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The  brightest  future 

Nobody  has  a  longer-term  vision  for  Windows 
than  DIGITAL.  We  have  a  full  line  of  Windows  ] 
optimized  products  across  Intel®  and  Alpha  p 
forms.  What's  more,  our  Alpha  products  offer 
most  headroom  in  the  industry.  DIGITAL  will  a 
be  the  first  to  bring  the  practical  use  of  Vt 
Large  Memory™  to  the  Windows  NT  market, 
well  as  64-bit  architecture  with  Microsoft's  nt 
release  of  Windows  NT.  So  if  you're  runni 
Windows  NT,  go  with  the  company  that's  pi 
ting  the  most  into  it.  For  more  informatio 
call  1-800-DIGITAL,  or  visit  our  Web  site 
www.alliance.digital.com/microsoft. 


The  most  expertise. 

DIGITAL  was  the  first  to  bring  multisite  disaster- 
tolerant  computing  and  maximum  availability  to 
the  Windows  NT  market.  In  fact,  we're  already 
on  our  second  release  of  DIGITAL  Clusters  for 
Windows  NT  while  others  are  still  working  on 
their  first.  DIGITAL  also  boasts  two  decades  of 
experience  in  enterprise-level  computing  and 
multivendor  integration.  Which  probably 
explains  why  we're  the  only  company  offering 
middleware  that  allows  seamless  interoperability 
between  Windows  NT,  Open  VMS™  and  UNIX® 
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Tank*  Francaise  Watch 
18Kgold. 

A  new  collection  of  Tank  watches. 


150   YEARS    OF    HISTORY   AND  ROMANCE 


ATLANTA  BAL  HARBOUR  ■  BEVERLY  HILLS  ■  BOCA  RATON  •  BOSTON  ■  CHEVY  CHASE  •  CHICAGO  •  FORT  LAUDERDALE  •  HONOLULU 
HOUSTON  •  LAS  VEGAS  •  MONTREAL  •  NEW  YORK  ■  PALM  BEACH  ■  SAN  DIEGO  ■  SAN  FRANCISCO  ■  SOUTH  COAST  PLAZA  •  ST.  LOUIS 
TORONTO  ■  VANCOUVER  ARUBA  ■  FREEPORT  •  NASSAU  •  SAN  JUAN  •  ST.  BARTHELEMY  ■  ST.  MARTIN  •  ST.  THOMAS 
For  a  copy  of  our  catalog,  coll  1-800-CARTIER 


322  Java  man 

"I  used 
to  break  in 
all  the  time 
to  use  the 
computers 
and  read, 
read,  read." 


262  Dead  tech 

"You  risk  locking 
into  a  perfect 
dodo  of  a 
technology  like 
DOS." 


ON  THE  COVER 

129  Steel  versus  silicon 

American  economic  power 
now  springs  from  the  mind, 
not  yesteryear's  blast  furnace. 
By  the  editors  of  Forbes 

144  What  Watt  wrought 

Steam-leveraged  arms  and 
legs;  chips  leverage  the  mind. 
By  John  Steele  Gordon 

166  Psst!  Transactions 

They'll  turn  the  Web  into  a 
trillion-dollar  industry. 
By  Nicholas  Negroponte 

170  The  silent  boom 

Too  much  technology?  You 
ain't  seen  nothing  yet. 
By  Peter  Brimelow 

172  Faster,  better,  forever 

Don't  worry,  Moore's  Law 
hasn't  maxed  out — quite  yet. 
By  Nikhil  Hutheesing 

182  Wired  for  war 

With  a  data  network,  the 
skies  have  eyes  and  bullets 
have  brains. 
By  Philip  E.  Ross 

190  Send  in  Robocop 

Computers,  not  stern  judges, 
may  be  the  key  to  safe 
streets. 

By  Srikumar  S.  Rao 

202  Your  bath  is  drawn,  Sir 

The  1980s  were  about  chips. 
The  1990s  were  about  data 
access.  Now,  it's  sensors. 
By  Eric  Nee 

208  More  storage,  please 

He  with  the  most  data  wins.  But 
where  to  put  it  all? 
By  Mark  Halper 

233  Let's  get  emotional 

Enough  info  already — it's 
time  for  sight  and  sound. 
By  Stan  Davis 

236  Risky  business 

Why  is  it  that  most  technolo- 
gy mergers  just  don't  work? 
By  John  H.  Christy 


242  Winners  and  losers 

We  pick  five  companies  that 
get  it,  and  one  that  doesn't. 
By  Jeffrey  Young  and  Julie  Pitta 

252  Really  "user-friendly" 

A  shoe  computer  with  a 
data-display  watch.  Cool! 
By  Philip  E.  Ross 

262  Format  wars 

Control  the  standards,  rule 
the  world.  History  proves  it. 
By  Julie  Pitta 

268  Plug-and-play 

What's  the  hallmark  of  the 
Silicon  Age?  Outsourcing. 
By  Peter  Huber  and  Jessica  Korn 

274  Present  at  creation 

Listen  to  Donald  Valentine. 
He  spotted  Apple  and  Cisco. 
By  Rich  Karlgaard 

296  More  nouveaux  riches 

The  high-tech  elite  struggle 
with  the  meaning  of  money. 
By  Robert  X.  Cringely 

366  Jipi's  day  at  the  office 

It's  the  future,  and  a  para- 
noid chip  is  loose  on  the 
streets.  It  must  be  killed. 
By  Neal  Stephenson 

312  People — Innovators 
Smart  people,  smart  ideas: 
312  Federico  Faggin 
314  Jay  Nunamaker 
318  Leonard  Adleman 
320  David  Chaum 
322  James  Gosling 
326  Michael  Stonebraker 
328  Robert  Kahn 
332  Linda  Stone 

334  People — Could-a-beens 

Smart  people,  missed  ideas: 

334  Lewis  Eggebrecht 

335  John  Vincent  Atanasoff 

336  Gary  Kildall 

343  A  writer's  best  buddy 

My  PC  and  me — forever. 
By  Dan  Seligman 

348  Know-it-all  geeks 

Where's  the  world  headed? 
Look  to  science  fiction. 
By  Zina  Moukheiber 
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42  Squealer 

worked  for 
40  years  and 
accumulated 
a  healthy  net 
worth.  The 
IRS  destroyed 
it  in  12 
hours." 


61  Pumping  gas,  not  just  numbers 

"She's  close  to  the  valve." 


70  Sharp  sell 

"You  had  to 
have  the 
look— the 
custom 
Italian  suit, 
the  really 
bold  ties." 


396  Follow-Throughs 

Eighty  years  of  sticking  our 
necks  out — our  best  calls. 
By  David  S.  Fondiller 

402  Flashbacks 

B.C.  and  Malcolm  Forbes 
were  fascinated  by  business 
history — some  Flashbacks 
over  the  years. 
By  Dero  A.  Saunders 

MANAGEMENT, 

STRATEGIES, 

TRENDS 

42  Taxing  Matters 
Squealers,  watch  out 

Fingering  tax  cheats  can  be  a 
highly  dangerous  business. 
By  Janet  Novack 

46  Circuit  City  Stores 

A  sofa  with  your  stereo,  sir? 
By  Tim  W.  Ferguson 

47  Moonshine  man 

Richard  Carr  pushed  sewage 
bonds.  Now,  a  toll  road  idea. 
Pass  him  by. 
By  Matthew  Schifrin 

48  A  very  few  good  men 

So  many  more  brokers, 
hardly  any  more  watchdogs. 
By  Gretchen  Morgenson 

54  Double  dip 

How  Gene  Phillips  ruined 
National  Realty  for  just 
about  everyone  but  himself. 
By  Gretchen  Morgenson 

57  Herman  Miller, 
schizophrenic 

It's  balancing  premium 
brands  with  Simple,  Quick 
and  Affordable. 
By  Bruce  Upbin 

61  Careers 
Oil  person 

Arco's  Marie  Knowles  knows 
valves  and  balance  sheets. 
By  Ashlea  Ebeling 

70  Very  pushy  salespeople 

Parametric  believes  the  cus- 
tomer isn't  always  right. 
By  Ann  Marsh 

74  The  temp  wars 

Europe's  Adecco  wants 
Manpower  Inc.'s  business. 
By  Silvia  Sansoni 


76  Just  give  'em  a  bargain 

At  Ross,  "packaway"  goods 
are  hot.  The  service  is  chilly. 
By  Gloria  Lau 

87  Up  &  Comers 
The  son  of  a  legendary 
bootblack  eyes  a  big  score 

Columbia  Lab's  William 
Bologna  touts  a  new  drug- 
delivery  system. 
By  John  R.  Hayes 

90  Up  &  Comers 
From  Soup  Nazi 
to  Soup  Nutsy 

Soup  emporiums  are  in.  Try 
the  cauliflower  vichyssoise. 
By  Silvia  Sansoni 

120  An  ocean  of  subsidies 

How  Europe's  taxpayers 
finance  U.S.  cruise  lovers. 
By  William  G.  Flanagan 

INTERNATIONAL 

94  Bland — and  proud  of  it 

Hongkong  &  Shanghai  is 
boring — but  quite  profitable. 
By  William  Green 

112  Money!  Guns! 
Corruption! 

Rajiv  Gandhi  and  Olof  Palme 

took  a  walk — and  hatched 

one  very  suspicious 

arms  deal. 

By  Pranay  Gupte 

and  Rahul  Singh 

LAW  &  ISSUES 

43  The  golden  leaf 

In  the  tobacco  talks,  guess 
who  wins?  The  lawyers. 
By  Christopher  Palmeri 
and  James  Samuelson 

45  Shopping,  anyone? 

If  you  want  to  build  a  mall 
near  the  Grand  Canyon,  the 
Clinton  Cabinet  will  listen. 
By  Christopher  Palmeri 

82  Environment 
versus  taxes 

Congress  confronts  oil  under 
the  Arctic  National  Wildlife 
Refuge. 
By  Toni  Mack 

104  On  The  Docket 
Who's  an  insider? 

One  day  a  printer.  The  next, 
a  shrink.  Now  the  Supreme 
Court  gets  to  weigh  in. 
By  Susan  Adams 
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106  On  The  Docket 
Divorce,  American  style 

Need  a  quick  one?  An  ATM 
may  be  a  ticket  to  freedom. 
By  Susan  Adams 

DEPARTMENTS 

14  Side  Lines 

16  Follow-Through 

20  On  My  Mind 

24  Readers  Say 

27  Fact  and  Comment 

32  Other  Comments 

37  Commentary 

39  Transparent  Eyeball 

40  Forbes  Index 
448  Thoughts 

10  Editorial  Index 

LIVING 

438  Magic  in  the  air 

What's  cooler  than  the  Web? 
How  about  ham  radios? 
By  James  M.  Clash 

440  Undressed  to  a  tee 

A  woman's  golfing  woes. 
By  Natasha  Bacigalupo 

440  High  on  Hendrix 

A  CD  worthy  of  the  master. 
By  Peter  Newcomb 

442  Phone  flora 

Sending  a  mail-order 
bouquet?  Here's  some 
advice. 

By  Carrie  Shook 

444  Get  retro,  go  vinyl 

In  this  three-dimensional 
world,  why  not  try  out  an 
analog  soundstage? 
By  Stewart  Pinkerton 

COLUMNISTS 

52  Point  of  View 

Steve  H.  Hanke 
64  Observations 
Thomas  Sowell 
69  Reality  Check 
Robert  H.  Nelson 
80  Backseat  Driver 
Jerry  Flint 

92  In  the  Classroom 

Diane  Ravitch 

100  The  Global  Economy 

James  D.  Zirin 

108  The  Capitalist  Ethic 

Robert  A.  Sirico 


MONEY  & 
INVESTMENTS 

412  The  Funds 
Ron  Baron 

Betting  on  baby  boomers. 
By  Mary  Beth  Graver 

414  Statistical  Spotlight 
Playing  the  market 

Bulls  should  think  "wealth 
effect."  For  bears,  it's  all 
about  glass  and  metal. 
By  Thomas  Easton 

418  The  Money  Men 
Sour  issues 

It's  always  tough  buying 
new  stocks.  When  the  cal- 
endar is  crowded,  just  pass. 
By  Scott  DeCarlo 

423  The  Forbes/Barra 
Wall  Street  Review 

424  Commodities  Review 

426  Streetwalker 

Americas  Income  Trust 
fund;  Iomega  Corp.; 
Atrix  Laboratories,  Inc.; 
Coastcast  Corp. 

INVESTMENT  COLUMNISTS 

429  The  Contrarian 

David  Dreman 

430  Fixed  Income 
Strategy 

David  P.  Goldman 

431  Wall  Street  Irregular 
Mark  Hulbert 

432  Insights 
Michael  Gianturco 

434  Stock  Trends 
R.S.  Salomon  Jr. 

435  Capital  Markets 
Marilyn  Cohen 
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when?  Now 
it's  up  to  the 
Supreme 
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112  Exploding  deal 

"You  cannot  hide  the  truth." 


438  Tiny  ham 

"By  15, 
I  had  con- 
tacts with 
operators 
in  100 
countries." 


444  Guy  sounds 

"Buy  it,  take  it 
home  and  take 
the  heat." 
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It  made  us  a  world  leader 

It  helps  you  find  better 
financial  solutions. 


As  a  world  leader  in  insurance  and  investment 
management  ($450  billion),  we  have  some 
assets  that  might  interest  you.  Like 
100,000  professionals  in  more  than  50 
countries.  Like  a  unique  combination  of  local 
knowledge  and  global  perspective.  In  the 
US,  where  we  manage  $230  billion  in  assets, 
you  know  us  as  Equitable.  We  lead  the  industry 
in  the  number  of  agents  who  qualify  as  both 
Chartered  Life  Underwriters  (CLU)  and 
Chartered  Financial  Consultants  (ChFC), 
key  measures  of  professionalism.  That's  why, 
more  than  ever,  we  can  say: 

Go  ahead  you  can  rely  on  us 


INSURANCE  &  INVESTMENT 

WITH  OUR  US  MEMBER,  EQUITABLE  COMPANIES 

Please  visit  our  Web  site:  http://www.axa.com 


The  first  thing  we  reconfigurec 
on  our  enhanced  Business  Clas 
was  the  passenger. 


We  started  with  your  feet. 
And  legs. 
And  back. 

And  we  intend  to  improve 
your  state  of  mind  as  well. 
In  fact,  all  the  enhancements 
on  our  smoke-free 
Transatlantic  Business  Class 


announcing  delta's  Enhanced  business  class. 
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YOUR  LOCAL  MESSENGER 
SERVICE  IS  ON  THE  CORNER. 


YOUR  LOCAL  COFFEE 
IS  AROUNO  THE  CORNER. 


HOW  COME  IT  SEEMS  LIKE 
YOUR  LOCAL  PHONE  COMPANY 
IS  ON  ANOTHER  PLANET? 


Don't  wait  for  your  local  phone 
company  to  change.  change  your 
local   phone   company   to  tcg.® 

TCG  is  the  other  local  phone  company, 
the  responsive  one — the  country's  largest 
competitive  local  exchange  company,  operating 
in  57*  major  markets  and  serving  Fortune  500® 
companies  and  companies  of  all  sizes  since  1985. 
What  makes  TCG  different?  At  TCG,  we  bring  a 
refreshing  customer-first  attitude  to  servicing  your 


business.  You'll  receive  more  attention  and  quicker 
response  to  your  needs.  We  can  design  a  telecom- 
munications solution  that's  tailored  to  your  business, 
whether  you  need  basic  local  telephone  service  or 
more  advanced  applications  like  data,  video  and 
Internet  services.  And  you'll  find  TCG  can  do  it 
all  at  extremely  competitive  rates.  Can  your  local 
phone  company  do  that?  To  find  out  how  we  can 
help  your  business,  call  1-800-889-4TCG,  or  visit 
our  web-site  at  www.tcg.com. 


©1997  Teleport  Communications  Group  Inc. 


6  p/Aes  &c&^/iA&/ie  canyiasip!} 


Forbes 


■bn  Editor 

James  W.  Michaels 
^mm  Managing  Editor 

Lawrence  Minard 
h  Executive  Editor 

William  Baldwin 
Assistant  Managing  Editors: 

Jean  A.  Briggs,  Subrata  N.  Chakravarty,  Stewart  Pinkerton 
Art  and  Design  Director:  Everett  Halvorsen 

Senior  Editors:  Peter  Brimelow,  Wiliiam  G.  Flanagan,  Bert)'  Franklin, 
Thomas  Jaffe,  Steve  Kichen,  Rita  Koselka  (Silicon  Valley),  Susan  Lee, 
Robert  Lenzner,  Joshua  Levine,  Dana  Wechsler  Linden,  Dyan 
Machan,  Marlene  Mandel,  Gretchen  Morgenson,  Howard 
Rudnitsky,  Laura  Saunders,  Matthew  Schitrin,  Merrill  Vaughn 
Contributing  Editors:  Richard  C.  Morais,  Richard  Phaion, 
Srikumar  Rao,  Edwin  S.  Rubenstein,  Dero  A.  Saunders, 
Dan  Seligman,  Jeffrey  Young 

Associate  Editors:  Susan  Adams,  William  P.  Barrett, 
Thomas  Easton,  Carolyn  T.  Geer,  William  Green,  Mary  Beth  Grover, 
Eric  S.  Hardy,  John  R.  Hayes,  Nikhil  Hutheesing,  Paul  Klebnikov, 
Dolores  A.  Lataniotis,  Deborah  Markson-Katz,  Brigid  McMenamin, 
Zina  Moukheibcr,  Nina  Munk,  Peter  Newcomb,  Philip  E.  Ross, 
Maura  Smith,  Katarzyna  Wandycz 

Staff  Writers:  Alexandra  Alger,  James  M.  Clash,  Kerry  A.  Dolan, 

David  S.  Fondiller,  Nancy  Rotenier,  Caroline  Waxier 

Reporters:  Luisa  Kroll,  Deputy;  Jay  Akasie,  Elizabeth  A.  Amery, 

Julie  Androshick,  Scott  Bistayi,  Katherine  Bruce,  Katrina  Burger, 

Bernard  Condon,  Michelle  Conlin,  Justin  Docbele,  Ashlea  Ebeling, 

Christine  Foster,  Carleen  Hawn,  Stephan  Herrera,  William  Heuslein, 

Stephen  S.  Johnson,  Diana  Merelman,  Shailaja  Neelakantan, 

Ben  Pappas,  Juliette  Rossant,  Daniel  Roth,  James  Samuelson, 

Silvia  Sansoni,  DoUy  Setton,  Carrie  Shook 

Washington  Bureau:  Janet  Novack,  Peter  Spiegel, 

Cristina  von  Zeppelin 

West  Coast:  Tim  W.  Ferguson,  Manager; 

Damon  Darlin,  Seth  Lubove,  Robert  La  Franco,  Ann  Marsh, 

Gloria  Lau,  Scott  Woolley 

Silicon  Valley:  Eric  Nee,  Manager;  Julie  Pitta,  Josh  McHugh 
Midwest:  Bruce  Upbin,  Manager 

Southwest:  Christopher  Palmeri,  Manager;  Toni  Mack,  Jose  Aguayo 

Europe:  Howard  Banks,  Manager 

Pacific:  Andrew  Tanzer,  Manager  (Hong  Kong); 

Neil  Weinberg,  Manager;  Kazumi  Miyazawa  (Tokyo) 

Columnists:  Laszlo  Birinyi  Jr.,  Marilyn  Cohen,  David  Dreman, 

Kenneth  L.  Fisher,  Jerry  Flint,  Joseph  R.  Garber, 

Michael  Gianrurco,  David  P.  Goldman,  Steve  H.  Hanke, 

Peter  Huber,  Mark  Hulbert,  Guy  Kawasaki,  Andrew  J.  Kessler, 

R.S.  Salomon  Jr.,  Russell  Seitz,  A.  Gary  Shilling 

Art  Department:  Roger  Zapke,  Deputy  Art  Director; 

Ronda  Kass,  Robert  Mansfield,  Steven  Ramos,  David  Lada, 

Associate  Art  Directors;  Alexandra  Gregson,  Meredith  Nicholson, 

Catherine  Bellanca,  Photo  Editors;  Janice  Pikey, 

Photo  Research  Editor;  Robin  Regensburg,  Traffic 

Statistics:  Donald  E.  Popp,  Editor;  Ann  C.  Anderson,  Senior  Editor; 

Scott  DeCarlo,  Shlomo  Z.  Reifman,  Tina  Russo  McCarthy,  Associate 

Editors;  Ronald  Boone  Jr.,  John  H.  Christy,  Ira  Callings,  Thomas  G. 

Condon,  Cecily  J.  Fluke,  Eileen  Henderson,  Gustavo  Lombo,  Robert 

J.  Sherwood,  Kieu-Dung  Vu-Gia,  Brian  Zajac,  Researchers 

Director  of  Editorial  Programming:  Mitchcl  Rand; 

John  Chamberlain,  Senior  Programmer;  Tuan  T.  Nguyen 

Copy  Desk:  Peter  Anthony,  Vicki  Contavespi,  Caroline  Herrick, 

Suzanne  O'Neill,  Karl  Shmavonian,  Penelope  Weiss 

Proofreaders:  Arthur  Abramowitz,  Chief;  David  J.  Fleischmann, 

Deputy;  Susan  R.  Goldberg,  James  Neu 

Director  of  Information  Services:  Anne  P.  Mintz 

Information  Center:  Cynthia  Crystal,  Clarita  Jones,  Naomi  Prall, 

Irene  Richards,  Linda  Stinson,  Velma  Van  Voris,  Information 

Specialists;  Luis  Collazo  Jr.,  Jaculine  Daniel,  Qucenic  Flake, 

Jennifer  Guberman,  Robert  Yacoub,  Staff 

Director  of  Manufacturing  and  Production:  John  J.  Romeo; 

Edward  B  Morgan,  Peter  I.  Pallans;  Peter  Althoff, 

Donald  Althoff,  Alan  Biederman,  Joseph  DeGray, 

Linda  Byron  Glucksman,  Donald  R.  Conway,  Vic  Fauss 

Director  of  Photocomposition:  James  Cianelli; 

Mark  Decker,  Assistant;  Richard  Nobile,  Elena  Lopez; 

Paul  Caruso,  Carmen  Kasem,  Justo  Morales 

Director  of  Editorial  Information:  Raymond  F.  Healey  Jr. 

Director  of  Editorial  Technology:  Fredrick  L.  Maynor; 

Louie  Torres,  Carolyn  Buonocore 

On-line:  David  Churbuck,  Sabina  Forbes  II,  Kambiz  Foroohar, 

John  Moschetto,  Michael  Noer 

—  FOUNDED  IN  1917 

B.C.  Forbes,  Editor-in-Chief  (1917-1954) 

Malcolm  S.  Forbes,  Editor-in-Chief  (1954-1990) 

m    PAID  CIRCULATION  OVER  765,000 

Primed  in  U.S.A. 


14 


Change.5  So  what's  new? 

One  of  the  most  abused  words  in  the  English  language  is 
unique,  but  in  the  primary  sense  of  that  word  ("being  the  only  one 
of  its  kind" — American  Heritage  dictionary)  Forbes  magazine  is 
unique.  Just  about  every  other  major  magazine  in  the  U.S.  is 
owned  by  a  large  conglomerate,  but  Forbes  is  an  independent 
company  and  a  family-owned  and  -operated  one  at  that.  Chief 
Executive  Steve  Forbes  and  Chief  Operating  Officer  Tim  Forbes 
are  the  third  generation  of  their  family  to  run  the  company. 

Does  owner-management  make  a  difference?  We  believe  it 
accounts  for  much  of  the  magazine's  feistiness  and  the  pleasure 
we  take  in  kicking 
sacred  cows. 

It's  fashionable 
these  days  to  talk 
about  the  difficul- 
ties of  managing 
change  as  though 
change  were  some- 
thing new.  Our 
response  is:  We've 
been  here  before. 
This  80th  anniver- 
sary issue  celebrates 
the  computer/inter- 
net age,  and  yet  the 
theme  that  informs 
it  also  informed  past 
decennial  anniver-  B.C.  Forbes 
sary  issues.  We  i^^^B 
expressed  it  in  our 

70th  with  Joseph  Schumpeter's  words:  "Capitalism  is  by  nature  a 
form  of  change  and  never  is,  never  can  be,  stationary." 

A  decade  later  the  power  of  the  silicon  chip  has  made  business 
life  ever  riskier  and  made  failure  and  success  swifter  and  more 
brutal.  But  Forbes  always  understood  that  profits  do  not  come 
from  avoiding  risk  but  from  carefully  calculating  the  odds.  And 
those  Schumpeterian  dynamics,  heartless  as  they  may  sometimes 
seem,  bring  the  greatest  good  to  the  greatest  number. 

At  the  tail  end  of  the  20th  century,  editing  by  real  people  has 
been  replaced  in  much  of  the  publishing  business  with  editing  by 
focus  groups.  But  while  much  has  changed  here  since  the  days 
when  founder  B.C.  Forbes  (see  photo)  pounded  out  a  lot  of  the 
contents  on  his  trusty  typewriter,  one  thing  has  not:  We  have  kept 
our  distinct  voice.  You  may  not  always  like  what  we  say,  but  you 
always  know  where  we  stand.  The  uniqueness  persists. 

Bill  Baldwin  edited  this  special  issue  with  lots  of  help  from  Lewis 
D'Vorkin.  Bob  Mansfield  designed  it.  Much  of  the  heavy  lifting 
was  performed  by  Steve  Kichen  and  his  statistical  crew,  especially 
Eric  Hardy  and  John  Christy.  Warm  thanks  to  them  and  to  all  the 
other  contributors. 


Editor 
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The  Philips  Carin™  Navigation 
System:  The  most  reliable  way 
to  get  directions.  Just  give  Carin 
your  destination,  follow  the 
easy-to-read  screen  with  simple 
voice  instructions,  and  you'll  never  get  lost  again.  If  you 
make  a  wrong  turn  or  hit  traffic,  it  will  recalculate  your 
route.  It's  that  simple.Visit  our  Web  site  at  www.carin.com. 
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Cable's  comeback 

Our  calls  on  the  U.S.  cable  indus- 
try have  been  pretty  good  lately.  • 

We  were  ahead  of  the  pack 
in  spotlighting 
the  threat  from 
direct  broadcast 
satellite  (dbs)  ser- 
vice. Reporting 
on  a  new  startup 
called  DirecTV 
(Sept.  26,  1994), 
we  said:  "The 
days  of  no  compe- 
tition for  cable 
operators  are  cer- 
tainly over." 

But  we  didn't 
buy  that  the  cable 
business  was 
doomed.  Last  year 
(May  6,  1996),  as 
negative  stories 

ran  elsewhere  in  the  business  media, 
we  reported  that  cable  king  John 
Malone  and  his  $8  billion  (sales)  Tele- 
Communications,  Inc.  were  alive  and 
well.  This  year  (Feb.  24)  we  predicted: 
"The  clouds  over  cable  appear  to  be 
lifting." 

On  June  9  Microsoft  Corp.  said  it 
would  invest  $1  billion  in  Comcast 
Corp.,  the  nation's  fourth-largest 
cable  company,  to  help  it  build  new 
digital  services  for  televisions  and  per- 
sonal computers — a  big  vote  of  con- 
fidence in  cable  from  Microsoft 
Chairman  Bill  Gates.  Two  other  cable 
titans,  Tele-Communications,  Inc. 
and  Cablevision  Systems  Corp., 
unveiled  a  swap  of  assets  that  cuts 
TCl's  huge  debt  and  tightens  Cable- 
vision's  grip  on  the  lucrative  New 
York  market. 

At  the  same  time,  Rupert  Mur- 
doch's News  Corp.  has  made  peace 
with  the  cable  folk,  as  his  company 
prepares  to  join  other  cable  operators 
in  a  satellite  service  called  Primestar. 

Skepticism  about  cable  remains. 
Venture  capitalist  Donald  Valentine  of 
Sequoia  Capital  is  not  alone  in  dis- 
missing its  prospects  (see  story,  p.  274). 
But  cable's  high-capacity  pipeline 
gives  it  an  edge  in  delivering  new  dig- 
;e?  ices  and  interactive  television. 
"I  w<  i  ,1  absolutely  put  my  money  on 
operators,"  agrees  technol- 
t  Emily  Green  of  Forrester 

Research. 


Show  me  the  money! 

In  January  Forbes  was  greatly 
impressed  with  Oxford  Health  Plans' 
success  at  marketing  itself  to  both 
patients  and  doctors.  The 
Norwalk,  Conn. -based  hmo 
(sales,  $3  billion)  offers 
patients  nontraditional  treat- 
ments like  acupuncture,  and 
wins  loyalty  from  doctors  by 
paying  them  for  every 
patient  visit  (Jan.  27). 

Our  timing  could  not  have 
been  worse.  After  our  story 
appeared  it  developed  that 
New  York  State  Attorney 
General  Dennis  Vacco  is 
investigating  Oxford,  saying 
the  company  owes  doctors 
and  hospitals  "well  over  $  1 0 
million,"  some  from  claims 
going  back  more  than  a  year. 
In  March  the  company  met 
with  representatives  from  Vacco's 
office  and  agreed  to  pay  outstanding 
bills  within  30  days.  Oxford  Chair- 
man Stephen  Wiggins  blamed  the 
delays  on  a  new  computer  system. 

But  Oxford  still  hasn't  paid  up.  In 
a  May  6  letter  on  behalf  of  the  850 
doctors  in  the  Columbia  Presbyterian 
Physician  Network,  Dr.  Myron  Weis- 
feldt  wrote:  "We  are  concerned  that 
both  patients  and  their  doctors  are 
losing  faith  in  Oxford's  ability  to 
meet  its  obligations." 

In  the  first  quarter  Oxford's  cash 
flow  from  operations  plunged  to  a 
negative  $23  million  from  a  positive 
$20  million  in  the  year-earlier  period. 
So  far  the  bad  news  hasn't  seemed  to 
bother  investors.  The  stock  is  up  23% 
this  year.  But  our  face  is  still  very  red. 

-Christine  Foster  H 


Oxford  Health  Plans'  Stephen  Wiggins 
9s  the  check  in  the  mail? 
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Real  savings  on  printing  are 
right  under  your  nose. 


"Sometimes  you 
have  to  look  past 
the  market  leader  to 
find  an  exceptional 
product  that  is  also 
an  exceptional  value." 


June  10,  1997 
Lexmark  Optra  S  1250 
Lexmark  Optra  S  1650 


Introducing  network  laser  printers  designed  to  reduce 
printing  costs  —  the  new  Lexmark  Optra  S  series. 


Track  down  how 
much  it  really  costs  to  run  your 
company's  network  printers  and  you'll 
howl.  Your  staff  wastes  hours  of  time  going  to  the 
printer  only  to  find  paper  trays  are  empty,  toner  is  out 
or  worse,  the  document  still  hasn't  printed.  That's  why 
Lexmark  created  the  new  Optra  "  S-  a  family  of  12, 16, 
24  ppm  models.  Crisp  1200  dpi  output  with  an  array  of 
money-saving  features.  Interchangeable  paper  trays, 


snap-in  duplexer,  plus  MarkVision"-  exclusive  Lexmark 
software  that  lets  your  staff  know  when  paper's  low  or 
toner  needs  replacing  before  they  find  out  the  hard  way. 
Saves  time,  frustration  and  greatly  reduces  your  printer 
support  costs. 

To  learn  how  your  printer  network  can  do  new  tricks, 
call  1-800- LEXMARK  or  visit  us  at 
www.  lexmark.  com. 


A  bold  new  breed  of  performance  printers. 


1997  Lexmark  International,  Inc.  All  nghts  reserved.  Lexmark  and  Lexmark  with  diamond  design.  Markvlsion  and  Optra  are  trademarks  of  Lexmark  International,  Inc.  registered  in  the  United  States  and/or  other  countries. 
Pnnt  Lexmark  is  a  trademark  of  Lexmark  International,  Inc.  PCL  is  a  registered  trademark  of  Hewlett-Packard  Company.  Other  trademarks  are  property  of  their  respective  owners  ©!  997  PC  Magazine.  Ziff-Davis  Publishing, 


So    exactly    where    does    a    palmtop    end    and  a 


aptop   begin?   Introducing  the  HP  320LX  palmtop  PC.  With 


a  640  x  240  VGA  screen,  it's  the  widest  of  any 


handheld  PC.  Six  inches.  And  it's  the  first 


hp  320LX  Palmtop  pc      palmtop  with  Microsoft®  Windows®  CE  and 

FROM$699' 


a  built-in  CompactFlash  card  slot  for  removable  memory  storage. 


You  can  pull  the  4MB  HP  320LX  palmtop  PC 


from  your  pocket  and  instantly  check  and 


send  e-mail,  hop  on  the  Internet  or  consult 


Easy  synchronization  with 
your  desktop  PC 


E-mail  and  Internet  access  via 
Type  II  PC  Card  Modem 


Direct  printing  capabilities 
through  infrared  connection 


CompactFlash  card  slot  for 
removable  memory  storage 


4MB  memory 


your  calendar— all  without  lugging  around  a  laptop.  An  energy- 


saving  backlit  screen  allows  hours  of  operation,  and  the  standard 
Designed  for 

docking  cradle  lets  you  easily  synchronize  your 


Microsoft*  Windows  CE  applications  with  their  Windows  95  and 
WindowsfCE 


Windows®  NT  counterparts.  See  more:  www.hp.com/handheld 


Better  products,  better  productivity. 


HEWLETT 
PACKARD 


WHAT'S  WORRYING  TOP  EXECUTIVES /EDITED  BY  KATAR2YNA  WANDYCZ 


Spousal  rotes 


By  Christine  Foster 


A  now-deceased  auto  company  manager  was 
scolded  in  the  .1940s  because  his  wife  wasn't 
properly  deferential  to  a  superior's  wife  when 
the  two  women  met  at  a  party.  Times  change, 
but  the  spousal  partnership  is  still  a  vital  part 
of  any  person's  career.  What's  the  role 
of  a  corporate  spouse  in  the  1990s? 
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"I  shake 
hands  and 
say  hello, 
because  in  a 
big  company 
like  Kodak  it 
gets  pretty 
impersonal." 

Ann  Fisher, 
wife  of  Kodak 
Chief  Executive 
George  Fisher 


Husband:  Mark  Roe 

Stay-at-home  dad 
Wife:  Mary  Beth  Roe 

qvc  host 

What  pushed  us  into  our  lifestyle  is  Mary 
Beth's  odd  schedule.  She'll  work  differ- 
ent days,  different  hours,  and  she  works 
every  weekend.  We  were  stressed  out 
trying  to  hold  on  to  two  careers.  Final- 
ly we  said  it's  not  worth  the 

) money  and  it's  not  worth 
vflM    the  stress  the  kids  are  feel- 
\jS   ing,  and  I  decided  to  stay 
//    home.  It's  really  worked  out 
//    well  for  both  of  us. 

I  try  to  free  Mary  Beth  up  so  she 
can  go  to  work  and  not  worry  about 
anything  at  home.  I  love  to  cook,  and  my  par- 
ents taught  me  all  the  domestic  skills.  I  try  to 
put  myself  in  the  shoes  of  a  housewife  whose 
husband  is  a  corporate  employee.  It's  a 
demanding  job. 

A  lot  of  people  ask  me  if  I  feel  inferior. 
Occasionally  I  get  weird  comments  from  other 
men  who  have  a  problem  dealing  with  it.  But 
most  men  are  a  litde  envious.  They'd  love  to 
have  an  opportunity  to  try  something  like  this. 


Wife:  Ann  Fisher 

Kodak's  "ambassador" 
Husband:  George  Fisher 

Chief  Executive  Officer 
Eastman  Kodak 

For  the  first  30  years  of  my  marriage  my 
biggest  job  was  my  three  kids.  The  professional 


adventure  started  when  we  moved  to  Kodak 
three  years  ago.  I  have  the  lofty  but  unpaid 
tide  of  ambassador.  It  is  on  my  business  card. 
That's  cool. 

I've  been  to  almost  all  Kodak  factory  sites  by 
now.  I  shake  hands  and  say  hello,  because  in  a 
big  company  like  Kodak  it  gets  pretty  imper- 
sonal. In  the  beginning  the  Kodak  people  felt 
sure  that  when  I  came  to  France,  or  wherever 
it  was,  I'd  just  go  shopping.  So  when  I  wanted 
to  go  to  the  factory,  that  was  just  like,  "Holy 
mackerel." 

George  and  I  have  been  married  32  years 
and  yet  I  spent  most  of  my  life  alone  because 
he  traveled  so  much.  But  in  the  last  3  years 
we've  spent  more  time  together  than  ever 
before. 

Wife:  Katie  Buckland 

Former  Democratic  Party  political  staffer 
Husband:  Mark  Gill 

President  of  marketing 
Miramax 

The  old  model  for  a  corporate  spouse  was  this 
stay-at-home  wife  who  hosted  cocktail  parties 
and  had  clients  over  for  dinner.  The  new 
model  brings  opportunities  to  the  marriage. 
Because  the  entertainment  industry  is  so  polit- 
ical and  so  heavily  Democratic,  my  job  opened 
up  business  opportunities  for  Mark.  For 
example,  during  the  1993  presidential 
inauguration  I  was  able  to  help  Mark's  bosses 
get  into  certain  events.  I  also  think  it  allowed 
Mark  to  talk  to  his  bosses  in  a  social  setting, 
which  is  good. 


Family  matters 

In  evaluating  a  potential 
hire,  employers  used  to 
inquire  about  a  candi- 
date's spouse.  Take  a  look 
at  this  excerpt  from  a 
1963  text,  How  to  Pick 
Men,  by  Jack  McQuaig: 
"Probably  the  worst  type 


[of  spouse]  is  the  morally 
irresponsible  woman  who 
constantly  worries  her 
husband  because  he  does 
not  know  whom  she  may 
be  running  around  with 
while  he  is  away  on  a 
business  trip.  This  type 
of  problem  wife  can 
completely  kill  the  effec- 
tiveness of  a  good  man. 


Another  type  of  wife 
who  makes  life  difficult  is 
a  social  climber.  Never 
satisfied  with  the  spouse's 
earnings ....  Again,  the 
hypochondriac,  who 
is  always  sick,  can  be 
a  great  handicap  to  any 
man  who  has  to  work 
all  day  at  die  office  and 
then  play  nursemaid  to 


her  all  evening. 

Because  of  this  tremen- 
dous influence ...  it  is 
essential  that  you  discuss 
her  with  the  applicant 
during  the  interview,  and 
even  see  her  in  person, 
if  possible,  before  you 
hire  him." 

Used  with  permission  of 
Lifetime  Books,  Inc.  ■ 
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TRUMP  MARINA 


HOTEL  •  CASINO 

-800-777-1 1 77  •  www.trumpmarina.com 


ON  MY  MIND 


"Call  me  a 

'lifestyle- 

enhancement 

coordinator' 

instead  of  a 

housewife." 


Cynthia  Morgan, 
wife  of  Regent 
Medical  Products 
Group  President 
John  Morgan 


Husband:  Don  McGovern 

Managing  Director 
Hewlett-Packard 
Wife:  Gail  McGovern 

Executive  Vice  President,  AT&T 
I  am  trying  to  be  as  good  a  sounding  board  for 
Gail  as  possible,  which  is  easier  for  me  since  I 
used  to  work  at  AT&T,  so  I  have  the  right  back- 
ground. I  give  her  my  opinion,  and  sometimes 
she  agrees  with  me,  but  frequendy  she  doesn't. 

I  recendy  joined  her  at  a  sales  event  in 
Phoenix.  It  was  fairly  intense.  At  one  point  she 
said  to  me:  "I  have  to  kick  off  tonight's  final 
session.  Here  is  what  I  am  thinking  about 
doing."  I  said  she  should  do  this  instead.  She 
went  in  and  did  exacdy  die  opposite  of  what  I 
proposed.  Later  I  said,  "That  was  interesting; 
why  didn't  you  tell  me  you  disagreed  with 
me?"  She  responded,  "Well,  I  was  listening 
and  still  processing  your  input.  I  decided 
on  the  way  up  to  the  stage  I  was  going 
to  do  the  other  thing."  We  have  that  kind 
of  relationship. 

Wife:  Cynthia  Morgan 
Homemaker 
Husband:  John  Morgan 

President 

Regent  Medical  Products  Group 

If  I  had  stayed  in  my  career  as  a  direct  market- 
ing executive  lohn  might  have  had  to  deal  with 
issues  of  me  relocating  and  tilings  like  that.  We 
had  the  choice  that  if  we  were  going  to  con- 
centrate on  family  we  were  going  to  have  to 
sacrifice  one  of  our  careers. 

Call  me  a  "lifestyle-enhancement  coordinator" 
instead  of  a  housewife.  That's  what  it  is.  It  is 
making  sure  we  can  maximize  our  lifestyle,  that 
we  can  make  the  time  we  have  together  better. 

I  was  there  to  advise  him  when  he  left  Baxter 
Healthcare  Corp.  and  pursued  new  options.  If  he 
had  had  a  different  kind  of  spouse,  who  craved 
stability  over  everything  else  and  wasn't  willing  to 
take  risks,  he  probably  wouldn't  have  been  able  to 
have  that  freedom  to  go  pursue  somediing  else. 


Wife:  Beth  Sonnenschein 

Assistant  Professor,  epidemiology 
University  of  Illinois  at  Chicago 
Husband:  Hugo  Sonnenschein 

President,  University  of  Chicago 
I  had  spent  a  lot  of  time  in  school  investing  in 
a  career,  and  I  didn't  feel  it  was  right  to  turn 
my  back  completely  on  my  professional  work 
when  Hugo  became  president.  So  I  have  con- 
tinued to  teach.  When  I  started  my  training,  I 
felt  that  it  was  good  for  my  daughters  to  see 
how  my  work  was  giving  me  satisfaction.  Now 
I  extend  that  to  the  students  on  campus.  I 
think  it  is  good  for  them  to  see  that  there  are 
different  ways  from  the  traditional  model  for 
women  to  lead  their  lives. 

Wife:  Kimberly  Cole 

Graduate  student 
Husband:  Neil  Cole 

Chief  Executive  Officer 
Candie's 

Sometimes  my  opinion  on  something  changes 
Neil's  mind.  For  example,  I  encouraged  him  to 
reintroduce  the  Slide  shoe  earlier  this  year. 

I  can  be  alternatively  critical  and  supportive. 
I  told  him  right  away  that  I  hated  the  current 
ad  campaign  (featuring  a  scantily-clad  Jenny 
McCarthy  in  the  bathroom).  I  didn't  feel  that 
anyone,  particularly  women,  needed  to  be 
photographed  in  the  bathroom. 

I  played  the  devil's  advocate  with  him.  I 
asked  him  what  happens  if  it  backfires  and  every 
little  girl  in  America  hates  you.  Sometimes  I'm 
a  springboard  and  sometimes  a  safety  net.  WM 


What's  on  your  mind? 

If  you  are  a  business  executive,  whether 
with  a  big  company  or  a  small  one,  we'd  like 
to  know  what's  bothering  you  these  days, 
and  what  you  are  doing  about  it. 
Tell  us  about  it  at:  mind@forbes.com. 
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Think  you  can  name  the  one  delivery  company 
who  can  bring  the  continents  together  like  nobody 

Today,  getting  an  urgent  package  to  Hoboken,  Belgium,  is  as  simple  as  getting  one  to 
Hoboken,  New  Jersey— even  if  your  package  has  to  arrive  before  the  day  begins.  Because 
with  UPS,  you  get  more  guaranteed  delivery  options*  to  more  cities  in  North  America 
and  Europe  than  with  any  other  carrier.  And  an  advanced  global  network  that  clears 
customs  electronically,  and  delivers  real-time  information  about  each  package  you  send. 
So  the  next  time  you  need  to  ship  across  borders,  or  continents,  don't  worry 
about  that  little  thing  called  the  Atlantic  Ocean.  Just  call  1-800-PICK-UPS 

or  visit  www.ups.com  for  details.  MOVING  at  the  SPEED  of  BUSINESS.' 


READERS  SAY 


readers@forbes.com 


Act  now,  enjoy  later 


Shadow  careers 

Congress  should  simplify  401(k)  rules. 


Sir:  Re  "Your  shadow  career"  {June 
16).  The  article  indicates  the  maxi- 
mum amount  that  can  be  deferred  in 
a  401(k)  plan  is  $9,500  a  year,  and 
that's  best  case,  assuming  certain  "dis- 
crimination" and  a  bunch  of  other 
tests  are  passed.  Congress,  if  you  are 
listening,  at  least  simplify  the  rules 
and  establish  a  maximum  amount  to 
be  deferred  without  regulations. 
Should  Social  Security  be  gone,  we 
under  40  could  still  enjoy  our  retire- 
ment if  simple  changes  were  made. 
-Buzz  Floyd 
Chapel  Hill,  N.C. 

Cyberschool 

Sir:  Re  "I  got  my  degree  through  E- 
mail"  (June  16).  One  of  the  huge 
advantages  of  doing  an  on-line 
degree  is  that  as  a  Canadian  living  in 
Toronto  I  was  able  to  complete  my 
doctorate  at  Nova  Southeastern  Uni- 
versity in  Florida  without  having  to 
quit  my  job  and  move  to  the  U.S. 
This  factor  alone  saved  me  at  least 


$150,000  in  lost  wages.  Hooray  for 
electronic  education  and  for  the  pio- 
neering U.S.  colleges  that  paved  their 
way  through  cyberspace  for  us  inter- 
national students. 
-Mark  Merryweather 
Mississauga,  Ont.,  Canada 

Not  practical? 

Sir:  "Is  your  trust  well  placed?" 
(June  16)  details  Alaska's  progressive 
attitude  toward  trusts  but  questions 
"the  practicality  of  having  property 
administered  in  some  far-off  place 
like  Alaska."  That  made  me  chuckle 
as  I  browsed  the  electronic  version 
of  a  magazine  that  won't  hit  news- 
stands for  another  ten  days.  I  can  tap 
into  the  thrumming  electronic 
lifeblood  of  worldwide  business  and 
still  enjoy  spectacular  mountains, 
clean  air  and  regular  opportunities 
to  catch  monster  fish.  Now  that's 
practical. 

-Ronald  G.  Clarke 
Juneau,  Alaska 

No  sale 

Sib.:  Forbes'  story  attacking  Helms 
and  Faircloth  was  wrong  ("Senators 
for  sale,"  June  2). 

Why  did  Senator  Faircloth  offer 
the  amendment  concerning  the  gold 
clause?  In  1933  gold  clauses  were 
barred  from  real  estate  contracts.  In 
1977  Senator  Helms  offered  an 
amendment  to  make  the  use  of  gold 
clauses  permissible  again  in  real  estate 
contracts.  In  1995  the  senator's 
office  was  asked  to  clarify  that  the 
Helms  amendment  was  not  retroac- 
tive. If  it  were  retroactive,  it  would 
revive  the  old  gold  clauses  from  the 
1920s  and  1930s.  In  fact,  a  trial 
lawyer  in  partnership  with  foreign 
investors  was  buying  leases  with  gold 
clauses  for  the  purpose  of  starting 
lawsuits,  demanding  drastic  rent 
increases,  and  it  was  likely  that  this 
litigation  boom  would  spread  to 
other  areas  of  the  country. 

Just  as  Ms.  Galbraith  was  not 
aware  of  congressional  action,  we 
were  not  aware  of  her  case.  Regret- 
tably, she  weaved  a  conspiracy  theory 
with  no  basis  in  reality.  No  one  from 
our  office  has  ever  met  or  spoken 
with  anyone  or  anyone  representing 


the  life  insurance  companies  in  her 
case.  Senator  Faircloth's  role  in  this 
was  minimal.  He  never  formally 
offered  the  amendment.  It  was 
accepted  on  a  bipartisan  basis  in  a 
banking  bill  a  full  ten  months  before 
Ms.  Galbraith  won  her  case  on  appeal 
(she  lost  the  first  round).  Further,  I 
question  why  the  story  did  not  even 
mention  that  other  congressional 
members  were  involved  and  that  this 
amendment  passed  the  full  House  of 
Representatives  supported  by  both 
parties.  The  headline  "Senators  for 
sale"  was  unforgivable.  Can  you  tell 
me  where  the  supposed  sale  is  in 
the  story? 
-James  E.  Hyland 
Legislative  Director 
U.S.  Senator  Lauch  Faircloth 
Washington,  D.C. 

California  thriving 

Sir:  Re  "The  People's  Republic  of 
Hawaii"  (June  16).  State  government 
was  odious,  but  private  industry  was 
not  much  better.  When  we  bought 
our  building  in  Hilo  in  1990,  escrow 
for  the  all-cash  no-contingencies  deal 


Hawaii:  Good  beaches,  but  bad  for  business 
A  copier  lease  took  three  months. 


took  seven  months.  Becoming  credit 
card  merchants,  which  took  20  min- 
utes in  California,  took  four  months. 
A  simple  copier  lease:  three  months. 
As  the  saying  went,  "Doing  business 
in  Hawaii  is  like  doing  business  in 
rural  Ireland,  but  without  the  sense 
of  urgency."  Result:  We  moved  our 
business  to  California  a  few  years  ago. 
We're  thriving. 
-Marina  C.  Bear 
President 

International  Business  Education 
El  Cerrito,  Calif.  WM 


24 


Forbes  ■  July  7,  1997 


The  PC  revolution  is  even  more 
amazing  when  you  realize  it  was 
made  possible  by  something 
about  this  size.  The  microprocessor. 
It  was  invented  by  three  Intel 
engineers.  Today,  thousands  of 
Intel  engineers  are  kicking 
around  a  few  more  small  ideas. 


From  the  People  of  Prudential 


Which  Piece  of  The  Rock 


Will  You  Need  Today? 


We've  Been  There 


Prudential  Milestones 

1875  The  Prudential  Friendly  Society 
is  founded  in  Newark,  New  Jersey. 

1928  Prudential  issues  the  first-ever 
group  credit  life  insurance  policy. 

1951  Prudential  pioneers  major 
medical  insurance. 

1970  Prudential  is  the  first  major 
insurance  company  to  offer 
individual  variable  annuities. 

1992  In  Hurricane  Andrew's  wake, 
Prudential  pays  claims  of  $1 .5  billion 
to  help  policyowners  recover  from 
the  devastation. 

1995  Fortune  magazine  places 
Prudential  in  its  "Fortune  500," 
ranking  the  company  5th  in  assets 
and  1 3th  in  revenues. 

1996  Prudential  Investments, 
Prudential's  new  consolidated 
money  management  unit,  forms 
and  quickly  introduces  a  top-selling 
variable  annuity  and  wrap-fee 
mutual  fund  program. 


And  We'll  Be  There  . 


Today's  Prudential 

•  The  largest  capital  base  of  any  life 
insurance  company  in  America 

•  Providing  more  than  $1  trillion  of 
insurance  coverage  for  individuals 
and  businesses 

•  Managing  over  $300  billion  in 
investments  on  behalf  of 
policyowners  and  investors 

•  One  of  the  largest  real  estate 
brokerage  networks  in  the  country, 
with  more  than  $60  billion  in  sales 
transactions  in  1996  alone 


Prudential — it's  a  company  you've  known  all  your  life.  But  maybe  you  haven't 
noticed  just  how  much  we've  grown.  Today,  1  in  5  Americans1  relies  on  Prudentia 
for  an  entire  lifetime  of  needs.  Isn't  it  time  we  got  reacquainted? 


Llf©  Prudential's  steadfast  commitment  to 

meeting  America's  insurance  needs  has 
been  the  heart  of  our  business  for  more  than  a  century. 
Today,  Prudential  Insurance  continues  that  tradition, 
providing  practical  financial  solutions — like  the  new 
Discovery  Select™  Variable  Annuity2 — to  help 
millions  of  people  protect  their  loved  ones  and  provide 
for  their  financial  future. 

Homfi  Prudential  Real  Estate3  is 
a  powerful  force  in  helping 
Americans  meet  their  home  buying  or 
selling  needs.  Creative  new  marketing 
techniques,  like  Prudential  Value 
Range  Marketing™  are  making  it 
easier  for  families  to  find  a  place  to  call 
home.  And  Prudential's  full  line  of  auto 
and  homeowners  insurance  is  providing 
rock-solid  protection  for  their  most  valued 
belongings.4 

LI  am  if  U  Prudential  has  been  a  leader  and  an 
innovator  in  taking  care  of  America's 
health  needs  for  half  a  century.  Today,  Prudential 
HealthCare  continues  that  pioneering  spirit,  offering 
some  of  the  country's  leading 
health  and  dental  plans.  It's  no 
surprise  that  our  Point 
of  Service  Plan 
was  rated  number 
one  in  value  in 
major  markets 
nationwide.5 


VA/ori  I ♦  h    Decades  °f  investing  and  managing 
1        assets  on  behalf  of  our  clients  has 
given  Prudential  a  unique  perspective  on  wealth  building 
in  today's  financial  markets.  That's  why  Prudential 
Securities  can  offer  more  of  the  solutions  investors 
want.  Like  PruChoice,SM  a  new  way  to  choose  from 
today's  popular  mutual  funds,  with  help  from  a 
Financial  Advisor,  and  without  paying  sales  charges — 
just  one  all-inclusive  fee.6  Of  course,  as  with  all 
investment  programs,  PruChoice  does  involve 
some  risk. 


Community 


foe  Brochure! 


Community  spirit 
is  a  proud  part  of 

1  Wjjfbi  foe  Prudential  heritage.  Today,  we  vigorously 
/jjs/  J  promote  community 
WMr  involvement  among  America's 
young  people  through  The 
Prudential  Spirit  of  Community 
Initiative — a  nationwide  volunteer 
education  and  recognition  program. 
Our  free  brochure,  Catch  the  Spirit, 
is  filled  with  tips  to  help  your  child 
get  involved  in  the  community. 


Geffin9morne(pH 

""JeWporefor 
<»9  changes  in  you,  fa 


We're  waiting  to  hear  from 
you.  Call  today.  For  a  free  toe 
Love  Laugh  Plan  brochure — or  for 
your  copy  of  Catch  the  Spirit: 

A  Student's  Guide  to  Community  Service — call  us  toll  free. 

1-800-THE-ROCK  ext.  2004 

www.prudential.com 

(fi|  Prudential 


The  Prudential  Insurance  Company  of  America,  Prudential  Plaza,  Newark,  New  Jersey  071 02-3777.  'Prudential  1 995  annual  report.  'Discovery  Select w  Variable  Annuity  is  issued  by  Pruco  Life  Insurance  Company 
and  offered  through  Pruco  Securities  Corporation.  Call  your  Pruco  Securities  Registered  Representative  or  your  Prudential  Securities  Financial  Advisor  for  more  information  on  the  Discovery  Select  Variable  Annuity, 
including  prospectuses  detailing  risks,  charges  and  expenses  for  the  Discovery  Select  Variable  Annuity  and  Variable  Investment  options  Please  read  all  prospectuses  carefully  before  you  invest  or  send  money. 
Discovery  Select  is  not  available  in  all  states.  'Prudential  Real  Estate  brokerage  services  are  offered  through  the  independently  owned  and  operated  members  of  The  Prudential  Real  Estate  Affiliates,  Inc.  network. 
Prudential  VRJVT  may  not  be  offered  by  oil  members.  'Coverage  written  by  Prudential  Properly  and  Casualty  Insurance  Company,  Prudential  Commercial  Insurance  Company,  Prudential  General  Insurance 
Company  or  Prudential  Property  and  Casualty  Insurance  Company  of  New  Jersey,  23  Main  Street,  Holmdel,  New  Jersey  07733.  In  Texas,  coverage  may  be  written  by  Consolidated  Lloyds  or  Consumers  County 
Mutual  Insurance  Company  which  are  not  Prudential  companies.  Coverage  not  available  in  every  state  sSachs  Group.  'PruChoice*  is  offered  by  Prudential  Securities  Incorporated.  PruChoice  has  an  annual  fee  of 
1 .25%  of  total  assets  in  the  program,  which  is  assessed  quarterly.  Except  as  otherwise  noted,  all  business  organizations  mentioned  herein  are  subsidiaries  of  The  Prudential  Insurance  Company  of  America. 


"With  all  thy  getting  get  understanding" 

Fact  and  Comment 


By  Steve  Forbes,  Editor-in-Chief 


STOKING 

Several  months  ago  the  stock  market  became  wobbly. 
By  April  many  equities — other  than  a  handful  of  market 
biggies — were  meaningfully  below  their  1996  year-end 
values.  What's  been  fueling  the  current  resurgence?  The 
likelihood  of  a  cut  in  the  capital  gains  tax.  As  is  to  be 


STOCKS 

expected,  when  potential  rewards  for  risk-taking  are 
increased,  smaller  stocks,  especially,  benefit. 

If  the  Administration  guts  or  severely  curtails  this  tax 
reduction,  the  financial  markets  and  the  economy  will 
falter,  particularly  if  the  Federal  Reserve  remains  tight. 


TAX  HEAVY 

Never  before  has  the  federal  tax  take  been  as  high 
as  it  is  today.  In  the  past  six  months  Washington's 
tax  receipts  have  hit  a  record  21%  of  GDP,  a  level  not 
reached  even  during  World  War  II. 

When  President  Clinton  took  office,  that  figure 
was  19%.  The  post-WWII  average  has  been  18.5%. 
To  get  tax  collections  back  to  their  historic  norm 
would  require  an  annual  tax  cut  of  $160  billion. 
Compare  that  amount  with  the  Clinton  Administra- 
tion's proposed  $85  billion  over  five  years:  a  paltry 
yearly  average  of  $17  billion. 
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Federal  tax  receipts  as  a  share  of  GDP 
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Sources:  Department  of  Commerce,  Joint  Economic  Committee  of  Congress. 


NEEDED:  A  REAL  CHINA  POLICY 


The  most  formidable  foreign  policy  challenge  is  to  effec- 
tively handle  the  rise  of  a  new  power.  Our  failure  to  do  so 
with  Germany  and  Japan  in  this  century  cost  us  and  the 
world  dearly.  Will  we  make  the  same  mistakes  with  China? 

President  Clinton  labels  his  China  policy  "constructive 
engagement."  Indifferent  and  incomplete  would  be  more 
accurate.  If  we  continue  Clinton's  drifting  and  zigzagging, 
our  children  and  grandchildren  will  ultimately  pay  the  price. 
We  must  be  open  and  firm.  But  China  doesn't  know  what 
the  real  rules  of  engagement  are;  after  all,  this  President  has 
quickly  made  threats — and  just  as  quickly  backed  down. 

Our  ultimate  hope  for  a  fruitful, 
nonwarlike  relationship  with  the 
Middle  Kingdom  lies  in  the  rise  of 
profreedom,  profree-enterprise  forces 
within  it.  Economic  expansion  and 
trade  are  essential  for  the  growth  of 
middle  and  entrepreneurial  classes 
interested  in  peacefully  improving  their 
lot  in  life.  As  we  have  seen  in  Chile, 
South  Korea  and  Taiwan,  economic 
liberalization  can  bring  in  its  wake 
demands  for  political  reform.  Such 
reform  is  not  inevitable — nothing  in 


We  must  denounce  Chinese  suppression  in 
occupied  Tibet. 


human  affairs  is — but  economic  liberalization  is  the  best 
way.  The  outline  for  a  strong,  effective  approach  is  clear. 
Whether  this  Administration  can  promulgate  and  pursue  it 
is,  to  be  charitable,  an  open  question. 

China's  neighbors  fear  that  we  are  pulling  out  of  Asia. 
We  must  waylay  this  fear  by  maintaining  a  credible  mili- 
tary presence.  Concomitant  with  this  is  a  clear  under- 
standing that  Beijing  cannot  use  force  against  Taiwan. 

We  should  take  the  lead  in  loudly  and  consistently 
denouncing  China's  human  rights  abuses.  These  abuses 
include  suppressing  Buddhists  in  Tibet  and  Christians  in 
China;  suppressing  political  dissi- 
dents; executing  some  prisoners  to 
obtain  their  organs  for  sale,  while 
exploiting  others  through  slave  labor 
to  make  products  for  export;  carrying 
out  forced  abortions;  and  maintain- 
ing death-factory  orphanages.  Beijing 
will  protest  angrily.  But  pressure  will 
yield  results. 

Radio  Free  Asia  must  have  more 
programming  and  more  power  to 
send  its  signals,  so  people  can  actu- 
ally hear  the  broadcasts.  The  free 
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flow  of  truth  is  deadly  to  dictatorial  regimes. 

We  must  stop  selling  China  sophisticated  technology  that 
it  can  use  for  military  purposes,  as  Clinton  has  done  since 
1994.  And  if  Beijing  sells  prohibited  military  equipment, 
sanctions  must  be  applied.  China  was  caught  providing' Pak- 
istan with  nuclear  parts  18  months  ago.  We  did  nothing. 

We  must  react  decisively  to  Chinese  intelligence  oper- 
ations against  the  U.S. 

We  should  stop  the  World  Bank  from  providing  Beijing 
with  subsidized  loans. 


There  are  other  measures  that  can  be  taken.  The  Chinese 
army  controls  some  15,000  companies  that  have  about  $10 
billion  in  sales.  We  should  apply  sanctions  whenever  appro- 
priate, including  instances  involving  violation  of  our  intel- 
lectual property  rights.  China  badly  wants  to  join  the  World 
Trade  Organization;  we  should  use  this  desire  as  leverage, 
particularly  for  reducing  barriers  to  American  products. 

It  is  essential  that  we  carry  out  a  firm,  coherent  China 
policy — one  of  containment,  of  concern  for  human  rights 
and  of  open  trade.  The  stakes  are  of  great  consequence. 


DAZZLING  DATS  AHEAD 


"Any  sufficiently  advanced  technology  is  indistinguishable 
from  magic,"  wrote  Arthur  C.  Clarke,  author  of  2001:  A 
Space  Odyssey.  So  it  seemed  fitting  to  celebrate  Forbes  mag- 
azine's 80th  anniversary  at  Lincoln 
Center  with  the  superb  illusionist  David 
Copperfield.  He  is  one  of  those  rare 
artists  whose  act  is  even  better  than  the 
favorable  press.  If  you  ever  have  a 
chance  to  see  his  show,  do. 

Performing  a  little  magic  of  our  own 
for  the  occasion,  we  produced  a  docu- 
mentary, Ready  or  Not,*  exploring  the 
ways  in  which  advanced  technology  is 
reshaping  business.  True,  the  inventions 


lives  more  fundamentally  than  will  those  we're  just  begin- 
ning to  develop  with  silicon  and  light.  But  the  microchip  is 
extending  the  reach  of  the  human  brain  the  way  machines 
expanded  the  reach  of  human  muscle 
during  the  Industrial  Age.  And  these 
advances  will  alter  the  landscape  in  pro- 
foundly positive  ways. 

This  new  era  will  be  liberating  and 
inspiring,  giving  us  more  choices,  more 
control.  It  will  enrich  us  not  only  mate- 
rially but  also  spiritually  and  culturally. 
That  is  why  this  anniversary  issue  looks 
more  to  the  future  than  to  the  past. 
♦Available    for   $19.95;   call  toll-free: 


of  the  Industrial  era  changed  people's    SF  and  David  Copperfield  at  80th  celebration.  1-800-876-6556. 

AVOIDABLE  TRAGEDY 

Henry  Ashby    Papen  decided  to 


Hitler's  Thirty  Days  to  Power — by 

Turner  Jr.  (Addison-Wesley  Publishing  Co.,  $25).  People, 
not  impersonal  forces,  make  history.  No  more  tragic 
example  of  this  exists  than  Hitler's  rise  to  power  in  January 
1933,  which  this  well-written,  grim  chronicle  makes  clear. 

The  Depression  fueled  the  Nazis'  meteoric  rise, 
but  by  the  dawn  of  1933  Hitler  and  his  party  f 
looked  like  a  declining  force.  The  Nazi  vote  had 
peaked  the  previous  summer,  with  the  party  suf- 
fering a  severe  setback  in  the  fall's  national  elec- 
tions. Subsequent  state  elections  saw  support 
wane  even  more.  The  economy  had  bottomed 
out.  The  Nazis  were  hard  up  for  cash.  Dissent  was 
growing  within  the  Party.  Yet  within  a  month, 
Hitler  achieved  his  goal,  thanks  to  intriguers  who 
thought  they  could  control  him. 

The  main  mover  was  Franz  von  Papen,  a  shal- 
low, mendacious  figure  who  had  the  ear  of  the  aging  but 
still  prestigious  President  Paul  von  Hindenburg.  Von 
Papen  had  recently  lost  the  Chancellorship,  thanks  to 
backroom  maneuvering  by  Defense  Minister  Kurt  von 
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use"  Hitler  to  topple  von  Schleicher 
and  make  himself  the  behind-the-scenes  ruler  of  Germany. 
Von  Schleicher  lost  his  nerve.  Hitler  was  handed  the 
Chancellorship,  and  the  rest  is  blood-drenched  history. 
Had  Hitler  not  been  given  power,  there  probably  would 
have  been  a  military  government — the  kind  that  was 
cropping  up  all  over  Central  and  Eastern  Europe — 
instead  of  the  fanatical,  genocidal  Nazi  regime. 
Excerpt:  The  leading  generals'  territorial  aims 
were  modest  in  comparison  with  Hitler's.  A 
German  war  of  territorial  revision  conducted 
against  Poland  by  a  military  regime  would  have 
differed  greatly  from  the  ideological  war  Hitler 
was  to  launch.  [Moreover],  a  conservative  mili- 
tary regime  in  Berlin  would  have  striven  to  avoid 
conflict  with  the  Western  powers. 

However  regrettable,  such  a  brief  German-Polish 
conflict  would  have  been  a  minor  mishap  compared  with  the 
global  conflagration  of  the  Second  World  War.  With  no 
major  sources  of  international  conflict  remaining  after  a 
successful  revision  of  Germany's  eastern  border,  Europe 


Schleicher,  who  succeeded  him.  Thirsting  for  revenge,  von    might  well  have  settled  down  after  years  of  tension. 

RESTAURANTS— GO,  C  ,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  other  Forbes  colleagues  Jeff  Cunningham  and  Tom  Jones. 


Seryna— 11  East  53rd  St.  (Tel.:  980-9393).  It's 
impressive  to  have  your  steak  cooked  on  a  hot  rock  at  your 
table.  The  sushi  is  superb;  even  the  coffee  is  enticing,  made 
with  little  boilers.  Sign  of  approval:  Many  Japanese  eat  here. 

•  Fresco  by  Scotto— 34  Eas  .  (Tel.:  935- 

3434).  Popular  Midtown  Italiai  .  Especially  good: 


the  osso  buco,  along  with  the  best  rice  pudding  dessert 
we've  ever  tasted.  Service  is  crisp  and  professional. 

•  Le  Gigot— 18  Cornelia  St.  (Tel.:  627-3737).  One  of 
the  best  and  most  cozy  bistros  in  New  York.  Steak  frites,  an 
absolute  classic;  boeuf  bourguignon,  redolent  of  all  things 
French;  raspberry  tart,  superb.  Service  is  a  tad  slow.  H 
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ent  process 
breaking  your  back? 


The  cost  of  acquiring  and  managing  your  MRO  (maintenance,  repair  and  operating)  inventory  can  be  a  heavy  burden 
on  your  bottom  line.  But  we  can  lighten  the  load. 

We  can  provide  you  with  sophisticated  inventory  support  systems  and  virtually  millions  of  products,  enabling  you  to 
eliminate  most  of  your  other  MRO  suppliers  and  lower  your  total  costs. 

With  over  $800  million  in  inventory  at  526  branches  in  the  US,  Canada  and  Mexico,  we  make  it  possible  for  companies 
like  yours  to  reduce  your  MRO  inventory  by  as  much  as  60%.  And  our  advanced  electronic  ordering  systems-including 
the  ability  to  order  online-together  with  error-free  transactions,  can  significantly  cut  your  order  processing  costs. 

Additionally,  through  Grainger  Consulting  Services  and  Grainger  Integrated  Supply  Operations  (GISO),  we  can 
re-engineer  your  MRO  materials  management  process  to  make  it  more  costreffective.  And  your  people  more  productive. 

If  materials  management  pressures  are  taking  you  away  from  your  core  activities,  talk  to  us.   ■  ■■„  , 

We're  already  helping  two  thirds  of  the  Fortune  100  be  more  productive.  We  can  do  the  same  for  fiJZATNQ£!R 
you  too.  Call  1-800-905^3338  ext.  1836  to  see  how. 


ittp://www.grainger.com 
§1997  WW.  Grainger,  Inc. 


Industrial  and  Commercial 
Equipment  and  Supplies 


Cherries  in  winter, 
peaches  in  spring.  It's 
not  the  weather  that's 
changed,  it's  the 
packaging. 


Every  day,  at  36,000  feet,  a  global 
exchange  of  sorts  takes  place. 
Millions  of  freshly  picked  items  crisscros 
the  globe,  many  of  them  gently  nestled  i 
packaging's  version  of  a  first-class  seat— 
a  carton  or  container  designed  by 
International  Paper. 
Chilean  grapes  land  in  Marseilles. 
California  melons  touch  down  in  Warsaw. 
Tuscan  tomatoes  arrive  in  Kyoto. 
What  helps  them  survive  the  trip? 
Package  design  that  anticipates  reality 
temperature  swings,  humidity,  jostling, 
customs  delays,  curious  spiders  and  the 
occasional  1 5-foot  plunge  from  a  cargo 
ship's  hoist. 

Packaging  also  has  to  be  specific. 
Frozen  chicken,  fresh  juice,  fine  china- 
each  poses  a  very  different  challenge. 
Last  year  alone,  our  engineers  designed 
over  44,000  distinct  kinds  of  packaging 
for  businesses  all  over  the  world.  And  i 
a  lab  where  we  mimic  the  rigors  of  glob 
travel,  our  packages  are  tested  until  the 
reveal  their  every  strength  and  weaknes 
We  do  it  for  our  customers,  and  for  all  o 
you  who  crave  fresh,  unbruised  cherrie 
in  midwinter. 


INTERNATIONAL^)  PAPE 

We  answer  to  the  world. 

www.ipaper.com 


Other  Comments 


The  Cutting  Truth 

Supporters  of  big  government  criti- 
cized the  tax  cut  put  forward  [recent- 
ly] by  Representative  Bill  Archer 
(R-Tex.)  as  a  giveaway  to  the  rich. 
It  is  almost  impossible  for  it  not  to 
be — the  poor  don't  pay  any  taxes.  Ac- 
cording to  the  Treasury  Department, 
a  family  of  four  with  an  income  of  up 
to  $20,000  already  pays  nothing  in 
federal  income  taxes.  According  to 
the  IRS,  the  top  50%  of  taxpayers  pay 
over  95%  of  all  federal  income  taxes. 
But  to  liberals,  all  taxpayers  are  "rich." 
-Bruce  R  Bartlett, 
National  Center  for  Policy  Analysis 

Take  the  Reins 

"We  can  summon  the  same  spirit"  as 
[Secretary  of  State  George]  Marshall's 
to  deal  with  new  dangers,  Secretary  of 
State  Madeleine  Albright  said.  "We, 
too,  must  heed  the  lessons  of  the 
past,  accept  responsibility  and  lead." 

But  George  Bush  and  Bill  Clinton, 
were  confronted  by  this  generation's 
challenge  of  ethnic  conflict,  and  ran 
from  the  responsibility  of  American 
leadership.  Great  American  ventures 
depend  on  Presidential  leadership.  Its 
absence  was  the  reason  for  the  tragic 
failure  to  meet  the  Yugoslav  crisis,  and 
again  for  the  failure  at  the  end  of  1991 
and  after  to  give  substantial  help  to 
Russia  in  constructing  a  new  economy. 

America's  role,  Secretary  Albright 
said,  is  to  "show  the  way  when  oth- 
ers cannot."  It  is  an  important  truth. 


What  a  difference  it  would  make  to 
the  world  if  the  Presidents  of  our 
time  understood  and  acted  on  it. 
-Anthony  Lewis,  New  York  Times 

Like  sheep  on  a  hillside,  economic 
forecasters  huddle  together  for 
warmth.  Stray  lambs  (outliers)  risk 
being  devoured  (fired),  but  an  econ- 
omist whose  prediction  is  similar  to 
those  of  his  peers — no  matter  how 
far  from  reality — can  say,  "I  guess  we 
all  got  it  wrong."  Forecasters  have 
an  informal  guild:  If  they  all  say  the 
same  thing,  their  employers  cannot 
hire  someone  who  does  better. 
-James  K.  Glassman, 
American  Enterprise  Institute 

A  Better  Approach 

[In]  1994,  President  Clinton  moved 
to  "delink"  trade  from  human  rights  in 
America's  relations  with  China  rather 
than  impose  sanctions.  Since  he  had 
made  threats  that  China  had  defied, 
this  humiliated  America.  Nonetheless, 
there  was  a  strong  case  against  trade 
sanctions  on  the  grounds  that  China's 
flourishing  commerce  worked  to 
weaken  the  tight  control  of  its  regime. 

A  more  effective  tool  for  democra- 
tizing China  would  be  Radio  Free  Asia. 
This  could  [serve]  as  a  forum  where  a 
variety  of  views  could  contend.  And  it 
could  set  a  model  for  free  journalism  in 
China,  employing  some  of  the  open- 


minded  Chinese  journalists  [exiled]  as 
a  result  of  their  honest  reportage. 
-Joshua  Muravchik,  The  Impera- 
tive of  American  Leadership 

Priceless 

If  they  cannot  pass  on  money  the 
only  way  parents  can  benefit  their 
children  is  by  giving  them  a  good 
education.  A  good  education  leads 
to  a  good  job,  which  leads  to 
enough  money  to  give  your  children 
a  good  education,  which.  ...  To 
achieve  this,  almost  any  sacrifices  are 
worth  making. 
-The  Old  School  Tie, 
by  Jonathan  Gathorne-FIardy 

Way  to  the  White  House 

Cranky  conservatives  should  stop 
their  grousing.  Consumer  confidence 
in  the  U.S.  is  at  an  all-time  high. 
Conservatives  should  accept  that  Bill 
Clinton  is  President;  then  recognize 
that  it  was  Ronald  Reagan  who  started 
all  this  over  15  years  ago.  It  was  [his] 
tax  cuts,  deregulation,  disinflation,  free 
trade  and  spending  restraint  that  gave 
the  economy  its  strong  legs,  and  pro- 
vided the  prosperous  ground  Bill 
Clinton  and  his  60%  approval  rating  are 
now  standing  on.  In  free,  democratic 
nations  it  is  optimistic  visionaries  who 
succeed,  pessimists  who  fail.  Reagan 
taught  us  that.  Clinton  learned  it.  Next 
century  conservatives  must  redefine  it. 
-Lawrence  Kudlow,  chief  econo- 
mist, American  Skandia 

Articulation 

How  DO  Americans  feel  about  art? 
"I'm  glad  it  exists,"  said  a  woman.  "But 
I  don't  necessarily  like  it  in  my  house." 
Do  they  prefer  small  or  big  paintings? 
"I  like  big  paintings,"  responded  anoth- 
er woman.  "  I'd  like  to  have  one  paint- 
ing and  not  have  to  buy  fifty."  Asked 
whether  they  would  take  $500  or  a 
painting  of  equal  value  by  an  artist  they 
liked,  one  man  wanted  to  know  if  the 
artist  were  dead  or  alive.  "It's  worth 
more  if  he's  dead,"  he  reasoned.  "I 
heard  about  this,"  added  another. 
-Richard  B.  Woodward, 
New  York  Times  Magazine  wm 
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PASSION  FOR  THE  ROAD~ 


Some  people  are  swayed  by 

what's  under  the  hood, 

NOT  WHAT'S  ADORNING  IT.  Gaze  beneath  the  sculpted  lines  of  the  Millenia  S 
and  you'll  be  treated  to  what  Road  &  Track  observed  "launches  the  car  like  a  shot 
from  a  cannon."*  An  award-winning,  210-horsepower  Miller-cycle  V6— the  most 

sophisticated  powerplant  we've  engineered  to  date. 


MAZDA  MILLENIA  S 


And  the  ultimate  complement  to  the  sophistication  level  of  the  S's  fit  and 
finish,  road  feel  and  attention  to  luxurious  detail.  No,  the  hood  ornament  isn't 
designed  to  impress.  What  lives  beneath  it,  however,  is  an  entirely  different  story. 


For  information  call    1  -800-639-  1000    www.mazdausa.COM    *Road  &  Track.  January  1 995   ©1997  Mazda  Motor  of  America,  Inc. 


Fortunately,  the  Id 
applies  to  bottles, 


Trevira 

A  member  of  the  Hoechst  Group 


st  "lite"  trend  now 


This  1.5-liter  bottle  made 
from  PET  plastic  weighs  a  whole 
45  grams. 

That's  a  fraction  of  the  weight  of 
a  glass  bottle.  (And  PET  won't 
fracture.) 

PET  plastic  - 
so  only  the  contents 
carry  any  weight. 

So  you're  not  weighed  down 
by  the  packaging,  just  its  contents. 
What's  more,  it  can  be  easily 
recycled.  So  it's  easy  come,  easy  go. 

It's  just  one  of  the  ways  our  sub- 
sidiary Trevira,  a  global  leader  in 
PET  manufacture,  is  helping  to 
take  the  weight  off  your  shoulders. 

Hoechst  AG,  D-65926  Frankfurt 
http://www.hoechst.com 

Hoechst  is  an  international  group  of 
companies  spearheading  innovation 
in  Life  Sciences  and  Industry.  With 
more  than  140,000 people  worldwide, 
last  year's  sales  totalled  $  30  billion. 


Finding  new  ways. 


Hoechst 


Invented  transistor  fifty  years  ago.  Made  modern  electronics  possible  (TVs,  radios,  computers, 
cell  phones,  foot  massagers,  etc.).  New  Bell  Labs  innovation:  56  Kbps  modem  chip  set  from  our 
Microelectronics  Group.  Can  make  Internet  access  twice 
as  fast  over  regular  phone  lines.  (Think  jet-powered 
surfing  on  Net.)  Seven  of  top  ten  modem  makers 
already  use  our  chips.  (Expect  other  three  to  call 
any  moment.)  To  learn  more,  check  our  Web  site. 


Lucent  Technologies 

■•«  Ufc,  Innovation. 


600  Mountain  Avenue 

ZTNJ  07974 

ft"P- "mvw.Iucem.com 
J-««8-4-Lucent 


We  make  the  things  that  make  communications  work'." 


f&l997  Lucent  Technologies 


Commentary 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Chairman 


HUNGARY:  PROGRESS  BEING  MADE 


After  our  1996  visit  to  Hungary,  we  concluded  that 
despite  serious  growth  and  debt  problems  Hungary  had 
an  unusually  bright  future.  We  still  think  so. 

The  good  news  for  1997  is  that  Hungary  is  in  a  better 
economic  position  than  many  of  its  neighbors  because  of 
its  move  to  a  free  market.  Hungary  has  privatized  most  of 
its  banking,  telecommunications  and  energy  sectors.  Most 
people  with  whom  we  talked  consider  privatization  nearly 
complete.  Better  yet  is  the  fact  that  Hungary's  privatiza- 
tion is  real;  that  is,  majority  shares  in  state-owned  compa- 
nies are  being  sold  to  real  owners,  not  just  to  investment 
funds.  Privatization  works  far  better  when  buyers  have 
bought  with  their  own  money,  be- 
cause they  have  a  vested  interest  in 
running  a  successful  enterprise. 

Also  exciting  is  that  Hungary  is 
attracting  substantial  foreign 
direct  investment,  including  bil- 
lions from  U.S.  corporate  giants. 
Indeed,  nearly  70%  of  Hungary's 
growing  exports  come  from  for- 
eign-owned companies.  But  the 
amounts  invested  are  still  small 
compared  with  those  invested  in 
Asia  and  Latin  America.  Once  for- 
eign investors  are  satisfied  that  the 
economy  is  truly  free- market — 

with  a  stable  currency  and  policies  hospitable  to  profit- 
making,  as  well  as  to  taking  those  profits  home — any 
need  for  foreign  capital  will  be  more  than  satisfied. 

The  banks,  formerly  a  troubled  sector,  are  receiving 
stiff  competition  from  foreign  banks,  which  is  also  good. 

Take  Note 

■  Hungary's  public  debt  is  now  rated  investment  grade, 
and  its  huge  foreign  debt  is  at  last  being  reduced — from 
$22  billion  in  June  1995  to  $14.3  billion  in  December 
1996.  That  foreign  debt,  however,  is  still  one  of  the 
highest  per  capita  in  Europe. 

■  Inflation  in  1996  was  24%,  while  employment,  as  is  the 
case  with  Hungary's  neighbors,  varies  widely  across  the 
country.  In  Budapest  unemployment  is  about  7%; 
nationwide  it  is  near  11%,  but  in  the  northeast  it  runs 
up  to  20%. 


CWW  and  President  Goncz:  Fostering  closer  ties 
and  looking  toward  the  next  century. 


■  Hungary's  budget  deficit  is  less  than  4%  of  GDP,  but 
the  economy  grew  only  about  1%  in  1996  (although  the 
"gray  economy"  has  grown  at  a  much  higher  rate).  Real 
growth  is  starting,  but  inflation  must  be  curbed  without 
shutting  down  any  recovery. 

■  Hungary  may  change  the  rules  for  indexing  pensions 
and  wages,  which  not  only  contribute  to  but  also 
encourage  inflation.  This,  however,  can  only  be  accom- 
plished with  the  cooperation  of  labor  and  management. 

■  Hungary's  natural  resources  are  its  fertile  soil,  good  cli- 
mate, bauxite — the  ore  from  which  aluminum  is  made — 
and  oilfields,  where  natural  gas  has  been  struck.  The  coun- 
try is  rich  in  mineral  springs — some 
renowned  for  their  medicinal  value. 
■  Tourism  is  strong,  and,  of  course, 
Budapest's  storied  beauty  is  a  fac- 
tor in  this. 

The  Right  Approach 

Hungary's  exceptionally  popu- 
lar president,  Arpad  Goncz,  told 
us  that  his  country's  "attaining 
membership  in  NATO  and  the 
EU  are  our  highest  priorities." 
Prime  Minister  Gyula  Horn  shares 
this  conviction,  and  using  figures 
for  defense  spending  by  European 
NATO  and  non-NATO  countries,  he  demonstrated  that 
Hungary  can,  over  the  long  range,  save  money  by  joining 
NATO — to  say  nothing  of  greatly  strengthening  its  own 
security.  This  counters  the  pro- Russian  opponents  who 
talk  about  the  "big  cost  of  bringing  Hungary's  forces  up 
to  NATO  standards."  Every  country  could  stand  to 
improve  its  armed  forces,  but  Hungary  is  ready  for  full- 
fledged  NATO  membership  now. 

Our  very  able  ambassador,  Donald  Blinken — a  success- 
ful investment  banker,  education  leader  and  arts  patron — 
serves  us  well  indeed.  He  has  greatly  advanced  the  U.S. 
and  Hungary's  close  and  strong  relationship. 

Hungary  is  a  scenically  beautiful  and  economically 
strong  countr  y.  There  is  reason  to  expect  ever- improving 
growth  in  the  years  to  come.  The  U.S.  should  work  hard 
to  assist  this  country.  By  so  doing,  we  help  ourselves  and 
the  cause  of  freedom. 
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If  you're  stuck  with  old  PCs  again, 
maybe  it's  your  buying  process  that's  obsolete. 


Good  news  for  CFOs  who  have  ever  wrestled  with  undervalued  assets. 
IBM  Customer  Financing  PC  Leasing  Solutions  can  help  you  leverage 
your  IT  budget  and  manage  the  technology  assets  your  business  needs. 
Think  of  it  as  the  first  insurance  policy  against  PC  obsolescence. 
Customer  Financing  offers  flexible  mid-  and  end-of-lease  options.  Easy 
equipment  exchanges  help  you  avoid  getting  stuck  with  outdated 
hardware.  You  can  also  bank  on  lower  payments,  predictable  cash  flow, 
a  faster  rate  of  amortization  and  financing  as  low  as  6.5%  when  you 
finance  a  qualifying  IBM  server  with  your  IBM  PCs.  All  of  which  add 
up  to  a  simpler,  more  manageable  budget,  the  hottest  equipment  for 
your  staff,  and  a  budget  in  tune  with  your  CIO's  priority  list.  How  much 
will  this  newfangled  process  cost?  We  knew  you'd  ask,  that's  why  our 
Customer  Financing  representative  is  ready  to  give  you  complete  details, 
just  call  1  800  IBM-2468,  ext.  FA238  or  stop  by  www.financing.ibm.coni 
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The  birthday  arms  race 


BY  DYAN  MACHAN 


My  neighbor 
once  threw  a 
simple  party 
for  her  kid. 
He  wouldn't 
speak  to  her 
afterwards. 


When  I  turned  9,  my  mother  baked  me  a 
birthday  cake,  Grandma  drove  up,  and  a  few 
neighborhood  kids  stopped  by.  The  only  gifts 
were  from  Mom  and  Dad. 

Thirty  years  later  I  prepare  for  my  twins'  sev- 
enth birthday  party.  Times  have  changed.  What 
to  do  for  them  this  year? 

They  have  already  had  the  Power  Rangers 


3  bash,  a  bowling  party  and  the  services 
&  of  a  clown  named  Loonie  Louie,  whose 
|  act  was  much  funnier  than  his  invoice. 
1  We've  also  had  the  swimming  party.  I 
consult  with  neighbors,  asking  what's 
au  courant  this  year? 

I  settle  on  the  Lizard  Man. 
The  first  lizard  man  I  call  charges 
$160  for  45  minutes'  entertainment. 
For  this  you  get  a  couple  of  snakes, 
geckos,  a  kind  of  reptile  petting  zoo. 
And,  special  for  my  boys,  a  "free"  tree 
frog  each. 

Lizard  man  number  one's  competi- 
tor wants  $175,  but  he  throws  in  hiss- 
ing cockroaches  and  a  blue-tongued 
skink,  a  type  of  lizard,  that  will  kiss  the 
boys  on  the  cheek.  I  hire  bidder 
number  one. 

Now  for  the  presents.  It  used  to  be 
the  birthday  child  received  the  gifts. 
More  change. 

Today  you  also  have  to  bribe  the 
guests.  Goody  bags  are  an  industry  in 
themselves,  with  party  stores  carrying 
favors  from  Batman  to  X-Men.  A  gen- 
erous friend  saves  me  this  year  by  sending 
giant-size  M  &M  Guy  dispensers. 

Am  I  spoiling  the  kids?  Being  your  typical 
guilt-stricken  mother,  I  consult  a  wise  neigh- 
bor. She  tells  me  she  once  gave  a  simple  old- 
fashioned  small  party  for  her  kid  and  he 
wouldn't  speak  to  her  for  months  afterwards. 
What's  for  next  year?  The  Queen  Mary? 


The  squeaky  wheel 


Markets  are 
efficient — for 
those  who 
squawk 
loudest. 


My  younger  brother,  Marc,  is  an  agitator. 
One  week  he's  demanding  that  his  credit  card 
company  lower  his  interest  charges.  The  next 
week  he's  harassing  his  cellular  phone  compa- 
ny for  better  rates.  "Don't  you  have  anything 
better  to  do?"  I  ask  as  he  recounts  his  latest  tilt 
with  the  corporate  establishment. 

You  see,  Marc  and  I  see  things  differendy.  I 
assume  that  markets  are  efficient;  that  over  the 
long  run  I'm  getting  the  best  rates — even  if  I 
don't  squawk.  Know  what?  Marc's  right.  This 
month,  when  my  phone  bill  arrived  just  a  day 
after  Marc  boasted  of  his  new  12-cent-a-minute 
rate  to  our  native  Canada,  I  checked  the  fine 
print:  I  pay  22.4  cents  a  minute  to  Canada. 

In  December  I  signed  up  for  something 
called  AT&T  True  Country  Savings.  "You're 
saving  20%  on  all  your  direct-dialed  calls  to 


your  special  country,"  reads  my  AT&T  bill.  Oh, 
yeah?  Maybe  I  am  saving  20% — on  some  rate  I 
bet  no  one's  used  in  years.  But  I'm  also  paying 
46%  more  than  my  brother  does.  "Ma'am," 
responds  an  annoyed  AT&T  operator  when  I 
call  to  investigate,  "You  did  not  overpay;  you 
paid  the  rate  you  signed  up  for."  She's  right. 

But  I  will  no  longer  be  taken  as  a  sucker.  I'm 
going  to  be  like  my  brother — the  sort  of  cus- 
tomer every  company  dreads.  This  morning  I 
called  AT&T  to  demand  some  recompense. 
Their  representative  ended  by  giving  me  60 
free  minutes  of  domestic  long  distance 
calls — plus  the  12-cent-a-minute  rate  to 
Canada. 

The  spirit  of  the  Asian  bazaar  lives  in  silicon- 
era  America.  If,  that  is,  you've  got  the  time  and 
energy  to  spend  haggling.  -N.M. 
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The  more  scribbled  the  name,  the  greater  the  fame 


BY  JAY  AKASIE 


Were  my 
colleagues 
impressed 
with  my  new 
V.I.P. 
signature? 
They  just 
giggled. 


Last  month  an  ad  in  the  back  of  a  magazine 
caught  my  eye:  "So  You  Want  To  Be  A 

V.  I. P.?  Then  sign  your  name  like  one!"  For 
$25,  V.I. P.  Signatures  promised  to  design  a 
distinctive  signature  worthy  of  a  top  execu- 
tive. What  to  lose?  I  mailed  in  a  copy  of  my 
exceedingly  ordinary  signature. 

Addie  Letwin,  founder  of  New  York-based 

VI.  P.  Signatures,  says 
37  people  have  respond- 
ed to  her  ad,  which  ran 
three  times  in  the  3/4 
months  she's  been  in 
business.  She  takes  her 
metier   seriously — and 
why  not?  In  an  age  of — shall 
we    say,    enhancements — 
where  the  overweight  get 
liposuction,  the  old  get  face- 
lifts   and    the    bald  get 
implants,     an  enhanced 
signature     seems  worth 
trying. 

Why  signatures?  Accord- 
ing to  Letwin,  the  more 
important  the  person,  the 


My  old  signature  (top)  and  my  new  one 
From  an  ordinary  Joe  to  a  V.I.P. 


more  distinctive — and  illegible — is  his  or  her 
signature. 

"Remember  what  Robert  DeNiro's  charac- 
ter said  in  the  movie  The  King  of  Comedy:  'The 
more  scribbled  the  name,  the  greater  the 
fame.'"  Says  she,  "That's  practically  an 
endorsement  of  my  idea." 

Two  weeks  after  I  sent  Letwin  my  chick- 
en scrawl,  the  new  me 
arrived  by  mail.  Loopy 
and  exaggerated,  with 
an  unexplained  circle 
suspended  over  my  first 
name,  my  new  signa- 
ture was  designed  by  a 
Los  Angeles  artist  named 
Dominique  Forma.  Were 
my      colleagues  duly 
impressed?  Sure.  They  just 
giggled. 

I  practiced  the  new  sig- 
nature a  couple  of  times 
and  soon  gave  up.  If  I  ever 
become  a  V.I.P.,  I  guess  my 
signature  will  have  to  speak 
for  itself.  WB 
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Joshua  Feinman,  global 
economist  at  Bankers  Trust, 
thinks  U.S.  growth  in  1997 
will  roughly  match  the  3%  of 
1996.  However,  he  expects 
it  to  slow  to  2%  in  1998. 
Reason:  the  interest-rate- 
hiking  Federal  Reserve.  He  225 
points  out  that  the  employ- 
ment cost  index  (ECI)  is  up 
3%  over  the  last  four  quar-  200 
ters  and  predicts  it  will  rise 
another  3.5%  by  the  end  of 
1998  s  first  quarter.  This  will  175 
force  the  Fed,  says  Feinman, 
to  boost  short-term  rates 
(now  5.5%)  to  about  6.25%. 


Current  286. 7*'      Previous  286.8'       Percent  change 


'Preliminary  tRevised 

The  Forbes  Index  is  a  measure  of 
U.S.  economic  activity  composed  of  eight 
equally  weighted  elements:  the  cost  of 
services  relative  to  all  consumer  prices, 
the  level  of  new  orders  for  durable  goods 
compared  with  manufacturers'  inventories, 
total  industrial  production,  new  housing 
starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail 
sales,  total  consumer  installment  credit. 
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Sound  hils  p  af  a  speed  of  760  mph. 

Light  hits  pal  a  speed  of  671,000,000  mph. 

Toshiba  DVD  makes  if  actually  feel  like  if. 


Your  pulse  races.  Your  gut  quivers.  That  little  vein  in  your 
forehead  is  throbbing.  Senses — meet  Toshiba  DVD. 


PLEASE,  NO  TALKING  DURING  THE  SHOW 

At  Toshiba,  we've  developed  the  technology  that  fits  up  to 
133  minutes  of  heart-pounding  video  and  audio, 
normally  .reserved  for  the  finest  cineplexes,  ^fl 
for  use  at  home  on  a  disc  the  size  of  a  CD.  ^W^^^^^ 
Picture  quality  that's  three  times  better  than  '.>■ 
VHS  and  audio  recorded  in  full  Dolby  Digital  ^^^^V 
Surround  Sound®  on  six  discrete  channels. 
And,  our  models  can  even  play  your  favorite  ^^^^ 

Compact  discs.       »  5"  (same- as  CD) 

NO  WAITING,  NO  FADING,  NO  RENOVATING 

Because  the  discs  are  read  by  laser,  there  is  never  any  need  to 
rewind  a  DVD.  And,  there's  no  chance  of  your  favorite  DVD 
deteriorating  with  every  play  like  a  VHS  tape.  Finally,  you  won't 
have  to  build  an  addition  to  your  home  to  hold  your  DVDs.  The 
packages  are  as  streamlined  and  efficient  as  the 
discs  themselves. 

TALL,  SHORT,  OR  FRENCH — 
WE'RE  READY  FOR  ANYTHING 

Many  DVD  movies  will  come  with  some  of  the  most 
incredible  options  only  Hollywood  and  Toshiba  could  dream  of, 
■  including  the  ability  to  change  the  format  of  the  movie  to  fit 
any  television  you  play  it  through,  from  regular  size  to 
widescreen;  language  tracks  of  up  to  eight  different 
languages  ranging  from  English  to  French;  subtitles  in  up  to 
32  different  languages;  the  ability  to  view  the  same  scene  of 
a  movie  from  any  of  up  to  nine  remote-controHed  angles;  or 
multiple  endings  to  the  same  movie.  If  the  feature  is  on  the 
disc,  Toshiba  DVD  players  are  ready  for  it. 

YEAH,  SO? 

We  believe  your  senses  will  thank  you  for  this  complete  and 
total  assault.  As  soon  as  they're  out  of  traction. 


Toshiba  DVD 


In  Touch  with  Tomoi 

TOSHIBA 

To«!i!l>i  Amcia  Coruumer  Prodc-ciA.  Inc.,  62  Totowa  Ro? J.  Way  « 

http://www.dtfd.toshiba.com 


torDes 


Tempted  to  get  back  at  a  cheating  spouse  or  a  nasty  boss 
by  reporting  him  or  her  to  the  IRS?  Think  twice. 

Boomerang! 

By  Janet  Novack 

Four  years  ago  Marvin  Free- 
man killed  his  former  wife, 
Sherry  Kadin.  Now  33,  the 
White  Bear  Lake,  Minn,  man  is 
serving  a  life  sentence.  But  the 
case  didn't  end  there.  The 
victim's  children  sued  the  IRS, 
blaming  the  agency  for  her 
death. 

The  IRS  implicated  in  a 
murder?  Yep.  It  came  out  in 
Freeman's  trial  that  Kadin  had 
snitched  to  the  IRS  on  her  ex- 
hubby  and  his  second  wife.  The 
ex  paid  her  back  with  two  bullets 
in  the  back  of  her  head.  The  civil 
suit  claimed  the  irs  negligently 
revealed  Kadin's  identity  as  a 
confidential  informant.  Last 
month  the  suit  was  settled  before 
trial.  The  Feds  will  pay  enough 
to  cover  college  and  other 
expenses  for  Kadin's  daughters, 
now  9  and  12. 

Here's  the  sad  story:  In 
November  1992  an  IRS  auditor 
told  Freeman  and  his  second 
wife  they  owed  $6,537,  in  part  for 
claiming  phony  exemptions.  The 
auditor  left  her  cubicle  to  make 
copies.  Freeman  peeked  into  a  file  on 
her  desk  and  found  out  who  had 


Don't  do  it  for  money 


Taxes  recovered  and  rewards  paid  ($miliions) 
Rewards  Recoveries 


'92  '94 

Source:  Internal  Revenue  Service. 

The  IRS  is  tightfisted  with  rewards.  Over  the  last 
five  years,  in  those  cases  where  it  paid  rewards, 
the  bounties  averaged  less  than  2%  of  the  tax 
revenues  recovered. 


turned  him  in. 

Kadin  told  the  auditor 
that  her  ex-husband  subse- 
quently threatened  her,  but 
the  irs  "did  nothing  to  pro- 
tect her,"  says  Kadin  family  HH 
lawyer  Patrick  Spott. 

Have  you  fantasized  about  getting 
revenge  on  someone  by  turning  him 
over  to  the  irs?  Think  at  least  twice. 
Last  year  the  irs  received  320,000 
tips.  Criminal  agents  screened  each, 
but  only  412  led  to  full-fledged  crim- 
inal investigations. 

Many  people  believe  that  the  IRS 
pays  snitches  10%  of  whatever  their 
tips  produce  in  revenue.  Actually,  it 
pays  10%  of  only  the  first  $75,000  in 
taxes,  fines  and  penalties  recovered.  It 
pays  5%  of  the  next  $25,000  and  1% 
of  anything  over  that.  The  maximum 
reward  is  $100,000;  for  that  the  irs 
must  recover  more  than  $9  million. 


Nebraskans  Terry 
and  Patricia  Jones 
An  IRS  informant 
destroyed  their 
business,  but  didn't 
help  the  IRS. 


Last  year  only  650  of  the 
9,530  informants  who 
applied  for  rewards  got 
them,  and  their  payouts 
averaged  just  $5,431.  Tax- 
able, of  course. 

"Most  tips  are  in  the  cate- 
gory of 'My  employer  is  such  a  cheap- 
skate he  must  be  cheating,'"  says  IRS 
spokesman  Steven  Pyrek.  But  cheap- 
skates aren't  necessarily  tax  cheaters. 

A  detailed  tip  does  get  the  IRS' 
attention.  Agents  prize  disgruntled 
employees  who  arrive  bearing  their 
bosses'  books  or  copies  thereof.  Even 
if  the  evidence  is  stolen,  the  IRS  will 
use  it  so  long  as  the  theft  took  place 
before  an  informant  first  approached 
the  Treasury. 

Bullets  in  the  head  aren't  the  only 
hazard  facing  potential  informers. 
Sometimes  informers  end  up  entan- 
gling themselves  in  tax  hassles,  irs 
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policy  is  this:  You  won't  be  forgiven 
your  own  civil  tax  liabilities  in  return 
for  fingering  someone  else. 

"A  lot  of  informants  are  quite  dirty 
themselves,"  says  Robert  S.  Fink,  a 
New  York  criminal  tax  defense  lawyer. 

Snitching  can  be  especially  danger- 
ous in  divorce  cases.  Consider  the 
classic  revenge  informant,  the 
divorced  spouse  who  fingers  her 
ex-husband  for  tax  evasion  that 
occurred  when  the  couple  filed 
joint  returns.  If  she  knew — or 
should  have  known — he  was 
fudging,  the  IRS  will  deny  her 
"innocent  spouse"  status  and 
hold  her  jointly  liable  for  the 
back  taxes.  "If  you  know  enough 
to  turn  the  person  in,  then  you 
probably  know  too  much  to  be 
an  innocent  spouse,"  says  Balti- 
more criminal  tax  attorney  Paula 
Marie  Junghans. 

Junghans  warns  revenge-seek- 
ers to  be  careful  about  harming 
themselves.  An  ex-husband 
who's  in  deep  to  the  IRS  can't 
write  alimony  and  child-support 
checks.  A  lawyer,  convicted  of  tax 
fraud  after  his  ex-wife  fingered  him, 
lost  his  law  license,  leading  a  judge  to 
reduce  his  monthly  child  support  and 
alimony  from  $4,000  to  $320. 

For  its  part,  the  IRS  must  be  suspi- 
cious of  tips  passed  on  to  it.  Consider 
the  Jones  case. 

At  7  a.m.  on  Feb.  1,  1990,  35  IRS 


THE  LAW 


The 
golden  leaf 

Guess  who  planned  the 
strategy  in  the  tobacco 
lawsuits?  The  same 
characters  who  made 
killings  in  asbestos  and 
breast  implants. 

By  Christopher  Palmeri 
and  James  Samuelson 


criminal  agents,  armed  with  a  search 
warrant,  descended  on  Terry  L. 
Jones'  oil  distribution  company  in 
Lincoln,  Nebr.  Shortly  after  9  a.m.  a 
TV  crew  arrived.  The  evening  news 
showed  agents  loading  boxes  of 
Jones'  records  onto  a  truck.  Next  day, 
Jones'  suppliers  started  canceling  his 
lines  of  credit. 


Jones  was  never  charged  criminally. 
In  fact,  he  ended  up  getting  a  tax 
refund.  But  the  publicity  ended  his 
plans  for  an  early  retirement.  "I 
worked  for  40  years  and  accumulated 
a  healthy  net  worth  (of  about  $5  mil- 
lion)," fumes  Jones,  64.  "The  IRS 
destroyed  it  in  12  hours." 

As  it  turns  out,  the  same  vengeful 
informant  who  falsely  fingered  Jones 


You've  read  a  lot  in  the  media  about 
the  noble  souls  who  fight  the  tobacco 
industry  to  protect  our  health.  Now 
meet  the  less  praiseworthy  gendemen 
who  are  the  real  force  behind  the  anti- 
tobacco  lawsuits. 

In  the  asbestos  litigation  less  than 
40%  of  the  settlements  found  their  way 
to  the  alleged  victims,  with  the  other 
60%  going  to  lawyers  as  fees  and  reim- 
bursement for  their  expenses. 

Now  the  tobacco  companies  are 
talking  about  paying  $300  billion.  It's 
impossible  to  calculate  at  this  stage 
what  percent  the  lawyers  will  get,  but 
it's  clear  we're  talking  not  about  hun- 
dreds of  millions  of  dollars,  but  billions. 
Lester  Brickman,  a  class-action  expert 
and  professor  at  Yeshiva  University's 
Cardozo  School  of  Law  in  New  York 
City,  confidently  predicts  "the  largest 


apparently  also  alerted  the  television 
crew — after  an  IRS  agent  improperly 
tipped  him  off  that  the  raid  was 
planned.  In  short,  the  IRS  was  had. 

In  February,  U.S.  District  Judge 
Richard  Kopf  ruled  that  Jones'  oil  com- 
pany was  entitled  to  damages  for  viola- 
tion of  taxpayer  privacy  laws.  Another 
trial  will  determine  how  much  Jones 
and  his  wife,  Patricia,  will  collect. 

On  the  other  hand,  vengeful 
ex-employees  sometimes  do 
reveal  useful  information  to  the 
IRS.  Last  year  Robert  Perlman, 
owner  of  BrandsMart  USA,  a 
Miami  discount  electronics  and 
appliance  store  chain,  agreed  to 
pay  $6.7  million  in  fines,  back 
taxes,  interest  and  penalties.  He 
was  sentenced  to  ten  months  in 
jail  for  tax  fraud. 

Perlman  was  fingered  by 
former  BrandsMart  controller 
Eduardo  J.  Perez,  who  brought 
photocopies  of  company  records 
to  the  IRS.  Perez  says  he  was  only 
doing  his  duty,  but  was  it  just  an 
accident  that  he  brought  the  records 
to  the  IRS  soon  after  Perlman  sued  him 
for  nonpayment  of  a  $10,000  loan? 

Perez  got  a  reward  and  revenge, 
but  were  they  worth  the  price?  Before 
Perlman  pleaded  guilty,  Perez  was  put 
through  two  grueling  cross- 
examinations,  and  had  to  admit  from 
the  stand  that  he  had  submitted  phony 
pay  stubs  to  get  a  home  loan.  H 


lawyers'  fees  in  the  history  of  the 
world." 

It's  not  just  plaintiffs'  lawyers  who 
profit.  Plaintiffs  attorney  Russ  Herman 
claims  that  the  lawyers  defending  the 
tobacco  companies  are  already  pocket- 
ing $600  million  a  year. 

The  current  wave  of  lawsuits  and  set- 
tlement talks  did  not  just  happen. 

The  settlement  talks  followed  a  set  of 
suits  by  state  attorneys  general  suing  on 
behalf  of  state  Medicaid  funds.  This 
strategy  was  concocted  by  Mississippi 
Attorney  General  Michael  Moore  and 
his  former  law  school  classmate  and 
wealthy  plaintiffs  attorney  Richard 
Scruggs. 

Moore  has  received  around  $60,000 
in  campaign  contributions  over  the  last 
decade  from  Scruggs  and  attorneys 
close  to  him. 
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Scruggs,  an  asbestos  lawyer  whose 
seven-member  firm  operates  out 
of  a  strip  mall  in  Pascagoula, 
Miss.,  hopped  around  the 
country  in  his  Learjet,  per-  f| 
suading  37  other  attorneys 
general  to  join  Mississippi 
in  suing  the  tobacco  indus- 
try. These  states  have,  in  JjiiJI 
turn,  contracted  with  about  jjBM 
50  other  plaintiffs'  lawyers' 
firms  to  organize  the  litigation.  J§[ 

A  second  set  of  suits  began  with 
Louisiana  trial  lawyer  Wendell  Gauthi- 
er.  He  financed  the  first  class  action 
suit,  the  so-called  Castano  case,  in 
1994  by  collecting  $100,000  from 
each  of  60  plaintiffs  attorneys'  firms 
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around  the  country.  Thus  capitalized  to 
the  tune  of  $6  million,  Gauthier's 
group  has  since  initiated  class  actions  in 


Mining  the  torts 


And  you  thought  chief  executives  were  making  out.  Some  of  the  prominent 
lawyers  who  stand  to  share  in  the  huge  fees  generated  by  a  tobacco  settlement  (see 
story)  have  already  pocketed  big  money  by  organizing,  financing  and  litigating 
asbestos,  breast  implant  and  other  personal  injury  cases.  Each  of  the  eight  lawyers 
below  has  a  stake  in  the  tobacco  litigation;  all  appeared  in  Forbes'  last  survey  of  the 
country's  highest-paid  attorneys  (Nov.  6,  1995).  The  income  figures  following  the 
lawyers'  names  are  estimated  pretax  income  for  one  year,  1994.  We  don't  yet  have  fig- 
ures for  the  years  1995  and  1996,  but  we  doubt  that  the  numbers  are  getting  smaller. 

Walter  Umphrey,  61,  Beaumont,  Tex.,  $19  million.  Now  leads  the  Texas  charge 
against  the  tobacco  companies.  With  four  other  firms  Umphrey's  company  stands 
to  collect  15%  of  what  Texas  recovers. 

John  O'Quinn,  55,  Houston,  Tex.,  $40  million.  The  king  of  the  breast  implant 
torts,  O'Quinn  is  also  participating  in  Texas'  suit  against  the  tobacco  industry. 

Wayne  Reaud,  49,  Beaumont,  Tex.,  $26  million.  Cleaned  up  in  asbestos  and,  like 
O'Quinn,  is  a  Texas  delegation  member. 

Ronald  Motley,  53,  Charleston,  S.C.,  $11  million.  Has  a  piece  of  the  tobacco 
action  in  more  than  a  dozen  states.  Motley  is  representing  the  state  of  West  Vir- 
ginia pro  bono,  but  he  is  working  on  contingencies  that  are  as  high  as  25%  in  states 
like  Florida. 


Peter  Angelos,  68,  Baltimore,  Md.,  : 
in  its  suit  against  the  tobacco  industr 


19  million.  Represents  the  state  of  Maryland 

for  a  25%  contingency. 


Stanley  Chesley,  61,  Cincinnati,  Ohio.,  $6  milli 

tobacco  litigation  (see  story).  Fees  yet  to  be  deter 

Stephen  Susman,  56,  Houston,  Tex.,  $4  millior 
resenting  tobacco  in  the  Texas  suit. 


Laurence  Tribe,  56,  Cambridge,  Mass.,  $2  million 
professor,  he  is  representing  Florida,  Massachusetts  ana  \\ 
stands  to  collect  juicy  consulting  tees  from  the  Texas  law)  ' 


the  class-action  side  of  the 


lefense  lawyer,  rep- 


but 


18  states.  Their  fees  will  be  negoti- 
ated separately  with  the  tobacco 
companies  after  a  settlement. 
Many  of  the  legal  entre- 
preneurs behind  the  tobac- 
co cases  have  topped 
Forbes'  lists  of  highest- 
paid  attorneys.  There's 
Stanley  Chesley,  61,  the 
self-styled  Master  of  Disas- 
ter (Forbes,  Feb.  22, 1988), 
who  built  his  practice  around 
plane  crashes  and  hotel  fires.  Peter 
Angelos  made  so  much  from  asbestos 
cases,  he  led  a  group  that  bought  the 
Baltimore  Orioles  baseball  team  for 
$173  million  (Forbes,  Nov.  6, 1995). 

Don't  forget  Harold  Nix  (Forbes, 
Oct.  21,  1996),  the  lawyer  who  for  ten 
years  has  been  suing  every  company 
that  ever  did  business  with  an  oilfield 
pipe  plant  in  Morris  County,  Tex., 
alleging  that  these  villains  helped  create 
a  "chemical  aids"  that  infected  every- 
one involved. 

These  champions  of  the  common 
good  had  some  legal  scrapes  of  their 
own.  Richard  Scruggs  is  defending 
himself  against  two  former  partners 
who  claim  he  cheated  them.  He  denied 
the  charges.  Wendell  Gauthier  remains 
entwined  in  the  controversy  surround- 
ing the  awarding  of  casino  licenses  in 
Louisiana  (Forbes,  Oct.  21, 1996). 

John  Coale,  a  lead  negotiator  for  the 
class-action  attorneys,  and  his  wife,  CNN 
legal  commentator  Greta  Van  Susteren, 
narrowly  beat  charges  of  soliciting 
clients  in  West  Virginia  last  year. 

Breast  implant  king  John  O'Quinn 
(Forbes,  July  3, 1995)  stands  accused 
of  paying  third  parties  to  solicit  clients 
for  him  after  a  1992  USAir  crash.  In 
January  he  was  sentenced  to  lour  days 
in  jail  for  drunk  driving. 

Meanwhile,  the  tobacco  litigators 
have  powerful  friends  in  Washington. 
Hillary  Clinton's  younger  brother, 
Hugh  Rodham,  is  a  lead  plaintiffs 
attorney/negotiator  in  the  talks. 

You  have  to  hand  it  to  these  guys.  If 
there's  a  misfortune,  they'll  figure  out 
how  to  make  a  killing  from  it.  In  early 
June  a  61 -year-old  Seattle  man  sued 
the  Safeway  supermarket  chain  and  the 
Washington  Dairy  Products  Commis- 
sion, claiming  that  his  milk  addiction 
gave  him  clogged  arteries  and  a  stroke. 

He  cited  the  tobacco  litigation  as  his 
inspiration.  H 
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REAL  ESTATE 


A  huge  shopping  mall  at  the  entrance  to  Grand 
Canyon  National  Park?  The  would-be  developer 
has  a  powerful  pal  in  the  Clinton  Cabinet. 


Shopping,  anyone! 


By  Christopher  Palmeri 

Thomas  De  Paolo,  a  real  estate 
developer  from  New  Jersey,  was  kick- 
ing around  the  tiny  town  of  Tusayan, 
Ariz.,  about  a  mile  from  the  entrance 
to  Grand  Canyon  National  Park. 
What  a  spot  for  an  outlet  mall.  All 
those  vacationing  families — surely  they 
would  prefer  shopping  to  sightseeing. 

The  three  families  who  own  most  of 
the  town  gave  him  the  cold  shoulder. 

De  Paolo  wasn't  discouraged.  He 
learned  that  the  Forest  Service  might 
be  interested  in  swapping  land  near 
the  park  for  larger  private  holdings 
elsewhere.  He  heard  Park  Service 
employees  were  unhappy  with  their 
trailer  park  housing  and  the  dearth  of 
basic  services. 

Putting  these  two  factors  together, 
De  Paolo  is  proposing  to  build,  on 
land  currently  owned  by  the  Forest 
Service,  a  whole  new  community 
along  the  mile-long  stretch  of  highway 
between  Tusayan  and  the  Grand 
Canyon's  South  Rim  entrance.  He  is 
thinking  on  a  grand  scale.  His  Canyon 
Forest  Village  will  include  up  to  3,600 
hotel  rooms  and  400,000  square  feet 
of  retail  space,  all  done  in  a  mountain 
village  motif. 

De  Paolo  figures  the  project  could 
cost  $650  million,  but  money  isn't  his 
problem.  The  problem  is  getting  the 
land  swap  deal.  The  Park  Service  has  a 
master  plan  for  the  Grand  Canyon 
that  calls  for  limiting  the  number  of 
cars  in  the  park.  Ultimately  the  Park 
Service  wants  to  have  80%  of  the  visi- 
tors shuttled  in  by  light  rail  or  bus. 

How  to  pay  for  the  parking  and 
shuttling?  De  Paolo  to  the  rescue.  He 
has  offered  to  build  a  massive  parking 
lot  and  staging  area  within  the  pro- 
posed Canyon  Forest  Village — along 
with  low-cost  housing,  a  movie  the- 
ater, schools  and  a  health  clinic  for  the 
3,000  people  who  work  in  the  park. 

To  get  the  land  to  swap  for  the  650 
acres  he  needs  for  his  village,  De  Paolo 


quietly  acquired  or 
optioned  2,200  acres 
of  private  land  in 
Kaibab  National 
Forest,  which  cradles 
the  national  park. 
Acquiring  this  acreage 
would  advance  the 
Forest  Service's 
master  plan  that  calls 
for  acquiring  all  of  the 
private  land  holdings 
within  their  forest. 

If  the  Forest  Ser- 
vice says  no?  De 
Paolo  vows  to  devel- 
op his  Kaibab  holdings. 

Small-business  people  in 
northern  Arizona  burgs  like 
Tusayan,  Williams  and 
Flagstaff,  who  live  off  the  MM 
tourist  trade,  don't  want  all 
of  those  new  hotels  and  restaurants  so 
much  closer  to  the  park. 

But  when  savvy  folk  like  De  Paolo 
have  a  political  problem,  they  pull 
political  strings.  De  Paolo's  strings 
seem  to  lead  to  U.S.  Interior  Secretary 
Bruce  Babbitt.  Babbitt  was  De  Paolo's 
lawyer  for  six  months  in  1990  and 
1991.  Babbitt's  former  law  firm, 
Phoenix's  Steptoe  &  Johnson,  is  De 
Paolo's  general  counsel. 


Developer  Thomas 
De  Paolo  (above); 
Bruce  Babbitt 

A  conflict  of 
interest? 


For  years  De  Paolo  handed  out 
copies  of  a  promotional  video  in 
which  Babbitt  more  or  less  endorsed 
the  Canyon  Forest  Village  project. 
Only  after  Forbes  asked  Babbitt  about 
the  video  did  he  tell  De  Paolo  to  edit 
him  out. 

The  De  Paolo/Babbitt  ties  go  deep. 
Babbitt  Brothers  Trading  Co.,  a  long- 
time national  park  concessionaire 
owned  by  Babbitt 
family  members,  is  a 
partner  in  Canyon 
Forest  Village.  As 
part  of  De  Paolo's 
land  swap,  Babbitt 
Brothers  will  trade 
700  acres  of  grazing 
land  in  the  middle  of 
nowhere  for  space  in 
the  proposed  devel- 
opment. Wmen  asked 
about  his  apparent 
conflict,  Babbitt 
insisted  through  a 
spokeswoman  that 
the  land  swap  is  a 
decision  for  the  Forest 
Service,  which  falls 
under  the  Secretary  of 
Agriculture's  purview. 
Babbitt  also  noted 
that  he  has  divested 
his  Babbitt  Brothers 
Trading  holdings, 
although  his  mother's 
estate  continues  to 
own  stock. 

De  Paolo  hasn't 
sewed  up  his  Canyon 
Forest  Village  land 
swap  yet.  Over  the 
summer  the  Forest 
Service  will  hold  public 
information  sessions  and, 
next  year,  its  regional  direc- 
tor in  Albuquerque,  Charles 
Cartwright,    will  choose 
between  De  Paolo's  propos- 
al and  four  others  that  involve  more 
limited  development. 

Environmental  politics  is  involved, 
too.  Bruce  Babbitt  is  a  good  friend  of 
environmental  groups  (see  story,  p.  82) 
including  the  Sierra  Club,  the 
Audubon  Society  and  the  Grand 
Canyon  Trust,  a  nonprofit  that  deals 
with  park  issues.  It  will  be  interesting 
to  see  how  these  people  lobby  on 
Canyon  Forest  Village.  SB 
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COMPANIES 


A  category-killer  stalks  Upholstery  Row, 
home  of  one  of  the  last  fragmented  businesses. 


Sofa  with  your  stereo,  sir; 


By  Tim  W.  Ferguson 

The  furniture  world  is  abuzz  with 
word  that  $7.7  billion  (revenues)  Cir- 
cuit City  Stores,  Inc.  is  testing  the 
waters  to  sell  sofas,  bedroom  sets  and 
odier  home  furnishings. 

It's  more  than  rumor.  With  500 
stores  already,  Circuit  City  will  run  out 
of  places  to  take  its  core  con- 
cept, an  electronics-and-appli- 
ances  category-killer.  At  800  it 
will  reach  maturity  over  the 
next  five  to  ten  years,  says  San- 
ford  C.  Bernstein  analyst  Ursula 
Moran,  and  die  company  needs 
growth.  Having  launched  the 
CarMax  chain  of  new  and  used- 
car  lots  in  1993,  Richmond, 
Va. -based  Circuit  City  is  now 
focusing  on  furniture,  another 
fragmented  industry  with  high 
markups. 

Circuit  City  wants  to  open  a 
prototype  furniture  store  next 
year  near  Pordand,  Ore.  Although  no 
deal  has  been  signed,  the  Portland 
prototype  is  said  to  entail  150,000 
square  feet,  plus  warehouse  space. 

Circuit  City's  partner  would  be 
Glen  Grodem,  who  built  a  local  furni- 
ture chain  called  Smith's  Home  Fur- 
nishings before  running  out  of  cash 
and  going  bust  in  1995. 

It's  easy  to  see  why  Circuit  City  is 
eyeing  furniture.  According  to  Britt 
Beemer,  a  consultant  to  several  inde- 
pendent furniture  retailers,  gross  oper- 
ating margins  in  well-run  stores 
exceed  40%,  double  those  in  electron- 
ics-and-appliance  retailing.  High  costs, 
including  frequent  returns,  generally 
keep  most  of  that  from  falling  to  the 
bottom  line.  But  shrewd  operators 
coin  money,  among  them  Berkshire 
Hathaway's  Nebraska  Furniture  Mart 
in  Omaha  and  its  less-known  (but 
larger)  R.C.  Willey  Home  Furnishings 
chain  in  Salt  Lake  City. 

Like  the  electronics,  appliance  and 
used-car  industries,  the  $50  billion 
U.S.  furniture  business  has  been  shak- 
ing out  and  consolidatir 


count,  the  industry  has  25%  fewer 
operators  than  it  did  ten  years  ago. 
National  chains  such  as  Levitz  have 
struggled,  while  long-powerful 
regionals  such  as  Seaman  Furniture 
Co.  and  RB  Furniture  were  decimated 
by  the  1991-92  recession.  Big  depart- 


America's  top  furniture 

store  chains 

,  1996 

Name 

Furniture 

Number  of 

sales 

stores 

($mil) 

Heilig-Meyers 

$1,022 

944 

Levitz  Furniture 

961 

129 

Sears  HomeLife* 

657 

146 

Pier  1  Imports 

551 

669 

Haverty's  Furniture 

457 

95 

'Sears  as  a  whole,  along  with  Montgomery  Ward  and  J.C.  Penny 

recorded  total  furniture  sales  in  excess  of  $657  mi 

lion. 

Source:  Furniture  /today. 

Will  a  "Furniture  Circuit"  zoom 
onto  some  future  list? 


ment  stores  have  kept  in  the  game, 
but  nobody  has  more  than  a  3% 
market  share. 

In  short,  this  has  all  the  earmarks  of 
a  good  business  if  it  can  be  properly 
restructured.  However,  it's  a  tricky 
business — witness  the  current  shake- 
out.  "This  is  a  style,  and  fashion  busi- 
ness," says  Troy  Pcery  Jr.,  president  of 
Heilig-Meyers  Co.,  another  Rich- 


mond-based retailer,  which  has 
emerged  as  the  industry  leader  after 
major  recent  acquisitions.  Furniture 
customers  are  tickle,  with  tastes  varying 
widely  across  the  country.  They  enter  a 
store  to  get  ideas  and  browse,  not  nec- 
essarily to  buy.  It's  not  the  kind  of  busi- 
ness in  which  customers  enter 
g  stores  already  knowing  pretty 
|  much  what  they  want  to  buy. 
|  "Mr.  and  Mrs.  Smooch  could 
|  look  for  new  furniture  for  five 
2  years,"  says  Walt  Pelett,  of  City 
Liquidators  in  Pordand. "It's  pur- 
chased by  the  woman,  and  they 
don't  need  to  buy  it  now." 

Giant  Wal-Mart  stuck  its  toes 
in  this  water  and  apparently 
didn't   like   the  temperature. 
Dozens  of  the  retailer's  older 
stores  were  recommissioned  as 
Bud's  Discount  City  oudets,  and 
within  three  of  those,  Wal-Mart 
Quality  Furniture  units  were  opened, 
beginning  in  1995.  But  one  has  since 
closed — and  no  others  are  planned. 

Price  Club,  now  part  of  Costco 
Wholesale,  tried  selling  furniture  in 
separate  stores  as  well  as  in  its  main 
units,  but  now  offers  it  only  spottily. 
Hernan  Rubio,  who  was  a  Price  Club 
warehouse  manager,  recalls  that  cus- 
tomers were  finicky.  They  would  reject 
deliveries  of  furniture  that  had  a  slight- 
ly different  grain  from  the  showroom 
models',  not  realizing  when  making 
their  "emotional  buy"  that  wood  and 
marble  vary.  Result:  cosdy  returns. 

Still,  no  risk,  no  reward.  Circuit's 
earnings  are  down  24%  in  the  most 
recent  fiscal  year.  It  could  use  a  hit. 

Furniture  may  not,  in  the  end,  be 
the  ticket:  Grodem  and  Circuit  City 
Chief  Executive  Richard  Sharp  are 
keeping  dieir  plans  to  themselves.  Cir- 
cuit City  has  tested  other  ideas,  such 
as  selling  heating  and  air-conditioning, 
only  to  drop  them.  But  this  one  looks 
serious.  If  Circuit  City  does  move  in, 
look  for  sparks  to  fly  in  this  sleepy 
industry.  M 


46 


Forbes  ■  July  7,  1997 


POLITICS 


When  salespeople  prattle  to  you  about  the  beauties 
of  public-private  partnerships,  make  sure  tax  exempt 
bonds  are  not  involved  in  the  project. 


Moonshine  bonds 


By  Matthew  Schifrin 


To  politicians,  there  are  few  phrases 
more  hip  than  "public-private  part- 
nership." You  know:  business  and 
government  working  together  for  the 
common  good.  The  free  market  and 
caring  pols  hand  in  hand. 

Phoenix,  Ariz,  civil  engineer 
Richard  Carr,  59,  smelled  money  in 
that  slogan. 

Come  with  us  to  the  municipality  of 
Apache  Junction,  Ariz.,  population 
21,484,  just  20  miles  east  of  Phoenix. 
This  scenic  spot,  at  the  base  of  the 
Superstition  Mountains,  is  a  winter 
haven  for  45,000  snowbirds  who 
camp  at  its  numerous  trailer  and  recre- 
ational vehicle  parks. 

All  those  winter  visitors  strain  the 
town's  sewage  facilities  and  limit  the 
town's  growth.  That  was  okay  with 
most  of  the  residents,  who  twice  voted 


down  proposals  to  construct 
a  sewage  system.  These 
modest-income  folk  had  no 
wish  to  pay  higher  taxes. 

Then  Richard  Carr  came 
to  town  extolling  public- 
private  partnerships.  Carr 
had  a  dubious  past.  His  HHH 
prior  construction  manage- 
ment company  was  liquidated,  and 
Carr  declared  personal  bankruptcy  in 
1990.  Another  sewage  project  in 
Quartzsite,  Ariz,  ended  in  a  legal  mess 
after  Carr  was  fired. 

Nevertheless,  in  1992,  Carr  talked 
Apache  Junction's  elders  into  creating 
a  not-for-profit  municipal  district, 
Superstition  Mountains  Community 
Facilities  District.  The  district  could 
issue  tax-exempt  bonds  to  finance  the 
treatment  plant,  to  be  repaid  by  user 


Bobby  Ayres, 
David  Wettlin  and 
George  Price 

Greenville's  toll  road 
would  run  through 
this  pasture.  Some 
don't  trust  strangers 
bearing  bonds. 


fees. Taxes  would  not  be  raised  and  a 
referendum  would  not  be  needed. 

Carr  was  exploiting  a  provision  in 
federal  tax  law  that  permits  developers 
to  set  up  nonprofit  entities  to  finance 
ostensibly  "good"  projects  like  retire- 
ment homes,  using  tax-free  revenue 
bonds  (Forbes,  Dec.  11,  1989). 

In  Apache  Junction,  Carr's  compa- 
ny, Interwest  Management,  organized 
the  whole  deal:  doing  feasi- 
S  bility  studies;  hiring  con- 
§  struction  managers;  lining 
z  up  bond   underwriters — 
Chicago-based  Mesirow 
Financial. 

In  late  1994  and  in  1995 
Mesirow  sold  $32  million  in 
20-year  tax-free  bonds  bear- 
ing rates  from  8.5%  to 
8.875%.  Allstate  Insurance 
bought  both  issues. 

Either  Allstate  was  care- 
less, or  the  underwriters 
were  less  than  candid — or 
both.  One  of  Carr's  project 
managers  was  a  convicted 
felon  who,  according  to  a 
complaint  filed  by  Allstate, 
had  served  time  for  an 
attempted  bombing  in  an 
insurance  fraud.  He  was  also 
allegedly  involved  in  bid-rig- 
ging in  the  Apache  Junction 
deal.  During  the  second  half 
of  1996  the  sewage  plant 
had  losses  of  $1.2  million, 
and,  in  January  1997,  the 
district  filed  for  bankruptcy. 

According  to  the  lawsuit, 
the  feasibility  study  done  by 
Carr's  company  grossly 
overstated  the  number  of 
Apache  Junction  residents 
who  had  signed  up  for 
sewage  connection.  The 
system  needed  at  least  8,000 
resident  users,  or  about  1.2 
million  gallons  of  sewage,  to  service  its 
debt.  However,  only  a  fraction  had 
signed  up,  and  the  current  usage  is 
only  some  600,000  gallons  per  day.  A 
new  feasibility  study,  commissioned  by 
the  district,  estimates  less  than  1  mil- 
lion gallons  after  ten  years. 

Busted,  the  public-private  authority 
is  trying  to  get  Allstate  to  take  a  50% 
haircut  on  the  $32  million  in  principal 
of  the  bonds. 

Richard  Carr  has  an  explanation  for 
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all  of  his  failures.  He  says  Apache  Junc- 
tion is  the  victim  of  poor  marketing  by 
the  district.  Still,  his  company  drew 
$1.5  million  in  project  management 
fees  from  the  sewage  plant.  The  under- 
writer, Mesirow,  got  $900,000  in  fees. 

While  Apache  Junction  and  Allstate 
nurse  their  wounds,  Richard  Carr  has 
moved  on.  He  is  now  pushing  yet 
another  public-private  project,  this 
one  a  16-mile,  four-lane  toll  highway 
in  Greenville,  S.C.  to  connect  Inter- 
state 85  with  Interstate  385.  Motorists 
would  pay  a  toll  of  75  cents  each  way. 

This,  too,  was  a  deal  that  develop- 
ers coveted,  but  local  voters  appear  to 
be  against  it.  In  early  1995  Carr  set  up 
a  limited-liability  company,  Interwest 
Carolina  Transportation  Group,  to  do 


the  deal.  Carr's  group  includes  a  local 
feasibility  firm,  Wilbur  Smith  Associ- 
ates. This  time  the  financing  amount 
is  close  to  $200  million,  and  Lehman 
Brothers  will  assist  Mesirow. 

When  the  toll  road  came  up  for  bid, 
two  experienced  highway  construction 
management  companies,  Flour  Daniel 
and  Perini,  Harbert-Yeargin,  using 
Smith's  figures  to  formulate  their  bids, 
lost  out  to  Carr's  group,  which  has 
never  built  a  toll  road.  How  did  Carr's 
Interwest  win  the  contract?  By  pro- 
jecting traffic  and  toll  revenues  50% 
higher  than  in  the  original  study  made 
by  Smith,  now  on  Carr's  project  team. 

Lehman  and  Mesirow  plan  to  sell 
the  bonds  this  summer.  If  the  fees  are 
anything  like  Apache  Junction's, 


Carr's  outfit  stands  to  make  nearly 
$10  million  in  management  fees. 

Will  the  toll  road  go  the  way  of  the 
sewage  treatment  plant?  "This  is  a  very 
rural  area,  an  area  where  moonshine 
cut  its  teeth,"  says  local  resident 
George  Price.  "I  don't  think  people 
are  going  to  want  to  pay  the  tolls." 

Carr  has  also  set  his  sights  on  even 
bigger  game.  The  Clinton  Administra- 
tion has  set  up  a  program  of  State 
Infrastructure  Banks  to  help  finance 
highways  and  other  such  projects.  The 
program,  using  federal  seed  money,  is 
supposed  to  encourage  innovative 
financing.  Right  on  Carr's  turf. 

Count  on  one  thing:  Those  bond 
sellers  won't  be  calling  on  Allstate  to 
unload  the  Carolina  bonds.  ■■ 


MARKETS 


Swindlers' 
paradise 

Apparently  greed  makes 
people  careless. 
They  shouldn't  count  on  the 
cops  to  protect  them. 


Brokers 


The  charts  below  tell  the 
story.  In  the  past  five  years  the 
army  of  stockbrokers  has  grown  by 
50%,  to  650,000  strong.  The  U.S. 
now  has  more  stockbrokers  than 
steelworkers.  The  regulatory  staffs 
at  the  Securities  &  Exchange  Com- 
mission and  the  National  Associa- 
tion of  Securities  Dealers  have 
grown  18%  during  the  period: 
2,442  regulators  last  year,  versus 
2,069  in  1991.  One  regulator  for 
every  266  brokers.  Ditto  for 
enforcement  actions:  The  nasd  and 
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SEC — combined — brought  one 
enforcement  action  for  every  400 
brokers. 

Cities  are  getting  federal  help  to 
put  more  uniformed  cops  on  the 
beat.  How  about  a  little  extra 
staffing  for  the  security  cops?  Even 
with  increased  staff,  the  NASD  did 
5%  fewer  routine  examinations  at 
brokerages  last  year  than  in  1991. 
Preying  on  the  least-informed 
people,  the  security  crooks  are 
giving  capitalism  a  bad  name. 

-Gretchen  Morgenson  um 
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Source:  Securities  &  Exchange  Commission;  Securities  Industry  Association;  National  Association  Dealers. 
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Right  wing,  left  wing: 
What's  the  difference? 


BY  STEVE  H.  HANKE 


Steve  H.  Hanke  is  a 
professor  of  Applied 
Economics  at  The 
Johns  Hopkins 
University  in  Baltimore. 


With  the  elections  of  Tony  Blair  in  the 
U.K.  and  Lionel  Jospin  in  France,  the  left 
controls  the  governments  in  13  of  the  15 
countries  in  the  European  Union.  Does  this 
portend  a  new  swing  to  the  left  in  Europe? 
Not  really.  It  simply  reflects  voter  disillusion 
with  the  so-called  right.  Left  or  right,  the 
European  political  elites  embrace  the  welfare 
state  and  the  European  Monetary  Union.  The 
economic  debate  in  Europe,  to  the  extent  that 
there  is  one,  is  limited  to  haggling  over 
details.  The  voters  simply  chose  a  change  of 
faces,  not  a  real  change  in  policy. 

It's  also  not  surprising  that  the  EU  countries 
continue  to  suffer  declining  international 
competitiveness.  Of  the  countries  surveyed  in 
the  World  Economic  Forum's  most  recent 
"Global  Competitiveness  Report,"  the  EU 
countries  rank  twenty-seventh  on  average.  By 
contrast,  the  so-called  Anglo-Saxon  nations, 
with  their  freer  economies,  rank  ninth. 

Here  are  some  significant  1996  numbers 
for  the  EU  versus  Anglo-Saxon  countries.  GDP 
growth  rates:  1.6%  versus  2.5%.  Unemploy- 
ment rates:  11%  versus  8%.  Government 
spending  as  a  percent  of  gdp:  54%  versus  39%. 
Payroll  tax  rates:  39%  versus  14%. 

Instead  of  trying  to  fix  its  broken 

The  economic  debate  in  Europe, 
to  the  extent  that  there  is  one, 
is  limited  to  haggling  over  details. 


economies,  the  EU  has  become  obsessed  by 
two  things:  lashing  out  against  Anglo-Saxons 
and  reaching  the  starting  gate  for  a  common 
currency  in  1999. 

If  there  is  support  for  alternative  policies, 
neither  the  left  nor  the  right  is  providing  it.  A 
subsidized  chorus  continues  to  sing  the  praises 
of  uniting  Europe  under  a  semisocialist 
banner.  Any  challenge  of  the  European  elites' 
dictates  is  verboten,  and  the  propagation  of 
their  orthodoxy  is  subsidized  by  the  state. 
From  time  to  time  this  strategy  can  backfire. 
For  example,  the  European  Commission 
formed  "Groupeuro"  to  be  an  EMU  mouth- 


piece. Members  are  under  contract  and  receive 
a  bounty  each  time  they  make  a  favorable 
utterance  about  emu.  This  sweetheart  arrange- 
ment ran  into  trouble  when  it  was  learned  that 
Gustav  Raab,  Austria's  chief  spokesman  for  the 
government's  "balanced"  emu  information 
campaign,  was  on  the  take  from  "Groupeuro." 

Most  nutty  ideas  are  praised  or  go  unchal- 
lenged. Indeed,  many  Europeans  believe  that 
unemployment  can  be  solved  by  reducing 
work  hours;  similar  crackpot  ideas  cropped  up 
in  the  U.S.  during  the  Great  Depression.  Yet 
Dominique  Strauss-Kahn,  the  new  French 
finance  minister,  was  heralded  by  the  captains 
of  industry  as  a  market-friendly  genius  when 
he  proposed  to  solve  France's  chronic  unem- 
ployment problem  by  cutting  the  work  week 
from  39  to  35  hours,  while  requiring  compa- 
nies to  maintain  current  wage  rates. 

The  French,  as  well  as  other  EU  members, 
have  unquestioningly  bought  into  the  old 
lump  of  labor  fallacy:  that  there  is  a  limited 
amount  of  work  to  be  done  and  that  society  is 
threatened  by  a  chronic  and  increasing  short- 
age of  jobs  as  technology  advances.  A  visit  to 
Silicon  Valley  might  enlighten  them — if  they 
are  indeed  even  open  to  new  ideas. 

Where  will  it  all  end?  Keep  your  eyes  on 
Germany,  where  Chancellor  Kohl  is  on  a  colli- 
sion course  with  a  fed-up  German  public. 
Since  1990  the  Kohl  government  has  poured 
more  than  $600  billion  into  the  former  East 
Germany  without  much  in  the  way  of  results. 
The  public  knows  that  this  super  "Marshall 
Plan"  has  not  worked. 

Kohl  is  in  trouble,  too,  because  the  Ger- 
mans do  not  trust  the  Chancellor  with  their 
mark,  particularly  after  his  finance  minister's 
shenanigans  over  revaluing  the  Bundesbank's 
gold  reserves  so  the  capital  gains  could  cam- 
ouflage a  horrendous  deficit. 

Public  opinion  in  Germany  is  running 
against  the  emu  and  the  Euro.  Like  the  other 
"conservatives"  in  Europe,  Kohl  is  in  trouble. 
In  the  end  the  Germans  will  refuse  to  give  up 
their  beloved  deutsche  marks  for  political 
money.  Like  the  French  and  British  before 
them,  the  Germans  are  learning  that  neither 
the  left  nor  the  right  offers  them  real  econom- 
ic choice.  The  prospect  is  for  more  political 
turmoil,  and  declining  competitiveness.  H 
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the  number  one 
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in  copiers. 


Gene  Phillips  helped  drive  National  Realty  L.P. 
into  the  ground.  Adding  insult  to  injury,  he's  getting 
away  with  buying  its  valuable  assets  on  the  cheap. 

The  old 
double  dip 


By  Gretchen  Morgenson 

Gene  Phillips  was  a  disaster  for 
investors  in  the  1980s,  but  he  has 
come  roaring  back.  You  can't  say  the 
same  for  those  naive  enough  to  invest 
with  him. 

Phillips,  59,  was  at  the  helm  when 
a  now-defunct  real  estate  partnership 
firm  called  Southmark  sank  into 
bankruptcy.  His  investors  lost  heavi- 
ly. Phillips  lived  lavishly  in  Texas. 

Southmark,  after  all,  wasn't  his 
only  business.  Phillips  controls  a  real 
estate  master  limited  partnership 
called  National  Realty.  Limited  part- 
ners of  this  publicly  traded  conglom- 
eration of  35  real  estate  limited  part- 
nerships tried  to  oust  him  from  the 
top  spot  in  1992,  but  Phillips  held  on 
and  continues  to  earn  enormous 
management  fees  on  National  Realty 
properties.  He  does  this  through 
affiliated  companies  he  owns,  such  as 
Carmel  Realty,  which  takes  1%  of 
rental  income  a  year  from  properties 
it  manages. 

We're  talking  big  money.  Phillips' 


1 5  years  running 


Gene  Phillips, 
National  Realty's 
general  partner 
Will  this  master 
strategist  manage 
to  checkmate 
his  limited 
partners 

once  and  for  all? 


Joseph  Moorman, 
investor 
An  Air  Force 
fighter  pilot 
in  World  War  II, 
he's  battling 
Phillips  to 
the  bitter  end. 
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affiliated  companies  took  out  fees  of 
$  1 6  million  last  year. 

Phillips'  name  does  not  shine 
brighdy  in  real  estate  circles.  With  his 
record  of  mismanagement — South- 
mark  was  one  of  the  largest  bank- 
ruptcies in  U.S.  history — and  his  pen- 
chant for  using  public  companies  he 
controls  to  enrich  himself,  National 
Realty  units  trade  at  discounts  of 
around  70%.  Smart  money  won't  go 
near  a  stock  Phillips  is  in. 

Is  Phillips  chagrined?  Heck,  no. 
He's  been  buying  these  discounted 
units  for  a  song.  Eric  Von  der  Porten, 
a  money  manager  in  San  Carlos,  Calif. 


and  an  investor  in  National  Realty, 
reckons  that  Phillips  has  paid  roughly 
$8  a  unit  for  the  60%  of  National 
Realty  he  now  owns.  Those  units 
fetch  $18  on  the  Amex.  If  liquidated, 
they'd  be  worth  about  $60  each. 

Nice  deal.  You  smell  die  place  up  so 
badly  no  one  else  wants  to  get  near  it, 
then  you  buy  it  at  a  discount.  Liqui- 
dating National  Realty  assets  would 
bring  in  some  $758  million.  Phillips 
alone  would  make  $200  million. 

For  the  roughly  20%  of  the  origi- 
nal investors  who  remain — folks  who 
have  seen  their  investments  lose 
75% — this  is  the  ultimate  skewering. 


Phillips  wove  a  tangled  web.  Bank- 
rupt in  1989,  Southmark  left  more 
than  $1  billion  in  investor  losses. 

Phillips  was  building  National 
Realty  even  as  he  was  building  South- 
mark.  Like  Southmark,  National  was 
badly  damaged  by  the  1986  tax  law 
changes — but  it  wasn't  bankrupted. 
National  Realty  was  created  by 
rolling  together  35  existing  real  estate 
limited  partnerships.  Publicly  traded 
National  Realty  began  life  valued  at 
$10  a  unit,  but  fell  to  just  $3  or  $4 
the  minute  it  began  trading. 

In  1988  angry  unit-holders  filed  a 
class-action  suit  alleging  that  the  roll- 
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up  violated  partnership  agreements. 
By  1990  the  units  traded  under  $1. 

In  1990  the  litigation  was  settled, 
and  a  three-man  oversight  committee 
was  set  up  to  implement  a  settlement 
agreement.  The  agreement  stated 
that  if  National  Realty  units  traded 
below  a  specific  price  in  1991  and 
1992,  Phillips  would  have  to  resign  as 
general  partner  and  the  partnerships 
would  be  liquidated.  A  member  of 
the  oversight  committee,  Ronald 
Baker,  ran  an  investment  firm  that 
held  $2.5  million  in  National  Realty 
units.  For  seven  years  Baker  has 
fought  Phillips'  control  of  National 
Realty,  trying  to  force  liquidation  of 
the  partnership  to  realize  its  value  for 
beleaguered  limited  partners. 

The  settlement  agreement's  price 
targets  were  never  met;  a  $40  target 
for  1995  isn't  in  sight.  But  Phillips' 
legal  maneuverings  kept  him  in  con- 
trol and  earning  those  management 
fees.  All  the  while  he  quietly  buys 
depressed  units  in  the  open  market. 

Outrageous?  Forbes  thinks  so.  So 
do  lots  of  investors,  many  of  them  of 
limited  means.  One  early  investor  was 
Joseph  Moorman,  a  World  War  II  Air 
Force  pilot  and  father  of  seven.  Now 
80  years  old,  Moorman  figures  he  is 
out  $58,000,  thanks  to  Phillips. 

But  the  only  person  whose  opin- 
ions count  now  is  Thomas  Jenkins,  a 
retired  Superior  Court  judge  in  San 
Mateo  County,  Calif.  Jenkins  is  over- 
seeing the  National  Realty  class 
action.  To  date  Jenkins  has  let  Phillips 
get  away  with  not  fulfilling  his  obli- 
gations of  the  settlement  agreement. 

On  June  27  Jenkins  will  rule  on 
whether  to  terminate  the  oversight 
committee  and  the  obligations  of  the 
settlement  agreement.  If  he  does, 
control  of  National  will  be  almost 
beyond  challenge,  and  Phillips  will  be 
free  to  buy  up  more  shares  with  an 
eye  to  eventual  liquidation.  As  Baker 
says,  "The  investors  will  lose,  and 
Phillips  and  the  lawyers  win."  Phillips 
would  not  talk  to  Forbes;  no  sur- 
prise. Jenkins  didn't  return  calls. 

They  say  on  Wall  Street  of  limited 
partnerships:  In  the  beginning,  the 
limited  partners  have  the  money  and 
the  general  partner  has  the  experi- 
ence. In  the  end,  the  roles  are 
reversed.  Especially  if  Gene  Phillips  is 
in  the  picture.  M 
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Can  you  manage  change  without  tossing  out  everything  from  the  past? 

At  Herman  Miller,  Michael  Volkema  is  trying  to  achieve  that  kind  of  balancing  act. 


A  touch  of  schizophrenia 


By  Bruce  Upbin 

For  nearly  20  years  Herman  Miller, 
Inc.  harbored  a  heretic.  Christopher 
Norman  was  a  top-notch  salesperson 
and  manager,  but  he  was  convinced 
that  the  company's  basic  strategy  was 
wrong.  Based  in  Zeeland,  Mich., 
Herman  Miller  built  only  premium 
office  furniture  and  justified  its  high 
prices  on  the  grounds  that  the  furni- 
ture paid  for  itself  in  higher  employ- 
ee productivity. 

The  strategy  didn't  work  in  an  era 
of  cost-cutting  and  downsizing.  In 
1992  Herman  Miller's  sales  dropped 
from  $879  million  the  previous  year 
to  $804  million.  Its  earnings  sank 
from  $37  million  to  $17  million. 
Miller's  expenses  had  grown  faster 
than  its  sales. 

Christopher  Norman  (known  as 
Bix)  wasn't  surprised.  Years  before, 
he  had  gained  an  important  insight 
into  what  was  about  to  go  wrong.  He 
was  close  to  nailing  down  a  big  order 
from  Prudential.  "I  got  all  the  way  to 
the  top,"  he  recalls,  "did  the  whole 
song  and  dance.  You  know,  'We'll 
redesign  your  work  flows  and  rehab 
[the  furniture]  you've  got  for  free.' 
They  said,  'Thanks  but  no  thanks, 
[industry  leader]  Steelcase  has  better 
fabrics.'  That's  when  I  realized  that 
equating  design  with  productivity 
gains  is  a  whole  lot  of  horsepucky." 

But  Norman  didn't  quit,  and 
Herman  Miller  didn't  fire  him, 
though  he  had  made  his  feelings 
known  to  management.  Instead  of 
being  fired  he  was  eventually  given 
the  job  of  running  Herman  Miller's 
small  reconditioned-furniture  divi- 
sion. Its  customers  were  mostly 
entrepreneurial  businesses  that 
wanted  a  touch  of  class  in  their 
offices,  but  at  a  lower  price  than  the 
new  stuff. 

Shaken  awake  by  the  industrywide 
slump  of  the  early  Nineties,  the 
Herman  Miller  board  finally  realized 


the  old  strategy  needed  an  overhaul. 
In  luly  1995  the  board  promoted 
Michael  Volkema,  then  just  39,  to 
chief  executive. 

Volkema,  who  had  been  running  a 
fast-growing  file  cabinet  division, 
looked  around  to  see  if  there  were 
any  dynamic  spots  within  the  compa- 
ny. He  found  one:  Bix  Norman's 
cheaper  furniture  division  had  sprout- 


ed into  a  $100  million  (sales)  opera- 
tion. Norman  argued  that  there  were 
thousands  of  little  businesses  that 
knew  the  Herman  Miller  name  and 
would  love  to  own  new  Herman 
Miller  furniture — if  only  the  price 
were  right. 

Norman  proceeded  to  persuade 
Volkema  to  let  him  broaden  his  new 
line  of  well-made  but  lower  priced 
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furniture  and  play  down  the  recondi- 
tioned goods  Norman  was  already 
peddling.  They  called  the  division 
SQA,  for  Simple,  Quick  and  Afford- 
able. Whereas  a  fully  furnished 
Herman  Miller  cubicle  costs 
$10,400,  one  from  Norman's  SQA 
goes  for  $8,300.  sqa's  chairs  and 
desks  come  with  fewer  frills  and  fabric 
choices  than  do  the  standard  lines. 

Norman  armed  sqa's  dealers  with 
$10,000  laptops,  on  which  customers 
can  configure  3-D  floor  plans  on  the 
spot.  With  a  keystroke,  the  factory 
gets  the  work  order  and  the  customer 
gets  an  invoice.  Software  at  the  SQA 
factory  orchestrates  assembly  and 
shipping.  Lead  time  is  less  than  two 
weeks  and  sometimes  two  days,  versus 
the  industry  standard  of  five  weeks. 

With  revenues  now  running  at 
$200  million  a  year,  Norman's  new- 
and-used  SQA  furniture  division  rep- 


resents just  about  13%  of  total  com- 
pany revenues,  but  it  is  growing  at 
30%  a  year,  versus  16%  for  the  com- 
pany as  a  whole.  Miller's  earnings 
should  hit  a  record  $78  million 
($1.63  a  share),  and  are  expected  by 
most  analysts  to  rise  16%,  to  around 
$1.89  a  share  in  the  year  ahead. 

This  dual  approach  to  marketing 
took  some  getting  used  to  at  this  for- 
merly hidebound  company.  "We  had 
a  schizophrenic  period,"  says  Volke- 
ma  delicately.  "I  feel  like  we've  spent 
a  hundred  hours  in  therapy  trying  to 
get  Bix  and  Andy  [Andrew  McGre- 
gor, an  executive  vice  president,  who 
runs  the  division  that  makes  the  stan- 
dard Herman  Miller  lines]  to  com- 
municate. But  you  know  what? 
They're  both  right." 

Apparently  so.  McGregor  recently 
bagged  a  $125  million  order  from 
the  Social  Security  Administration  to 


refurbish  754  Social  Security  offices. 
Included  in  the  order  is  $20  million 
for  Coro,  a  fast-growing  new 
Herman  Miller  division  that  special- 
izes in  furniture-related  services. 

Volkema  is  still  shaking  up  the 
company  from  top  to  bottom. 
Because  so  many  large  companies 
have  centralized  purchasing,  Volkema 
is  building  a  national  service  network 
with  company-owned  dealers  to  sup- 
plement the  independent  dealers  who 
have  traditionally  brought  in  most  of 
the  sales.  He  spent  $12  million  in 
stock  and  cash  last  year  buying  up 
dealerships  in  key  cities  and  plans  to 
spend  another  $20  million  this  year. 

Other  major  changes  are  in  the 
works.  Volkema  is  in  the  midst  of 
condensing  most  of  Miller's  1,500 
Michigan  white-collar  work  force  to 
fewer  buildings  in  and  around  Zee- 
land.  The  Big  Move,  as  it's  called 
around  Miller,  will  create  a  working 
showroom  for  Miller's  latest  designs. 

In  the  headquarters  Miller's 
designers  attempt  to  demonstrate 
how  shared  workspaces  can  reduce  a 
company's  need  for  square  footage 
without  interfering  with  employee 
morale  and  productivity. 

Miller  has  built  what  it  calls  a  "'tele- 
work"  office  in  Grand  Rapids.  Here  a 
Miller  employee  can  reserve  a  work- 
station, hold  a  quick  meeting  before 
heading  to  the  airport  or  simply  relax 
on  a  sofa  for  a  spell.  Any  employee 
who  qualified  for  telecommuting  and 
is  willing  to  give  up  his  or  her  regular 
office  space  at  Zeeland  is  given  a 
$1,500  allowance  to  buy  Miller  fur- 
niture for  his  or  her  home. 

Staying  too  long  with  outdated 
strategy  and  marketing  nearly  sank 
Herman  Miller,  but  say  this  for  the 
company:  By  hanging  on  to  Bix 
Norman,  rather  than  casting  him  out 
for  his  nonconformist  views,  it 
showed  that  it  was  not  hopelessly 
hidebound. 

Surveying  his  successes  in  the  two 
years  since  he  took  over  and  ponder- 
ing the  challenges  that  still  lie  ahead, 
Michael  Volkema  emphasizes  that 
managing  change  is  not  incompatible 
with  preserving  tradition.  "It's  dan- 
gerous to  wake  up  and  say  everything 
you  did  before  was  bad,"  he  says. 
"But  if  you  just  go  back  to  basics, 
you'll  also  hit  a  brick  wall."  ■ 
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When  it  comes 
to  digital  office  solutions, 
we're  going  one  better. 


<  — 

you  to  digital  technology. 
For  years,  Canon  has  been  number  one  in 
copier,  fax  and  color  solutions.  A  fact  that  makes 
us  extremely  proud.  But  what  you  may  not  know 
is  that  we  are  number  one  in  digital  office 
solutions  as  well. 

How  did  we  achieve  this  position?  By  creating 
visionary  ways  to  meet  your  company's  document 
management  needs.  By  offering  your  business 
integrated  digital  systems  that  put  critical  document 

Sources: 

International  Data  Corporation  March  1997 

Dataquest.  A  Gartner  Group  Company 

International  Data  Corporation/LINK  Resources.  1997 

©  1997  Canon  U.S.A.,  Inc. 


processes  right  on  your  network.  By  empowering 
your  people  with  the  ability  to  print,  copy,  fax,  store 
and  scan  directly  from  their  desktops.  It's  the  work- 
place of  tomorrow.  And  Canon  can  deliver  it  today. 

So  whatever  the  future  brings,  we'll  be  there 
for  you.  Because  at  Canon,  being  your  number  one 
source  for  office  solutions  has  always  been  our 
number  one  priority.  For  more  information, 
call  1-800-OK-CANON  anytime.  Or  visit  us  on  the 
Web  at  www.usa.canon.com. 


Canon 


Marie  Knowles  has  trouble  with  the  Texas  lingo; 
except  for  that,  she's  one  hell  of  an  oilman. 

Oil  person 


By  Ashlea  Ebeling 


in  high  school.  In  the  early  1960s 
that  was  a  boys-only  course  and  an 
important  prerequisite  for  studying 
engineering  in  college.  She  was  the 
only  woman  to  earn  a  chemical  engi- 
neering degree  in  the  class  of  1968  at 
the  University  of  Southern  California, 
and  the  first  woman  to  earn  a 
master's  degree  in  chemical  engi- 
neering there. 


Arco's  executive  vice 
president  and  chief 
financial  officer, 
Marie  Knowles 
"Close  to  the 
valve,  not  just 
the  balance 
sheet." 


She's  not  your  typical  oilman,  er,  oil 
person.  Atlantic  Richfield's  chief 
financial  officer,  Marie  Knowles,  is  a 
blue-eyed  blonde  who  plays  the  harp- 
sichord and  tends  a  hedgerow  of  pink 
and  yellow  roses  outside  her  Tudor- 
style  home  in  South  Pasadena,  Calif. 
Even  after  25  years  in  the  oil  and  gas 
business,  the  Los  Angeles  native  still 
doesn't  get  snappy  Texas  sayings 


quite  right:  "That  dog  don't  hunt" 
becomes  "that  dog  does  not  hunt." 

But  syntax  aside,  Knowles  is  a 
weightlifter  who  can  also  handle  guns 
and  sails  a  48 -foot,  1927-vintage 
racing  boat. 

Knowles,  50,  credits  her  father  for 
helping  her  break  through  tradition- 
al barriers  by  getting  special  permis- 
sion for  his  little  girl  to  take  drafting 


Knowles  began  her  career  as  an 
engineer  for  Fractionation  Research, 
a  group  that  studies  distillation  tech- 
niques, but  switched  to  finance  when 
she  joined  Atlantic  Richfield  (Arco) 
in  1972,  earning  her  M.B.A.  at  night. 
Her  engineering  background  gave 
her  a  leg  up  on  other  financial  types; 
she  believed  in  technology  as  an  asset 
rather  than  a  mere  expense.  "She's 
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Why  is  Jack  White  &  Company 

the  f  1  Discount  Broker 
Three  Years  in  a  Row? 

Successful  companies  provide 
an  environment  where  Integrity, 
Excellent  Service  and  Innovation 

thrive.  Innovation  comes  from 
listening  to  clients  and  responding 

tO  them.  "  Jack  White,  President 

Providing  an  environment  for  success 
has  distinguished  our  corporate  team. 


1994 
#1 

16  Leading  Discount 
Brokerage  Firms 
in  Mine  Categories^ 
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SmartMoney 


1995 
#1 

19  Leading  Discount 
Brokerage  Firms 
in  Nine  Categories 


— ■ 


Please  call  for  free  reprints  of  the  SmartMoney 
survey's  and  information  about  our  services  available 
in  1997  including  more  Mutual  Fund  choices  than  any 
broker  (over  5,700  funds),  electronic  crossing, 
The  Ultimate  Market  Account,SM  VISA®  Gold  Credit  Card, 
and  others. 

JdckVJhite  &  Company 

www.jackwhiteco.com 
1  •  800  •  431  •  3500 
9191  Towne  Centre  Drive,  Second  Floor*  San  Diego,  California  92122 

The  Nation's  First  Discount  Broker  With 
Continuous  Management  Since  1973. 

Also  view  us  at  pawws,com/jwc 


SIPC 


■  SmartMoney  is  a  trademark  of  SmartMoney,  a  joint  venture  of  Dow  Jones  &  Co.  Inc. .  and  the  Hearst  Corp. 


CAREERS 


close  to  the  valve,  not  just  close  to 
the  balance  sheet,"  says  Harrell  (Skip) 
Bilhartz,  president  of  Arco's  explo- 
ration and  production  unit. 

"Where  some  executives  might,  I 
won't  give  up  on  Alaska  or  the  deep 
water  in  the  Gulf  of  Mexico,  because 
I  believe  technology  will  continually 
improve  our  ability  to  commercially 
develop  oil  and  gas  there,"  Knowles 
says.  In  1982  she  married  Richard 
Knowles,  then  a  senior  engineer  and 
now  an  executive  in  Arco's  environ- 
mental unit.  He  gave  her  an  over- 
and-under  Beretta  shotgun  as  a  wed- 
ding present.  In  turn,  she  taught 
Richard  to  sail — "an  engineer's 
delight,"  she  says.  They  spend  their 
vacations  duck  hunting  in  Louisiana, 
fly-fishing  for  salmon  and  hunting 
moose  in  Alaska. 

The  1994  Los  Angeles  earthquake 
was  Knowles'  real  test.  Then  presi- 
dent of  Arco's  $1  billion  (sales)  trans- 
portation company,  Knowles  was  get- 
ting ready  for  work  when  she  saw  a 
fiery  Arco  pipeline  rupture  on  the  TV 
news.  Soon  she  was  in  a  helicopter 
flying  over  the  disaster  and  managing 
the  cleanup  of  the  oil  that  spilled  into 
the  Santa  Clara  River.  She  then 
directed  a  safety  review  of  Arco's 
4,000  miles  of  pipelines  and  the  con- 
solidation of  two  pipeline  divisions. 

That  experience  helped  Knowles 
push  Arco's  $2  billion  pipeline  proj- 
ect in  the  former  Soviet  Union  that 
had  been  held  up  over  commercial 
terms.  She  also  advised  the  Arco 
negotiating  team  on  the  recent  joint 
venture  agreement  with  the  Russian 
oil  giant  Lukoil.  That  deal  calls  for  up 
to  a  $5  billion  investment  by  Arco 
over  15  years. 

Under  a  new  organization 
announced  in  March,  Knowles  will 
work  with  the  three  other  executive 
vice  presidents  to  set  strategies  for 
Arco's  operating  companies.  She'll 
also  be  responsible  for  all  the  compa- 
ny's lobbying  in  Washington,  D.C. 
and  in  California. 

Is  she  in  line  for  the  top  job? 
"Clearly  she  has  the  demonstrated 
ability  to  be  the  chief  executive  offi- 
cer of  this  or  any  other  company," 
says  Chief  Executive  Michael  Bowlin, 
54.  "But  I  don't  want  Forbes  to  go 
and  pick  my  successor  because  I'm 
not  ready  to  retire  yet."  WM 

Forbes  ■  July  7,  1997 


W  0  R  li  1)  W  I  1)  E      S  E  CUR]  T  I  E  S      P  R0CESS1NG      S  E  R  V  !  C  E  S 


Are  you  more  likely 
to  meet  the  head 
of  state 


than  the  head  of  your 
Securities  Processor? 


The  Bank  of  New  York  offers 
advanced  technology,  global  reach, 
and  something  more:  hands-on 
involvement  by  senior  management 
So  beyond  the  shifting  bits  and  bytes 
of  data,  you'll  find  a  truly  state-of-the- 
art  idea  called  personal  attention. 


THE 
BANKOF 
NEW 
YORK 


The 
Bank^ 

New  Ideas. 


Unnecessary 
complexity 


BY  THOMAS  SOWELL 


The  computer  is  a  great  product.  It  has  to 
be,  in  order  to  survive  some  of  the  worst  atti- 
tudes toward  consumers  found  in  any  indus- 
try. Again  and  again,  in  both  marketing  and 
in  the  design  of  the  product  itself,  it  is 
painfully  obvious  that  no  serious  effort  was 
made  by  many  of  the  people  who  produce 
and  sell  computers  or  software  to  put  them- 
selves in  the  position  of  the  customer. 

Recently  I  went  into  a  computer  store  that 
is  part  of  a  national  chain  and  asked  for  a  par- 
ticular kind  of  computer  that  they  advertise. 
None  was  in  stock,  the  salesman  informed  me. 

Now,  when  I  go  into  Nordstrom  to  buy 
something  that  turns  out  to  be  out  of  stock, 
the  salesman  usually  volunteers  to  phone 
around  to  other  local  stores  in  their  chain  to 
see  if  it  is  available  elsewhere  in  the  vicinity. 
Our  computer  salesman  made  no  such  offer 
and  was  unresponsive  when  I  asked  if  he 

Software  that  began  as  easily 
usable  can  evolve  into  something 
burdened  with  complicated 
(and  trivial)  features. 

could  find  out  if  another  local  store  in  his 
chain  had  the  computer  I  wanted. 

I  ended  up  buying  the  computer  from  a 
mail-order  house. 

The  same  lack  of  concern  for  the  consumer  is  all 
too  common  in  the  software,  in  the  instruction 
manuals  and  in  the  technical  support. 

Most  software  has  a  "help"  feature  to  try 
to  explain  how  it  works.  Many,  however,  also 
have  a  "help  on  help"  feature  to  explain  how 
the  "help"  feature  itself  works. 

All  this  need  for  help  does  not  come  from  the 
complicated  nature  of  what  is  being  explained. 
Even  when  the  subject  is  quite  simple,  the 
biggest  problem  is  that  computer  software 
instructions  do  not  bother  to  use  plain  English. 

For  example,  one  computer  chess  software 
"help"  instruction  says:  "Clocks  may  be  set 
individually  to  any  time  using  the  formula 
KH:MM:SS."  This  formula  is  not  defined — or 


Dr.  Thomas  Sowell  is 
an  economist  and  a 
senior  fellow  at  the 
Hoover  Institution  in 
Stanford,  Calif. 


even  mentioned — anywhere  else.  My  guess  is 
that  it  means  that  the  space  provided  for  set- 
ting the  time  limits  of  the  chess  game  is 
divided  into  hours,  minutes  and  seconds.  But 
why  not  just  say  that? 

One  of  the  other  great  problems  of  comput- 
er software  is  preoccupation  with  bells  and 
whistles,  rather  than  usability.  Even  software 
that  began  as  easily  usable  can  evolve  over  time 
into  something  so  burdened  with  complicated 
(and  trivial)  features  that  it  is  a  challenge  to 
figure  out  how  to  do  the  simplest  thing. 

When  I  travel,  I  make  computer  maps  of 
the  routes  I  will  be  driving  between  cities  or 
street  maps  within  a  given  city  itself.  But,  as 
these  maps  have  "improved"  over  time,  I  find 
myself  going  back  to  earlier  versions  in  my 
wife's  computer,  in  order  to  get  the  job  done 
without  wasting  a  lot  of  time. 

In  preparation  for  a  recent  trip  to  Dartmouth 
College,  I  wanted  to  get  a  map  to  show  me  the 
route  from  Boston  to  Hanover,  New  Hamp- 
shire. In  the  old  version,  you  simply  typed  in  the 
name  of  the  two  cities  and  the  map  printed  out 
with  the  route.  In  the  new  jazzed-up  version, 
you  start  with  a  map  of  the  United  States  and 
then  click  on  the  places  you  want  to  look  at. 

Obviously,  the  people  who  designed  this 
"improved"  version  of  the  software  never  bothered 
to  put  themselves  in  the  place  of  the  consumer  and 
ask  the  obvious  question:  Why  do  you  need  a  map 
in  the  first  place,  except  to  find  places  when  you 
don't  know  where  they  are? 

Preoccupation  with  bells  and  whistles 
extends  to  the  operating  systems  themselves. 
Although  I  bought  the  latest,  state-of-the-art 
Pentium  200  mmx  computer,  it  takes  longer 
to  boot  up  than  my  much  slower  old  486 
computer,  because  the  newest  operating  sys- 
tem is  so  loaded  down  with  extra  stuff,  most 
of  which  I  will  never  use. 

Then  there  is  the  technical  support  provided 
by  some  computer  hardware  and  software  man- 
ufacturers. It  may  be  nice  to  hear  the  recorded 
message  that  they  value  you  as  a  customer — but 
not  when  you  hear  it  over  and  over  again  for 
the  better  part  of  an  hour,  before  you  finally  get 
through  to  some  live  technician,  who  may  or 
may  not  turn  out  to  be  helpful. 

In  many  cases,  the  calls  to  technical  sup- 
port would  be  completely  unnecessary  if  the 
instructions  in  the  manual  or  in  the  software 
"help"  feature  were  written  in  plain  English. 

My  suspicion  is  that  the  kinds  of  people 
who  predominate  in  the  computer  industry 
are  just  not  very  good  at  putting  themselves 
in  other  people's  places.  If  so,  perhaps  they 
should  hire  a  few  people  who  are  not  nerds, 
but  who  know  a  little  bit  about  computers 
and  a  lot  about  how  to  explain  things.  H 
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introducing  t/ie  Sum/nil  Series. 
Shop  around  for  a  new  grill  this  year  and 
you'll  find  one  thing  is  certain.  Stainless 
steel  is  in.  In  fact,  it's  so  popular,  other  gas 
grill  makers  are  hurriedly  wrapping  last 
year's  models  in  it. 

At  Weber,"  we  gave  our  engineers 
a  more  difficult  challenge:  Construct  a 
new  series  of  gas  grills  that  exceeds  the 
performance  of  our  legendary  Genesis* 
Series  Gas  Grills.  And  add  the  unmatched 
durability  of  stainless  steel. 

The  result7  You're  looking  at  one 
example  of  it.  The  Weber  Summit'"  650 
The  most  refined  gas  grill  ever  built. 

How  did  we  accomplish  such  a  feat? 
We  began  by  conferring  with  the  people 
whose  engineering  and  construction 
opinions  matter  the  most.  Yours. 
Our  engineers  £aue  a  good eye. 

Jlnd good ears. 
Over  the  last  three  years,  we  have  talked 
to  hundreds  of  thousands  of  people  on 
our  grilling  tips  hotline  (1-800-GRILLOUT) 
usually  giving  grilling  tips  and  advice. 
Perhaps  even  more  remarkable,  we  spoke 
to  tens  of  thousands  of  people  who  don't 
even  own  a  Weber  Grill 

And  we  listened.  Some  of  their  most 
common  complaints'?  Gourmet  steaks  that 
were  burnt  to  a  crisp  by 
uncontrollable  flare-ups. 
Chicken  breasts  that  were  v 


l  uieber 


after  only  one  or  two  seasons  of  use. 

Just  like  our  top-rated  Genesis  Series 
Grills,  the  new  Summit  Series  puts  the  joy 
and  excjtement  back  into  cooking  out. 

yfaoor.  OCoi flare-ups. 
For  starters,  we  have  virtually  eliminated 
flare-ups.  (That's  when  fats  collect,  reach  a 
flash  point,  ignite  and  ultimately  burn  out 
of  control.)  How7  By  discarding  outdated 
lava  rocks,  flat  metal  plates  and  pumice 
stone.  Our  patented  cooking  system  uses 
bars  made  of  heavy-gauge  stainless  steel. 

When  juices  and  fats  hit  our  angled 
Flavorizer*  Bars,  they  don't  pool.  Instead, 
they  sizzle,  smoke  and  impart  a  delicious 
outdoor  flavor  to  your  meal. 

&uen  Jieat.  &uery  time. 
When  we  designed  our  new,  top-of-the- 
line  gas  grills,  a  larger  cooking  surface  was 
a  necessity.  But  to  equal  the  performance 
current  Weber  Grill  owners  rave  about,  we 
had  to  start  with  a  clean  sheet  of  paper 
and  design  a  new  burner  system. 

We  moved  the  burner  controls  to  the 
front  of  the  grill,  allowing  us  to  add  more 
burners,  so  every  square  inch  of  cooking 
space  heats  evenly.  Which  means  our  new 
Summit  Series  doesn't  just  accommodate  a 
multitude  of  guests,  it  also  eliminates  the 
uncertainty  of  when  you  should  serve  them. 

Complementing  Weber's 
patented  cooking  design 
and  expanded  cooking 


cooked  for  the  same  amount  of  time  with 
embarrassingly  uneven  results.  Pricey 
grills  that  either  corroded  or  broke  down 


capacity  are  special  restaurant  grade 
enhancements.  Like  cooking  grates  made 
from  large-diametei  :  — ;  steel  rods 


robot-welded  for  extraordinary  strength. 
What's  more,  the  distinctive  hood  houses 
a  dual-purpose  thermometer,  precisely 
calibrated  for  the  Summit's  expansive 
cooking  surface.  So  that  you  will  easily 
be  able  to  cook  an  entire  prime  rib  roast 
to  medium  rare  and  no  more. 
'7)e//er materials.  5? Better grill. 
Finally,  we  raised  the  notion  of  quality 
workmanship  to  a  level  that's  delighted, 


Suddenly  i£e  word  griff  seems  inG 


and  even  surprised,  current  Weber  Grill 
owners.  Our  heavy-duty  carts  have  been 
redesigned  for  added  strength.  The  new 
stainless  steel  work  surfaces  will  endure 
for  years  and  never  need  refinishing.  Two 
stainless  steel  condiment  holders  keep 
sauces  and  spices  close  at  hand.  And  a 
rugged,  yet  elegant,  brushed  stainless 
steel  hood  handle  stays  cool  to  the  touch  . 
But  perhaps  even  most  impressive  of  all , 


the  Summit  Series  Grills  are  backed  by 
our  unprecedented  45-day  money-back 
guarantee  and  a  25-year  limited  warranty. 

cyCo  assem6Iy  required. 
Our  select  retail  partners,  authorized  to 
sell  the  Weber  Summit  Series,  will  most 
likely  assemble  your  grill  for  you.  Should 
you  decide  to  assemble  it  yourself,  rest 
assured  you  won't  need  an  engineering 
degree  or  plumber's  license.  A  total  of  four 


fasteners  is  all  it  takes  to  join  the  cooking 
module  to  the  factory-assembled  cart. 

We  know  it's  difficult  to  appreciate 
the  enormity  of  the  Summit  Series  Grill 
simply  by  reading  about  it.  That's  why 
we've  created  a  comprehensive  video. 
To  order  your  complimentary  copy,  call 
1-888-33-SUMMIT  ( 1-88L-337-8664) 
in  the  U.S.  or  Canada.  Or  visit  our  World 
Wide  Web  site  at  www.weberbbq.com. 
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Religion  as  taught 
in  the  public  schools 


BY  ROBERT  H.  NELSON 


Robert  H.  Nelson  is  a 
professor  in  the  School 
of  Public  Affairs  at  the 
University  of  Maryland 
and  senior  fellow  of  the 
Competitive  Enterprise 
Institute.  His  latest 
book  is  Public  Lands 
and  Private  Rights. 


On  May  1  the  Ohio  Court  of  Appeals  ruled 
against  a  Cleveland  pilot  program  offering 
government  vouchers  to  2,000  students  to 
attend  private  elementary  schools.  The  court 
cited  separation  of  church  and  state.  Four  out 
of  every  five  of  the  students  were  using  their 
vouchers  at  Catholic  schools.  Thus,  according 
to  the  court's  misguided  ruling,  government 
money  was  subsidizing  religious  schools. 

The  problem  is  that  many  public  schools 
have  been  teaching  religion  for  years  without 
calling  it  that.  In  their  recent  book,  Facts  Not 
Fear,  Michael  Sanera  and  Jane  Shaw  studied 
100  children's  books  on  the  environment 
being  used  in  schools.  What  did  they  discover? 
That  many  of  the  books  advocate  a  kind  of  sal- 
vation through  environmental  activism. 

Is  this  religion?  Of  course  it  is.  Roger 
Kennedy,  until  recently  the  director  of  the 
National  Park  Service,  has  said,  "wilderness  is 
a  religious  subject"  that  should  be  "part  of 
our  religious  life."  John  Muir,  the  founder  of 
the  Sierra  Club,  believed  that  in  the  wilder- 
ness people  find  "terrestrial  manifestations  of 
God."  Interior  Secretary  Bruce  Babbitt  has 
been  making  speeches  around  the  U.S.  saying 
that  the  current  Endangered  Species  Act  is  a 
biblical  imperative:  "In  Genesis,  Noah  was 
commanded  to  take  into  the  ark  two-by-two 
and  seven-by-seven  every  living  thing  in  cre- 
ation," and  modern  society  must  now  accept 
the  same  environmental  obligation. 

Environmentalists  warn  that  human  beings 
are  committing  sins  against  the  earth  and  that 
global  warming  and  other  environmental 
calamities  will  soon  descend  upon  us,  yielding 
worldwide  flooding,  famine,  pestilence  and 
other  destructive  events.  The  environmental 
Jehovah  will  strike  us  down  if  we  fail  to  heed  his 
injunctions  as  revealed  by  his  prophets  on  earth. 

This  isn't  religion? 

In  April  the  report  of  the  Independent 
Commission  on  Environmental  Education, 
including  leading  experts  in  environmental 
fields,  found  that  environmental  texts  often 
offered  "apocalyptic  visions"  that  had  little  or 
no  scientific  grounding.  This  is  from  the  text- 
book Environmental  Science,  published  by  the 
Wadsworth  Publishing  Co.:  "Some  see  risk 
analysis  as  a  useful  and  much  needed  tool. 
Others  see  it  as  a  way  to  justify  premeditated 


murder  in  the  name  of  profit." 

The  environmental  gospel  teaches  that  exces- 
sive consumption  is  bad  for  the  soul,  that  a  new 
reverence  for  the  earth  is  required  and  that  the 
people  of  the  world  must  repent  their  wasteful 
ways.  Recycling  has  become  an  environmental 
religious  ritual,  analogous  to  keeping  kosher 
kitchens  or  eating  fish  on  Friday. 

Whether  values  are  taught  in  the  name  of 
old  or  new  religions,  they  are  still  religious 
values,  not  facts.  If  we  are  serious  about  not 

Why  should  separation  of  church 
and  state  apply  to  historic  Jewish 
and  Christian  teachings 
but  not  to  education  in  newer 
and  more  modern  gospels? 


subsidizing  religious  teachings,  how  can  we 
let  the  public  schools  preach  a  more  modern 
form  of  faith? 

Some  parents  may  want  their  children  to  be 
instructed  in  an  environmental  ethic  that 
instills  a  sense  of  religious  stewardship  with 
respect  to  the  earth.  Fine.  But  if  public  money 
can  be  spent  on  this,  why  not  on  Catholic  or 
Jewish  or,  for  that  matter,  Muslim  schools? 

The  Christian  right  and  other  religious 
groups  complain  that  under  current  court 
rulings,  like  the  recent  Ohio  one,  they  are 
being  discriminated  against.  Indeed  they  are. 
Why  should  separation  of  church  and  state 
apply  to  historic  Jewish  and  Christian  teach- 
ings but  not  to  education  in  newer  and  more 
modern  gospels?  The  use  of  public  schools  to 
require  that  students  learn  an  environmental 
state  religion  is  as  clear  an  infringement  on 
religious  liberty  as  requiring  that  they  learn 
Catholic  doctrine. 

Separation  of  church  and  state  has  for  too 
long  been  a  cover  for  the  public  school  lobby, 
which  wants  to  stop  vouchers  at  any  cost.  For 
many  years  now  the  trend  of  Supreme  Court 
rulings  on  separation  of  church  and  state  has 
tortured  the  plain  meaning  of  the  original 
constitutional  requirement.  For  the  govern- 
ment to  be  neutral,  it  is  simply  necessary  that 
funds  be  available  on  equal  terms  to  religious 
groups  of  all  kinds. 

Yes,  even  schools  for  earth-worshippers.  WM 
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At  Parametric  Technology  they  look  at  customer  relations  a  bit  differently. 
The  salespeople  figure  the  customer  isn't  always  right— 
and  it  sometimes  pays  to  get  rough  with  him. 

A  different  breed 
of  salespeople 


By  Ann  Marsh 

A  COUPLE  OF  YEARS  ago 
Parametric  Technology 
Corp.  salesman  Paul  Cun- 
ningham was  urging  Ray- 
chem  Corp.  to  buy  Para- 
metric's computer-aided 
design  software.  We  mean 
really  pushing.  Cunning- 
ham insisted  on  setting 
the  terms  for  a  sort  of 
"bake-off  among  Para- 
metric and  its  competi- 
tors. A  peeved  Raychem 
executive  ordered  Cun- 
ningham out  the  door. 
But  a  few  days  later  the 
salesman  was  back,  Ray- 
chem having  thought 
about  that  sales  pitch. 
Parametric  got  its  terms 
and  made  the  sale. 

"The  moral  of  the 
story  is,  had  we  not  been 
very  directed  we  would 
have  lost  [the  competi- 
tion] and  wasted  our 
time,"  growls  Parametric 
Chief  Executive  Steven 
Walske.  Adds  President 
C.  Richard  Harrison: 
"We  like  to  demand 
commitment." 

Parametric's  software  requires  the 
hard  sell  because  it  demands  a  lot  of 
commitment  from  the  customer,  who 
often  must  submit  to  serious  expense 
and  disruption  to  adopt  die  software. 
The  customer  must  be  persuaded 
that  the  benefits  outweigh  die  incon- 
venience and  cost. 

Walske  describes  the  customer's 
dilemma:  "This  guy's  saying,  'Damn! 
Now  I've  got  to  buy  some  new  hard- 
ware, install  the  software,  schedule 


training,  convert  all  my  data,  change 
all  my  support  structure.  I  might 
have  to  work  overtime  and  probably 
won't  be  able  to  attend  my  Wednes- 
day night  bowling  league  for  the  next 
couple  of  months.' 

"So  he  turns  and  says,  'We're  not 
interested.'  We  call  this  the  bowling 
league  syndrome." 

Overcoming  the  bowling  league 
syndrome  means  having  a  lot  of  con- 
fidence in  your  product.  It  calls  for 


Parametric's  C.  Richard  Harrison 

and  Steven  Walske 

"We  demand  commitment." 


persistence  bordering  on  rudeness. 
"If  that's  some  people's  definition  of 
arrogant,  then  they're  100%  right," 
shrugs  Walske. 

A  startup  ten  years  ago,  Parametric 
did  more  than  $600  million  in  rev- 
enues last  year  and  analysts  expect  it 
to  do  $1  billion  in  1998.  It  competes 
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head-to-head  with  a  joint  venture  of 
IBM  and  France's  Dassault  Systemes, 
outselling  it  by  $300  million  in  1996. 

Based  in  Waltham,  Mass.,  Para- 
metric makes  a  software  product 
called  Pro/Engineer,  positioned  at 
the  high  end  of  the  cad/cam  market 
(computer-aided  design  and  comput- 
er-aided manufacturing).  Engineers 
use  Pro/Engineer  to  design  anything 
from  a  disposable  shaver  to  an  air- 
plane wing  joint  in  three  dimensions 
on  a  computer. 

If  this  weren't  a  very  good  prod- 
uct, Parametric's  hardball  selling 
would  backfire.  Selling  excellent  but 
complicated  software,  and  holding 
customers'  hands  while  they  install  it, 
requires  lots  and  lots  of  sales  time, 
which  is  why  Walske  spends  40  cents 
of  every  Parametric  sales  dollar  to 
field  1,000  salespeople. 

This  is  labor-intensive  selling 
because  it  starts  with  die  engineering 
rank-and-file  in  a  potential  customer's 
organization  and,  it  is  hoped,  moves 


up  the  ranks  from  there.  If  it  doesn't 
move  up  fast  enough,  Parametric's 
next  step  is  to  go  over  the  engineer's 
head.  Vincent  Van  Donck,  the  CAD 
supervisor  at  Medtronic,  a  Min- 
neapolis-based maker  of  medical 
devices,  invited  Parametric  to  demon - 

"If  that's  some  people's 
definition  of  arrogant, 
then  they're  100%  right," 
says  Parametric  Chief 
Executive  Steven  Walske. 


strate  Pro/Engineer.  He  liked  the 
product  but  wanted  to  negotiate  its 
$22,000  price  tag.  Next  thing  he 
knew,  the  Parametric  saleswoman  had 
gone  over  his  head  to  insist  that 
Medtronic  buy. 

"I  told  her  [the  saleswoman], 
'You've  pissed  off  about  five  of  our 
managers.'"  Van  Donck  still  ended 


up  buying  a  lower-end  Parametric 
product,  which  is  called  PT  Modeler. 

Parametric  is  at  the  other  end  of 
the  spectrum  from  the  prototypical 
T-shirt-and-sandals  Silicon  Valley 
company.  "You  had  to  have  the 
look — the  custom  Italian  suits,  the 
really  bold  ties,"  recalls  a  Parametric 
saleswoman  who  worked  for  the 
company  in  New  England  until  she 
missed  her  quota  and  lost  her  job. 
She  says  Parametric's  salesmen 
tended  to  Hickey  Freeman  suits  and 
Mont  Blanc  pens,  the  saleswomen  to 
Coach  bags  and  Etienne  Aigner 
shoes.  "Selling  for  Parametric,  you 
probably  paid  more  for  your 
wardrobe  than  the  people  you  were 
selling  to  make,"  she  says. 

These  folks  take  their  selling  seri- 
ously. Training  sessions  involve  a  lot 
of  combative  role-playing,  mock 
demonstrations  designed  to  humili- 
ate— and  ultimately  strengthen — the 
fumbling  trainee. 

For  those  who  rise  to  the  chal- 
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lenge,  the  money  is  excel- 
lent. Parametric  sales  reps, 
usually  in  their  20s  or 
early  30s,  often  clear 
$100,000  a  year  with 
commissions.  One  scored 
$1  million  when  he  con- 
verted Caterpillar.  Make 
your  quota  regularly  and 
you  get  quick  promotions. 
Miss  it  and  you  are  out. 
Even  people  who've  been 
fired  say  they  value  the 
Parametric  experience. 
Says  the  former  sales- 
woman: "The  take-no-  HHm 
prisoners  methodology 
was  the  best  training  I've  had." 

Though  far  and  away  the  dominant 
player,  Parametric  still  has  less  than 
12%  of  the  robust  $8  billion  cad/cam 
market,  and  Walske  lusts  after  the  rest. 
One  of  his  biggest  challenges  is  selling 
to  Boeing's  commercial  aircraft  divi- 
sion. The  aircraft  maker's  investment 
in  IBM/Dassault's  competing  Catia 


Pro/Engineer  renders  an  engine 

The  hard  sell  only  works  because  the  software  does. 


technology  would  make  it  costly  to 
switch  to  Parametric's  Pro/Engineer. 
Then  again,  Parametric  tried  for  five 
years  to  sell  to  BMW,  finally  landing  the 
German  automaker  this  April,  bmw 
has  now  committed  to  buying  its 
computer  aided  design  products  from 
Parametric,  abandoning  IBM/Dassault. 
To  get  the  business,  Parametric's 


salespeople  waged  a  brutal 
war  against  the  folks  with 
bowling  league  syndrome  at 
BMW.  "It's  safe  to  say  a  fair 
number  of  systems  man- 
agers at  BMW  don't  like  us," 
Walske  smiles. 

Harrison,  the  president, 
furrows  his  brow.  He  clear- 
ly thinks  Walske  is  getting 
carried  away  a  bit.  Do  we 
really  want  to  sound  like  a 
bunch  of  pains  in  the  butt? 
"That's  not  safe  to  say  in  a 
Forbes  article,"  Harrison 
says  to  Walske.  For  a  few 
seconds  Walske  and  Harri- 
son stare  each  other  down.  Neither 
wanted  to  be  interviewed.  They  com- 
plied grudgingly  only  after  a  reporter 
showed  up,  Parametric  style,  on  their 
doorstep.  These  guys  do  respect 
chutzpah. 

Finally  Walske  ends  the  stare  fight. 
"It's  true,  they  don't  like  us."  He 
says  it  with  pride.  H 
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A  European  company,  Adecco,  is  pushing  its  way  into 

the  U.S.  temporary  help  business.  Manpower  Inc.  is  plenty  worried. 


Move  over,  Manpower 


By  Silvia  Sansoni 

Outsourcing  and  temporary 
employment  are  not  American  inven- 
tions. The  Europeans  got  there  first. 
With  Western  Europe's  tough 
employment  laws,  it's  simply  too 
hard  to  fire  full-time  workers  when 
times  get  tough.  No  surprise  then 
that  the  new  global  challenger  to  the 
U.S.'  Manpower  Inc.  comes  from  the 
merger  last  year  of  Switzerland's  Adia 
with  France's  Ecco.  The  new  compa- 
ny, $6.9  billion  (revenues)  Adecco,  is 
only  in  fourth  place  in  the  U.S.,  but 
worldwide  it  matches  Manpower's  8% 
market  share  in  the  temp  business 
with  2,500  offices  in  40  countries. 

From  Adecco's  principal  corporate 
offices  in  Redwood  City,  Calif.,  Chief 
Executive  John  Bowmer,  a  burly,  52- 
year-old  Brit,  makes  no  secret  of  his 
determination  to  give  Manpower  a 
run  for  its  money  worldwide  and 
crush  Olsten  and  Kelly  Services,  nei- 
ther of  which  has  a  comparable  over- 
seas presence.  Several  trends  are  play- 
ing into  Adecco's  plans  to  turn  what 
is  still  largely  a  regional  and  national 
business  into  a  truly  global  one.  As 
large  corporations  rely  more  on  flex- 
ible staffing,  they  are  using  fewer  sup- 
pliers. In  the  U.S.,  Hewlett-Packard 
used  60  temp  help  agencies  in  1994. 
Today  Volt  and  Manpower  are  its 
main  suppliers.  PepsiCo  has  gone 
from  350  to  a  single  master  vendor — 
Olsten. 

Adecco  believes  it  can  score  big 
worldwide  by  providing  one-stop 
shopping  for  just  about  any  kind  of 
temp  staffing  need.  Just  four  months 
after  the  merger  that  created  it, 
Adecco  pocketed  $300  million  wordi 
of  global  contracts  from  heavyweights 
like  Unisys  and  ITT.  The  company 
will  soon  join  Manpower  as  a  major 
supplier  of  temp  workers  to  Hewlett- 
Packard  in  Europe. 

"Customers  want  one 
the  same  consistent  sen  i  world- 


wide," says  Bowmer.  Whereas  Man- 
power focuses  on  traditional  clerical 
and  blue-collar  workers  (90%  of  rev- 
enues), Adecco  boasts  a  wider  range 
of  specialist  businesses,  ranging  from 
information  technology  to  account- 
ing and  engineering,  banking  and 
finance  to  career  and  outplacement 
services.  "They  [Adecco]  are  acting 
more  as  a  consultant  than  just  a 
people  factory,"  says  Terry  W. 
Laudal,  a  Unisys  human  relations 
executive.  Unisys  recently  signed  its 
first  global  contract  with  Adecco  to 
supply  technical  workers  worldwide. 

To  help  build  global  market 
share,  Bowmer  is  also  doing  some 
price  discounting  in  isolated  mar- 
kets like  the  U.K.  and  on  large 
international  contracts.  Manpower 
Executive  Vice  President  Terry 
Hueneke  claims  Adecco  is  making 
only  a  5%  gross  profit  on  some  of 
its  really  big  contracts — compared 
to  industry  norms  of  up  to  19.5%. 
"At  5%  they're  probably  doing  the 
business  at  a  loss,"  complains 
Hueneke.  "We  had  to  walk  away 


from  the  bidding  in  some  cases." 

Bowmer  denies  he's  bidding  that 
low,  but  says:  "We  want  to  be  the 
lowest-cost  producer."  With  $440 
million  in  cash  and  $118  million  in 
free  cash  flow,  Adecco  can  afford  to 
go  out  and  be  just  that.  Hi 


74 


Forbes  ■  July  7,  1997 


Vantom  Technologies,  a  Division  of  Iona  Appliances,  Inc.,  underwent  rapid  growth  after 
introducing  its  Fantom  vacuum.  To  keep  pace,  they  called  on  SAP.  R/3  gave  Iona  real-time, 
on-line  inventory  control.  Now,  orders  can  be  processed  daily  instead  of  weekly  and  Iona  can 
meet  customer  demands  on  time  and  on  budget. 
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You've  put  your  best  thinking 
behind  your  company.  To  make  sure 
it  succeeds,  you  need  to  put  the  best 
business  solutions  behind  it,  too. 
You  need  a  way  to  get  your  products 
to  market  faster.  You  need  to  respond 
to  your  customers  more  quickly. 
You  need  to  know  what's  going  on 
in  your  company  and  you  need  to 
know  it  now.  R/3  software  can  help 
you  do  all  that  and  more.  And 
Certified  Business  Solutions  (CBS) 
from  SAP  is  making  it  easy  for 
companies  with  revenues  up  to  $200 
million  to  get  it.  CBS  providers 
have  already  become  partners  with 
many  small-enterprise  companies. 
They've  given  them  the  software, 
hardware  and  support  they  need  to 
implement  and  operate  their  systems. 
All  without  interrupting  business 
flow.  CBS.  The  best  solution  for 
small  companies.  To  find  out  how 
your  company  can  work  smarter 
and  faster,  call  1-888-CBS-1SAP 
or  visit  us  at  www.sap.com/cbs. 
A  Better  Return  On  Information?" 


At  Ross  Stores  Norman  Ferber  had 

an  unusual  merchandising  concept 

When  he  diluted  the  concept,  he  nearly  blew  it. 

Know  thy 
customer 

By  Gloria  Lau 


Ross'  fastest  growing  segments. 

Needless  to  say,  the  new  goods  are 
all  bargain-priced  packaways  and 
other  such  "opportunistic"  purchas- 
es. But  Balmuth  doesn't  want  the 
places  to  look  like  bargain  counters. 
Ross  customers  are  no  longer  con- 
fronted by  jumbles  of  socks,  blouses 
and  linens  to  rake  through.  Almost  all 
apparel  is  hung  on  racks  by  size  and 
type — coats  on  one  rack,  skirts  on 
another. 

One  thing  you  don't  get  at  any  of 
Ross  Stores'  315  stores  is  attentive 
service.  Marketing  consultant  Peggy 


Norman  Ferber  nearly  blew  a  great 
retailing  concept.  The  clothing  chain 
he  ran,  Newark,  Calif. -headquartered 
Ross  Stores  Inc.,  was  netting  nearly 
30%  on  shareholders'  equity  selling 
"packaway"  goods. 

Packaway  goods  are  end-of-season 
merchandise  that  failed  to  sell  when 
it  was  intended  to — fall  merchandise 
still  on  hand  when  the  winter  mer- 
chandise is  already  being  shipped,  for 
example.  Ross  buys  the  stuff  from 
manufacturers  like  Ralph  Lauren, 
packs  it  away  and  sells  it  the  next  year 
at  big  discounts  from  original  prices. 
A  button-down  Ralph  Lauren  shirt 
that  was  $75  in  1996  might  be  in  a 
Ross  Dress  For  Less  store  at  $35  a 
year  later. 

Then  Ferber  got  fancy.  He  would 
market  fresh  merchandise,  often  at 
higher  prices,  alongside  his  bargains. 
Drag  'em  in  with  bargain  prices, 
entice  them  with  high-price  goods. 

It  didn't  work.  Sales  per  store  sank 
about  3%  in  1990,  and  earnings 
plunged  from  $30  million  to  $17 
million.  Ross  Stores'  stock  dropped 
from  $12  a  share  to  $2. 

Say  this  for  Ferber.  He  didn't  waste 
a  lot  of  time  rectifying  his  mistake.  By 
1992  he  had  eliminated  the  last  of 
the  newer,  high-priced  goods  and 
tripled  Ross  Stores'  buying  staff — 
important  because  merchants  with 
the  best  vendor  relationships  get  the 
best  deals  in  the  packaway  trade. 

Sales  climbed  from  $1.3  billion  in 
1994  to  $1.7  billion  last  year,  and 
earnings  exploded  to  $81  million. 
This,  in  a  weak  retailing  environment. 
In  a  recent  report  Standard  &  Poor's 
retailing  analyst  Karen  Sack  says  con- 
sumers have  reduced  their  mall  shop- 


Ross  buyers  Barbara  Levy,  Barry  Gluck  and  Irene  Jamieson  in  New  York's  garment  district. 
Chairman  Ferber,  regaining  his  old  focus,  tripled  the  staff  out  digging  up  bargains. 


ping  trips  by  more  than  a  third  since 
1980  and  the  time  they  spent  brows- 
ing by  70%. 

Yet  sales  at  Ross  Stores  open  at 
least  a  year  climbed  13%  in  1996, 
more  than  double  the  increase  at 
competitor  T.  J.  Maxx;  the  cost  of 
goods  sold  at  Ross  is  71%  of  sales, 
against  78%  at  T.  J.  Maxx.  With  16 
new  stores  set  to  open  this  year,  most 
analysts  think  Ross  Stores  will  net 
$97  million  ($1.95  a  share)  this  year 
on  revenues  approaching  $2  billion. 
The  stock  is  up  to  nearly  30. 

Last  September  Ferber,  now  48, 
stepped  aside  from  daily  management 
chores  and  named  Michael  Balmuth 
chief  executive  (Ferber  remains  chair- 
man). Balmuth,  47,  is  adding  new 
lines,  things  like  herbed  olive  oils, 
dishware,  bath  soaps.  A  bed-and-bath 
division,  added  in  late  1994,  is  one  of 


Coggeshall  of  Santa  Monica  recently 
spied  some  damaged  hand-painted 
drinking  glasses — marked  down  from 
about  $15  to  $6  per  glass — at  a  Ross 
store  in  the  Venice  district  of  Los 
Angeles.  When  Coggeshall  asked  to 
look  at  additional  glasses,  the  sales- 
woman refused  to  look  in  the  store- 
room and  bluntly  told  Coggeshall  to 
visit  another  Ross  store. 

Yet  Coggeshall  remains  a  faithful 
Ross  shopper.  Rudeness,  she  explains, 
"is  the  price  you  pay  for  the  discount. 
It's  worth  it." 

The  Ross  folks  have  gotten  the 
message.  They  know  people  come  to 
their  stores  neither  for  specific  mer- 
chandise nor  for  service  but  for  the 
pleasure  of  getting  a  deal.  Says  Bal- 
muth: "Customers  are  coming  in  for 
a  bargain,  if  not  necessarily  for  a 
blouse."  H 
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squest  your  complimentary  Navigator  video  now,  and  we'll  give  you  a  pre-introduction  look  at  this  enticing 
imbination  of  luxury  and  capability.  Discover  what  it's  like  to  combine  the  legendary  ride  and  luxury  of  Lincoln  with 
3  capability  and  security  of  a  full-size  sport  utility  vehicle.  Whether  you're  tackling  Alaska's  Alcan  Highway  or 
it  for  a  big  night  on  Broadway,  Navigator  is  uniquely  suited  for  the  trip.  To  order  your  complimentary  Navigator  video, 
nply  return  the  attached  card  or  call  toll  free  1 '-888-2 'ANYWHERE  (1-888-226-9943). 


LINCOLN 


Introducing  Navigator  from  Lincoln.  What  a  luxury  I  «,  mm 


should  be. 


liable  at  authorized  Lincoln  Navigator  dealers. 


©1997  American  Express  Travel  Related  S' 
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<pense  Manager 


And  there's  only  one  integrated 
system  that  can  plan,  pay  for, 
and  expense  a  trip. 

Or  just  as  easily  rearrange  it. 


Introducing  RoundTrip  Services5"®  American  Express. 

The  only  comprehensive  way  through  the  business  travel  and 
expense-reporting  maze. 

Before  a  trip,  planning  couldn't  be  any  simpler.  AXI, 
American  Express  Interactive,  newly  developed  in  partnership 
with  Microsoft  Corporation,  allows  on-line  access  to  air,  lodging, 
and  rental-car  pricing  and  booking-all  within  company  policy. 

On  the  road,  Expense  Manager  allows  e-mail  access  to 
Corporate  Card  charges  and  lets  you  create  customized  expense 
reports  in  minutes. 

And  if  plans  unravel?  Simply  pick  up  the  phone,  and  a 
dedicated  service  representative  will  help  you  regroup. 

Back  at  the  office,  cash  receipts  can  easily  be  added  to 
existing  records,  which  can  then  be  forwarded  for  audit,  approval, 
even  reimbursement. 

Altogether,  savings  stretch  from  negotiated  facing  right 
through  streamlined  procedures,  reporting  and  compliance.  Call 
us  at  1  800  AXP  1200  to  discover  how  RoundTrip  Services  is 
a  better  way  to  help  your  business  do  more. 
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BY  JERRY  FLINT 


V  y 

Jerry  Flint,  a  former 
FORBES  Senior  Editor, 
has  covered  the 
automobile  industry 
since  1958. 


Those  European  sedans  don't  look  that 
exciting.  Their  dealers  have  the  reputation  of 
being  snooty.  Sure  they  build  fast  cars,  but  we 
don't  drive  that  fast  in  America. 

Still,  they  are  doing  damn  well  here. 

Look  at  the  figures,  and  remember,  we  are 
talking  cars,  not  trucks,  minivans,  pickups  or 
utility  vehicles.  Just  cars.  You  may  say  trucks 
and  related  utility  vehicles  are  where  the  prof- 
its are,  but  tomorrow  could  be  a  different 
story  as  more  minivans  and  utility  vehicles 
crowd  into  the  market.  Sedans  still  matter. 
Looking  at  passenger  cars  alone,  gm's  are 
down  9%  so  far  this  year.  Ford's,  down  11%; 
Chrysler's,  down  10%.  You  think  the  Japanese 
are  winning?  Honda  car  sales  are  down  3%; 
Mazda  is  down  16%;  Suzuki  is  off  5%.  Nissan, 
Subaru  and  Mitsubishi  are  about  even  with 
last  year.  Only  Toyota  is  hot. 

But  look  at  the  Europeans: 

BMW  is  up  32%.  Mercedes  is  up  25%.  Volks- 
wagen is  up  9%,  but  its  higher-priced  Audi  car 
line  is  up  31%.  Porsche  sales  doubled.  Jaguar 
is  up  17%.  The  Swedes,  Volvo  and  Saab, 
match  a  year  ago. 

The  Europeans  last  year  sold  500,000  cars, 
only  3%  of  the  U.S.  market  but  most  in  the 
highly  profitable  side  of  the  market — $25,000 
to  $50,000 — where  a  single  sale  brings  more 
to  the  bottom  line  than  two  or  three  sales  fur- 
ther down  the  scale. 

And  with  new  products  coming,  I  expect 
they  will  increase  that  500,000  to  800,000 
within  three  years.  There's  a  new  upscale 
Beetle  coming  from  VW  next  spring,  plus  a 
new  $24,000  Passat.  Audi  has  a  highly  praised 
line  of  $26,000-and-up  automobiles,  with  a 
new  larger  A6  model  coming.  Audi  offers  all- 
wheel  drive  on  its  cars.  You  get  four-wheel 
traction  without  getting  your  coffee  splattered 
in  your  lap  every  time  you  meet  a  bump  in  the 
road.  I  would  guess  Audi  sales  will  at  least 
double  in  a  few  years,  from  27,000  last  year. 

Mercedes  coul  1  climb  to  150,000  in  this 
country  in  three  years,  from  91,000  last  year. 
There  is  the  new  Alabama-built  M-Class  all- 
wheel-drive  vehicle,  and  all-wheel-drive  E- 
Class  sedans  and  wagons  coming. 

BMW,  106,000  sales  last  vear,  could  reach 
150,000.  Porsche,  7,000  sales  here  last  year, 
could  go  to  20,000.  Jaguar  will  have  its  small- 
er model,  say  $40,000  to  $50,000,  here  early 


in  1999,  which  could  mean  50,000  Jaguar 
sales  a  year,  from  18,000  last  year. 

Volvo  of  Sweden  has  a  strong  lineup,  too, 
and  could  go  to  120,000  sales  in  three  years 
or  so,  from  86,000  last  year;  and  Saab,  with  a 
new  $40,000  model,  aims  for  40,000  sales  in 
a  few  years,  from  28,000  last  year. 

What's  behind  Europe's  penetration  into 
the  most  profitable  part  of  the  car  market?  My 
son  Douglas,  who  runs  a  garage  called 
Tuneup  Technology  in  Alexandria,  Va.,  talks 

<cWhen  everyone  wants 
something,  it's  desirable. 
When  most  of  them  get  it, 
it's  time  for  something  else." 


to  lots  of  car  owners.  "Dad,  the  richer  cus- 
tomers that  don't  buy  utility  vehicles  like  the 
prestige  of  the  European  makes." 

Okay,  Doug,  but  if  prestige  is  the  game, 
won't  the  Europeans  lose  prestige  as  their 
volume  rises?  I  put  that  question  to  an 
acquaintance  from  Greenwich,  Conn,  with 
enough  money  to  buy  any  car  he  wants.  "I 
wouldn't  have  a  Mercedes.  Every  bond 
trader's  wife  in  Greenwich  drives  one,"  was 
his  oblique  answer.  Agrees  Ken  Gross,  direc- 
tor of  the  Petersen  Automotive  Museum  in 
Los  Angeles:  "When  everyone  wants  some- 
thing, it's  desirable.  When  most  of  them  get 
it,  it's  time  for  something  else." 

Mercedes  is  aware  of  the  potential  prob- 
lem. So  it  has  created  a  new  philosophy: 
Rather  than  risk  the  snob  appeal  of  its  sedans 
by  selling  too  many,  it  will  spread  its  mark 
over  different  kinds  of  cars.  It  has  already 
gone  into  every  market  but  pickup  trucks  and 
minivans.  Mercedes  says  it  can  grow  without 
diluting  its  image.  The  Germans  hope  to  sell 
a  million  cars  a  year  worldwide  without 
making  any  single  model  so  common  that 
people  won't  be  willing  to  pay  a  premium 
price  for  it. 

A  British  movie  from  the  late  1940s  has  a 
couple  of  soldiers  discussing  their  post-war 
dream  cars.  One  yearns  for  a  Rolls-Royce. 
The  younger,  less  traditional  one  goes  for  an 
American-built  Packard.  When  did  you  last 
hear  a  young  person  fantasize  about  driving 
an  American  car?  WB 
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CONGRATULATIONS, 
FROM  ONE  80-YEAR-OLD 
TO  ANOTHER. 

•      '■  '    .  ' 

We  are  pleased  to  have  long  made  Forbes  magazine  an 
integral  part  of  our  advertising  plan.  In  our  effort  to  reach  people  who  buy 
reinsurance  or  other  risk  management  services, 
Forbes  is  excellent  insurance. 


American  Re 

A  Member  of  the  Munich  Re  Group 


Congress  loves  environmentalists,  but  it  also  desperately 
wants  money  for  tax  cuts.  Don't  be  surprised  if  the  feds  permit 
at  least  test-drilling  for  oil  in  the  Arctic  National  Wildlife  Refuge. 

Damned  if  he  does, 
damned  if  he  doesn't 


By  Toni  Mack 

Geologists  believe  that 
vast  oil  reserves  lie 
beneath  Alaska's 
19-million-acre 
Arctic  National 
Wildlife  Refuge, 
Anwar  for  short. 
Lobbying  by  envi- 
ronmentalist groups 
has  prevented 
drilling  there.  But 
this  may  be  chang- 
ing as  Congress  dis- 
covers there  are 
more  votes  to  be  had  by  cutting  taxes 
and  balancing  the  budget  than  by 
kowtowing  to  extreme  environmen- 
talist groups. 

In  March  British  Petroleum  and 
Chevron  announced  that  they  had 
discovered  100  million  barrels  of  oil 
at  their  Sourdough  prospect,  on 
state-controlled  land  just  west  of 
Anwar  (see  map).  Some  geologists 
think  Sourdough  could  turn  out  to 
hold  300  million  bbl. 

The  very  day  BP  and  Chevron 
made  their  announcement,  Interior 
Secretary  Bruce  Babbitt  blared  his 
response:  "Let  me  be  perfectly  clear. 
This  Administration  remains  strong- 
ly opposed  to  oil  and  gas  drilling 
within  the  Arctic  National  Wildlife 
Refuge." 

Perfectly  clear?  Babbitt  knows  the 
Sourdough  field  probably  extends 
eastward  into  Anwar  territory,  and 
Sourdough  is  only  one  Anwar-adja- 
cent play.  To  say  absolutely  no  to 
drilling  would  deprive  the  federal 
government  of  taxes  and  lease  rev- 
enues  that  could  amount  to  nearly  $2 
billion. 

Looking  for  a  way  out,  Babbitt  is 
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Oil  finds  near  the  Arctic 
refuge  are  forcing  the 
U.S.  government's  hand. 

trying  to  tax  Sourdough  oil  on  the 
grounds  that  it  is  really  Anwar  oil 
seeping  westward.  "It  is  our  respon- 
sibility,'1 Babbitt  solemnly  an- 
nounced, "to  assure  that  American 
taxpayers  are  adequately  compensat- 
ed for  any  potential  drainage  of  fed- 
eral [i.e.,  Anwar]  oil  from  the  state 
lease  [at  Sourdough]." 

Nice  try.  But  in  this  respect  the 
U.S.  government  is  like  any  other 
landowner  whose  neighbor  strikes  oil. 
Under  the  "rule  of  capture"  the 
landowner  must  prove  his  neighbor's 
oil  extends  beneath  his  own  land  in 
order  to  claim  drainage  of  his  oil. 


How  does  the  landowner 
prove  that?  Replies  David 
Johnston,  Alaska's  oil 
and  gas  conserva- 
tion commission- 
er:  "To  deter- 
mine recoverable 
oil,    you  need 
information 
about  the  rock  itself, 
and  that's  only  avail- 
able if  you  drill  wells." 

That  puts  Babbitt  in 
a  tough  spot.  If  he 
drills  Anwar,  he  risks 
finding  reserves  too  valu- 
able to  leave  unexploited. 
If  he  doesn't  drill,  BP  and 
Chevron  might  get  some 
Sourdough  oil  without 
paying  federal  royalties. 

Sourdough  is  merely  the 
first  skirmish.  Exxon  has  a 
huge  undeveloped  discov- 
ery just  to  the  west  of  the 
Arctic   refuge   at  Point 
Thomson.   Next  winter 
Atlantic  Richfield  will  drill 
an  exploratory  well  at  its  Warthog 
prospect  just  north  of  the  refuge,  in 
the  Beaufort  Sea. 

The  Arctic  refuge  is  only  65  miles 
east  of  13-billion-bbl.  Prudhoe  Bay 
field,  North  America's  biggest  oil- 
field. Prudhoe  Bay  is  depleting  at  a 
rate  of  around  310  million  bbl.  a 
year.  Alaska,  since  it  lives  off  oil  rev- 
enues, is  less  squeamish  about  drilling 
than  the  feds  are.  Hoping  to  find 
more,  Alaska  has  leased  drilling  rights 
to  209,000  acres  bordering  the 
refuge.  It  will  probably  offer  100,000 
acres  more  if  a  forthcoming  U.S. 
Supreme  Court  decision  transfers 
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control  from  federal  to  state  hands. 

We're  talking  high  stakes.  Wash- 
ington's own  assessments  of  the 
Arctic  refuge's  1 .5-million-acre 
coastal  plain  put  mean  estimates  of 
recoverable  oil  at  3  billion  to  4  billion 
bbl.  A  study  sponsored  by  the  Amer- 
ican Association  of  Petroleum  Geol- 
ogists puts  it  at  7  billion  bbl.  By  way 
of  context,  the  U.S.  consumes  about 
6.7  billion  bbl.  of  oil  a  year.  Of  that, 
52%  was  imported  last  year,  at  a  cost 
of  $68  billion. 

No  one  denies  that  Anwar,  like  all 
Arctic  areas,  is  a  fragile  environment. 
As  naturalist  Barry  Lopez  observes  in 
Arctic  Dreams  (Charles  Scribner's 
Sons),  truck  tracks  in  the  tundra  will 
last  for  decades. 

But  it  is  also  fact  that  oilmen  have 
devised  methods  of  drilling  Arctic 
turf  that  leave  scarcely  a  scratch.  In 
winter  they  build  ice  roads  that  dis- 
appear in  the  spring.  The  latest  tech- 
nology allows  oilmen  to  sink  wells 
that  travel  as  far  as  5  miles  horizon- 
tally below  the  surface,  so  that  far 
fewer  wells  are  needed.  Arco  is  devel- 
oping its  400-million-barrel  Alpine 
find  to  the  west  of  Prudhoe  Bay 
using  only  100  of  its  40,000  acres. 

Facts  matter  little  in  a  debate  that 
has  quasi-religious  overtones.  Envi- 
ronmental groups  stymied  efforts  to 
open  the  refuge  to  drilling  in  1989, 
1991  and  1995.  In  February  Con- 
gressmen Bruce  Vento  (D-Minn.) 
introduced  a  bill  that  would  make 
Anwar  off-limits  to  oilmen  forever. 
The  bill  has  108  cosponsors. 

What's  changing,  however,  and 
what  may  derail  Vento's  bill,  is 
money,  increasingly  scarce  at  a  time 
when  Congress  is  trying  to  cut  taxes 
without  really  cutting  spending. 
"Before  [the  Sourdough  find],  the 
easiest  thing  for  the  federal  govern- 
ment to  do  about  Anwar  was  noth- 
ing," says  Adam  Sieminski,  a 
NatWest  Securities  oil  analyst.  "Now, 
ignoring  it  is  a  lack  of  fiduciary 
responsibility." 

It  is  also  ignoring  the  fact  that 
drilling  can  now  be  done  with  rela- 
tively small  environmental  impact. 
Says  Tony  Knowles,  Alaska's  Demo- 
cratic governor:  "We  can  do  develop- 
ment right,  and  I'm  asking  people 
with  strong  environmental  values  to 
come  look  at  the  technology."  ■■ 
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The  Chips  Are  Falling  Into  Place 
In  Greater  Richmond,  Virginia 


Today,  history  is  being  made  as  this  & 
great  part  of  the  world  becomes  a  leading  H 
location  for  both  semiconductor  chip  _____ 
technology  and  blue  chip  corporate  ^ 
commerce. 

First,  with  the  world  to  choose  from, 
Motorola  selected  Greater  Richmond  to  locate 
its  $3  billion  semiconductor  production  facility. 
Six  months  later,  Motorola  and  Siemens  AG 
jointly  announced  a  commitment  to  invest  an 
additional  $1.5  billion  here  to  produce  the 
revolutionary  64-megabit  DRAM  chip  at 
WhiteOak  Semiconductor.  At  the  same  time, 
the  $3  billion  blue  chip  corporation  Pittston 
Company  chose  this  region  as  the  location  for 
its  corporate  headquarters,  joining  seven  other 
Fortune  500  companies.  .... 


Pivotal  factors  attracting  these  (and  other) 
business  leaders  were  our  highly  skilled 
work  force,  leading  educational 
ES  $  W""  institutions,  renowned  quality  of  life  and 
bur  ranking  as  the  second  most  cost-effective 
location  for  doing  business  out  of  the  top  100 
U.S.  metro  areas. 

Call  for  your  free  "Facts  at  a  Glance" 
brochure  or  take  a  virtual  tour  on  our  web  site, 
http://www.grpva.com,  for  an  introduction  to: 
Greater  Richmond  ■    Greater  M MRM 


Partmrship  uMMM 


901  East  Byrd  Street .  Suite  801 
Richmond,  Virginia  23219-4070 
904-643-3227. 1 -800-229-6332 
or  contact  us  via  E-mail:  grpinc@grpva  com 


r  Region  In  VkSmti 
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Tn  The  Center  Or  The  East  Coast,  At  Tm  Crossroads  Of  1-95, 1-64, 1-85  And  1-295. 


15th  Anniversary 

We're  very  proud  of  our  15  year  old, 

{but  then  again,  consider  its  family.} 

Legg  Mason  Value  Trust  is  now  celebrating  its  15th  anniversary 
with  more  than  $2  billion  in  assets.  What  makes  this  teenager  so  special? 
It  comes  from  a  high  quality,  diversified  fund  family. 
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Legg  Mason  Wood  Walker,  Inc. 

Member  NYSE,  Inc.  •  Member  SIPC 

FUNDS   Putting  Your  Future  First  www.leggmason.com 

Call  or  stop  by  your  local  Legg  Mason  office  to  obtain  a  free  prospectus 
containing  more  complete  information  including  charges  and  expenses.  Read  the 
prospectus  carefully  before  investing  or  sending  money. 

The  investment  return  and  principal  value  of  an  investment  in  the  Fund  will 
fluctuate  so  that  an  investor's  shares,  when  redeemed,  may  be  worth  more  or  less  than 
their  original  cost.  These  returns  are  based  on  historical  results  and  are  not  intended 
to  indicate  future  performance.  Calculations  are  not  adjusted  for  income  taxes  payable 
on  those  amounts  by  taxable  accounts. 


Introducing 

The  Hitachi  vision  book  elite. 

ultra  thin,  very  light  panoramic  screen. 


Its  astonishing  how  a  word  from  you  really  gets  the  wheels  moving 
back  at  corporate  headquarters.  Of  course,  given  how  business  is  done 
these  days,  youre  often  not  there  to  put  out  the  word  in  person.  Which  is 
why  Hitachi  Mobilized  Computing  technology  is  a  business  tool  of 
strategic  import.  The  Hitachi  VisionBook  Elite  delivers  it  in  a  package 
so  light  and  so  thin  you  1 1  take  it  wherever  business  takes  you. 

Hitachis  extra  large  135  screen,  hyper-fast  x2  modem,  and  slim  media 

filebase.  its  functionality  and  communications  abilities  are  uncompromised. 

Including  access  to  information  and  graphics  on  the  Internet  or  your 

company  server.  The  Hitachi 

VisionBook  Elite.  Roam  the  planet 

as  you  must,  your  influence 

at  the  home 

undiminished.  Pfin*'.11,1??' 


Significant  features: 


Extremely  thin  (1.4")  and  light  (5.15  lbs) 
Super  large  133  TFT  display.  XGA  resolution. 
I66M  Hz  Intel  Pentium  processor  with 

MMX"  technology.  5I2K  L2  cache 
Hyper-quick  U.S.  Robotics  x2  modem. 

Full-size  keyboard 
Detachable  filebase  with  lOx  CD  ROM 

and  35  floppy  drive. 
16MB  EDO  RAM.  2.1  GF3  hard  drive. 
Optional  extended  life  Lithium-Ion  battery 
Optional  advanced  port  replicator. 


HITACHI 


MOBILIZED 


COMPUTING  1^ 

Call  l-800-Hitachi 

www.HitachiPC.com 
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Despite  a  record  of  flops,  Columbia  Labs' 
William  Bologna  may  have  come  up  with 
a  real  winner  this  time. 

If  at  first  you 
don't  succeed .  •  • 


By  John  R.  Hayes 

The  late  Patrick  Bologna  was  the 
legendary  bootblack  whose  enthusi- 
asm in  1929  convinced  speculator  Joe 
Kennedy  that  it  was  time  to  get  out  of 
the  stock  market — which  he  did 
before  the  Crash.  Pat  lost  his  life  sav- 
ings, but  he  kept  his  shoeshine  stand 
at  60  Wall  Street  and  raised  three  kids, 
one  of  whom  is  the  subject  of  this 
story — William  Bologna,  now  54. 

Bologna  is  chairman  of  Columbia 
Laboratories,  a  small  (sales,  $6  mil- 
lion) Miami- based  company  trying  to 
cash  in  on  a  promising  drug-delivery 
system — a  gel  that  adheres  to  mucous 
membranes,  allowing  a  sustained,  rate- 
controlled  release  of  chemicals  into 
the  body,  largely  bypassing  the  blood- 
stream. Because  it's  ideal  for  vaginal 
drug  delivery,  this  bioadhesive  tech- 
nology has  been  touted  as  a  potential 
winner  in  women's  health  care. 

A  couple  of  early  Columbia  prod- 
ucts never  panned  out.  As  a  result,  the 
Amex-traded  stock  seesawed  from 
under  2  to  19%  to  as  hope  and 
hype  have  waxed  and  waned  since 
1988.  But  more  recently  it  has 
climbed  back  to  1 7  on  the  strength  of 
the  bioadhesive  technology.  At  that 
price  the  company  has  a  market  capi- 
talization of  $475  million,  even 
though  it  has  never  earned  a  penny  in 
its  1 1  years  of  existence. 

In  a  rather  sober  business,  Colum- 
bia's executives  are  an  unconvention- 
al bunch.  Bologna,  who  supervises 
research  and  development  from  Paris, 
is  not  your  typical  pharmaceutical 
executive.  He's  a  fast  talker  with  a 
background  largely  in  advertising  and 
marketing  rather  than  research.  At  a 
health  care  conference  recently  at  New 
York's  Plaza  Hotel,  he  wore  a  double- 


Jones  Institute  in  Norfolk,  Va.  "It  is  a 
convenient,  less  painful  way  to  admin- 
ister progesterone." 

The  bioadhesive  technology  has 
even  better  prospects  in  hormone 
replacement  therapy,  a  combination 
of  two  hormones — estrogen  and 
progesterone.  Doctors  prescribe  this 
therapy  to  alleviate  the  symptoms  of 
menopause  and  to  reduce  the  risk  of 
osteoporosis,  heart  disease  and 
Alzheimer's  disease  in  older  women. 

Hormone  replacement  therapy  is  a 
huge  and  growing  market.  Five  mil- 
lion American  women  now  take  these 


Pat  Bologna,  bootblack  investment  adviser 
Joe  Kennedy  stayed  rich;  he  went  bust 


breasted  suit  and  a  white  shirt  collar 
emblazoned  with  a  blue  stripe  running 
around  his  neck,  standing  out  like  a 
beacon  in  a  crowd  of  conservatively 
dressed  analysts  and  money  managers. 

Columbia  Vice  Chairman  Nicholas 
Buoniconti  is  a  former  all-pro  line- 
backer for  the  Miami  Dolphins. 
Buoniconti's  macho  demeanor  can  be 
downright  comical  in  the  midst  of  a 
discussion  of  vaginal  moisturizers.  "It 
does  make  you  giggle,"  admits  Jack 
Schneider,  a  managing  director  at 
Allen  &  Co.,  which  did  two  small 
equity  placements  for  Columbia. 

Nothing  to  giggle  about,  however, 
is  Columbia's  latest  product,  Crinone, 
a  bioadhesive  gel  form  of  the  hor- 
mone progesterone.  In  May  it 
received  FDA  approval  for  treatment  of 
infertility.  Current  alternative  treat- 
ments entail  either  painful  daily  injec- 
tions in  the  buttock  or  messy  suppos- 
itories. "Patients  very  much  prefer 
Crinone,"  says  Dr.  William  Gibbons, 
who  conducted  clinical  trials  at  the 


Son  Bill  Bologna,  Columbia  Laboratories 
Riches  to  come,  70  years  later? 


hormones,  and  women  of  the  baby- 
boom  generation  are  just  reaching 
menopause.  Crinone  could  expand 
the  market.  The  progesterone  drugs 
now  used  cause  headaches,  depres- 
sion, bloating  and  fatigue.  Crinone 
apparently  doesn't.  Many  women 
can't  tolerate  the  side  effects  and  stop 
treatment  within  six  months.  Crinone 
doesn't  seem  to  have  any  side  effects. 

At  the  moment  Crinone  doesn't 
have  fda  approval  for  hormone  ther- 
apy— but  neither  do  any  of  the  exist- 
ing compounds  doctors  now  pre- 
scribe. Dr.  Michelle  Warren,  who 
conducted  clinical  studies  of  the  drug 
at  New  York's  Columbia  University, 
says:  "I  have  several  patients  using  it 
on  a  compassionate -use  basis  now." 

American  Home  Products,  which  is 
licensing  the  drug  from  Columbia 
Laboratories  in  exchange  for  a  30% 
royalty,  will  begin  marketing  Crinone 
for  fertility  treatment  this  summer. 

It  looks  like  Pat's  son,  William, 
finally  has  a  real  winner.  BB 
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It  won't  make  you 
average,  normal 
or  lackluster. 


Unless,  of  course, 
you  already  are 
average,  normal 
and  lackluster. 

scaling  available  on  IA  model  only.  Accessory  roof  tack  shown  ©19%  American  Honda  Motor  Co  trie 


Buying  a  minivan  needn't  bring  '^^B^.f'S 
i  the  demise  of  your  personality. 


lie  happy  truth  is,  you  can  still  go 


uttling  the  kids  around  without 


sing  your  sense  of  self. 


Our  proof?  The  Odyssey.  It  can 


rry  more  than  the  car  you  drive 


You're  not. fane  or  John  Doe. 
Which  is  why  we  wouldn't  dare 

try  and  put  you  in  a  minivan 
that  robs  you  of  your  identity. 


Odyssey,  you'll  see  it  maneuvers 


much  like  your  car.  Starts  are  crisp. 
Turns  are  tight.  Going  one  better 


than  your  car,  you'll  sit  tall  on  the 


road.  Though  the  low  step-in  height 


makes  it  easy  getting  in  and  out. 


One  of  the  most  distinctive  fea- 


;ht  now.  More  family.  More  friends.  More  stuff.  tures  of  the  Odyssey  is  its  rear  seat.  It  disappears 

id  yet  it  manages  to  steer  clear  of  that  army  into  the  floor  in  seconds.  Invite  an  extra  couple  to 
anonymous,  clunky-looking  people  movers  dinner,  the  seat  flips  up.  Haul  some  two-by-fours 


mmonly  known  as  minivans. 


The  fact  that  it  can  seat  up  to  seven  adults* 


mfortably  may  even  come  as  a  surprise,  given 


streamlined,  smart-looking  exterior.  And  with 


Welcome 

To 

MUNDANE 


P 

You  might  feel  that 
buying  a  minivan 
could  very  well 
propel  you  on  the 
road  to  oblivion. 
Happily,  the  Odyssey 
takes  a  detour 
into  a  land  where 

Individuality 
and  Practicality 
peacefully  coexist. 


four  doors  for  easy 


comings  and  goings, 


hassle  and  humilia- 


tion of  opening  and 


closing  one  of  those 


heavy,  sliding  doors. 


As  vou  drive  the 


Seasons  change.  People  change.  Change  is  inevitable 

and  change  is  good.  But  for  all  the  difference 
the  Odyssey  will  make  in  your  life,  you'll  still  wake  up 
in  the  morning  the  same  person. 


you'll  avoid  all  the  from  the  lumberyard,  and  it's  down  in  a  flash. 


The  Odyssey.  Fighting  the  good  fight  against 


the  ordinary.  For  a  full  brochure,  give  us  a  call  at 


1-800-33-HONDA,  ext.  156.  Or,  if  you  prefer,  visit 


us  on  the  Internet  at  www.honda.com. 

The  Odyssey  BISBE3E3E3 


UP  &  COMERS 


A  pair  of  Indian  immigrants  made  a  million  bucks 

and  may  have  started  a  trend  in  fast  food.  It  pays  to  watch  TV. 


The  Starbucks  of  soup: 


s 


By  Silvia  Sansoni 


Soup  Nutsy  founder 
Pak  Melwani  (right) 
and  chef  Gilbert 
Le  Liboux  (center) 
dishing  it  up;  a 
scene  from 
Seinfeld's  "soup 
Nazi"  episode 
Hebrew  chicken 
matzo  ball 
or  bouillabaisse 
Marseilles 
for  you? 


Soup  is  hot.  Kumar  Hathiramani 
scribbles  delivery  orders  at  the  back 
of  his  busding  take-out  joint  on  Man- 
hattan's East  46th  Street.  Take  your 
pick.  Soup  Nutsy  offers  12  home- 
made soups  daily.  Not  your  run-of- 
the-mill  chicken  noodle  sold  at  the 
local  delicatessen  or  coffee  shop  for 
about  $3  a  cup.  This  is  sherry  crab 
bisque  and  Thai  coconut  shrimp,  and 
costs  $6  for  a  12-ounce  container, 
$17  for  the  extra  large.  As  you  can 
imagine,  soup  at  these  prices  is  highly 
profitable.  Since  opening  in  June 
1996,  Hathiramani  and  his  partner, 
Pak  Melwani,  say  they  have  netted 
$210,000  on  sales  of  $700,000. 

Over  the  past  year  a  half-dozen 
soup  emporiums — with  names  like 
Daily  Soup,  Hale  &  Hearty,  Soup 
Man,  Souperman  and  Soup  Pot — 
have  turned  up  all  over  Manhattan, 
serving  exotic  items  like  Senegalese 
peanut-and-chicken  soup  or  chilled 
cauliflower  vichyssoise. 


Today  New  York, 
tomorrow  the  U.S.? 
Hathiramani  and  Mel- 
wani are  happy  to  talk 
about  their  profits 
because  they  intend  to 
roll  out  their  Soup  Nutsy 
concept  across  the  North- 
east, opening  60  compa- 
ny-owned and  -franchised 
stores  over  the  next  two 
years.  They've  lined  up 
big-name  investors  like 
Boston  Chicken  founder 
George  Naddaff,  former 
Heinz  chief  executive  David  Sculley 
and  three  other  venture  capitalists. 
The  backers  bought  80%  of  the  com- 
pany from  the  partners,  who  pocket- 
ed $1  million  and  got  to  keep  20%  of 
the  company.  The  new  owners  plan  to 
raise  $6  million  to  open  new  stores. 

Former  silk  merchants  from 
Bombay,  Melwani  and  Hathiramani 
owned  a  New  Jersey-based  mail- 


MED        WOZ.  S2.99 
LARGE     32  OZ.  $3.99 
MULLIGATAWNY 
CRAB  BiSOUt 
I        TURKEY  CHILI 

JAMBALAYA 
|  BLACK  BEAN 

I     CHICKEN  BROCCOLI 
*        CLAM  BISQUE 
SPLIT  PEA 
FRENCH  ONION 
'JSHR0OM  BARLEY 
TOMATO  RICE 

SELECTIONS  MADE 
RCSH  DAILY 
UBSWUTtONS  OR 

"irate  orders 


order  silk  business  in  the  1980s  that 
filed  for  Chapter  11  in  1988.  Look- 
ing for  a  new  opportunity,  two  years 
ago  they  had  a  hunch  that  fancy  soup 
would  be  the  next  big  food  fad. 

They  knew  they  were  onto  some- 
thing when  an  episode  of  Seinfeld, 
broadcast  in  November  1995,  put 
the  spotlight  on  a  gruff  Manhattan 
soup  vendor,  Ali  Yeganeh,  who  runs 
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a  soup  store  on  Manhattan's  West 
55th  Street.  Parodied  as  the  "soup 
Nazi"  in  the  TV  show,  Yeganeh  has 
built  a  loyal  following  of  customers 
willing  to  put  up  with  hour-long 
queues  and  snarling  customer  service. 
Pak  Melwani  still  marvels  at  the  over- 
looked opportunity.  "One  person  had 
all  the  business  to  himself,"  he 
repeats  in  disbelief. 

Not  for  long.  Melwani  and  Hathi- 
ramani  approached  Yeganeh  and  pro- 
posed to  expand  the  business  into  a 
full-fledged  chain.  "Leaving  out  the 
obscenities,  he  basically  told  us  to  get 
lost,"  says  Hathiramani. 

Over  the  next  three  months  Mel- 
wani and  Hathiramani  bought  every 
different  type  of  soup  in  Yeganeh's 
store  and,  with  the  help  of  friends  in 
the  restaurant  business,  replicated  it 
in  their  kitchen.  They  found  it  cost 
them  $2  to  make  a  bowl  of  the  stewy 
brew  Yeganeh  sold  for  $7  a  cup. 
What  to  call  the  new  store?  "Soup 
Nazi"  would  scarcely  amuse  people 
aware  of  the  Nazi  Holocaust.  So  it 
was  the  evocative  but  inoffensive 
Soup  Nutsy 

Scraping  together  $200,000  from 
friends  and  family,  the  two  partners 
hired  a  French  chef  with  a  repertoire 
of  500  soup  recipes.  They  rented 
store  space  not  far  from  Yeganeh's 
joint  and  copied  Ali  Yeganeh  right 
down  to  the  brusque  New  York  cus- 
tomer service.  Even  as  the  lines  of 
customers  formed,  the  savvy  soup- 
sters  were  planning  their  next  step. 

The  partners  submitted  a  business 
plan  to  David  Sculley's  Blackburn 
Group,  a  Pittsburgh-based  venture 
capital  firm.  "We  went  forward  with 
Soup  Nutsy  because  the  name  had 
great  exposure,"  says  George 
Naddaff,  who  made  a  fortune  by  rec- 
ognizing the  potential  of  the  Boston 
Chicken  concept.  "It's  amazing  to 
think  what  one  TV  show  can  do  to 
establish  a  brand." 

Says  Hathiramani:  "We  want  to  be 
the  Starbucks  of  soup,  the  Cartier  of 
soup,  the  Mercedes  of  soup,  the 
Microsoft  of  soup!" 

In  a  market  hungry  for  concept 
stocks,  this  one  may  fly  someday  as  an 
IPO  if  the  initial  expansion  works  rea- 
sonably well,  but  be  assured  that  by 
the  time  it  gets  offered  to  the  public, 
the  steam  will  be  off  the  soup.  Hi 
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Buy 

Yourself 
Some 
Time. 

Our  Flexjet  program  gives  you  all  the  benefits 
of  owning  a  business  jet  for  a  fraction  of  the  cost. 


Take  control  of  your  schedule  with 
F/exJet  fractional  ownership.  It's  not 
time-sharing.  It's  better.  It's 
guaranteed  anytime  access  to 
a  Learjet'1  or  Challenger" 


business  jet.  And  it's  tailored  to  your 
exact  requirements,  from  just  Si 70,000 
a  year'  over  five  years,  all-inclusive. 
f  Call  1-800-590-JETS. 


U     S     I     N  E 


Jet  Solutions 

the  executive  aviation  athhatt  of  AmericanAirtines' 


*  Estimated  annual  after-tax  cost  of  ownership  of  1/8  share  (500  occupied  hours  over  hve  year;.)  in  a  Learjet  ilA.  Conditioas  appl\ . 
erican  Airlines  is  a  registered  trademark  ot  AMR  Corporation  Inc.  Learjet,  Challenger,  Business  JetSolutions  and  Hcxjet  are  trademarks  of  Bombardier  Inc. 


The  Decatur  Funds 


HARNESS  THE  POWER 
OF  DIVIDENDS5" 

Delaware  Group  offers  two  funds  that  harness  the  Power  of  Dividends. 
The  Decatur  Funds  invest  primarily  in  undervalued  U.S.  stocks,  that 
pay  above-market-average  dividends  and  are  believed  to  have  potential 
for  long-term  capital  growth. 

Decatur  Total  Return  Fund,  established  in  i986,  seeks  long-term 
total  return  and  pays  quarterly  dividends. 

Decatur  Income  Fund,  established  in  i957,  seeks  high  current 
income  and,  unlike  most  other  equity  income  funds,  pays  a 
monthly  dividend. 

Delaware  Group  has  been  managing  money  for  investors  for  over  68 
years.  Call  your  financial  advisor  or  Delaware  Group  today  for  a 
Decatur  Funds  Information  Kit. 


1-800-552-6021 


The  prospectus  contains  more  complete  information, 
including  charges  and  expenses,  and  should  be  carefully 
read  before  investing  or  sending  money. 

©  Delaware  Distributors  L.P. 

1818  Market  Street  Philadelphia  PA  19103 
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Welcome  to  the 
Tower  of  Babel 


BY  DIANE  RAVITCH 


Diane  Ravitch  is 
a  historian  and 
a  Fellow  at  the 
Manhattan  Institute 
in  New  York  City. 


In  American  education  there  is  never  a 
shortage  of  bad  ideas.  The  latest  one  comes 
from  the  New  York  State  Commissioner  of 
Education,  who  wants  to  offer  the  state's  high 
school  graduation  examinations- — called 
Regents'  exams — in  Chinese,  Russian,  Spanish 
and  Haitian- Creole,  as  well  as  in  English. 

His  reasoning  is  that  students  should 
demonstrate  their  knowledge  of  mathematics, 
science  and  social  studies  in  the  language  they 
know  best.  Predictably,  the  National  Associa- 
tion of  Bilingual  Education  responded  enthu- 
siastically to  the  proposal  but  insisted  that 
these  students  should  not  be  expected  to  pass 
the  Regents'  examination  in  English. 

If  the  principle  is  right,  why  limit  it  to  these 
four  languages?  New  York's  population 
includes  youngsters  from  all  over  the  world, 
who  represent  more  than  100  different  lan- 
guage groups.  Doubtless  someone  will  sue  to 
demand  that  exams  be  equally  available  in 
Polish,  Urdu,  Tagalog,  Greek,  Italian,  Arabic, 
Hebrew,  Swahili  and  Korean. 

How  will  a  multilingual  policy  help  stu- 
dents? It  won't.  It  will  hurt  them.  It  will 
remove  one  of  the  incentives  they  have  to 
learn  English.  After  graduation  they  will  not 
be  able  to  find  an  American  university  that 
offers  mathematics  and  science  courses  in 
Russian,  Chinese,  Spanish  or  Haitian-Creole. 
Nor  will  they  be  able  to  find  a  good  job  unless 
their  command  of  English  is  as  good  as  that  of 
their  native  language. 

Where  will  the  state  find  teachers  and  mate- 
rials, and  the  money,  to  provide  advanced  aca- 
demic courses  in  mathematics,  science,  Ameri- 
can and  world  history  in  Russian,  Chinese, 
Spanish  and  Haitian-Creole  (not  to  mention 
all  the  other  languages)?  Who  will  write  text- 
books on  chemistry,  geometry  and  physics  in 
Haitian-Creole?  In  Haiti  itself  the  language  of 
instruction  is  French. 

An  official  policy  of  multilingualism  in  the 
schools  would  not  be  good  for  American  soci- 
ety. Every  year  our  society  adds  one  million  or 
more  immigrants.  The  one  element  that  binds 
our  society  together  is  that  we  are  able  to 
communicate  in  a  common  language.  Our 
society  has  been  able  to  absorb  tens  of  mil- 
lions of  immigrants  and  still  retain  its  unity 
and  national  identity  precisely  because  new- 


comers learned  English.  Those  who  do  not 
are  disadvantaged. 

The  victim  of  this  policy  ultimately  may  be 
public  education,  the  winners  those  who 
advocate  a  voucher  system.  In  debates  about 
school  vouchers,  the  trump  card  of  the  public 
schools  has  always  been  the  argument  that 
they  have  had  a  historic  role  in  American  life. 
Their  defenders  rightly  say  that  the  public 
schools  have  a  civic  mission;  they  are  supposed 
to  be  society's  major  assimilative  agency.  The 
multilinguists  now  propose  that  the  public 

Public  schools  have  a 
civic  mission;  they  are 
supposed  to  be  society's 
major  assimilative  agency. 


schools  throw  away  their  trump  card. 

This  multilingual  policy  will  seriously 
weaken  the  case  for  the  public  schools.  The 
heavy  additional  costs  of  trying  to  teach 
math  and  sciences  in  many  different  lan- 
guages will  drain  resources  from  other  edu- 
cational requirements.  Most  private  and  reli- 
gious schools  post  higher  test  scores  than 
public  schools.  In  large  part,  nonpublic 
schools  do  well  because  they  select  their  stu- 
dents, but  they  also  thrive  because  of  their 
freedom  from  a  heavy  burden  of  state  and 
local  regulations  and  mandates.  Now  New 
York  State  proposes  making  the  burden 
even  heavier. 

This  country  maintains  an  extensive  public 
school  system  at  a  cost  of  some  $300  billion 
per  year.  Most  Americans  support  the  spend- 
ing because  they  expect  it  will  prepare  the 
next  generation  for  citizenship,  for  higher 
education  and  for  the  modern  workplace.  All 
of  these  require  a  mastery  of  English. 

Why  doesn't  New  York — and  other  states — 
do  what  citizens,  parents  and  taxpayers 
expect?  Instead  of  permitting  students  to  take 
their  graduation  examinations  in  a  foreign  lan- 
guage, teach  them  English.  In  fact,  it  would 
be  a  good  idea  to  do  a  better  job  of  teaching 
English  to  American-born  students.  That's 
what  all  students  need  if  they  hope  to  have 
equal  opportunity  to  succeed  in  American 
society.  That's  what  our  public  schools  were 
created  to  do.  H 
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Only  Virgin  Atlantic  Offers  Non-Stop  Check-In. 


Leave  it  to  Virgin  Atlantic  to  be  the  first  airline  to  make  even 
checking  your  bags  relaxing.  With  our  unique  Drive-thru  Check-in5" 
at  London's  Heathrow,  Upper  Class®  passengers  are  spared  all  the 
hassles  of  checking  in.  When  you  use  our  complimentary  chauffeur- 
driven  car  service,  check-in  is  arranged  by  your  driver  on  the  way 
to  the  airport.  Upon  arrival,  a  Virgin  representative  will  take  care 
of  your  security  clearance  and  luggage  and  hand  you  your  boarding 
pass  -  all  while  you  wait  in  your  car.  Then  it's  on  to  our  exclusive 
pre-departure  Clubhouse  Lounge.  So,  next  time  you're  on  your 
way  home  from  London,  let  us  take  the  baggage  out  of  traveling. 
Virgin  Atlantic  Airways.  If  we're  not  your  airline,  you're  missing 
more  than  a  flight.  For  more  information  or  reservations  call  your 
travel  agent,  Virgin  Atlantic  at  800-862-8621  or  visit  our  website  M 
at  http://www.fly.virgin.com. 

virgin  at  1  antic  if? 

Virgin  Atlantic  Airways  offers  all  non-smoking  flights  to  Great  Britainfrom  New  York  (JFK  and  Newark), 
Boston,  Los  Angeles,  San  Francisco,  Washington  (Dulles),  Miami, and  Orlando. 


A  view  of  the  Hong  Kong  harbor  in  1862,  three  years  before  the  birth  of  the  Hongkong  &  Shanghai  Banking  Corp. 
The  company's  founder,  a  31-year-old  Scotsman,  saw  the  rich  potential  of  Asian  trade. 

Forget  Citibank.  HSBC  makes  more  money  than  any  other  bank. 
It  will  likely  continue  to  outearn  rivals  even  after  its  cash  cow, 
Hong  Kong,  returns  to  China. 

Bland-and  proud  of  it 


By  William  Green 

In  March  1865  the  Hongkong  & 
Shanghai  Banking  Corp.  opened  for 
business  in  the  scantily  developed 
colony  of  Hong  Kong.  The  mission 
of  the  bank,  which  was  founded  by 
Thomas  Sutherland,  a  31 -year-old 
Scotsman,  was  to  finance  Asian  trade. 
Other  banks  in  Hong  Kong  col- 
lapsed, speculating  disastrously  on 
everything  from  Shanghai  real  estate 
to  California  mining.  Sutherland's 
outfit,  founded  on  sound  "Scottish 
banking  principles,"  flourished:  132 
years  later  its  parent,  hsbc  Holdings, 
clocks  up  more  profits  than  any  other 


banking  company  in  the  world. 

Last  year  hsbc's  pretax  profits  were 
a  stunning  $7.06  billion — well  above 
those  of  any  other  bank  in  history. 
Citicorp,  its  closest  rival,  trailed  by  $1 
billion.  HSBC's  market  value  is  now 
$82.7  billion,  versus  $53  billion  for 
Citicorp.  At  a  recent  price  of  £19 
($31),  its  stock — which  trades  on  the 
London  and  Hong  Kong  stock 
exchanges — has  risen  600%  since 
1992.  This  year  it's  up  46%. 

Remarkably,  HSBC  has  racked  up  its 
mammoth  profits  with  relatively  little 
risk.  At  the  end  of  1996  the  compa- 


ny held  deposits  of  nearly  $250  bil- 
lion but  had  lent  out  only  $185  bil- 
lion to  customers.  Citicorp,  which 
had  deposits  of  $185  billion  at  the 
end  of  1996,  had  lent  out  $169  bil- 
lion. HSBC's  Tier  1  capital  ratio,  a 
measure  of  a  bank's  financial  muscle, 
stands  at  an  extraordinarily  high  9.9% 
of  risk-adjusted  assets.  Regulators  in 
the  U.S.  regard  a  bank  as  well-capi- 
talized if  its  Tier  1  is  6%. 

It's  those  old  Scottish  principles. 
"We  like  to  be  bland,"  says  James 
Cleave,  head  of  its  U.S.  subsidiary, 
hsbc  Americas. 
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A  modern-day  view  of  the  harbor,  with  the  Hongkong  Bank's  skyscraper  in  the  center 
As  Hong  Kong  flourished,  so  did  the  bank. 


In  a  sense,  hsbc  hasn't  had  to  take 
big  chances.  It's  been  right  where  the 
action  is.  Hong  Kong,  as  everyone 
knows,  reverts  to  Chinese  sovereign- 
ty on  July  1  after  156  years  of  British 
rule.  It's  been  a  spectacular  place  to 
do  business.  In  the  past  two  decades 
alone,  Hong  Kong's  gross  domestic 
product  rose  an  average  7%  a  year  in 
real  terms,  double  the  rate  of  the 
world  economy.  Hong  Kong's  banks 
have  also  benefited  from  low  taxes 
and  from  Asia's  cultural  aversion  to 
defaulting  on  debts. 

Even  sweeter  for  hsbc,  the  territo- 
ry's banking  system  has  traditionally 
functioned  almost  as  a  cartel.  As  the 
colony's  leading  bank,  Hongkong  & 
Shanghai  Banking  Corp. — also 
known  as  Hongkong  Bank — was 
among  those  that  stacked  the  deck 
for  years,  effectively  decreeing  that 
the  territory's  banks  would  pay  paltry 
rates  on  deposits  while  charging  high 
rates  on  loans. 

Will  the  handover  to  China  end 
hsbc's  dream  run?  Recently  its  cozy 


arrangement  started  falling  apart.  In 
1996  a  "mortgage  war"  erupted, 
with  foreign  banks  like  Holland's  ABN 
Amro  spoiling  the  local  fun  by  offer- 
ing comparatively  cheap  lending 
rates.  Competition  will  only  intensi- 
fy, with  formidable — and  well-con- 
nected— rivals  like  the  Bank  of  China 
looking  to  grab  market  share  from 
hsbc.  Meanwhile  Citicorp  and  others 
are  causing  margins  on  credit  cards  to 
tighten. 

But  it's  hard  to  exaggerate  hsbc's 
dominance  of  corporate  and  person- 
al banking  in  Hong  Kong.  The  com- 
pany has  360  branches  there  and 
holds  about  40%  of  the  territory's 
deposits.  It  accounts  for  a  third  of 
lending  in  Hong  Kong  and  is  the  ter- 
ritory's leading  issuer  of  credit  cards. 
It  also  boasts  40%  of  Hong  Kong's 
residential  mortgage  business.  In 
1996  HSBC  made  pretax  profits  in 
Hong  Kong  of  $2.6  billion— 40%  of 
the  company's  total  haul. 

It's  a  mark  of  hsbc's  power  in 
Hong  Kong  that  it  is  one  of  three 


firms  with  the  right  to  issue  bank- 
notes, many  of  which  bear  an  image 
of  the  company's  imposing  skyscraper 
on  Queen's  Road.  Serving  as  a  quasi- 
central  bank,  the  company  has  often 
used  its  capital  to  stabilize  the  territo- 
ry's volatile  economy,  buying  stocks 
when  the  market  has  plummeted  and 
acting  as  a  lender  of  last  resort. 

This  public-spiritedness  has  had  its 
rewards.  In  1965,  when  there  were 
runs  on  local  banks,  Hongkong  Bank 
bailed  out  the  Hang  Seng  Bank, 
buying  a  51%  stake  for  about  $6  mil- 
lion. Hang  Seng,  now  61%-owned  by 
hsbc,  currendy  has  a  market  value  of 
$23  billion  and  is  the  territory's 
second-richest  bank.  Last  year  it  con- 
tributed more  than  $1.1  billion  to 
hsbc's  pretax  profits. 

But  are  the  halcyon  days  over? 
John  Bond,  hsbc's  chief  executive 
officer,  professes  to  be  unflustered 
about  Hong  Kong's  return  to  China: 
"The  Western  media  seems  to  see  the 
future  of  Hong  Kong  in  political 
terms,  while  anyone  who  has  lived  in 
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Ten  of  the  most  profitable  globe-straddling  banks 


Bank/country 

Net  income 

Assets 

Return  on 

Market 

Recent 

Earnings 

12-month 

($mil) 

($mil) 

average 

value 

price 

per 

price 

assets 

l<t  .nil  \ 

share 

change 

HSBC  Holdings/United  Kingdom 

$4,861 

$402,377 

1.5% 

$82,703 

A 1 1  net 

$31.08 

$1.92 

93% 

Citicorp/United  States 
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2,579 

318,497 

0.9 

29,986 

19.46 

1.71 

58 

Lloyds  TSB  Group/United  Kingdom 

2,479 

252,260 

1.0 

53,900 

10.07 

0.51 

96 

Chase  Manhattan/United  States 

2,461 

336,099 

0.8 

40,740 

94.50 

7.32 

35 

NationsBank/United  States 

2,375 

185,794 

1.3 

33,764 

58.88 

4.12 

45 

ABN  Amro  Holding/Netherlands 

1,954 

444,281 

0.5 

25,394 

18.49 

1.21 

51 

National  Australia  Bank/Australia 

1,623 

137,429 

1.3 

21,078 

14.27 

1.16 

60 

JP  Morgan/United  States 

1,574 

222,026 

0.8 

19,925 

107.75 

7.54 

24 

All  figures  are  in  U.S  dollars. 


Source:  Morgan  Stanley  Capital  International  via  OneSource  Information  Services. 


HSBC's  dazzling  performance  has  left 
its  rivals  in  the  dust.  Last  year  it  made 
more  money  than  any  bank  in  history. 


Hong  Kong  sees  its  future  in  eco- 
nomic terms.  .  .  .  The  thing  we  watch 
in  Hong  Kong  is  the  economic 
growth  rate."  He  sees  no  signs  that 
this  will  flag  under  Chinese  rule. 
Bond,  who  spent  25  years  working  in 
Asia,  adds  that  China  is  as  keen  as 
hsbc  is  for  Hong  Kong  to  prosper. 
"The  real  politics  of  Hong  Kong," 
says  he,  comes  down  to  a  single  ques- 
tion: "Is  it  useful  to  China?" 

Nevertheless,  in  the  past  20  years 
the  firm  has  dramatically  reduced  its 
dependence  on  Hong  Kong,  trans- 
forming itself  from  a  regional  player 
into  a  global  powerhouse,  with  5,000 
offices  in  78  countries  and  with  $400 
billion  in  assets.  The  boldest  move — 
which  doubled  the  company's  head 
count — came  in  1992,  with  the  pur- 
chase of  England's  Midland  Bank. 
Midland,  the  U.K.'s  sixth-largest 
bank,  had  once  been  the  biggest  in 
the  world.  But  it  stumbled  dismally  in 
the  1980s,  losing  a  fortune  in  Latin 
America  and  California.  HSBC 
pounced,  paying  $6  billion — what 
looked  like  a  huge  sum  at  the  time 
but  now  seems  a  bargain  price. 

Flush  with  profits  from  Hong 
Kong,  HSBC  gave  Midland  the  finan- 
cial backing  and  the  confidence  it  had 
lost.  In  less  than  five  years  Midland's 
cost-income  ratio  was  slashed  from 
70%  to  63%.  The  U.K.  economy 
obliged  by  emerging  from  a  wrench- 
ing recession.  Midland  went  from 
losing  money  in  1992  to  netting 
nearly  $1.4  billion  last  year,  close  to  a 


HSBC's  main  subsidiaries 


Subsidiary 

1996  profit 
($mil) 

Hongkong  Bank  Group 

$2,600* 

Midland  Bank 

1,380 

HSBC  Americas 

380 

HSBC  Investment  Banking 

372 

Hongkong  Bank  Malaysia  Berhad 

137 

The  British  Bank  of  the  Middle  East 

101 

Hongkong  Bank  of  Canada 

90 

'Includes  61.5%  stake  in  Hang  Seng  Bank. 

Source:  HSBC  Holdings  press  release. 

25%  return  on  hsbc's  investment. 

Unlike  the  heavily  centralized  Citi- 
corp, which  offers  the  same  products 
around  the  world,  HSBC  is  a  federa- 
tion of  local  subsidiaries.  Many  of 
them,  such  as  Midland,  have  their 
own  names  and  franchises,  and  their 
customers  often  don't  realize  they  are 
banking  with  HSBC. 

Overseeing  this  global  federation 
are  two  men:  hsbc's  group  chairman, 
Sir  William  Purves,  and  his  chief 
executive,  John  Bond.  They  spend 
half  the  year  traveling  around  their 
empire,  keeping  close  tabs  on  local 
management.  The  rest  of  the  time 
they  are  based  in  the  company's 
modest  London  headquarters,  a  ten- 
floor  glass  building  with  a  sedate  view 
of  the  Thames. 

Purves,  a  64-year-old  Scotsman, 
started  out  as  a  tea-boy  at  the  Royal 
Bank  of  Scotland,  won  a  medal  for 
bravery  in  the  Korean  War  and  joined 
the  Hongkong  Bank  in  1955.  His 


subordinates  revel  in  tales  of  his  salt- 
of-the-earth  frugality.  Ray  Campsie, 
who  runs  hsbc's  management  train- 
ing center,  recalls  a  business  trip  he 
took  to  Scotland  with  the  chairman 
two  years  ago.  Purves  rented  the 
smallest  Fiat,  confiding  happily,  "We 
got  a  good  deal  on  this  one." 

Frugality  permeates  the  organiza- 
tion, which  prides  itself  on  its  low 
cost-income  ratios  and  its  devotion  to 
"expense  discipline."  Speaking  of  the 
company's  relatively  modest  salaries, 
John  Bond — a  dour,  pinstriped  En- 
glishman who  joined  the  firm  36 
years  ago — confesses,  "I  don't  think 
people  come  here  to  get  rich." 

hsbc,  which  develops  most  of  its 
highly  regarded  computer  systems  in- 
house,  is  fervent  about  not  over- 
spending on  information  technology. 
It  is  a  tight  ship  in  other  ways,  too. 
"If  someone  says,  T'm  going  to  have 
this  memo  on  your  desk  by  three 
o'clock,'  it  arrives  by  three  o'clock," 
snaps  Bond.  "If  it  doesn't,  someone 
is  going  to  get  pretty  heated."  As 
chairman,  Purves  made  a  mere  $1.2 
million  in  1996. 

This  obsession  with  order  and  effi- 
ciency makes  sense  in  a  business  as 
competitive  and  fungible  as  banking. 
"There  are  very  few  original  strategies 
in  banking,"  declares  Bond,  who  is 
expected  to  succeed  Purves  as  chair- 
man. "What  sorts  out  one  bank  from 
another  is  the  ability  to  execute  a 
strategy  .  .  .  the  discipline — day  in, 
day  out — to  provide  a  constant  stan- 
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John  Bond,  chief  executive  officer  of  HSBC  Holdings 
"I  don't  think  people  come  here  to  get  rich." 


Sir  William  Purves,  chairman  of  HSBC  Holdings 
From  tea-boy  to  the  top  job. 


dard  of  service  and  to  be  constantly 
improving." 

Purves  and  Bond  are  International 
Officers  (or  ios),  part  of  an  elite  cadre 
at  HSBC.  The  company,  which  has 
120,000  employees,  hires  12  to  16 
ios  each  year  and  grooms  them  for 
leadership.  Traditionally,  they  serve 
three-year  tours  of  duty  in  various 
countries  and  can  be  moved  any- 
where at  a  moment's  notice.  Until  a 
few  years  ago,  there  were  no  female 
ios,  and  male  ios  under  26  could  not 
get  married  without  the  chairman's 


permission.  More  recently  HSBC  has 
been  hiring  more  women,  promoting 
more  Asians  and  trying  to  shed  its 
image  as  an  army  of  rugby-playing, 
empire-building  Brits. 

Anachronistic  as  it  sounds,  the 
International  Officer  system  has  been 
one  of  the  company's  greatest 
strengths,  producing  a  troop  of 
nearly  400  executives  who  can  func- 
tion comfortably  in  any  country. 
Many  senior  ios  lived  together  as 
young  men  in  an  officers'  mess  in 
Hong  Kong  and  have  remained  with 


the  bank  for  decades.  They  trust  each 
other  and  tend  to  espouse  common 
values  such  as  thrift,  discipline, 
integrity  and  loyalty.  When  HSBC  has 
a  challenge  to  meet,  it's  always  possi- 
ble to  dispatch  a  trusty,  well-proven 
io  to  take  care  of  it.  The  chief  execu- 
tives of  the  Hongkong  Bank  and  the 
Midland  Bank,  for  example,  are  both 
ios  of  long  standing. 

HSBC's  latest  big  move  is  into  Latin 
America,  where  it  has  just  indulged  in 
a  $2  billion  spending  spree.  "In  a 
country  like  Argentina,"  says  John 


Slipping 
into 

the  U.S. 

In  1987  the  Hongkong  & 
Shanghai  Banking  Corp. 
acquired  Marine  Midland 
Bank,  founded  in  Buffalo, 
N.Y.  in  1850.  It  seemed 
like  a  fine  way  to  break  into 
the  U.S.  The  purchase 
turned  into  a  fiasco, 
because  of  lousy  property 
loans  and  imprudent  lend- 
ing in  Venezuela,  Mexico 
and  Brazil.  In  1990 
Marine's  losses  totaled 


nearly  $300  million. 

John  Bond,  now  chief 
executive  of  HSBC  Hold- 
ings, headed  to  Buffalo. 
He  and  his  successor  at 
Marine,  James  Cleave, 
began  downsizing.  They 
cut  Marine's  assets  to  $16 
billion,  down  from  a  peak 
of  $27  billion;  laid  off  a 
third  of  the  bank's  12,000 
employees,  sold  its  non- 
core  businesses  and  got 
Marine  Midland  out  of 
Latin  America,  where  it 
had  blundered  because  it 
had  little  knowledge  of 
those  markets. 

HSBC  Americas,  now  the 
holding  company  for 


Marine  Midland,  boasted 
net  income  last  year  of 
$380  million.  Its  net  inter- 
est margins  were  the  high- 
est of  any  bank  in  New 
York  State.  And  its  return 
on  equity  was  an  impres- 
sive 21.3%. 

With  Marine  back  in 
fine  health,  there's  been 
speculation  that  HSBC 
might  make  another  major 
U.S.  acquisition,  perhaps 
snapping  up  a  high-profile 
investment  bank  like 
Lehman  Brothers. 

But  James  Cleave,  chief 
executive  of  hsbc  Ameri- 
cas, has  taken  a  less  flashy 
route,  recently  buying 


First  Federal  Savings  & 
Loan  Association  of 
Rochester,  for  $620  mil- 
lion. The  merger  of 
Marine  Midland  and  First 
Federal  may  not  be  glam- 
orous, but  it  looks  prof- 
itable. First  Federal's  costs 
will  be  cut  by  40%,  says 
Cleave,  merely  by  merging 
the  operations  of  First 
Federal  and  Marine. 

Eventually  Cleave 
expects  Marine  to  expand 
into  Pennsylvania  and 
New  Jersey.  But  he's  in 
no  rush.  "The  company's 
underlying  strength," 
says  he,  "is  that  we're 
patient."         -W.G.  MB 
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Bond,  "maybe  20%  of  the  population 
has  a  bank  account,"  compared  with 
about  70%  in  the  U.K.  Sooner  or 
later,  more  Latin  Americans  will  enter 
the  banking  system,  and  hsbc  plans 
to  sell  them  everything  from  credit 
cards  to  insurance  to  financial  plan- 
ning. Another  attraction:  HSBC 
expects  the  flow  of  cross-border  trade 
in  Latin  America  to  surge,  and  the 
company  has  always  done  a  roaring 
business  in  trade  finance. 

In  pursuit  of  its  Latin  strategy, 
hsbc  recently  bought  stakes  in  Peru's 
Banco  del  Sur  and  in  Chile's  Banco 
Santiago  and  has  bid  for  a  piece  of 
Mexico's  Grupo  Financiero  Serfin;  it 
has  also  announced  a  plan  to  buy  a 
bank  in  Argentina  for  more  than 
$600  million;  and  it  has  forked  out 
$1  billion  in  cash  to  Buy  Banco 
Bamerindus,  one  of  the  biggest  banks 
in  Brazil. 

As  with  Midland  Bank  and  the 
Hang  Seng  Bank,  the  Bamerindus 
deal  looks  like  a  classic  display  of 
HSBC  bottom-fishing:  Buy  a  bank 
when  it  is  in  distress  and  cheap,  infuse 
it  with  the  old  HSBC  spirit  and  nurse 
it  back  to  health. 

Bamerindus  had  landed  itself  in 
trouble  through  imprudent  lending 
and  needed  a  savior.  Enter  HSBC, 
loaded  with  cash  and  delighted  to 
step  in  at  a  time  when  Brazil's  econ- 
omy is  on  the  mend. 

The  Asia-Pacific  region  looks 
equally  enticing.  In  India  and 
Indonesia,  for  example,  only  a  tenth 
of  the  population  has  bank  accounts, 
and  few  people  have  credit  cards. 
Excluding  Hong  Kong  and  Austral- 
asia, HSBC  has  more  than  200  branch- 
es in  19  Asia- Pacific  countries,  with 
46  branches  in  Malaysia  alone. 
Having  focused  on  corporate  banking 
in  most  of  these  countries,  HSBC 
badly  trails  Citicorp  in  consumer 
banking.  You  can  be  sure  the  ios  will 
try  to  change  that. 

At  a  time  when  much  of  the  world 
is  nervous  about  the  future  of  Hong 
Kong,  HSBC's  management  exudes  a 
quiet  confidence  born  of  having  sur- 
vived wars  and  depressions  and  revo- 
lutions. Confidence  but  not  compla- 
cency. Says  Bond,  "We're  sitting  here 
thinking  about  how  we  maintain 
momentum  in  the  first  half  of  the 
next  century."  Bi 
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GABELLI 

5 -Star  Growth 


*  *  *  *  * 

Morningstar's  Highest  Rating!! 


Gahelli  Growth  Fund  was 

rated  5  stars  for  overall  and 
ten  year  performance  ended 
4/30/97  out  of  614  funds. 
The  Fund  received  four  stars 
for  the  3  and  5-year  period 
among  1929  and  1101 
funds,  respectively. 

"For  over  ten  years,  the 
Gabelli  Growth  Fund  has 
employed  'bottom-up' 
research,  concentrating 
on  company  specific 
criteria  such  as  earnings 
trends  and  market 
capitalization  ratios  as 
a  basis  for  stock  selection. 


Howard  Ward 

Portfolio  Manager 


Outstanding  performance  for  over  10  years!! 


Average  Annual  Return  1 

Average  Annual  Returns  as  of  3/31/97 

From  Inception 
4/10/87  -  5/22/97 

♦17.2% 

1  Year 

+13.1% 

5  Years 

♦13.7% 

Life  of  Fund* 

+16.0% 

For  a  prospectus  and  other  information,  call: 

1-800-GABELLI 

1-800-422-3554  •  fax:1-914-921-5118 
http://www.gabelli.com  •  info@gabelli.com 


Morningstar  rating  reflects  historical  risk  adjusted  performance  as  of  4/30/97  and  is  subject  to  change 
every  month.  Morningstar  proprietary  ratings  are  calculated  from  the  Fund's  three,  five  and  ten-year 
average  annual  returns  in  excess  of  90-day  T-bill  returns  with  appropriate  fee  adjustments  and  a  risk  factor 
that  reflects  fund  performance  below  90-day  T-Bill  returns.  The  top  10%  of  the  funds  in  an  investment 
category  receive  five  stars  and  the  next  22.5%  receive  four  stars.  The  Fund  received  four  stars  for  the  3 
and  5-year  period  among  1,929  and  1,101  funds,  respectively.  Investment  results  may  vary  and  you  may 
have  a  gain  or  loss  when  you  sell  shares.  Past  performance  is  no  guarantee  of  future  results.  The 
prospectus  contains  more  complete  information,  including  fees  and  expenses.  Read  it  carefully  before 
investing.    'Inception  4/10/87 


GABELLI  FUNDS,  INC. 

^  Creating  Opportunities  Through  Research 
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Bugs  bite, 

and  lawyers  litigate 


BY  JAMES  D.  ZIRIN 


James  D.  Zirin,  a  trial 
lawyer,  is  a  partner  in 
the  New  York  law  firm 
of  Brown  &  Wood. 


At  the  start  of  the  computer  age  the  pro- 
gramming elite  thought  it  would  be  cheaper 
to  format  dates  on  the  assumption  that  the 
first  two  digits  of  the  year  would  always  be  19. 
They  forgot  the  next  millennium  was  just  a 
few  decades  away. 

And  so  we  have  the  much-trumpeted  mil- 
lennium bug.  A  muitimillion-dollar  problem 
for  a  lot  of  people,  but  a  huge  potential 
source  of  business  for  the  legal  profession. 

It  is  estimated  that  only  50%  of  companies 
with  this  software  will  become  year-2000 
compliant  in  time.  The  rest  may  see  all  or  part 
of  their  computer  systems  crashing  on  or  after 
Jan.  1,  2000,  just  29  months  from  now.  At  a 
recent  meeting  of  the  Electronic  Banking 
Economics  Society,  one  speaker  predicted  that 
a  bankruptcy  rate  of  between  1%  and  5% 
could  result  from  fixing  the  millennium  bug. 

As  a  legal  matter  it  is  easy  to  contract 
around  the  problem,  now  that  it  is  out  in  the 
open,  but  this  is  the  legal  equivalent  of  lock- 
ing the  barn  door  after  the  horse  has  been 
stolen.  New  software  contracts  may  warrant 
that  the  program  will  function  properly  before 
and  after  Jan.  1,  2000.  But  it  is  too  late  for 
most  users,  who  obtained  legacy  software 
before  the  news  of  a  problem  got  out. 

So  get  ready  for  some  massive  litigation. 
Given  the  complexities,  companies  will  surely 
be  considering  what  their  rights  may  be  against 
those  that  supplied  noncompliant  systems. 

The  mere  suggestion  of  millennium-bug 
litigation  sends  shivers  down  the  spines  of 
corporate  executives.  For  example,  companies 
that  do  not  fully  disclose  the  dimensions  of 
their  year-2000  problem  may  be  vulnerable 
under  the  federal  securities  laws.  If  airlines  or 
railroads  miss  maintenance  schedules,  the 
exposure  may  be  awesome. 

Recourse  may  be  sought  against  software 
vendors  either  on  the  basis  that  their  packages 
were  not  compliant  in  the  first  place  or 
because  the  users  sought  compliance  but  the 
product  failed  to  deliver.  These  lawsuits  may 
be  based  on  claimed  breaches  of  contractual 
warranties  that  the  licensed  systems  are  com- 
pliant or  of  the  implied  warranty,  in  every  sale, 
of  fitness  for  the  purpose  intended. 


The  vendors  will  most  likely  defend  on  the 
theory  that  the  risk  was  "unforeseeable"  or 
there  was  a  disclaimer  of  warranty  explicit  or 
implied  in  the  transaction.  Some  courts  have 
held  that  a  computer  software  transaction  is  a 
"sale"  subject  to  the  warranty  provisions  of  the 
Uniform  Commercial  Code,  but  other  courts 
have  disagreed,  saying  computer  software  rep- 

Gompanies  that  do  not  folly 
disclose  the  dimensions  of  their 
year-2000  problem  may  be 
vulnerable  under  the  federal 
securities  laws.  If  airlines  or 
railroads  miss  maintenance  sched- 
ules, the  exposure  may  be  awesome. 


resents  the  rendering  of  services  rather  than 
goods  and  is  therefore  exempt  from  the  UCC. 

Another  burning  issue  is  the  effect  of 
express  disclaimers  of  warranty  contained  in 
licensing  agreements.  The  policy  of  the  law  is 
to  construe  such  disclaimers  narrowly  so  as 
not  to  erode  the  effect  of  implied  warranties 
provided  by  the  ucc  or  common  law. 

And  there  is  the  thorny  issue  of  the  statute 
of  limitations.  Normally  warranties  do  not 
survive  acceptance  and  delivery  of  the  goods 
unless  a  longer  period  is  provided  by  contract. 
A  different  case  may  be  presented,  however, 
where — as  is  apparently  the  case  with  the  mil- 
lennium bug — the  defect  was  not  discovered, 
nor  should  have  been  discovered,  until  after 
the  systems  went  on  line. 

As  the  year  2000  approaches,  there  is  talk 
about  finding  an  alternative  to  all  this  litiga- 
tion, all  this  product  liability.  Don't  count  on 
it.  Business  organizations  may  not  have  any 
choice  but  to  sue  for  loss  or  damage  caused  by 
the  millennium  bug  in  light  of  their  stern  and 
familiar  fiduciary  duties  to  stockholders.  Soft- 
ware suppliers  will  need  lawyers  to  defend 
themselves.  Plaintiffs'  attorneys  may  find  a 
new  specialty  in  suing  user  companies  or  their 
managers  for  failing  to  take  effective  action. 

This  one  is  going  to  keep  a  lot  of  lawyers 
busy  for  a  long  time.  H 


100 


Forbes  ■  July  7,  1997 


America  was  built  by  those  who  believed  there  was  a  better  way 
to  do  just  about  anything.  These  were  people  who  conquered  a  vast  frontier, 
made  the  world  safe  for  democracy  and  put  a  man  on  the  moon.  Through  it 

all,  we  have  been  at  our  best  when  we  have  set  our  sights  highest. 

■ 

In  that  spirit,  The  C1T  Group  proposes  a  series  of  stretch  goals  for 
the  American  economy.  We  believe  that  these  six  aggressive  yet  attainable 
objectives  form  a  foundation  for  a  more  prosperous  21st  Century  America. 

At  The  CIT  Group,  we  are  in  the  business  of  providing  companies 
and  individuals  with  the  financing  they  need  to  reach  their  goals.  In  fact, 
we  will  lend  over  $8  billion  toward  that  end  in  1997. 

We  have  seen  what  properly  financed  ambition  can  accomplish. 
We  know  how  powerfulthe  American  Dream  can  be. 


□ 


roup's  Stretch  Goa 


STAIR  ABLE ,  NON-INFLATIONARY 
GROWTH  OF  3.5% 

In  the  1990s,  the  American  economy  has  grown  at  a  rate  of  approximately  2%  annually. 
Given  the  current  realities,  many  believe  that  is  as  high  as  we  can  go  without 
triggering  significant  inflation.  We  disagree.  If  the  federal  government  carries  out 
its  promise  to  balance  the  budget  and  American  industry  continues  to  enhance 
productivity,  there  is  no  reason  our  economy  can't  sustain  at  least  a  3.5%  growth 
level.  We  believe  it's  something  worth  shooting  for. 

ONE-PAGE  TAX  RETURN 

Whether  through  a  flat  tax  or  some  alternate  method,  enormous  benefits  are  to 
be  gained  by  making  our  tax  code  simpler  and  more  equitable.  We  believe  it's  possible 
to  create  a  fair  tax  code  that  never  requires  a  return  longer  than  a  single  sheet  of 
paper.  For  now,  let's  say  it's  OK  to  use  both  sides. 

99%  ADULT  LITERACY 

A  well-educated  workforce  is  the  most  vital  component  of  a  modern  economy. 
Yet,  one  out  of  five  adult  Americans  cannot  read  at  an  eighth  grade  level.  We  must 
not  accept  compromise  when  it  comes  to  ensuring  far  higher  standards  of  perfor- 
mance. Substantial  investments  are  needed  to  create  and  maintain  superior  facilities 
and  well-trained  teachers.  We  must  not  only  make  those  investments,  but  also 
rediscover  the  values  that  placed  education  among  our  most  cherished  pursuits. 

The  CIT  Group  is  a  $19  billion  lender  which 
financed  businesses  and  individuals  since  190£ 
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or  The  American  Economy 


REDUCTION  IN  REGULATION 


Federal  regulation  has  helped  create  safer  workplaces  and  a  cleaner  environment.  All 
too  often,  however,  it  has  also  created  a  crippling  administrative  burden  on  American 
companies.  We  recommend  that  the  private  and  public  sectors  work  together  in 
addressing  this,  with  the  objective  of  eliminating  all  non-essential  regulation  from 
the  law  books.  We  suspect  it  could  at  least  be  cut  in  half. 


A  DRUG-FREE  WORKPLACE 


It  is  estimated  that  alcohol  and  drug  abuse  cost  American  business  upwards  of 
$140  billion  a  year  in  absenteeism  and  lost  productivity.  In  the  process,  it  destroys 
careers,  ruins  families  and  eats  at  the  fabric  of  our  society.  Ending  this  scourge  wil 
require  a  concerted  and  coordinated  effort  on  criminal,  social  and  medical  fronts. 
With  a  serious  commitment  from  both  public  and  private  sectors,  this  is  a  problem 
that  can  be  solved. 


CTIVE  JOB  FOR  EVERY  ABLE  WORKER 

As  a  nation,  we  have  enormous  challenges  to  meet  and  tremendous  opportunities  to 
explore.  We  simply  can't  afford  to  let  able  workers  stand  idle.  We  have  the  capacity 
and  the  need  to  create  a  meaningful  job  for  every  American  who  is  capable  of 
working.  With  a  concerted  effort  on  the  part  of  government  and  industry,  we  can 
and  must  find  a  way  to  unleash  this  capacity. 


For  more  information  about  The  CIT  Group,  and  how 
we  can  help  you  reach  your  goals,  visit  our  website  at 
www.citgroup.com,  or  call  1 -800-CIT- 1 908. 


UN  IHtUUkM! 


Under  a  broad  interpretation  of  the 
insider  trading  laws,  shrinks,  printers  and  reporters 
have  been  convicted.  But  were  they  really 
insiders  in  the  intent  of  the  law? 


Who's  an 
insider? 


By  Susan  Adams 

Nine  years  ago  Minneapolis  lawyer 
James  O'Hagan,  of  the  prestigious 
Dorsey  &  Whitney  firm,  learned  that 
one  of  his  firm's  clients  was  planning 
to  make  a  bid  for  the  Pillsbury  Co. 

Using  money  from  client  accounts, 
O'Hagan  bought  Pillsbury  call 
options  and  stock.  He  made  $4.3 
million  when  Britain's  Grand  Metro- 
politan Pic.  announced  a  formal  bid 
for  the  local  food  company.  Found 
guilty  on  state  charges  of  theft, 
O'Hagan  spent  16  months  in  state 
prison.  He  was  also  convicted  on  fed- 
eral charges  of  insider  trading,  but 
may  not  have  to  serve  the  time.  Last 
October  the  U.S.  Court  of  Appeals 
for  the  Eighth  Circuit  threw  out 
O'Hagan's  1990  insider  trading  con- 
viction. The  Justice  Department  and 
the  Securities  &  Exchange  Commis- 
sion are  appealing  to  the  Supreme 
Court  to  reverse  that  ruling. 

Who  is  an  insider?  And  when? 
Does  the  law  apply  only  to  officers 
and  directors  of  the  companies 
involved?  Or  am  I  an  insider  if  I  inad- 
vertently stumble  upon  relevant 
information? 

Since  the  early  Eighties,  federal 
courts  have  routinely  punished  scores 
of  people  who  weren't  traditional 
corporate  insiders — defined  as  officers 
or  directors  who  owe  a  fiduciary  duty 
to  their  shareholders.  O'Hagan  was 
such  a  noninsider.  The  Second  Cir- 
cuit Court  of  Appeals  in  New  York, 
which  hears  more  securities  cases 
than  any  other  circuit,  has  vigorously 
defended  this  theory. 

The  chief  weapon  in  expanding  the 
net  has  been  the  so-called  misappro- 
priation theory,  which  the  SEC  and 


policy  against  disclosing  information 
before  it  is  published.  The  now-dis- 
barred O'Hagan  breached  a  fiducia- 
ry duty  to  his  firm  and  to  his  firm's 
client.  The  key  is  that  all  these 
breaches  took  place  in  connection 
with  the  sale  of  securities. 

Similarly,  Robert  Willis,  a  New 
York  psychiatrist,  pleaded  guilty  in 
1991  to  buying  stock  on  the  basis  of 
secret  information  he  learned  while 
treating  the  wife  of  financier  Sanford 
Weill.  Willis  violated  the  doctor/ 
patient  privilege. 

But  the  Eighth  Circuit  and,  more 
recently,  the  Fourth  Circuit  in  Vir- 


the  Justice  Department  developed 
following  a  seminal  1980  Supreme 
Court  decision.  That  case  tossed  out 
the  insider  trading  conviction  of  a 
financial  printer  named  Vincent 
Chiarella,  who  profited  from  non- 
public information  in  documents  he 
was  printing  for  his  clients. 

Some  of  the  more  notorious  mis- 
appropriators convicted  on  this  basis 
include  former  Wall  Street  Journal 
reporter  R.  Foster  Winans,  who  went 
to  jail  in  1988.  He  leaked  advance 
information  about  what  he  was  writ- 
ing for  the  paper's  "Heard  on  the 
Street"  markets  column  to  a  sleazy 
Kidder,  Peabody  broker  who  made 
trades  for  him. 

Winans  broke  his  newspaper's 


ginia  have  turned  180  degrees.  In 
throwing  out  O'Hagan's  conviction, 
the  Eighth  Circuit  judges  said  that 
what  is  essentially  a  prosecutor- made 
law  is  horribly  vague;  that  the  con- 
nection between  O'Hagan's  securities 
trading  and  his  alleged  breach  of  duty 
is  simply  too  tenuous. 

Two  years  ago  the  Fourth  Circuit 
used  similar  logic  in  throwing  out  the 
conviction  of  Elton  Bryan,  a  former 
official  of  the  West  Virginia  Lottery. 
Bryan  had  relied  on  inside  informa- 
tion to  buy  shares  in  a  company  that 
was  about  to  get  a  huge  contract  with 
the  lottery  agency — a  contract  Bryan 
himself  had  a  hand  in  doling  out. 

Now  the  Supreme  Court  must  decide: 
Who  is  an  insider  and  when?  WM 
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Want  a  divorce?  Just  step  right  up  and  push  a  few  buttons 
on  the  ATM  screen.  Bring  your  credit  card. 

"For  sole  custody, 
touch  here" 


By  Susan  Adams 

"If  you  want  to  file  for  divorce, 
touch  here,"  says  the  attractive 
woman  on  the  screen.  A  purple  wed- 
ding ring  icon  flashes  next  to  the 
word  divorce.  "I'll  help  you  fill  out 
the  papers;  then  I'll  tell  you  how  to 
finish  the  job,"  the  voice  adds. 

Welcome  to  QuickCourt,  the  latest 
iteration  of  the  automated  teller 
machine.  The  gizmos  are  helping 
people  in  California,  Arizona,  Utah 
and  even  Australia  handle  uncontest- 


ed divorce,  probate,  eviction,  small 
claims  and  other  routine  legal  matters 
on  their  own.  This  without  the  hassle 
and  expense  of  lawyers,  who  can 
charge  at  least  $500  for  such  things. 

Type  in  basic  information  using  an 
on-screen  keyboard,  and  the 
machine,  often  conveniently  installed 
in  the  courthouse  lobby,  spits  out 
legal  documents  ready  to  file  with  the 
clerk.  You  pay  your  fee — no  more 
than  $30 — through  a  slot  by  credit 


card,  debit  card  or  cash. 

QuickCourt  is  the  brainchild  of 
North  Communications,  an  11- 
year-old  Marina  del  Rey,  Calif, 
outfit  controlled  by  John  Kluge's 
Metromedia  Co.  North  had  already 
been  making  automated  machines 
to  dispense  vehicle  registrations 
and  hunting  licenses  for  various 
state  governments. 

In  1990  North  hooked  up  with 
the  state  of  Arizona,  which  was  con- 


To  truly  appreciate  the  value  of  independent  agents,  considei 


cerned  that  its  courts  were  being 
clogged  by  too  many  ill -prepared 
documents  from  people  trying  to 
handle  their  own  legal  problems. 

Three  years  later,  with  the  help 
of  a  $120,000  grant  from  the 
State  Justice  Institute,  a  federally 
funded  nonprofit  in  Alexandria, 
Va.,  the  state  of  Arizona  tested 
three  QuickCourt  machines  in 
Mesa,  Tucson  and  Scottsdale. 
They  were  so  popular  that  people 
had  to  make  appointments  to  use 
them.  Thanks  to  a  $100,000  Ford 
Foundation  grant,  Arizona  put  in 
22  more  terminals  in  court  lobbies 
and  libraries  last  year.  Another  125 
are  slated  to  go  in  this  year.  All  told, 
North  has  36  QuickCourts  up  and 
running. 

The  big  challenge  for  North,  a  firm 
with  only  87  employees,  is  keeping 
up  with  the  frequent  changes  in  state 
laws.  No  mean  feat  with  just  9  soft- 
ware writers,  who  work  with  state 
court  staffers  to  update  the  programs 


constantly.  Arizona,  for  example, 
made  multiple  changes  in  its  child 
support  guidelines  last  October.  It 
took  more  than  12  weeks  to  update 
the  machines. 

What  says  the  legal  establishment 
to  all  this?  Although  state  bar  repre- 


sentatives say  they  support  Quick- 
Court,  in  Utah — where  an  ATM 
divorce  costs  just  $10 — state  trial 
court  judge  Lynn  Davis  complains 
the  kiosks  make  it  too  easy  for 
people  to  get  divorced.  "We  ought 
to  be  in  the  business  of  preserving 
k  marriages  rather  than  facilitating 

■  their  demise,"  he  says. 

■  For  now  North  is  the  only  outfit 
making  these  things.  Diebold  Inc. 

W  and  NCR  Corp.  make  bank  ATMs 
:  but  haven't  done  legal  machines 
yet — mainly  because  the  software 
updating  costs  are  so  high.  North  has 
yet  to  make  any  money  off  this  busi- 
ness. It  charges  up  to  $250,000  to 
develop  the  software  and  $25,000  for 
a  three-year  kiosk  lease.  North  col- 
lects 90%  of  the  payments  on  each 
transaction. 

What's  next  for  QuickCourt? 
North  Chief  Executive  Paul  Kennedy 
has  already  pitched  Utah  to  push 
QuickCourt  to  its  next  logical 
venue — the  World  Wide  Web.  WM 


I  Assessing  risk  is  an  art.  That's  why  independent  agents 
|  use  a  jace-to-jace,  personal  approach  to  risk  assessment. 
Their  hands-on  involvement  with  customers  paints  a  better 
picture  than  numbers  alone.  And  we  carefully  select  only 
the  best  agents  in  each  market,  which  is  why  our  combined 
loss  and  expense  ratios  look  so  attractive.  Of  course,  you 
could  just  focus  on  our  record  of  35  years  of  increased 
shareholder  dividends,  or  our  A++  rating  from  A.M.  Best 
for  our  property  casualty  insurance  operations.  Regardless 
of  how  you  look  at  Cincinnati  Financial  Corporation, 
you're  going  to  like  what  you  see.  For  a  CFCfact  sheet, 
Call  1-800-95 5-CINF  {2463}. 
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The  religious  left 
with  its  mask  off 


BY  ROBERT  A.  SIRICO 


Father  Robert  A.  Sirico 
is  president  of  the 
Acton  Institute  for  the 
Study  of  Religion  and 
Liberty  in  Grand 
Rapids,  Mich. 


The  religious  left  has  prestige  within  aca- 
demic departments  of  theology  and  in  parts  of 
the  media,  but  that's  about  the  limit  of  its 
influence. 

Consider  the  controversy  over  the  nun  dolls 
made  by  Blessings,  Expressions  of  Faith,  a 
family-based  catalog  business  in  St.  Joseph, 
Mich.  The  Cholewa  family,  five  brothers  and 
their  ten  employees,  have  been  making  these 
20-inch  dolls,  dressed  in  traditional  habits,  for 
a  decade.  The  National  Coalition  of  American 
Nuns  has  suddenly  taken  offense.  "U.S.  nuns 
would  not  lend  their  image  to  profit  a  busi- 
ness venture,"  this  group  charges. 

Simply  untrue.  The  Cholewa  brothers 
held  down  other  jobs  while  researching  the 
styles  and  fabrics  used  by  32  different  reli- 
gious orders.  They  called  convents  and 
mother  houses.  Nuns  cooperated  by  sending 
sample  fabrics,  pictures  of  themselves,  pat- 
terns and  notes  of  encouragement.  Each  nun 
doll  has  a  name,  and  in  many  cases  the  name 
was  suggested  by  the  order  to  honor  some 
particular  member. 

People  whose  lives  have  been  touched  by  a 
nun  enjoy  having  these  dolls  around  to 
remind  them  of  an  occasion  of  grace.  Families 
with  siblings  or  children  in  convents  treasure 
them  as  reminders  of  their  loved  one's  deci- 
sion to  devote  her  life  to  God.  Where's  the 
"exploitation"? 

The  Cholewas  keep  a  file  of  letters  from  sis- 
ters in  religious  orders  to  prove  that  most  sup- 
port their  work.  For  example,  Sister  Anne  Ful- 
wiler,  director  for  Religious  of  the  Order  of 
the  Immaculate  Heart  of  Mary,  wrote:  "You 
are  to  be  congratulated  for  the  careful  exact- 
ness with  which  you  made  the  garments.  They 
are  truly  works  of  art."  The  left-wing  group 
that  is  calling  for  a  boycott  of  the  dolls  clearly 
does  not  represent  most  nuns. 

Nevertheless,  the  coalition  demands  that 
Blessings  stop  profiting  from  the  sale  of  nuns' 
images.  Any  profits  should  be  handed  over  to 
the  Retirement  Fund  for  Religious.  It  claims 
that  it  is  wrong  to  profit  from  the  sale  of  the 
images. 

This  may  sound  like  a  petty  incident,  but  it 
shows  the  religious  left  in  its  true,  Marxist 
light.  What's  really  behind  the  complaint  is 


the  philosophical  assumption  that  profit  is 
"exploitation."  Not  only  is  that  bad  econom- 
ics, it  is  also  slovenly  thinking.  The  Blessings 
company  is  a  wonderful  illustration  of  how 
profit  and  propagation  of  religious  faith  can 
work  together  in  the  market  economy. 

In  their  economic  ignorance  the  coalition 
nuns  may  have  assumed  that  because  the  dolls 
are  expensive — prices  range  from  $139  to 
$199 — the  makers  must  be  gouging  the 
public.  But  the  prices  partly  reflect  the  high 
cost  of  the  required  handiwork.  At  any  rate 
consumers  are  willing  to  pay  the  prices,  mean- 
ing they  think  the  exchange  is  to  their  benefit. 
If  the  coalition  really  wanted  to  bring  Bless- 
ings down,  these  sisters  would  figure  out  a 
way  to  make  dolls  cheaper  and  undercut  them 
on  the  market  by  selling  dolls  themselves. 

Those  who  read  or  otherwise  hear  about  the 
proposed  boycott  would  do  well  to  remember 
that  this  coalition  hardly  represents  the  views  of 
the  average  nun.  Let's  examine  some  of  the 
coalition's  other  causes.  For  a  quarter-century, 
it  has  called  for  women  priests,  backed  federal 

The  Blessings  company  is  a 
wonderful  illustration  of  how 
profit  and  propagation  of 
religious  faith  can  work  together 
in  the  market  economy. 


laws  protecting  same -sex  marriage  and  pushed 
for  socialized  health  care.  All,  and  consistently 
so,  left-wing  causes.  It's  also  litigious,  filing 
lawsuits  on  behalf  of  nuns  alleging  sex  discrimi- 
nation. As  its  attacks  on  the  Cholewas  show,  it 
has  ideas  about  profits  and  the  economy  that 
are  considerably  out  of  the  mainstream.  It  calls 
for  a  strange  new  accounting  principle:  It  wants 
"production  costs,  including  administrative 
salaries,"  to  be  deducted  from  gross  revenue 
and  the  remaining  profit  returned  to  the 
Retirement  Fund  for  Religious. 

Whatever  and  whoever  these  groups  on  the 
religious  left  may  represent,  it  is  not  the 
majority  of  the  faithful.  I'm  pleased  to  report 
that  this  boycott  is  boomeranging.  The 
Cholewas'  business  has  improved  since  the 
attacks  began.  ■§ 
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As  a  business  traveler,  wouldn't  it  be  great  if  the  airline  you  fly  most  often 
were  linked  to  other  major  airlines  that  could  fly  you  anywhere  you  wanted 
to  go.  Smoothly.  Effortlessly.  Efficiently.  Wouldn't  it  be  great  if  you  had 
more  access  to  more  airport  lounges.  And  when  flying  on  any  of  these  major 
airlines,  you  could  earn  mileage  points  that  count  towards  higher  status  in  any 
of  their  frequent  flyer  programs.  Wouldn't  it  be  great  if  you  could  enjoy 
the  same  high  standards  of  service  whenever  and  wherever  you  fly.  That's 
the  idea  behind  Star  Alliance"'  a  network  of  United  Airlines,  Air  Canada, 
Lufthansa,  SAS,  and  THAI.  A  fundamental  change  in  business  travel.  And 
these  benefits  are  just  the  beginning.  We  will  be  offering  even  more  in  the 
months  ahead.  We  know  you  have  choices  when  you  fly,  and  we're  making 
sure  Star  Alliance  is  always  your  best  choice.  After  all,  there's  no  better  way 
in  the  world  to  get  around  the  world. 


United  air 


AIR  CANADA  (* 
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Rajiv  Gandhi  was  India's  JFK.  Olof  Palme  was  Sweden's  protector  of  the  poor. 
Between  them  they  cooked  up  one  crooked  weapons  deal. 

Money!  Guns! 
Corruption! 


By  Pranay  Gupte  and  Rahul  Singh 


Olof  Palme  of  Sweden 
Preaching  peace,  selling  guns. 


Rajiv  Gandhi  of  India 

Mister  Clean  had  dirty  hands. 


Nineteen  eighty-six.  Two  prime 
ministers  chatted  amiably  as  they 
strolled  through  a  lush  garden  in 
New  Delhi.  Sweden's  Olof  Palme, 
58,  was  the  darling  of  the  int< 
tional  socialist  set,  outspoken  crii 
U.S.  "imperialism,"  self-procki:  ned 


friend  of  the  world's  oppressed. 
India's  Rajiv  Gandhi,  41,  had  just 
come  into  office  as  "Mister  Clean," 
promising  to  get  rid  of  the  high-  and 
low-level  corruption  that  has  plagued 
democratic  India  almost  from  its 
birth  in  1947.  A  modern  man  in  an 


ancient  land,  Rajiv  Gandhi  was  an  air- 
craft pilot  by  profession,  not  a  pro- 
fessional pol,  and  he  came  from  a  dis- 
tinguished family,  his  mother  the 
assassinated  prime  minister,  Indira 
Gandhi,  his  grandfather  the  esteemed 
hero  of  Indian  independence,  Jawa- 
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harlal  Nehru. 

The  one  man  stood  for  an  Indian 
Camelot.  The  other  for  world  peace 
and  brotherhood. 

During  the  course  of  that  walk, 
Palme  and  Gandhi  apparendy  agreed 
to  a  secret  arms  arrangement.  India's 
military  wanted  powerful,  high-tech 
howitzers  to  counter  state-of-the-art 
artillery  that  the  U.S.  was  selling 
India's  old  enemy,  Pakistan.  Palme 
wanted  the  contract  for  Bofors,  an 
old-line  Swedish  gunmaker  that  badly 
needed  the  business  if  it  was  to  avoid 
layoffs  that  would  be  politically  costly 
for  Palme's  government. 

Bofors  got  the  business,  a  huge 


The  guns?  Today  the  410  Bofors 
howitzers  gather  dust  in  Indian  mili- 
tary depots  and  may  soon  be  decom- 
missioned. When  fired  they  overheat- 
ed so  badly  that  the  barrels  frequently 
had  to  be  changed.  And  there  were 
other  technical  defects. 

Both  prime  ministers  died  before 
the  affair  was  fully  aired.  In  1986 
Palme  was  shot  to  death  on  a  Stock- 
holm street  in  a  crime  that  has  been 
neither  solved  nor  seriously  investi- 
gated. Gandhi  was  blown  to  pieces  by 
a  Tamil  terrorist  in  1991. 

But  despite  determined  efforts  at 
cover-ups  in  India  and  Sweden — and 
in  Switzerland,  where  some  of  the 


dealmaker  who  was  a  close  friend  of 
Rajiv's  wife,  Sonia.  Also  linked  to  the 
case  are  the  notorious  Hinduja  broth- 
ers of  London,  Srichand  and  Gopi- 
chand,  who  have  denied  receiving 
any  bribes  (Forbes,  Dec.  28,  1987). 

It  is  painfully  clear  that  neither  the 
Swedish  nor  die  Indian  government  is 
anxious  to  delve  deeply.  Although 
some  of  the  bribe  money  was  long 
ago  traced  to  Swiss  Bank  Corp., 
Credit  Suisse,  the  Union  Bank  of 
Switzerland,  Nordfinanz  and  Manu- 
facturers Hanover  Trust  Geneva,  it 
was  not  until  this  year  that  much  was 
done  about  it.  Indian  prosecutors  had 
asked  Switzerland  for  more  informa- 


High-tech 

howitzers 

Ten  years  later, 

India's  costly 

purchase 

goes  bust 

as  guns  bomb. 


$1.3  billion  order,  even  though 
India's  generals  had  preferred  a 
French  artillery  piece.  Of  the  $1.3 
billion,  $250  million  went  for  bribes. 
There  can  be  no  doubt  that  Rajiv 
Gandhi  got  a  piece  of  the  action. 
Whether  Palme  personally  got  any- 
thing is  less  clear,  but  few  believe  he 
did  the  deal  just  to  preserve  several 
hundred  jobs. 
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loot  was  stashed — the  case  refuses  to 
die.  In  May  India's  Central  Bureau  of 
Investigation  drew  up  a  charge 
sheet — roughly  equivalent  to  an 
indictment — containing  bribery 
charges  against  5  men  and  women 
and  naming  Rajiv  Gandhi  as  one  of 
16  conspirators. 

Among  those  named  as  conspira- 
tors is  Ottavio  Quattrocchi,  an  Italian 


tion,  but  the  Hindujas  and  Quattroc- 
chi went  to  Swiss  cantonal  courts  to 
block  the  handing  over  of  Bofors  doc- 
uments on  the  ground  that  their  lives 
would  be  in  danger  if  this  were  done. 

After  considerable  delay,  in  July 
1993  the  Swiss  Federal  Court  ruled 
that  India  was  entitled  to  the  docu- 
ments. The  Hindujas  and  their  pals 
kept  appealing,  and  not  until  January 
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Rajiv's  Italian-born  widow,  Sonia  Gandhi 

Standard-bearer  of  India's  Congress  Party  worries  what  more  scandal  may  reveal. 


of  this  year  were  three  cartons  con- 
taining more  than  500  bank  docu- 
ments and  witness  statements  flown 
from  Zurich  and  Geneva  to  New 
Delhi  under  heavy  guard. 

Four  months  later,  despite  contin- 
ued foot-dragging  by  higher-ups, 
Joginder  Singh,  chief  of  the  Indian 
Central  Bureau  of  Investigation, 
launched  his  formal  charges  against 
Rajiv  Gandhi  and  the  20  others. 

The  CBI  charge  sheet  names  known 
recipients  of  $40  million  of  the  $250 


million  in  bribes,  among  them  Quat- 
trocchi  and  his  wife,  Maria,  and 
Washeshar  Nath  Chadha  and  his  wife, 
Kanta.  Among  the  conspirators 
named  in  the  cover-up  are  P^ajiv 
Gandhi,  a  former  Indian  foreign  min- 
ister and  India's  onetime  executive 
director  of  the  International  Mone- 
tary Fund.  But  many  doubt  that 
"conspiracy"  was  the  full  extent  of 
Rajiv  Gandhi's  participation  in  the 
sorry  affair. 

Still  unresolved  are  many  ques- 


tions: 1)  Who  got  the  other  $210 
million?  2)  Did  money  go  directly  to 
Rajiv  Gandhi  and  his  wife?  3)  What 
was  in  the  deal  for  Olof  Palme?  and 
4)  Was  Palme's  mysterious  death 
connected  with  the  scandal? 

Sten  Lindstrom  is  the  chief  investi- 
gator in  the  Bofors  case  in  Sweden, 
where  he  heads  the  National  Investi- 
gation Department,  the  equivalent  of 
the  FBI.  He  wants  to  see  the  Swiss 
documents,  but  says  that  the  Swedish 
government  is  not  giving  him  much 
support.  Of  course  not.  The  govern- 
ment is  dominated  by  Palme's  old 
party,  which  has  turned  him  into 
something  of  a  saintly  figure.  This 
much  is  certain:  The  India  deal 
wasn't  Palme's  only  involvement  in 
arms  peddling.  Though  Swedish  law 
clearly  barred  companies  from  selling 
weapons  and  ammunition  to  regions 
in  tension,  such  as  the  Middle  East 
and  South  Asia,  Palme  personally 
helped  negotiate  deals  for  Bofors 
with  both  Iraq  and  Iran. 

In  India,  meanwhile,  Inder  Kumar 
Gujral,  the  current  Indian  prime  min- 
ister, is  reportedly  under  great  pres- 
sure from  Rajiv  Gandhi's  widow, 
Sonia,  to  play  down  the  Bofors  inves- 
tigation. Though  the  CBI  has  impli- 
cated Rajiv,  under  Indian  law  the 
government  is  under  no  obligation  to 
prosecute  even  if  the  equivalent  of  an 
indictment  is  handed  down. 

Gujral,  though  not  personally 
involved  in  the  scandal,  depends  for 
his  majority  on  India's  Congress 
Party,  which  is  controlled  by — Sonia 
Gandhi.  To  say  that  Gujral  is  in  the 
hot  seat  is  to  understate  the  situation. 

That  the  case  stayed  alive  so  long 
was  because  a  courageous  Indian- 
born  reporter,  Chitra  Subramaniam, 
who  braved  death  threats  against 
herself  and  her  children,  resisted 
bribes  from  some  of  the  involved 
middlemen.  She  persisted  on  the 
story,  thus  helping  keep  it  alive  in 
India.  Subramaniam,  who  received  a 
master's  degree  from  Stanford  Uni- 
versity, is  a  resident  of  Geneva, 
Switzerland  and  now  works  for  the 
Indian  Express  newspaper  chain. 
"When  you  work  on  a  story  like  this, 
some  amount  of  caution  gets  built 
into  you,"  Subramaniam  told 
Forbes.  "My  phones  were  tapped, 
there  were  midnight  calls.  Then  one 
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Los  Angeles  Times. 


fine  day  someone  from  London  start- 
ed depositing  large  sums  of  money  in 
my  personal  bank  account."  She 
returned  the  money  and  discovered 
that  the  Union  Bank  of  Switzerland, 
implicated  in  the  Bofors  case,  had 
had  a  hand  in  it  but  would  not  dis- 
close the  source  of  the  funds. 

Subramaniam's  then  employer,  the 
Madras  newspaper  the  Hindu, 
abruptly  stopped  publishing  her  arti- 
cles in  1989.  "Too  controversial," 
said  her  editor. 

Controversial,  indeed.  Rajiv 
Gandhi  had  always  claimed  that  no 
commissions  would  be  paid.  So  did 
Palme.  It  was  strictly  government  to 
government.  That  was  not  true.  Sub- 
ramaniam  discovered  that  in  1985 
Bofors  had  signed  on  with  a  compa- 
ny called  A.E.  Services,  granting  A.E. 

India  paid  Bofors 
$1.3  billion 
for  410  dud 
Howitzers  that 
overheated  when  fired. 


a  3%  commission  if  it  could  win  the 
gun  contract  by  Mar.  31,  1986.  Who 
was  A.E.  Services?  A  mail  drop  in 
Guilford,  Surrey,  U.K. 

Bofors  got  the  contract  just  one 
week  before  its  contract  with  A.E. 
Services  was  to  end.  Complicating 
the  signing  was  the  opposition  from 
within  the  Indian  army:  In  field  trials, 
the  French  Sofma  gun  showed 
"acceptable  parameters"  in  18  char- 
acteristics against  1 1  for  the  Bofors 
howitzer.  Moreover,  the  military 
requirement  was  for  a  range  of  30 
kilometers;  the  Sofma  gun's  range 
was  29.2  kilometers,  while  Bofors' 
had  21.5  kilometers.  Years  later,  in 
an  interview  with  the  bbc,  General 
Krishnaswami  Sundarji,  India's  chief 
of  army  staff  at  the  time  of  the  Bofors 
deal,  indicated  that  political  pressure 
was  put  on  him  to  select  the  Swedish 
gun  and  that  he  finally  acceded. 

Prime  Minister  Palme  was  mur- 
dered on  Feb.  28,  1986,  as  he  and  his 
wife,  Lisbeth,  left  a  movie  theater  in 
Stockholm.  No  assassin  has  ever  been 
found  or  identified.  Palme  was 
posthumously  awarded  India's  Jawa- 
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After  a  long  day  at  the  office, 
David  Duval  relaxes  with  a  Macanudo 


►  avid  Duval  never  tires  of  the  feel  of  a  well-struck  ball. 

ind  he  never  tires  of  the  taste  of  a  handmade  Macanudo  cigar. 

t  stands  to  reason,  because  true  cigar  taste  begins  with  wrapper  leaves 
hat  are  aged  twice,  just  as  it  used  to  be  done  in  Cuba  decades  ago. 

Lnd  the  uDshot  is  a  timeless  pleasure.  Whether  you're  a  scratch  golfer 


harlal  Nehru  Prize  for  promoting 
world  peace  and  understanding! 

More  mayhem:  Barely  a  year  after 
Palme's  assassination,  Carl-Fredrik 
Algernon,  director  of  Sweden's  arms 
agency,  a  key  figure  in  a  Bofors 
inquiry  that  had  been  secretly  initiat- 
ed by  the  Swedish  police,  fell — or  was 
pushed — to  his  death  before  an 
incoming  subway  train  at  Stockholm's 
Central  Station.  His  death  was  ruled 
a  suicide,  a  verdict  that  almost  no  one 
in  Sweden  accepts.  An  hour  before  his 
death  Algernon  had  had  a  heated 
argument  with  Bofors  officials. 

What's  in  those  Swiss  bank  records 
now  in  New  Delhi?  Forbes  has 
learned  a  few  things  about  them.  For 
example,  that  188  million  SEK 
(US$27  million)  was  traced  to  a 
Bofors  agent  in  India,  Washeshar 
Nath  (Win)  Chadha,  in  an  account 
called  Svenska  Inc.  at  Swiss  Bank 
Corp.  Where's  Chadha?  When  his 
name  cropped  up  in  the  press  in 
1987,  he  fled  from  India  to  New 
York.  When  Indian  authorities  asked 
the  U.S.  to  send  him  back  to  India 
for  questioning,  Chadha  obtained  a 
doctor's  certificate  showing  that  he 
had  high  blood  pressure  and  there- 
It  took  ten  years 
of  scandal  and  intrigue, 
but  the  truth  about 
the  Bofors  arms  deal 
is  finally  coming  out. 

fore  could  not  travel.  This  didn't  stop 
him  from  emplaning  almost  immedi- 
ately for  Dubai,  where  he  has  been 
living  in  comfort  since. 

A  few  years  later,  Rajiv  and  Sonia's 
pal  Ottavio  Quattrocchi  also  fled 
India,  and  he  now  lives  in  Kuala 
Lumpur,  Malaysia.  Though  Quat- 
trocchi denies  any  involvement, 
Subramaniam  confirms  that  some  of 
the  money  went  into  his  account. 

The  scandal  has  already  taken  a 
huge  toll  on  Indian  faith  in  democra- 
cy. In  the  1989  general  election  the 
huge  majority  of  Rajiv's  Congress 
Party  was  wiped  out,  largely  because 
of  the  Bofors  scandal,  though  no  offi- 
cial charges  had  been  levied  against 


Rajiv.  The  victor  took  as  his  slogan: 
"From  all  the  streets,  they  are  shout- 
ing that  Rajiv  Gandhi  is  a  thief." 

As  the  new  prime  minister,  V.P 
Singh  launched  a  new  investigation, 
but  he  lasted  nine  months.  Another 
general  election  was  called  in  1991. 
Campaigning  for  a  return  to  power, 
Rajiv  Gandhi  was  assassinated  in  May 
1991.  In  the  resulting  wave  of  public 
sympathy,  his  party  returned  to 
power,  under  the  prime  ministership 
of  P.V.  Narasimha  Rao.  As  expected, 
the  investigation  was  forgotten  in  the 
furor  over  the  assassination  and  a  sub- 
sequent financial  crisis.  The  team  that 
Singh  had  set  up  to  investigate  the 
scandal  was  disbanded. 

But  the  scandal  wouldn't  die. 
On  Feb.  17,  1991  a  Swedish  daily, 
Dozens  Nyheter,  carried  a  story  by  a 
respected  journalist,  Bo  Andersson, 
quoting  a  Bofors  source  that  "the 
money  went  to  Rajiv." 

Still  the  Indian  government 
stonewalled.  In  February  1992  at  the 
World  Economic  Forum  in  Davos, 
Indian  Foreign  Minister  Madhavsinh 
Solanki  slipped  a  letter  to  his  Swiss 
counterpart.  The  letter  asked  the 
Swiss  government  to  stop  the  investi- 
gation into  the  Bofors  kickbacks.  The 
Indian  government  denied  that  this 
had  happened,  but  reporter  Subra- 


maniam, who  was  given  a  copy  of  the 
letter,  broke  the  story,  and  Solanki 
resigned. 

Soon  afterward,  the  Swiss  authori- 
ties found  that  Quattrocchi  had  $7 
million  in  a  Swiss  bank.  When  he 
failed  to  respond  to  an  official  letter 
asking  that  he  prove  that  the  account 
was  not  linked  to  the  Bofors  deal,  the 
Swiss  authorities  froze  the  account. 

Foreigners  like  to  lecture  the  U.S. 
about  our  untrammeled  greed  and 
supposed  materialism,  but  the  U.S. 
remains  the  only  country  in  the 
world  with  an  official  Foreign  Cor- 
rupt Practices  Act.  We  alone  make  it 
illegal  for  our  businesspeople  to  bribe 
foreigners.  For  the  other  countries, 
all's  fair  in  business. 

Does  this  ten-year-old  scandal 
really  matter?  Yes.  It  matters  very 
much.  If  democracy  is  to  survive  in 
the  developing  world,  it  will  have  to 
clean  up  its  image.  The  most  hopeful 
word  on  this  sorry  affair  comes  from 
Sten  Lindstrom,  the  honest  Swedish 
cop  who  is  still  prodding  his  govern- 
ment to  be  more  aggressive  in  its 
investigation  of  the  Bofors  affair.  "I 
think,"  he  says,  "that  the  primary 
lesson  of  the  Bofors  story  is  that  the 
truth  will  always  come  out.  It  may 
take  years,  in  this  case  a  decade,  but 
you  cannot  hide  the  truth."  ■■ 


Gopichand  Hinduja,  Srichand  Hinduja 

Brothers  implicated  in  the  Bofors  case,  despite  their  denial. 
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THE  SERVER  TO  GROW  ON 

Buy  what  you  need,  add  as  you  grow. 


It's  as  simple  as  that. 

As  the  Nautilus  grows,  it  expands  its 
shell  section  by  section.  This  is  the 
idea  behind  our  AViiON®  AV  20000 
server  based  upon  Data  General's 
NUMALiiNE™  technology  and  Intel 
Pentium®  Pro  processors.  When  you 
need  to  expand  your  company's  enter- 
prise computing  capabilities  for  data 
warehousing  or  large  database  applica- 
tions, you  just  add  another  building  block, 
protecting  your  original  investment. 

Our  scalable  building  block  approach 
also  means  that  you  can  start  with  our 
affordable,  entry-level  configuration  that 
grows  modularly  to  surpass  many  of 
today's  systems.  Plus,  you  get  all  of  the 
benefits  of  "big"  systems  -  robust  man- 
agement, high  availability  and  clustering. 
And,  our  CLARiiON®  RAID  subsystem, 
integrated  with  the  AV  20000,  provides 
extensible,  fault-tolerant  storage. 

So  contact  Data  General  and  learn  more 
about  the  scalable  AV  20000  -  the  best 
value  in  enterprise  computing. 

i  w  Data  General 

www.dg.com  1  -800-DATA  GEN 
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Carnival  Cruise  Line's  Destiny,  the  largest  cruise  ship  afloat,  at  home  port  of  Miami 
Close  to  three  football  fields  long  and  taller  than  the  Statue  of  Liberty. 

It's  a  curious  world.  Millions  of  Americans  are  enjoying  inexpensive 
luxury  cruises— at  the  expense  of  European  taxpayers. 

Thanks  for  the  subsidies 


By  William  G.  Flanagan 

"The  Destiny  is  the  most  successful 
ship  since  the  Ark,"  brags  Bob  Dick- 
inson, president  of  Carnival  Cruise 
Lines.  Well,  you've  got  to  admit  the 
thing  is  huge.  Sleeping  3,400  passen- 
gers, plus  1 ,000  crew,  it's  the  largest 
cruise  ship  ever  built  (see  box,  p.  124). 
Destiny,  like  the  Ark,  was  designed  to 
carry  all  kinds  of  God's  creatures. 
You  see  Middle  Ami  rica  in  cross  sec- 
tion on  turnaround  d  iiami, 
when  the  hordes  str 
tiny  for  a  week-it 
cruise. 

From  toddlers  to  teens  to  ; 
singles  to  middle-aged  couple 


blue-haired  retirees,  the  guests  (no 
longer  called  "passengers")  enter  the 
nine-deck-high  atrium  wide-eyed 
with  wonder.  I  mean,  hey — this  is 
living.  Marble-topped  bars,  Venetian- 
glass  sculptures,  double-deck  restau- 
rants, spas,  pools,  casino,  disco,  jazz 
club,  theaters,  video  arcade,  shops, 
etc.,  etc.,  etc.  Most  activities  on 
board  are  free — including  that  all- 
time  favorite  American  pastime, 
eating. 

One  of  the  most  popular  restau- 
rants on  board  offers  a  cafeteria-style 
buffet,  where  guests  needn't  feel 
mbarrassed  about  going  up  for  sec- 


onds and  thirds  of  everything  from 
freshly  carved  turkey  to  pizza  (avail- 
able 24  hours  a  day). 

Sitting  at  a  table  overlooking  the 
water  12  decks  below  is  a  30-ish  hon- 
eymoon couple  who  should  have 
opted  for  the  spa  first.  They  make 
quick  work  of  groaning  plates  of  Chi- 
nese specialties,  then  start  in  on  the 
desserts.  He  wears  shorts  and  a  black 
T  shirt,  and  a  hat  emblazoned  with 
"groom"  in  white  letters.  She  wears 
a  matching  outfit  in  white,  her  hat 
labeled  "bride"  in  black  letters.  Yes, 
you  can  even  arrange  to  get  married 
on  cruise  ships  these  days. 
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New  monsters  of  the  deep 


Rhapsody  of  the  Seas 
RCCL 
2,000 


Dawn  Princess 
Princess 
Mercury  1,950 
Celebrity 
1,870 


Rotterdam  VI 
Holland  America 
1,310 


Enchantment  of  the  Seas 
RCCL 
1,950 


Elation 
Carnival 
2,040 


Grand  Princess 
Princess 
2,600 


Costa  Olympia 
Costa 
2,100 


Paradise 
Carnival 
2,040 


Vision  of  the  Seas 
RCCL 
2,000 


Carnival  Triumph 
Carnival 
2,640 


2000 


Unnamed 
RCCL 
3,100 


Unnamed 
Holland  America 
1,440 


SuperStar  Virgo 
Star  Cruises 
2,000 


Ocean  Princess 
Princess 
1,950 


Disney  Wonder 
Disney 
1,750 


Unnamed 
Holland  America 
1,440 


Sea  Princess 
Princess 
1,950 


Carnival  Victory 
Carnival 
2,640 


Unnamed 
RCCL 
3,100 


Unnamed 
Princess 
1,800 


Source:  Cruise  Lines  International  Assn. 


The  booze  starts  flowing  immedi- 
ately, as  a  rainbow  coalition  of 
nonunion  waiters  hawks  tropical 
cocktails  in  plastic  souvenir  goblets 
with  paper  umbrellas  ($5.50  for  the 
first  concoction,  $4.75  for  refills).  By 
the  time  the  ship  pulls  out  at  4  p.m., 
the  funny  hats  are  on,  the  balloons 
are  out  and  the  nonstop  party  is 
underway. 

On  board  during  the  week,  there 
will  be  everything  from  art  auctions 
and  hairy-chest  contests  to  seminars 
on  cellulite  and  inch  loss. 

Turn  up  your  snobbish  noses  at  all 
this  if  you  want,  but  remember: 
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A  record  23  big  liners  and  8  small 
luxury  ships  (not  shown)  are  being 
built — over  50,000  new  berths  to  fill. 


There  are  more  folks  who  enjoy  this 
sort  of  thing  than  there  are  people 
like  you.  Carnival  knows  how  to  get 
them  on  its  ships  and  keep  them 
happy.  Which  is  why  it  is  the  indus- 
try's largest  and  most  profitable  line. 

This  is  more  about  marketing  than 
it  is  about  seamanship,  so  it  is  appro- 
priate that  Dickinson  was  senior  vice 
president  of  sales  and  marketing 
before  being  named  president  in 
1993.  He  and  Andy  Vladimir  recent- 
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PEOPLE  IN 

ARIZONA 

i  RE  TESTED  BY 
I  A  R  S  H    R  U  G  G  E  D 

C  O  N  D  I  T  IONS 

So  naturally 

J  U  R  V  E  H  I  C  L  E  S 

IRE  TESTED 

IY  PEOPLE  IN 

ARIZONA 


Blistering  days.  Freezing 
nights.  A  landscape  that  in  some  places 
resembles  the  surface  of  the  moon. 

It  takes  a  special  type  of 
person  to  live  in  the  Arizona  desert.  And  we're 
proud  to  say  that  some  of  those  special  types 


^izona,  USA 


are  working  at  Toyota's  multi-million-dollar 
Arizona  Technical  Center  and  Proving  Ground. 

Here,  teams  of  local  sci- 
entists, engineers  and  drivers  put  Toyota 
vehicles  through  the  kind  of  torture  most  of  us 
will  never  experience  in  a  lifetime  of  driving. 

Arizona  is  just  one  part  of 
Toyota's  global  family  of  operations.  A  net- 
work that  encompasses  technical  centers  and 
design  studios  on  three  continents.  And  man- 
ufacturing facilities  in  26  countries  from 
Australia,  to  Venezuela,  to  the  UK. 

As  a  company  doing 
business  in  the  global  marketplace,  Toyota 
recognizes  the  need  to  invest  locally,  to  ensure 
that  the  products  we  sell  answer  the  special 
needs  and  standards  of  all  of  our  customers. 
In  the  U.S.,  there  are  Toyotas  designed  in 
California,  tested  in  Michigan  and  built  in 
Kentucky,  California,  and  soon  in  Indiana. 

Around  the  world,  Toyota 
is  committed  to  investing  in  local  people. 
And,  even  out  in  the  desert,  it's  proving  to  be 
a  fertile  investment. 

TOYOTA  People  Drive  Us 


ly  coauthored  Selling  the  Sea,  a  frank 
and  insightful  examination  of  the 
cruise  industry  that  is  peppered  with 
plenty  of  shots  at  the  competition  for 
looking  down  their  noses  at  the  mass 
market. 

And  well  they  might  sneer  at  the 
competition,  because  only  Carnival 
consistently  reports  over  100%  capac- 
ity (thanks  to  pull-out  beds  and  cots 
in  some  cabins)  in  its  fleet  of  11  ships 
plying  the  waters  of  the  Caribbean 
and  the  Bahamas  on  three-day  and 
week-long  cruises. 

Earlier  this  year  Carnival  welcomed 
aboard  its  10-millionth  passenger 
since  founder  Ted  Arison  bought  his 
first  secondhand  ship,  the  Mardi 
Gras,  in  1972  for  $1  down  and  $5 
million  in  debt.  That  tired  old  war- 
horse,  which  went  aground  outside 
Miami  on  its  maiden  voyage,  was 
finally  scrapped  in  1993.  But  the 


"funship"  concept  it  launched  is 
stronger  than  ever.  Arison, 1  now 
retired  and  a  billionaire,  lives  in  his 
native  Israel,  having  turned  over  the 
chairmanship  of  Carnival  Corp.  to  his 
son  Micky. 

But  Micky  faces  a  challenge  his 
father  didn't:  Other  cruise  operators 
have  discovered  Budweiser  America. 
The  entire  industry  is  going  through 
a  horizon-bending  expansion. 
Between  1997  and  2000,  23  new 
megaships  are  slipping  down  the 
ways,  a  record  increase  in  capacity  for 
the  North  American  market.  Some  of 
the  additions  will  be  even  larger  than 
the  Destiny. 

Carnival,  its  sister  cruise  lines  Hol- 
land-America and  Costa  Cruise  Lines, 
and  its  principal  competitors  Royal 
Caribbean  (rccl),  Princess  Cruises 
and  Celebrity  Cruises  are  keeping 
shipyards  all  over  Europe  humming 


to  make  these  huge  ships.  Noting 
that  only  7%  of  Americans  have  ever 
taken  a  cruise,  they  seem  to  figure 
that  the  market  is  boundless. 

But  is  it?  The  upper  end  of  the 
market  is  small  and  the  mass  market 
has  lots  of  alternatives:  theme  parks, 
shopping  malls,  you  name  it. 

Why  all  the  sudden  expansion, 
anyhow,  when  the  market  for  all  these 
new  vessels  is  so  iffy? 

Simple.  The  price  is  right.  There 
are  hefty  government  subsidies,  moti- 
vated by  a  desperate  need  to  keep  the 
yards  going  with  their  well-paid  blue- 
collar  jobs.  Many  yards  are  subsidized 
by  up  to  9%  of  the  new  vessel's  con- 
tract value. 

Let's  put  it  this  way:  Taxpayers  in 
the  European  Union  are  subsidizing 
vacations  for  middle-class  Americans. 
Indeed,  a  new  ship  costs  the  same 
now — about  $150,000  per  berth — as 
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With  a  gross  tonnage  of  s 
101,000  tons,  and  a  maxi- 
mum capacity  of  3,400, 
Destiny  holds  the  record 
as  the  largest  cruise  ship 
ever  built — for  now.  The 
previous  record-holder 
was  the  Queen  Elizabeth, 
at  83,000  tons,  launched 
in  1938.  But,  unlike  the 
old  ships  with  their  sleek 
beauty,  these  new  floating 
hotels  are  rather  squat — 
and  rather  ugly,  at  least  on 
the  outside. 

Too  big  to  pass  through 
the  Panama  Canal,  the 
$400  million  Destiny  shut- 
tles between  Miami  and 
the  Caribbean  50  weeks  a 
year.  One  week  the  mobile 
resort  sails  to  San  Juan,  St. 
Croix  and  St.  Thomas;  the 
next  it's  Cozumel,  Grand 
Cayman  and  Ocho  Rios. 

Destinfs  public  rooms 
have  enough  space  for 
four  soccer  fields.  There 
are  two  show  lounges 
(with  1,600  and  440 


seats).  Built  in  only  20 
months  at  the  Fincantieri 
yard  in  Monfalcone,  Italy, 
Destiny  is  soon  to  be 
eclipsed  in  size  by  the 
Grand  Princess,  owned  by 
Princess  Cruises,  which 
will  be  109,000  tons.  It 
will  carry  3,300  passen- 
gers and  a  crew  of  1,100 


when  it  sails  out  of  Mon- 
falcone next  spring. 

Its  reign  as  world 
heavyweight  champ  will 
be  short,  too.  In  the  fall  of 
1999,  Royal  Caribbean 
will  launch  the  first  of 
two,  possibly  three,  Eagle- 
class  vessels,  at  130,000 
tons  each,  from  the 


Destiny  awaits 
What  happened  to 
the  portholes? 

Kvaerner  Masa-Yards  in 
Finland.  Cost:  $500  mil- 
lion a  copy. 

That  old  Caribbean  is 
going  to  get  mighty 
crowded.       -W.G.F.  ■ 
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it  did  a  decade  ago.  Adjusted  for 
inflation  and  for  majestic  fittings,  the 
real  price  per  berth  is  down  30%. 

Reluctant  to  admit  to  accepting 
such  charity,  major  cruise  lines  main- 
tain that  subsidies  have  little  to  do 
with  the  record  orders  for  new  ships. 
"Subsidies  play  a  small  role  in  our 
ordering  of  new  vessels,"  says  Carni- 
val's Dickinson. 

But  Dickinson  is  being  disingenu- 
ous. In  shipbuilding  today,  politics 
counts  for  more  than  economics.  For 
years  U.S.  shipbuilders  pressed  Wash- 
ington to  force  other  shipbuilding 
nations  to  stop  their  dumping  and 


sign  a  pact  that  would  eliminate  most 
subsidies  (one  exception:  pensions  for 
workers). 

Finally  an  agreement  was  reached 
by  all  foreign  shipbuilding  nations  to 
eliminate  them  from  the  construction 
and  repair  of  vessels,  effective  July  15, 
1996.  All  the  countries  in  the  Euro- 
pean Union,  as  well  as  Japan,  Korea 
and  Norway,  signed  on.  But  last  year 
the  U.S.  Congress  torpedoed  the  deal 
by  failing  to  ratify  the  agreement. 

Why  did  Congress  turn  it  down? 
Pressure  from  the  same  big  six  Amer- 
ican shipyards  that  previously  claimed 
foul.  They  reversed  gears  when  they 


realized  that  they  would  have  to  give 
up  their  own  U.S.  government  hand- 
outs (mainly  subsidized  loans  for 
making  military  vessels,  which  must 
be  made  in  the  U.S.).  The  big  yards 
also  realized  that  on  an  even  playing 
field  they  couldn't  compete  for  new 
cruise-ship  business  with  the  experi- 
enced foreign  yards,  anyway.  In  Italy, 
for  example,  the  Fincantieri  yard  has 
designed  and  built — or  has  under 
construction — a  total  of  21  mega 
cruise  ships. 

The  European  Union,  fed  up  with 
the  U.S.  change  in  policy,  is  now 
ignoring  the  agreement.  Earlier  this 


Cruising  for 
bargains 

Advertised  rates  for 
cruises  are  the  equivalent 
of  sticker  prices  on  new 
cars.  Discounting  is 
common,  especially  if  you 
book  early  or  late.  Savings 
can  be  as  much  as  70%  off 
the  rates  advertised  in 
brochures.  Some  seven- 
day  Caribbean  cruises  on 
Carnival,  for  example,  sell 
for  as  low  as  $449  per 
person,  and  additional 
passengers  sharing  the 
same  cabin  pay  as  little  as 
$129,  not  counting  air- 
fare, to  the  port  of 
embarkation.  Since  it  costs 
almost  nothing  to  add 
additional  passengers, 
cruise  operators  will  go  to 
almost  any  length  to  avoid 
sailing  with  empty  beds. 

Fall  is  the  cheapest  time 
to  cruise — demand  is 
lowest  then,  and  the  ships 
still  have  to  sail.  Hurri- 
canes scare  some  travelers 
away  from  the  Caribbean 
at  that  time  of  year,  but 
today's  early  warning 
system  gives  modern  ships 
plenty  of  time  to  steer 
around  storms  or  reach  a 
safe  haven. 

Note:  Not  all  travel 


agencies  quote  the  same 
rates  and  discounts  for 
cruises.  The  more  bodies 
they  can  deliver,  the  bigger 
the  discounts  and  commis- 
sions the  agents  get  from 
the  cruise  lines.  It's  also 
important  to  deal  with 
agents  who  personally 
know  the  cruise  ships  and 
their  itineraries.  There  are  a 
number  of  agencies  that 
specialize  in  cruises,  includ- 
ing the  Cruise  Line,  Inc., 
of  Miami  (800-777-0707); 
Cruises  Only,  of  Orlando, 
Fla.  (800-683-SHIP);  and 
Cruises  of  Distinction,  of 
Bloomfield  Hills,  Mich. 
(800-634-3445). 

Sample  fall  fares 


The  popular  destina- 
tions for  North  American 
cruisers  are  the  Caribbean 
(which  in  fall  and  winter  is 
crammed  with  ships),  the 
Mediterranean  and  Alaska 
in  summer,  the  Bahamas, 
through  the  Panama 
Canal,  Europe,  western 
Mexico  and  Bermuda 
(all  year). 

For  those  looking  for 
upscale  cruising,  new  des- 
tinations, particularly  in 
the  Far  East,  South  Amer- 
ica and  Africa,  are  being 
added  all  the  time,  espe- 
cially for  the  small  luxury 
vessels  that  can  get  in  and 
out  of  many  more  ports. 
Silversea's  Silver  Wind,  for 
example,  a  296-passenger, 


all-suite  vessel,  has  14- 
and  15 -day  cruises  this  fall 
departing  from  Haifa  and 
sailing  through  the  Red 
Sea,  with  stops  along  the 
African  coast.  Cost: 
$9,895  and  up.  Crystal 
Cruises  has  land/sea  pack- 
ages for  1998 — which 
incorporate  biking  and 
walking  tours  developed 
by  Butterfield  &  Robin- 
son— in  the  Cotswolds, 
Umbria  and  Mallorca,  as 
well  as  in  Alaska  and  New 
Zealand. 

The  table  shows  a  sam- 
pling of  discounted  fares 
available  for  the  fall  sea- 
son. Rates  are  per  person, 
excluding  airfare  and  port 
charges.       -W.G.F.  H 


Destination 

Brochure 
price 

Discount 
price 

Radisson  Diamond 

6 

Caribbean 

Nov.  24-Dec.  1 

$4,296 

$2,148 

Dawn  Princess 

5 

Caribbean 

Oct.  18-24 

1,549 

699* 

Sun  Princess 

5 

Caribbean 

Dec.  6-12 

1,449 

649* 

Celebrity  Horizon 

5  . 

Caribbean 

Oct.  24-Nov.  3 

2,545 

1,329 

HAL  Statendam 

5 

Panama  Canal 

Oct.  30-Nov.  11 

4,255 

2,127 

Star  Princess 

5 

South  Pacific 

Oct.  6-17 

4,587 

1,949 

Carnival  Fascination 

4/5 

Caribbean 

Sept.  13-20 

1,309 

549 

NCL  Norway 

4/5 

Caribbean 

Sept.  27-Oct.  3 

1,549 

749 

NCL  Norwegian  Crown 

4/5  \ 

Europe  (Italy) 

Oct.  28-Nov.  8 

3,399 

1,699 

'Inside  cabin. 

Source-.  The  Cruise  Line,  Inc. 

Two-for-one  sales  and  other  deals  are  common  during  the  fall  season, 
even  on  luxury-class  ships.  Unsold  berths  are  worthless  once  the  ships  sail. 
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year  the  EU  announced  it  was  pump- 
ing $2.1  billion  in  new  subsidies  into 
shipyards  in  Spain,  Germany  and 
Greece. 

For  now,  the  biggest  winners  in  all 
this  are  the  big  cruise  lines  and,  of 
course,  the  consumer.  Cruises  today, 
on  magnificently  designed  ships,  cost 
about  the  same  as  they  did  12  years 
ago.  And  there  are  many  more  types 
of  cruises  available,  to  a  lot  more  des- 
tinations (see  box,  p.  126). 

Cruises,  moreover,  are  likely  to 
remain  cheap.  Competition  will  only 
stiffen  as  the  new  ships  go  into  ser- 
vice, keeping  pressure  on  prices. 
Many  of  the  major  new  ships  have 
the  potential  of  carrying  up  to 
150,000  guests  every  year  on  week- 
long  cruises;  over  200,000  on  three  - 
and  four-day  junkets. 

And  there  is  soon  to  be  another 
major  player — Disney.  It  has  two 
megaships  on  order.  The  1,750-pas- 
senger  Disney  Magic,  themed  for  kids 
and  families,  launches  next  spring.  Its 
sister  ship,  Disney  Wonder,  hits  the 
seas  in  December  1998. 

Both  will  sail  from  Port  Canaveral, 
Fla.  to  Nassau  and  a  Disney-owned 
island  in  the  Bahamas.  Take  the  kids 
to  Walt  Disney  World  for  three  or 
four  days,  and  spend  the  rest  of  the 
week  at  sea.  Cost:  $4,300  for  a  family 
of  four,  excluding  airfare  and  meals  at 


Disney  World. 

The  competition  will  force  a  lot  of 
smaller  operators  to  sell  out.  On  June 
17,  Royal  Caribbean  announced  the 
purchase  of  Celebrity  Cruise  Lines. 
"There  are  about  26  brands  on  the 
market,"  says  Carnival's  Dickinson. 
"'About  16  are  viable  now." 

Despite  the  competition,  analysts 
are  bullish  about  the  two  largest  lines, 
Carnival  and  Royal  Caribbean,  which 
are  both  publicly  traded  on  the  NYSE. 
Their  new  ships  are  packed.  Both 
lines  recently  reported  record  first 
quarters,  and  their  stocks  are  trading 
at  or  very  near  their  highs. 

Thank  you,  all  you  European  tax- 
payers. Prosit!  n 


OWNED1 
BY  PEOPLE 
ON  THE  RIGHT  TRACK 

Pioneer  Railcorp.  a  "multiple  short  line 
holding  company",  in  business  since 
1986  with  shares  trading  on  the 
NASDAQ  (symbol  PRRR)  and  the 
Chicago  Stock  Exchange,  (symbol 
PRR)  is  a  company  worth  following. 
Operating  in  nine  midwestern  and 
southern  states.  Pioneer  subsidiaries 
include  14  freight  railroads,  a  railroad 
support  company  and  railroad  equip- 
ment leasing  company.  Learn  why 
investors  and  the  markets  are  taking 
notice  of  Pioneer  Railcorp  by  writing 
for  our  free  information  booklet. 


PIONEER 
RAILCORP 

1318  South  Johanson  Road 
Peoria,  Illinois  6 1 607 


Bow  of  the 
Disney  Magic 
was  built 
separately 
from  the  stern 
Now  in  one 
piece,  Magic 
debuts  next 
spring. 
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Laucala  Island. 


Vacation  in  a  private  paradise,  as  tropical  and  secluded 
as  any  undiscovered  island  Visit  Laucala,  a  Forbes 
Magazine  South  Pacific  Property  in  the  Fiji  Isles. 

This  pristine  paradise  offers  the  world's  finest 
scuba  diving  and  snorkeling.  Windsurf.  Sail. 
Play  tennis.  Waterski.  Go  deep-sea  fishing  on 
board  the  island's  private  fishing  boat.  Relax  by 
the  pool.  Do  it  all.  Or  do  nothing  at  all. 

Laucala  is  the  ultimate  vacation  experience  — 
the  finest  amenities  without  the  formalities.  All 
this  for  just  $2,495  pp  for  8  days  and  7  nights 
(plus  Fiji  tax).  And  that  includes  everything.  With 
its  own  private  runway  and  daily  scheduled  com- 
mercial flight,  Laucala  is  the  perfect  getaway. 

For  more  information, 
call  1-800-F0RBES-5. 


FORBES 

MAGAZINE'S 
FIJI  ISLAND 


At  Compaq,  we  believe  in  changing  the  world  but  we  don't  believe  in  changing  the  Earth.  Which  is 
why  we  try  to  minimize  the  environmental  impact  of  everything  we  do.  From  product  design  to  manufacturing 

to  recycling.  Quite  simply,  success  shouldn't  be  at  the  expense  of  the  environment.  (f^ffi|^^)j) 

On  May  30,  we  were  presented  the  World  Environment  Center  Gold  Medal  for  International  Corporate 
Environmental  Achievement.  Not  for  doing  something  extraordinary.  But  for  doing  something  we  believe  in. 

COMPAQ 


I  1997  Compaq  Computer  Corporation,  All  rights  reserved  Compaq  registered  U.S.  Patent  and  Trademark  Office.  All  other  brands  and  product  names  are  trademarks  or  registered  trademarks  of  their  respective  companies 


Forbes  80th  anniversary  issue 


By  the  editors  of  Forbes 

What  DID  IT  take  to  be  a  master  of  American  busi- 
ness in  1917,  the  year  that  Forbes  magazine  was 
born?  It  helped  if  the  product  you  dealt  in 
weighed  a  lot.  Americans  used  to  boast  that  our  country 
built  the  biggest  this  and  the  biggest  that. 

Towering  appropriately  over  the  1917  list  of  the  100 
largest  corporations  was  U.S.  Steel  Co.,  with  three  times 
the  assets  of  the  next-largest  company.  In  today's  dollars 
the  firm's  assets  totaled  $31  billion.  Its  mills  discharged 
23  million  tons  of  metal  a  year.  It  owned  blast  furnaces, 
rolling  mills,  hopper  cars,  barges,  coal  mines,  ships,  ship- 
yards. It  kept  268,000  workers  busy. 

Companies  making  heavy  stuff  like  steel  in  huge,  labor- 
intensive  factories  dominated  U.S.  industry.  On  the  1917 
list  of  the  top  100  were  8  other  steelmakers  and  another 
33  companies  extracting  things  out  of  the  earth.  These 
resource  producers  accounted  for  45%  of  the  list's  assets. 
The  skies  over  American  cities  were  heavy  with  smoke, 


and  six  days  a  week  tens  of  millions  of  begrimed,  overalled 
workers  poured  through  factory  gates,  lunch  pails 
in  hand. 

Skip  forward  to  today's  list  of  the  100  largest  compa- 
nies. (This  and  the  intervening  lists  are  by  market  value, 
not  assets.)  Steel  has  vanished  from  the  roster.  Microsoft 
weighs  heavier  in  this  list  than  all  but  three  companies. 
Steel  hasn't  disappeared  from  the  American  economy,  but 
USX — U.S.  Steel  Group's  assets  are  now  worth  $6.5  bil- 
lion, which  is  about  a  fifth  of  their  1917  value.  Its  payroll 
numbers  20,800. 

What  has  taken  steel's  place  in  our  measure  of  eco- 
nomic power?  Software,  drugs,  computers,  mortgage 
securities.  All  these  things  have  in  common  the  fact  that 
they  don't  weigh  very  much  and  are  cheap  to  move,  even 
over  very  long  distances.  They  are,  in  essence,  products 
of  the  human  mind  rather  than  of  the  earth  and  blast  fur- 
nace. A  300-megahertz  Pentium  II  chip  from  Intel  is 
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worth  more  than  its  weight  in  gold.  A  program  sold  by 
Microsoft  weighs  nothing  at  all.  It  can  be  shipped  instan- 
taneously to  any  point  on  the  globe. 

With  material  prosperity  less  dependent  upon  physical 
materials,  wealth  exploded  in  the  industrial  countries  and 
spread  to  most  of  the  poorer  countries.  But  the  change 
has  been  more  than  some  people  could  cope  with.  Every 
business  is  subject  to  the  winds  of  what  Joseph  Schum- 
peter  called  creative  destruction. 

These  winds  have  always  blown  fiercely  in  the  Ameri- 
can economy.  Of  the  100  largest  U.S.  companies  in  1917, 
we  count  only  15  companies  surviving  today.  Besides  6 
oil  companies,  there  are  2  automakers  and  these  7  others: 
AT&T,  Citicorp,  Du  Pont,  General  Electric,  Kodak,  Proc- 
ter &  Gamble  and  Sears.  The  other  85  went  bankrupt, 
were  liquidated,  were  acquired  or  were  left  behind  as  the 
economy  rushed  ahead  on  its  threads  of  glass  fiber. 

But  while  change  is  a  given  in  capitalist  economies,  in 
an  economy  built  on  technology,  and  free  from  many 
physical  restraints,  change  goes  into  overdrive.  U.S.  Steel's 
decline  was  gradual;  even  in  1987  it  remained  on  the 
Forbes  list  of  the  100  most  valuable  companies.  One  by 
one,  over  a  period  of  many  years,  the  other  natural 
resource  companies  slipped  off  the  list.  Change  was  pow- 
erful but  slow. 

Suddenly  it  went  into  fast  forward.  Since  the  beginning 


of  the  Industrial  Revolution,  energy  consumption  per 
person  in  the  U.S.  has  crept  ahead  at  3%  per  year.  Since 
the  mid-1960s  computer  memory  per  person  has  been 
advancing  at  67%  a  year.  It  will  keep  doing  that  for  a 
while.  We  will  soon  have  1  billion  transistors  on  a  chip. 

But  this  revolution  has  truly  eaten  its  young.  The  com- 
puter revolution  is  40  years  old,  the  PC  revolution  16.  Not 
long  in  economic  history.  But  look.  We  counted  8  silicon- 
based  companies  among  our  top  100  in  1987.  In  1997 
there  are  13  names,  only  5  more,  but  within  that  catego- 
ry there  has  been  turmoil.  Computermakers  Digital 
Equipment,  NCR  and  Unisys  have  dropped  off  the  list 
entirely.  In  1987  Digital  Equipment  had  a  market  cap  of 
$29  billion  (in  1997  dollars);  now  it's  under  $6  billion, 
though  the  stock  market  has  trebled. 

At  the  same  time  Intel,  which  just  squeaked  into  the 
Top  100  in  1987,  leaped  to  the  number- five  spot  today, 
with  a  market  value  that  exceeds  that  of  Detroit's  big 
three  combined.  Coming  from  almost  nowhere, 
Microsoft,  Computer  Associates,  Compaq  Computer, 
Oracle  and  Cisco  have  vaulted  onto  the  lists.  In  these 
same  years  Apple  Computer  made  a  round-trip,  climbing 
from  a  market  cap  of  $1  billion  to  a  peak  of  $7.5  billion, 
only  to  fall  to  $2  billion  today.  IBM  went  from  a  market 
cap  of  $170  billion  (in  1997  dollars),  to  $137  billion  and 
now  $70  billion. 
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Thus  to  survive  and  prosper  in  the  silicon  revolution,  it 
wasn't  enough  to  shun  stagnant  industries  and  identify 
growth  ones.  It  was  much  tougher  than  that.  A  mistake, 
unless  very  quickly  corrected,  could  be  fatal.  A  small  edge, 
expertly  exploited,  could  rocket  a  small  outfit  way  ahead 
of  its  competitors. 

In  a  sense  the  computer  revolution  is  not  unique.  We 
have  had  an  equally  momentous  economic  revolution 
before,  brought  on  by  steam  power.  Energy  extracted 
from  the  ground  replaced  energy  extracted  from  muscles. 
The  transformation  exacted  a  price  from  possessors  of  old 
skills  and  of  sunk  capital,  which  is  why  the  Luddites  went 
around  smashing  machinery.  Silicon  is  doing  the  same  and 
has  its  potential  Luddites,  too. 

That's  because  a  lot  of  workers,  as  well  as  asset  owners, 
are  threatened  by  the  changes.  If  you  are  a  car  dealer,  a 
travel  agent  or  a  college  lecturer,  you  wonder  about 
whether  your  job  will  be  obsoleted  soon.  If  you  are  a 
blue-collar  worker  and  you  still  have  a  job,  you  are  look- 
ing over  your  shoulder:  Not  only  are  all  those  Mexicans 
and  Indians  and  Chinese  workers  gaining  on  you,  but 
changes  in  distribution  are  eliminating  hundreds  of  thou- 
sands of  jobs  between  the  factory  and  the  customer. 

Which  is  why  education  has  become  so  important  in 


the  computer  age — why  Forbes  has  run  three  cover  sto- 
ries on  education  in  as  many  years.  Muscles  and  physical 
stamina  were  required  for  jobs  in  the  steel  mills  and 
copper  mines.  Literacy  and  math  are  the  requirements  for 
a  decent  job  in  the  silicon  economy. 

We  haven't  a  clue  as  to  how  our  Top  100  list  will  look 
in  2007,  but  we  can  already  see  the  fault  lines.  Health  care 
will  continue  to  change  from  craft  to  business,  and 
biotech  will  increasingly  come  into  its  own.  The  private 
sector  will  make  inroads  into  education,  which  has 
become  too  important  a  business  to  leave  to  hidebound 
professional  educators,  bewildered  by  and  uncomfortable 
with  change. 

The  Internet  will  make  it  easier  for  newcomers  with  a 
design  or  price  advantage  to  break  into  established  mar- 
kets; financial  muscle  and  established  market  shares  will 
still  count,  but  for  less  than  in  the  past.  The  Internet  will 
bring  distribution  costs  down  further  and  create  huge 
profits  and  top-paying  jobs  for  those  who  can  figure  out 
how  to  use  it  to  bring  buyer  and  seller  closer  together. 

But  take  nothing  for  granted.  Examine  every  premise. 
Intel's  Andy  Grove  set  the  tone  for  this  exciting,  fright- 
ening era  when  he  called  his  1996  book  Only  the  Para- 
noid Survive.  Happy  paranoia.  WM 


The  top  100  companies,  1917-97 

Aerospace  •  


Constant  1997  dollars  (mil) 

Assets  1917 

Value  1967 

Value  1987 

Value  1997 

Litton  Industries 

Boeing 

Raytheon 

Douglas  Aircraft 

Textron 

TRW 

$11,925 
9,462 
7,197 
7,129 
6,606 
5,513 

Rockwell  International 

AlliedSignal 

Boeing 

Raytheon 

$10,326  Boeing 
10,037  AlliedSignal 
9,976      Lockheed  Martin 
7,555 

$34,623 
20,044 
16,299 

Percent  of  top  100 

0.0% 

2.8% 

2.2% 

1.9% 

American  Tobacco 

$2,085 

Coca-Cola 

18,338 

Philip  Morris 

28,866 

Coca-Cola 

147,883 

Liggett  &  Myers  Tobacco 

1,373 

RJ  Reynolds 

8,615 

Coca-Cola 

23,464 

Philip  Morris 

107,474 

RJ  Reynolds  Tobacco 

839 

RJR  Nabisco 

18,064 

PepsiCo 

51,061 

P  Lorillard 

801 

PepsiCo 

Anheuser-Busch 

12,951 
12,708 

Anheuser-Busch 

21,511 

Percent  of  top  100 

2.3% 

1.6% 

5.5% 

8.7% 

International  Harvester 

3,369 

General  Electric 

42,088 

Minnesota  Mining  &  Mfg 

20,771 

Minnesota  Mining  &  Mfg 

34,698 

General  Electric 
Westinghouse  Electric 
Pullman 

2,950 
2,098 
1,793 

Minnesota  Mining  &  Mfg 
Westinghouse  Electric 
Caterpillar  Tractor 

24,587 
12,879 
11,930 

Westinghouse  Electric 
Emerson  Electric 

12,074 
10,637 

Emerson  Electric 
Caterpillar 

21,569 
15,955 

American  Car  &  Foundry 
American  Locomotive 

1,615 
1,068 

FMC 

5,372 

United  Shoe  Machinery 
Baldwin  Locomotive  Works 

941 
928 

Deere  &  Co 

890 

Percent  of  top  100 

7.0% 

5.7% 

2.5% 

1.9% 

Nine  business  powerhouses  made  up  the  capital  goods  sector  in  1917. 
Deere  is  the  only  one  of  these  to  survive  today  in  its  original  line  of  business, 
and  it's  not  big  enough  to  rank  in  the  top  100  in  market  value. 
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Constant  1997  dollars  (mil) 

Assets  1917 

Value  1967 

Value  1987 

Value  1997 

El  du  Pont  de  Nemours 

$3,344 

El  du  Pont  de  Nemours 

$35,418 

El  du  Pont  de  Nemours 

$38,462 

El  du  Pont  de  Nemours 

$60,727 

Union  Carbide  &  Carbon 

U96 

Union  Carbide 

'  14,336 

Dow  Chemical 

22,532 

Monsanto 

23,631 

Virginia  Carolina  Chemical 

1,360 

Dow  Chemical 

12,685 

Monsanto 

9,093 

Dow  Chemical 

19,244 

American  Ag  &  Chemical 

1,043 

Monsanto 

7,560 

General  Chemical 

725 

American  Cyanamid 

6,060 

Olin  Mathieson  Chemical 

5,440 

Allied  Chemical 

5,426 

Percent  of  top  100 

3.8% 

5.1% 

4.0% 

2.8% 

Communications 


American  Telephone  &  Tel 

9,688 

American  Telephone  &  Tel 

131,945 

AT&T 

39,238 

AT&T 

54,481 

General  Telephone  &  Elec 

20,448 

BellSouth 

25,993 

GTE 

42,376 

Nynex 

19,316 

BellSouth 

41,361 

Bell  Atlantic 

18,879 

Ameritech 

32,041 

GTE 

17,119 

SBC  Communications 

30,541 

American  Information  Tech 

16,991 

Bell  Atlantic 

26,160 

Southwestern  Bell 

15,879 

MCI  Communications 

20,883 

Pacific-Telesis  Group 

15,606 

WorldCom 

20,290 

US  West 

13,132 

Nynex 

19,522 

US  West  Communications 

15,458 

Sprint 

15,119 

Percent  of  top  100 

8.9% 

10.4% 

8.5% 

US  Rubber 

3,179 

General  Motors 

113,244 

General  Motors 

38,704 

General  Motors 

41,806 

Singer  Manufacturing 

2,314 

Ford  Motor 

16,877 

Ford  Motor 

31,356 

Ford  Motor 

38,321 

Ford  Motor 

2,034 

Chrysler 

12,627 

Chrysler 

10,473 

Chrysler 

21,341 

BF  Goodrich 

1,856 

Goodyear  Tire  &  Rubber 

9,457 

General  Motors 

1,704 

Firestone  Tire  &  Rubber 

7,792 

Willys  Overland 

1,437 

Goodyear  Tire  &  Rubber 

1,004 

Studebaker 

890 

Percent  of  top  100 

6.5% 

9.3% 

4.6% 

2.7% 

Consumer  Nondurables 


Central  Leather 

1,844 

Eastman  Kodak 

116,496 

Eastman  Kodak 

25,595 

Procter  &  Gamble 

83,574 

American  Can 

1,691 

Polaroid 

38,424 

Procter  &  Gamble 

21,885 

Gillette 

43,231 

American  Woolen 

1,551 

Procter  &  Gamble 

18,958 

Kimberly-Clark 

14,273 

Kimberly-Clark 

27,765 

Procter  &  Gamble 

1,119 

Corning  Glass  Works 

11,480 

Eastman  Kodak 

26,215 

Eastman  Kodak 

814 

Gillette 

8,712 

Colgate-Palmolive 

15,854 

Percent  of  top  100 

3.2% 

11.3% 

3.5% 

5.2% 

Pacific  Gas  &  Electric 

1,958 

Pacific  Gas  &  Electric 

10,125 

Pacific  Gas  &  Electric 

10,859 

Southern  Co 

14,404 

Southern  California  Edison 

1,119 

Commonwealth  Edison 

9,535 

Commonwealth  Edison 

9,727 

Ohio  Cities  Gas 

903 

American  Electric  Power 

8,325 

Southern  California  Edison 

9,443 

Northern  States  Power 

788 

Texas  Utilities 

7,144 

Southern  Co 

9,315 

Southern  California  Edison 

6,936 

Public  Service  Enterprise  Gp 

7,406 

Southern  Co 

6,752 

American  Electric  Power 

7,325 

Virginia  Electric  &  Power 

6,582 

Consolidated  Edison 

5,658 

Florida  Power  &  Light 

5,063 

Public  Svc  Electric  &  Gas 

4,932 

Percent  of  top  100 

2.1% 

4.1% 

3.1% 

0.4% 

We're  no  less  dependent  ihm  we  used  to  be 
on  electric  and  gas  energy.  Yet  the  utility  sector  has 
only  1  company  among  the  top  100  in  market  value. 
Thirty  years  ago  it  had  10. 


132 


Forbes  ■  July  7,  1997 


He  doesn't  know  what  a  phonograph  is. 
He's  never  heard  of  8-track. 
The  only  time  he  saw  an  LP  was  in  his 
grandparents'  attic. 

CDs  and  diskettes  are  his  parents'  toys. 
What  will  his  be? 


Walkman ;    Home  VCR    CD    Digital  Satellite  System    What's  next? 


HISTORY 


Electronics,  Office  Equipment  &  Software 


Constant  1897  dollars  (mil) 

Assets  1917 

Value  1967 

Value  1987 

Value  1997 

International  Business  Mach 

$170,281 

International  Business  Mach 

$137,808 

Microsoft 

tl  9Q  dQfl 

Xerox 

32,219 

Digital  Equipment 

29,051 

Intel 

1 1£,  1UU 

Radio  Corp  of  America 

16,165 

Hewlett-Packard 

23,707 

IBM 

KQ  71/1 

oy,/ 04 

Sperry  Rand 

10,469 

Xerox 

10,984 

Hewlett-Packard 

&n  CQ9 
3U,0o£ 

Honeywell 

7,676 

Motorola 

10,341 

Lucent  Technologies 

1H  /1C1 
04,401 

Burroughs 

7,357 

NCR 

9,903 

Motorola 

00,043 

National  Cash  Register 

5,740 

AMP 

8,607 

Cisco  Systems 

32,104 

Texas  Instruments 

5,677 

Unisys 

7,920 

Oracle 

24,425 

Zenith  Radio 

5,198 

Intel 

7,345 

Compaq  Computer 

19,728 

Electronic  Data  Sys 

19,060 

Xerox 

19,027 

Computer  Associates 

15,750 

Texas  Instruments 

15,612 

Percent  of  top  100 

0.0% 

15.2% 

14.0% 

15.3% 

Financial  Services 


National  City  Bank 

$9,625 

Bank  of  America 

8,150 

American  Express 

20,655 

American  International  Group 

55,875 

Guarantee  Trust 

6,255 

First  National  City  Bank 

6,965 

American  International  Group 

14,857 

Citicorp 

47,943 

Chase  National  Bank 

5,925 

Chase  Manhattan 

6,248 

JP  Morgan 

11,178 

National  Bank  of  Commerce 

5,429 

Transamerica 

6,093 

Citicorp 

10,979 

Fannie  Mae 

44,734 

Aetna  Life  &  Casualty 

5,227 

Aetna  Life  &  Casualty 

9,164 

Chase  Manhattan 

37,722 

General  Re 

7,416 

BankAmerica 

37,276 

Gulf  &  Western 

7,308 

Travelers  Group 

32,069 

NationsBank 

31,972 

American  Express 

28,368 

Allstate 

27,999 

Wells  Fargo 

22,740 

First  Union 

22,063 

Federal  Home  Loan  Mortgage 

19,532 

JP  Morgan 

17,848 

Norwest 

17,374 

Banc  One 

17,366 

First  Chicago  NBD 

16,732 

Merrill  Lynch 

15,537 

Fleet  Financial  Group 

15,228 

Bank  of  New  York 

13,790 

Percent  of  top  100 

12.3% 

1.9% 

4.6% 

13.9% 

Armour  &  Co 

3,992 

General  Foods 

8,465 

Kraft 

11,153 

Campbell  Soup 

22,086 

Swift  &  Co 

3,891 

National  Dairy  Products 

4,908 

Kellogg 

10,626 

Sara  Lee 

19,301 

American  Sugar  Refining 

1,742 

Ralston  Purina 

8,736 

HJ  Heinz 

15,074 

Corn  Products  Refining 

1,424 

HJ  Heinz 

8,257 

Kellogg 

13,872 

United  Fruit 

1,399 

ConAgra 

13,687 

Wilson  &  Co 

1,297 

Cuba  Cane  Sugar 

1,055 

National  Biscuit 

941 

Cudahy 

826 

Percent  of  top  100 

7.5% 

0.8% 

2.2% 

2.2% 

Are  big  companies  invinci- 
ble? Scarcely.  Look  at  the 
turnover  between  1967 
and  1997  in  the  roster  of 
the  most  powerful 
electronics/software  firms. 
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What's 

next 

is 

now. 


A  computer  is  a  computer. 
But  PC  by  Sony  is  something  else  altogether. 
Sony  brings  video,  audio,  communications,  and  computing 
together  in  new  ways. 

How?  By  bringing  everything  in  your  home  or  office  together  in  new  ways 
Take,  for  example,  our  Digital  Still  Camera. 

It's  a  pocket-size  marvel  that  stores  up  to  108  digitally  sharp  shots. 
But  it  can  do  a  lot  more. 

Thanks  to  a  little  infrared  beam*  you  can  aim  it  right  at 
your  Sony  PC  and  transfer  your  pictures  right  into 
a  presentation. 

Or  personalize  your  own  web  page. 
Or  e-mail  a  shot  of  the  kids  to  Uncle  Mike. 
You've  got  the  digital  connectivity. 
What  you  do  with  it  is  entirely  up  to  you. 


Digital  Dream  Kids 

www.sonv.com  electronics 


£199?  Sony  Electronics  Inc.  Reproduction  ill  «uole  or  in  pan  without  written  permission  is  prohibited.  All  rights  reserved. 
Sony,  the  Sony  logo.VAIO,  Hsuldvcam,  Walkman  and  Trinitron  are  trademarks  of  Sony.  Screen  images  simulated. 
"Camera  supports  Microsoft'  Windows-  95  [rDA  Device  Drivel  2.0  (included).  IrDA  adapter  for  computer  is  required. 


SONY 


From  atoms  to  photons: 
Great  wealth  used  to  arise 
from  heavy  things  like  iron. 
Now  it  arises  from  weight- 
less things  like  software. 


Health  Care 


Constant  1997  dollars  (mil) 

Assets  1917 

Value  1967 

Value  1987 

Value  1997 

American  Home  Products 

$13,387 

Merck  &  Co 

$30,708 

Merck 

$104,819 

Bristol-Myers 

9,873 

Johnson  &  Johnson 

21,130 

Johnson  &  Johnson 

74,345 

Eli  LillyS.  Co 

8,455 

Bristol-Myers 

19,687 

Bristol-Myers  Squibb 

60,507 

Johnson  &  Johnson 

8,034 

Abbott  Laboratories 

19,558 

Pfizer 

57,048 

Chas  Pfizer 

7,405 

American  Home  Products 

17,652 

Eli  Lilly 

47,135 

Warner-Lambert  Pharm 

6,321 

Eli  Lilly  &  Co 

17,395 

Abbott  Laboratories 

44,917 

Sterling  Drug 

6,239 

Pfizer 

15,275 

American  Home  Products 

39,351 

Squibb 

12,782 

Schering-Plough 

27,511 

Upjohn 

12,048 

Warner-Lambert 

26,583 

SmithKline  Beckman 

9,794 

Columbia/HCA  Healthcare 

23,987 

Schering-Plough 

7,710 

Amgen 

15,260 

Marion  Laboratories 

7,603 

Medtronic 

15,246 

Percent  of  top  100 

0.0% 

3.5% 

10.9% 

14.3% 

Columbia  Broadcasting 

6,243 

Dun  &  Bradstreet 

12,884 

Walt  Disney 

51,817 

Gannett 

11,022 

Time  Warner 

16,985 

Capital  Cities/ABC 

8,173 

Time 

7,883 

Times  Mirror 

7,650 

Per  cent  of  top  100 

0.0% 

0.4% 

2.7% 

1.8% 

McDonald's 

14,263 

McDonald's 

34,336 

Waste  Management 

12,648 

First  Data 

15,199 

Marriott 

7,501 

WMX  Technologies 

14,941 

Percent  of  top  100 

0.0% 

0.0% 

2.0% 

1.7% 

General  Electric 

$2,950 

General  Electric 

42,088 

General  Electric 

67,401 

General  Electric 

196,419 

WR  Grace 

1,233 

International  Tel  &  Tel 

14,021 

in 

11,302 

Berkshire  Hathaway 

45,670 

United  Technologies 

8,436 

United  Technologies 

17,568 

Percent  of  top  100 

0.6% 

0.8% 

5.0% 

6.9% 
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Your  own  private  place. 
Away  from  the  pressures 
of  the  day. 
A  brief  respite. 
A  time  to  recharge. 
To  regroup. 
And  face  the  world  ready. 
 /&  


American  Airlines 


First  and  Business  Class 


Inited  States      Europe      Latin  America      Canada      Caribbean      Mexico  Japan 


AmericanAirfines 

Something  special  in  the  air® 


AT&T  helps  you  select  the 
web  hosting  services  that  fit 
you  best.  And  we  handle  the 
management  and  support, 
so  you  get  all  the  hustle  of 
the  Internet,  with  none  of  the 
hassle.  Open  a  storefront  on 
the  Internet  with  the  most 
powerful  network  in  the  world. 
For  more  information,  visit  us  at 
www.att.com/business/internet/ 
or  call  I  800  598-9283. 


Try  this  on  for  size.  AT&T  Web  Site  Services  can  help  your  business  get  up 
and  running  on  the  Internet  in  a  way  that's  tailor-made  for  your  company. 


AT&T 


It's     all     within     your  reach 


Resources  &  Steel  

Constant  19S7  dollars  (mil)  Assets  1917 

US  Steel  $31,150 

Standard  Oil  of  New  Jersey  7,298 

Bethlehem  Steel  4,857 

Midvale  Steel  &  Ordnance  3,255 

American  Smelting  &  Ref  2,823 

Anaconda  Copper  Mining  2,746 

Standard  Oil  of  New  York  2,594 

Phelps  Dodge  2,378 

Jones  &  Laughlin  Steel  2,136 

Cambria  Steel  1,971 

Kennecott  Copper  1,818 

Consolidation  Coal  1,755 

Chile  Copper  1,729 

Cities  Service  1,704 

Texas  Co  1,640 

Standard  Oil  of  California  1,615 

Standard  Oil  of  Indiana  1,615 

Magnolia  Petroleum  1,564 

Pittsburgh  Coal  1,437 

Republic  Iron  &  Steel  1,424 

Aluminum  Co  of  America  1,322 

Lackawanna  Steel  1,322 

Gulf  Oil  1,310 

Prairie  Oil  &  Gas  1,310 

Youngstown  Sheet  &  Tube  1,233 

Colorado  Fuel  &  Iron  1,208 

Great  Northern  Iron  Ore  Prop  1,195 

Crucible  Steel  1,106 

Ohio  Oil  1,081 

Mexican  Petroleum  1,055 

Lehigh  Coal  &  Navigation  1,030 

National  Lead  1,030 

Utah  Copper  1,030 

International  Paper  1,017 

US  Smelting  Refining  &  Min  1,017 

Union  Oil  of  California  992 

Vacuum  Oil  966 

International  Nickel  852 

Associated  Oil  826 

Atlantic  Refining  776 

Greene  Cananea  Copper  750 

Inland  Steel  725 

Percent  of  top  100  45.3% 

Retailing  


Standard  Oil  of  New  Jersey 

Texaco 

Gulf  Oil 

Standard  Oil  of  California 

Mobil 

Shell  Oil 

Standard  Oil  of  Indiana 
International  Nickel 
Phillips  Petroleum 
US  Steel 
Getty  Oil 

Aluminum  Co  of  America 
Occidental  Petroleum 
Sun  Oil 

Union  Oil  of  California 
Kennecott  Copper 
Bethlehem  Steel 
Tenneco 
Cities  Service 
International  Paper 
Texas  Gulf  Sulphur 
Continental  Oil 
Atlantic  Richfield 
Weyerhaeuser 
Georgia-Pacific 
Anaconda 

Amerada  Petroleum 


Value  1967 

$70,285 
54,391 
38,337 
24,538 
20,870 
19,539 
18,575 
16,877 
10,880 
10,677 
9,593 
8,373 
7,870 
7,797 
7,579 
7,463 
7,260 
6,844 
6,713 
6,471 
6,210 
6,030 
5,953 
5,726 
5,396 
5,019 
4,995 


Value  1987 

Value  1997 

Exxon 

$oo,  /  j4 

Exxon 

tl  00  01  0 

rtlllULU 

Mnhil 
IVIUUII 

AQ  883 

i  hov/rnn 
OllcvlUIl 

L»llcVlUll 

AO  993 

Mnhil 
IVIUUII 

97  OP.Q 

nlllULU 

AC\  Afi1; 

9tanriarH  flil  nf  Ohin 

OldllUdlU  UN  Ul  UIIIU 

94  RA7 

97  39fi 

Atlantic  Richfield 

22,110 

Atlantic  Richfield 

21,210 

Texaco 

13,001 

USX 

11,056 

Sun  Co 

10,019 

Tpn  npm 

1  CM 1 ICUU 

9  919 

Weyerhaeuser 

9^430 

Occidental  Petroleum 

8,780 

23.4% 


Sears,  Roebuck 

1,653 

Sears,  Roebuck 

42,494 

Sears,  Roebuck 

27,302 

Wal-Mart  Stores 

64,515 

FW  Woolworth 

1,068 

Avon  Products 

19,771 

Wal-Mart  Stores 

23,442 

Home  Depot 

27,439 

JC  Penney 

7,937 

Kmart 

11,348 

Sears,  Roebuck 

18,891 

Federated  Department  Stores 

7,879 

JC  Penney 

10,928 

Limited 

10,761' 

May  Department  Stores 

9,578 

Percent  of  top  100 

1.2% 

4.6% 

5.3% 

3.0% 

Transportation  

Intl  Mercantile  Marine  2,937 

Pennsylvania  RR  1,780 

Atlan  Gulf  &  West  Indies  SS  1,106 

New  York  Central  RR  1,081 

Atchison,  Topeka  &  Santa  Fe  979 

Southern  Pacific  RR  839 

Percent  of  top  100  3.9% 


Penn  Central 
United  Air  Lines 


6,931     Union  Pacific 
5,871     Santa  Fe  Southern  Pacific 
Norfolk  Southern 


0.7% 


10,557 
10,402 
7,973 


1.6% 


Union  Pacific 


14,625 


0.4% 
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Stainless  steel  watch  from  the  Hampton  Collection  for  men  and  women. 
Quartz  movement.  Water-resistant  to  99  feet.  (Enlarged  for  detail) 


JlL 

Baume  &  Mercier 

GENEVE 

MASTER  WATCHMAKERS  SINCE  1830 


r  a  catalog  and  the  authorized  Baume  &  Mercier  jeweler  in  your  area,  phone  1-800-MERCIER.  http//www.baume-et-mercier.com 


NOW  YOU  CAN  GO  FROM  LOST 
TO  FOUND  AT  THE  SPEED  OF  LIGHT. 


Introducing  Seville  STS  with  OnStar. 
A  satellite/cellular  communications  system  so  advanced,  it  give 


you  power  no  BMW  or  Mercedes-Benz  can  match. 

You're  in  the  middle  of  nowhere. ..or  may  be  in  the  middle  of  Manhattan.  And  you're  lo- 
in ordinary  cars,  you  have  to  start  looking  at  maps  or  ashing  strangers  for  direction 
But  in  a  Seville  STS  with  the  OnStar  System,  you  just  press  a  single  button  on 
your  OnStar  cell  phone.  0^  OnStar  is  a  powerful  new  way  for 
you  to  take  control  of  your  destiny.  It  utilizes  a  unique, 
interactive  automotive  communication 
system  connected  to  Global 
Positioning 


Satellite  technoloa 
\nd  it  provides  you  and  yc 
STS  with  speed-of-light  access  to  secur 
and  information  that  no  BMW,  Mercedes-Benz  or  Lex 
OnStar  works  by  using  a  voice-activated  ham 
free  cell  phone  linked  to  the  special  24-hour  OnStar  Center.  There,  OnStar  advisi 


I  HHi 


all  1-800-333-4CAD  or  visit  our  Web  site  at  www.cadillac.com 


e  satellites  to  quickly  find  you  and  direct  you  to  your  destination.  If  you 
:k  your  keys  inside  the  car,  OnStar  can  electronically  unlock 
?  driver's  door  for  you.  It  can  help  guide  you  to 
stau rants,  hotels  or  service  stations. 
\ch  your  STS  if  it's  ever 
lien.  And  send 


o  a  d  - 

side  assistance  at 
your  request.  OnStar's  sophisti- 
cated technology  can  even  detect  if  your 
Seville's  air  bags  have  deployed  and  can  send  help  if  you 
W  So  now,  in  addition  to  all  the  power  and  handling  of  the 
Northstar  System,  the  1997  Seville  STS  gives  you  a  choice  that  has  never  existed 

before:  Enjoy  the  exhilarating  speed  and  convenience 
of  satellite  technology  at  your  fingertips.  Or  drive 
something  else... and  be  lost  without  it. 


ed  by  a  series  of  Global 
oning  Satellites  that  local 
eville  STS  at  your  request 


SEVILLE  STS 

THE  POWER  IS  YOU  RS 


''s  unique  electronic  circuitry 
■octivated  cell  phone  provide 
stantaneous  direct  link 


to  an  adviser-staffed,  round-the-clock 
OnStar  Center,  ready  to  assist  you  with 
directions,  information,  theft  detection/ 
tracking  and  emergency  service. 


§S  Always  wear  safety  belts,  even  with  air  bags.  -1997  CM  Corp.  All  rights  reserved.  Cadillac.  Seville,  Northstar,  OnStar, 


What  has 
Watt  wrought? 

The  silicon  chip  has  created  a  trillion  dollars 
of  wealth  and  caused  great  upheavals 
among  the  Forbes  400s  and  500s. 
But  in  a  sense  it  is  only  a  consequence 
of  the  steam  power  revolution  that  broke 
out  in  Great  Britain  two  centuries  ago. 


By  John  Steele  Gordon 


I  was  27  when  Intel  brought  the 
first  microprocessor  to  market;  today 
I'm  still  not  eligible  to  join  aarp.  So 
in  less  than  a  lifetime  this  little  device 
has  turned  our  society  upside  down 
and  made  this  an  exciting  time  to  be 
alive,  all  by  doing  just  one  thing: 
making  information  cheaper.  The  fact 
that  it  is  now  possible  to  perform  a 
billion  calculations  at  a  cost  of  a 
penny  or  so  has  made  possible  scien- 
tific and  medical  discoveries  that 


James  Watt,  the 
rotary  steam 
engine  and  the 
microprocessor. 
Watt's  engine 
started  one  eco- 
nomic revolution, 
the  micro- 
processor another. 


£A  long  history  as  the  greatest  hotel 
in  O^evo^ork  has  just  hegun. 


In  our  first  few  months  we've  had  the  pleasure  of 
entertaining  some  of  the  most  discerning  travelers  in  the  world  at  the 

new  Trump  International  Hotel  and  Tower  Frankly,  their  praise 
has  been  quite  overwhelming.  The  next  time  you're  in  New  York  City, 
experience  the  new  standard  for  luxury  and  privacy 


TRUMP 


INTERNATIO 

N 

A 

L 

HOTEL     &  TO 

W 

E 

R 

ONE  CENTRAL   PARK  WEST 


NEW  YORK'S    NEW   STANDARD   FOR   LUXURY  AND  PRIVACY. 

One  Central  Park  West,  New  York,  N  Y  10023   •   Phone  2  I  2-299- 1000  •   Fax  2  I  2-299- 1 058 
For  reservations  call  1-800-323-7500  or  contact  your  travel  professional 


•33 


B^EvoLibiiON 


The  world  that 
steam  destroyed: 
the  landed  gentry 
and  the  village 
blacksmith. 


would  have  been  unattainable  earlier 
and  has  piled  up  great  fortunes  in 
industries  that  did  not  even  exist  25 
years  ago. 

But  the  microprocessor  has 
destructive  power,  too.  Whole  cate- 
gories of  jobs — both  blue-  and  white- 
collar — have  simply  ceased  to  exist. 
Telephone  operators,  airplane  naviga- 
tors, middle  managers,  secretaries, 
typesetters,  railroad  rate  clerks  and 
bank  tellers  have  all  seen  their  liveli- 
hoods threatened  by  the  new  tech- 
nology. Professional  chess  players  may 
be  next.  Revolutions  are  never  neat 
and  bloodless. 

No  one  can  predict  with  any  accu- 
racy where  all  this  is  taking  us,  but  at 
least  the  human  race  has  some  expe- 
rience with  what  happens  when  a 
technological  innovation  makes  an 
economic  input  very  much  cheaper 
than  it  was  before.  Our  ancestors  of 
two  centuries  ago  had  to  go  through 
the  same  process  without  this  kind  of 
experience.  They  were  born  into  a 
world  that  differed  little  from  the  one 
known  to  their  grandparents,  but 
they  lived  to  see  the  steam  engine 
change  nearly  everything:  manu- 
facturing, transportation,  agri- 
culture, politics.  Suddenly 
mankind  no  longer  had  to 


The  world  that 
steam  created: 
Robert  Fulton 
showed  that 
steam  could 
move  a  ship; 
Peter  Cooper 
showed  it  could 
beat  a  horse. 
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"One  real  estate  firm  kee 
oming  up  in  Informix's  database. 


David  Stanley 

(R  Corporate  Services 

nformix  Software  Inc. 


As  the  fastest  growing  database  company  in  Silicon  Valley,  Informix  needed  a  real  estate  services  firm  to  help  them 
iterface  perfectly  with  a  new  corporate  facility  and  development  lab.  They  needed  one  firm  that  could  provide  worldwide 
:al  estate  planning,  project  management,  architectural  and  design  services,  as  well  as  brokerage  and  transaction  management. 

No  wonder  David  Stanley  chose  Cushman  &  Wakefield.  He  wanted  the  one  firm  that  not  only  understood  the 
igh-tech  nature  of  his  business,  but  could  stay  one  step  ahead. 

From  our  global  reach  to  our  depth  of  services,  from  our  research  capabilities 
d  our  creative  problem-solving,  we're  unmatched  in  the  industry.  In  fact,  nobody 
elps  more  businesses  of  all  sizes,  here  and  around  the  world. 

To  find  out  how  we  can  help  you,  call  1-800-346-6789.  Improving  your  place  in  the  world.5 


c 

wo 

1 

1 

'isit  www.cushwake.com  for  our  high-tech  real  estate  report.  jjllll 


Cushman  &  Wakefield  Worldwide5' 


EVOLLMION 


depend  upon  muscle  power  or  animal 
power.  As  the  microprocessor  revolu- 
tion leverages  the  human  mind,  the 
steam  revolution  leveraged  human 
arms  and  legs.  Among  its  other 
effects,  the  steam  engine  created 
an  intense  nostalgia  for  the  lost 
world,  "the  good  old  days."  Indeed 
it  was  one  of  that  earlier  generation, 
the  New  York  businessman  Philip 
Hone,  who  invented  the  phrase. 
Learning  how,  thanks  to  railroads  and 
steamboats,  news  had  traveled  from 
Boston  to  New  York  in  only  a  few 
hours  instead  of  taking  a  week, 
the  elderly  Hone  wrote  in  his  diary 
in  1844,  "Oh,  for  the  good 
old  days  of  heavy 
post  coaches  and 
speed  at  the 
rate  of  6  miles 
per  hour!"  In 
Britain  people 
worried  that 
better  means  of 
transportation 
would  cause  a  deteri- 
oration in  horsemanship  and  threat- 
en the  national  character. 

In  those  days  change  moved  more 
slowly  than  it  does  today,  but  still, 
within  a  lifetime,  steam  power  trans- 
formed the  world.  What  the  steam 
engine  made  cheap  was  work,  in  the 
physicist's  sense  of  the  word. 
Before  steam,  that  kind  of 
work  could  be  performed 
only  by  humans,  animals, 
wind  or  moving  water. 
But  living  creatures 
cannot  be  effectively 
harnessed  together  in 
large  numbers,  and  to 
use  wind  or  moving 
water  meant  having  to 
go  where  they  could  be 
found.  Most  of  the  facto- 
ries of  earliest  industrial 
Britain  were  located  deep  in 
the  countryside,  for  that's 
where  the  wind  and  streams 
were  most  available.  By  the  time  the 
manufactured  goods  were  dragged  to 
the  cities  over  rutted  roads  by  horse 
or  oxen,  the  costs  were  prohibitive 
for  all  but  the  richest. 

Thomas  Newcomen  developed  the 
first  practical  steam  engine  in  1712. 
Large  and  ponderous,  cycling  several 


The  Coalbrookdale  iron 
foundries.  The  poet 
William  Blake  decried 
England's  "dark  Satanic 
mills."  Novelist  (and 
future  prime  minister) 
Benjamin  Disraeli 
coined  the  word  "mil- 
lionaire" to  describe 
one  of  the  by-products 
of  those  mills. 


times  a  minute,  it  was 
useful  chiefly  for  pump- 
ing water  out  of  mines. 
In  1769  James  Watt 
added  a  separate  con- 
denser, which  in- 
creased the  fuel  effi- 
ciency by  a  factor  of 
four.  Before,  a  steam 
engine  was  practical 
only  near  a  source  of 
wood  or  coal.  Now  you 
could  afford  to  put  a 
steam  engine  anywhere  and 
haul  the  fuel  to  it. 
In  1782  Watt  made  his  second 
major  contribution  to  the  steam 
engine,  a  means  of  converting  its  up- 
and-down  reciprocal  motion  into  a 
rotary  motion  that  could  turn  a  shaft. 
The  Industrial  Revolution,  already 
underway,  accelerated  sharply.  Less 
than  three  decades  after  the  rotary 


steam  engine,  William  Blake  was  writ- 
ing about  England's  "dark  Satanic 
mills." 

Yet  those  mills,  leveraging  British 
workers'  arms  and  legs,  were  making 
Britain  the  superpower  of  the  19th 
century.  Even  a  fit  person  can  pro- 
duce only  a  horsepower-hour  of  work 
per  day;  today,  a  laborer's  daily  wage 
can  buy  1,000  horsepower-hours  of 
steam-generated  electricity. 

We  complain  today  about  the  lack 
of  job  security.  It  was  the  same  in  the 
steam  era.  The  word  saboteur  comes 
from  the  French  word  sabot,  the 
wooden  shoe  that  laborers  wore. 
Their  handloom  jobs  threatened  by 
steam,  French  weavers,  so  the  folk- 
lore goes,  used  their  wooden  shoes  to 
smash  the  delicate  workings  of  the 
new  steam-powered  looms. 

Yet  the  new  power  created  wealth 
in  which,  sooner  or  later,  almost 
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Mancy  Yang,  Everett,  Washington. 


One  OF  THE  Ml 


OF  PEOPLE  WHO  COUNT 

ON  GTE  FOR  HELP. 

(Sometimes,  even  with  her  math  homework.) 


f  it  i 


It's  Amazing  What 
We  Can  Do  Together 


Miloslav  Ptacek  never  really  knew  an  entrepren 


And  he  shaves  in  a  hurry  these  days. 

The  pace  of  life  has  quickened  for  Mr.  Ptacek. 
As  the  owner  of  a  thriving  urban  demolition  and 
renewal  business  in  Prague,  he  hasn't  much  time 
for  anything  but  his  job. 


Which  is  more  than  okay  with  him.  Becau 
now  he's  making  all  his  decisions  himself.  One 
of  which  was  to  acquire  the  Caterpillar  equiprc 
he'd  seen  and  admired  at  expositions  but  couldi 
persuade  the  bureaucracy  to  choose  for  him. 


'ame  the  revolution— -along  with  a  Cat 
r  who  gave  him  credit — and  he  now  has 
tcavator  of  his  dreams.  Its  speed  and 
ency  has  cut  costs  to  the  point  where 
is  have  increased,  which  he  tells  us  he's 


plowed  back  into  the  business. 

Spoken  like  a  true  entrepreneur,  Mr.  Ptacek. 

CATERPILLAR 


if 


What's  a  calculator? 


The  evolution  of  calculating  machines  was 
driven  by  innovations  that  transformed  com- 
merce, war  and  science.  But  in  the  1800s  a 
calculator  meant  a  person,  not  a  machine: 
This  was  someone  hired,  usually  by  the  mili- 
tary, to  do  math.  And  usually  it  was  a  woman: 
It  was  presumed  women  would  have  more 
patience  for  the  tedium  than  men.  The  calcu- 
lator figured  out  how  the  trajectories  of 
artillery  shells  would  be  affected  by  things 
such  as  wind  and  heat.  Later,  between  the 
1850s  and  early  1900s,  calculators  computed  m 
actuarial  tables  for  life  insurance  companies. 
The  military  inspired  nonhuman  calculators  as  well: 
Decoding  devices  with  names  like  Purple  and  the  Colos- 
sus were  created  to  crack  enemy  codes  in  the  world  wars. 

Crafted  from  brass  and  steel,  one  of  the  earliest  adding 
machines  was  the  arithmometer,  first  made  in  France 
around  1820.  Columbia  University  President  Frederick 


Early  computers 
were  people,  too 


Barnard  bought  one  for  the  equivalent  of 
$168,  saying:  "That  this  toil  of  pure  intelli- 
gence— for  such  it  certainly  seems  to  be — can 
possibly  be  performed  by  an  unconscious 
machine  is  a  proposition  which  is  received  with 
incredulity."  What  followed  was  a  slew  of 
gizmos  with  proud  inventors'  names  or  techie 
titles:  Brunsviga,  Marchant,  pantograph  and 
comptometer — not  to  mention  the  most  dash- 
ing of  them  all,  the  Millionaire. 

One  of  the  first  electronic  digital  computers, 
the  Eniac,  employed  human  "computers"  to 
do  the  programming,  again  mainly  women, 
mostly  single.  This  vacuum-tubed  behemoth 
was  the  fastest  available  computer  in  1950.  But 
some  problems  took  time:  "The  joke  at  the  time,"  one 
computer  wrote,  "was  that  the  Eniac  could  make  a  24- 
hour  weather  forecast  in  25  hours."  Another  tough  prob- 
lem to  crack:  Finding  and  removing  the  moth  that  shut 
down  Eniac's  relay-driven  relative,  Mark  II.  The  process 
was  called  "debugging."  -Dolly  Setton  wm 


HANOINO  T 


everyone  shared.  In  1800  about 
85%  of  the  British  population 
lived  at  or  near  the  poverty  line, 
where  most  of  the  people  had 
always  lived.  A  century  later, 
less  than  a  third  of  the  British 
population  was  in  poverty. 
Before  the  Industrial  Revolu- 
tion human  population  tended  to 
rise  to  the  limit  of  food  production, 
ensuring  poverty  for  most.  But 
Thomas  Malthus,  writing  about  this 
phenomenon  in  the  first  decades  of 
the  19th  century,  failed  to  see  that 
the  solution  was  at  hand. 

Then  as  now  the  changes  led  to 
inequalities  of  wealth  and  income.  As 
early  as  1826  the  future  British  prime 
minister  Benjamin  Disraeli  coined 
the  word  "millionaire"  to  describe 
the  new  industrialists  and  the  for- 


tunes they  were  piling  up.  But  these 
new  fortunes  changed  the  political 
landscape  for  the  better.  Money,  of 
course,  is  easily  translated  into  polit- 
ical power,  and  by  1832  this  new 
class  had  become  powerful  enough 


Samuel  Morse 
and  the  telegraph; 
Georgia  melons  on 
the  way  to  northern 
markets.  Wire  and 
railroads  lowered 
the  cost  of  moving 
information  and 
food,  transforming 
society. 


John  Wilkinson  (1728-1808) 

Called  "Iron-mad  Jack"  (he  would  even 
be  buried  in  a  cast-iron  coffin  of  his 
own  design),  Wilkinson  used  an  early 
steam  engine  by  James  Watt  to  power 
the  bellows  at  his  foundry  in 
Coalbrookdale.  His  new  boring 
machine,  designed  to  improve  the 
manufacture  of  cannons,  proved  just 
what  Watt  needed  to  make  better-fit- 
ting cylinders  for  steam  engines.  The 
synergy  made  them  both  rich. 
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SJ  FIND  THE  GREAT  THING  IN  THIS  WORLD 
IS  NOT  SO  MUCH  WHERE  WE  STAND,  AS  IN  WHAT  DIRECTION  WE  ARE  MOVING.  -  Oliver  WenMHoWss,  Jr. 


T  A  HO  E 
1  IKE  A  ROCK 


REVOLUllQN 


Andrew  Carnegie  (1835-1919) 

When  the  Bessemer  converter  lowered 
the  price  of  steel,  Carnegie  left  rail- 
roading and  built  an  empire  in  metal. 
His  philosophy:  Be  the  low-cost  produc- 
er; plow  back  profits.  When  he 
retired  to  give  his  fortune  away, 
Carnegie  Steel  Corp.  outproduced 
the  entire  British  industry. 


to  force  a  massive  redistribution  of 
seats  in  the  British  Parliament.  Aris- 
tocrats were  heard  to  mutter:  "This 
damned  middle  class  will  be  the  ruin 
of  us  all."  They  were  right.  By  the 
turn  of  the  century  the  age-old 
monopoly  of  political  power  by  the 
land- owning  aristocracy  had  vanished 


from  the  industrialized  world.  Today 
nothing  but  snob  appeal,  and  less 
and  less  of  that,  remains  to  the  old 
nobility. 

Like  the  microchip  revolution,  the 
steam  revolution  was  not  a  one-time 
event.  It  set  in  progress  a  chain  of 
events  that  has  led  to  the  personal 
computer  and  will  end  only  God 
knows  when  or  where.  In  the  first 
decade  of  the  19th  century,  Richard 
Trevithick  in  England  and  Oliver 
Evans  in  the  United  States  improved 
on  Watt  with  the  high-pressure  steam 
engine,  far  more  powerful  per  unit  of 
weight  than  Watt's.  In  1829  the 
engineer  George  Stephenson  com- 
bined the  high-pressure  engine  with 
other  technologies  to  build  the  first 
practical  railroad. 

The  steam-powered  railroad 
changed  geography  and  history. 
When  grain  merchants  transported 
their  goods  by  horse  power,  they 
could  go  only  so  far  before  the  horse 
consumed  more  than  it  could  carry. 
"Two  generations  ago,"  the  econo- 
mist Arthur  Hadley  wrote  in  1886, 
"the  expense  of  cartage  was  such  that 
wheat  had  to  be  consumed  within 
200  miles  of  where  it  was  grown. 
Today  the  wheat  of  Dakota,  the 
wheat  of  Russia  and  the  wheat  of 
India  come  into  direct  competition. 
The  supply  at  Odessa  is  an  element  in 
determining  the  price  in  Chicago." 

Without  the  railroads  the  U.S. 
West  would  have  remained  a  sparsely 
populated  collection  of  subsistence 
farms.  Those  railroads  sucked  mil- 
lions of  European  peasants  into  the 
empty  spaces  of  the  U.S.  Railroads 
revolutionized  warfare  as  well,  and 
the  U.S.  Civil  War  was  the  first  great 


Cornelius  Vanderbilt  (1794-1877) 

The  greatest  U.S.  shipowner  by  the 
1840s,  Vanderbilt  moved  into  railroads 
in  1863,  when  nearly  70.  He  didn't 
build  railroads,  he  bought  them, 
combined  them  and  ran  them  superbly, 
to  the  great  benefit  of  the  public  and 
his  stockholders.  He  died  the  richest 
self-made  man  in  the  world. 


conflict  of  the  industrial  era,  prefig- 
uring the  desperate  global  struggles 
of  the  20th  century. 

The  steam  revolution  rolled  on. 
A  19th-century  invention — the 
dynamo — made  steam  power  im- 
mensely more  versatile  and  valuable. 
Henceforth,  electric  wires  could 
transport  the  energy  of  steam  while 
making  that  power  available  for 
new  purposes,  like  illumination  and 
communication. 

Other  changes  followed  in  the 
wake  of  the  powerful  steam  engine. 
In  the  1850s  the  Bessemer  converter 
greatly  lowered  the  cost  of  steel,  cre- 
ating a  continuing  demand  by  the 
railroads,  which  replaced  the  old  iron 
rails  with  vastly  superior  steel  ones. 


A  Ford  assembly 
plant,  1913,  and  a 
Cleveland  steel  mill, 
1930.  Industrial 
production,  with  its 
tedious  jobs  and 
pollution,  was  the 
measure  of  power 
by  the  early 
20th  century. 
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What  Could  Be  More  Rewarding  Than  Double 
HHonors  Points  For  Your  Hilton  Stays? 


A  Free  Night  After  Three  Stays. 


When  you  charge  your 


Double  Dip-  stays  at  participating  Hilton,  Conrad  International  and  Vista  hotels  with  an  American  Express* 
Card  between  June  2  and  August  31, 1997,  you'll  earn  double  Hilton  HHonors®  Base  points.  Plus,  you'll  earn  one 
free  weekend  night  after  every  three  Double  Dip  stays  during  the  same  period -up  to  three  free  nights.  Double 
Dipping®  means  you  earn  both  HHonors  points  and  airline  miles  for  the  same  qualifying  stay.  It's  one  more  way 
that  Hilton  HHonors  Worldwide  is  making  your  business  travel  even  more  rewarding.  For  reservations,  call  your 
professional  travel  agent,  or  for  reservations  and  HHonors  enrollment, 


do  more 


AMERICAN 
EXPRESS 


visit  HiltonNetSM  at  http://www.hilton.com  or  call  1-800-HILTONS. 


Cards 


Membership,  earning  and  redemption  of  points  are  subject  to  HHonors  Terms  and  Conditions.  Normal  rules  for  earning  HHonors  points 
and  airline  miles  apply.  Refer  to  your  HHonors  program  membership  materials  for  rate  and  other  restrictions.  Limit  three  free  nights 
with  this  offer.  Free  nights  are  subject  to  availability  and  include  room  rate  and  tax  only,  and  do  not  include  incidentals,  other  taxes 
or  gratuities.  Blackout  dates  apply.  A  "stay"  refers  to  the  total  period  of  consecutive  nights  at  the  same  hotel,  whether  or  not  a  guest 
checks  out  and  back  in  again  Members  will  be  notified  of  qualification  after  the  promotion  has  ended.  ©1997  Hilton  HHonors  Worldwide. 


HILTON 

HHONORS 

WORLDWIDE 


REVOLUTION 


^^■■^^ 
Howard  Hughes  (1905-76) 

His  father  made  a  fortune  in  oil,  but 
not  by  finding  it— he  invented  an  indis- 
pensable drill  bit  that  he  rented,  never 
sold,  to  oilmen.  The  younger  Hughes 
used  the  vast  profits  from  the  drill  bit 
to  invest  in  such  purely  20th-century 
industries  as  the  movies,  airlines  and 
aerospace.  Despite  a  management 
style  that  went  only  from  bad  to  worse, 
he  grew  richer  and  richer  as  his 
eccentricities  deepened. 


The  market  for  steel  rails,  in  turn, 
allowed  the  steel  companies  to  bene- 
fit from  economies  of  scale,  reducing 
the  price  of  steel  still  further  and 
making  it  available  for  many  more 
uses,  such  as  construction.  By  the 
turn  of  the  century  steel  production 
was  the  measure  of  national  econom- 
ic power. 

In  one  sense  the  microprocessor 
revolution  is  simply  a  continuation 
of  what  went  before.  By  the  middle 
of  the  20th  century,  less  than  200 
years  after  the  rotary  steam  engine, 
another  use  for  electricity  had 
begun:  to  store  information  and  do 
computations. 

Until  the  digital  computer  only 
human  beings  could  file  and  retrieve 
information  and  manipulate  it  to 
form  new  information.  Indeed,  until 
the  1940s  the  very  word  computer 
meant  a  person  who  could  calculate 
rapidly  and  accurately  and  was 
employed  to  do  so  (see  box,  p.  152). 
Like  the  Newcomen  engine,  the  first 
computers  were  very  limited  in  their 
applications.  Eniac,  which  began 
operations  in  1946,  used  thousands 
of  vacuum  tubes  that  needed  con- 
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stant  replacement  by  numerous  atten- 
dants. The  transistor,  invented  in 
1947,  made  it  possible  to  greatly 
shrink  a  computer's  size  and  power 
consumption  while  greatly  increasing 
its  reliability.  But  computers  them- 
selves remained  very  expensive  for  a 
simple  mathematical  reason.  The 
power  and  speed  of  the  machine 
depended  not  only  on  the  number  of 
transistors  but  also  on  the  number  of 
connections  between  them.  To  illus- 
trate simply,  2  dots  on  a  page  can  be 
connected  with  just  1  line,  3  dots 
require  3  lines,  while  6  dots  need  15 
lines  to  be  fully  interconnected.  The 
complexity  rises  with  the  square  of 
the  dot  count. 

The  integrated  circuit,  invented 
almost  simultaneously  in  1958  and 
1959  by  Texas  Instruments  and 
Fairchild  Semiconductor,  solved 
the  interconnection  problem.  In 
1971  Intel  squeezed  an  entire  2,300- 
transistor  processor  onto  a  single 
chip.  It  was  an  epochal  achievement. 
In  less  than  three  decades  Intel 
has  gone  from  nothing  to  become 
the  sixth  most  profitable  company 
in  the  U.S.,  with  a  market  value  of 
$120  billion.  Semiconductors  have 
created  something  like  $1  trillion  of 
wealth  visible  in  the  market  values  of 
electronics,  communications,  com- 
puter and  software  firms,  and  it  is  safe 
to  say  that  they  have  added  several 
times  that  to  the  national  wealth  in 


The  vacuum-tube 
Eniac  and  a  transistor. 
Eniac  took  up  a  large 
room.  The  transistor 
shrank  the  computer  to 
the  size  of  a  desk.  The 
microprocessor  would 
shrink  it  to  the  size  of  a 
postage  stamp. 


LOOKS  LIKE  A  SERVICE  STATION. 
WORKS  LIKE  A  SPACE  STATION. 


ie  Shell  Smart  PumpSM  is  not  science  fiction.  It's  a  futuristic 
ay  to  fuel  your  car  that's  being  tested  now  at  a  Shell  station 
ar  Sacramento,  California.  You  turn  in  and  drive  up  to  the 
ectronic  panel.  Without  ever  leaving  the  driver's  seat  you 
/ipe  your  credit  card  and  select  your  grade  of  gasoline, 
fell's  Smart  Pump  scans  the  sensor  on  your  windshield  and 
>ur  car  is  immediately  recognized.  The  robotic  arm  opens 


your  fuel  door,  inserts  a  nozzle  and  fuels  your  car.  You're  on 
your  way  in  minutes.  The  Shell  Smart  Pump  is  just  one  of  the 
innovative  technologies  that  we  are  working  on  to  make  the 
time  you  spend  in  our  service  stations  quicker  and  easier. 
Check  us  out  on  the  Internet  at  www.shellus.com 

W  MOVING  AT  THE  SPEED  OF  LIFE." 


At  your  age, 
with  your  high  cholesterol, 
what's  your  risk 
of  a  first  heart  attack? 


If  you  have  high  cholesterol,  figure  your  risk  of  a  first  heart  attack. 

Fill  in  your  points  for  each  risk  factor. 


Age:  Mea 

Opts.  Less  than  35    2pts.  40  to 48    4pts.  54+ 
lpt.    35  to  39  3pts.  49  to  53 

II  Age:  Women 

Opts.  Less  than 42    2pts.  45  to 54    4pts.  74+ 

1  pt.    42  to  44  3  pts.  55  to  73 

j^J  Family  History: 

2  pts.  My  family  has  a  history  of  heart  disease  or  heart 

attacks  before  the  age  of  60 

Inactive  Lifestyle: 

1  pt.    I  rarely  exercise  or  do  anything  physically 
demanding 

Q  Weight 

1  pt.    I'm  more  than  20  lbs.  over  my  ideal  weight 
J  Smoking: 

1  pt.    I'm  a  smoker 

Diabetic: 

1  pt.    Male  Diabetic 

2  pts.  Female  Diabetic 

Total  Points 


□ 


□ 


□ 


Total  Cholesterol  Level: 

Opts.  Less  than  240  mg/dL 

1  pt.    240  to  315  mg/dL 

2  pts.  More  than  315  mg/dL 

HDL  Level  (good  cholesterol): 

Opts.  39 to 59 mg/dL 

1  pt.    30  to  38  mg/dL 

2  pts.  Under  30  mg/dL 
-1  pt.   Over  60  mg/dL 

Blood  Pressure: 

I  don't  take  blood  pressure  medication;  my  blood 
pressure  is: 

{Use  your  top  or  higher  blood  pressure  number) 
Opts.  Less  than  140  mmHg 

1  pt.    140  to  170  mmHg 

2  pts.  Greater  than  170  mmHg 
(or) 

1  pt.    I  am  currently  taking  blood 
pressure  medication 


□ 


If  you  scored  4  points  or  more,  you  could  be  at  above  average  risk  of  a  first  heart  attack 
compared  to  the  general  adult  population.  The  more  points  you  score,  the  greater  your  risk. 


If  you  have  already  had  a  heart  attack  or  have  heart  disease,  your  heart  attack  risk 
is  significantly  higher.  Only  your  doctor  can  evaluate  your  risk  and  recommend 
treatment  plans  to  reduce  your  risk.  If  you  don't  know  your  cholesterol  level  or 
blood  pressure,  ask  your  doctor  if  your  levels  should  be  checked. 

Provided  as  an  educational  service  from  Bristol-Myers  Squibb  Company. 
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Fighting  Heart  Disease 
and  Stroke 


Pravachol,  ir.  combination  with  diet,  is 
proven  to  reduce  the  risk  of  a  first  heart 
attack,  reduce  the  ;h  from 

heart  disease,  and  redi         ticed  for 
surgery  to  clear  blocker 


arteries  (such  as  bypass  or  angioplasty) 
based  on  a  landmark  study  including 
over  6,500  males  with  high  cholesterol 
and  no  evidence  of  heart  disease. 
Because  Pravachol  is  a  prescription 


drug,  you  should  ask  your  doctor  or 
healthcare  professional  if  Pravachol  is 
right  for  you.  Some  mild  side  effects, 
such  as  slight  rash  or  stomach  upset, 
occur  in  about  2-4%  of  patients. 


PWCHOC 

Proven  to  help  prevent 
first  heart  attacks  in  people 
with  high  cholesterol. 


'ravachol  is  the  only  cholesterol- 
owering  drug  of  its  kind  proven  to 
lelp  prevent  first  heart  attacks.  And  the 

>rim  fact  is,  up  to  33%  of  people  do  not 
urvive  their  first  heart  attack.  Improving 
four  diet  and  exercise  is  an  important 
irst  step,  but  may  not  be  enough.  So  ask 


your  doctor  about  Pravachol.  It  helps 
reduce  the  risk  of  a  first  heart  attack 
and  the  need  for  surgery  to  clear  blocked 
coronary  arteries.  Pravachol  has  been 
prescribed  by  doctors  for  millions  of  men 
and  women  worldwide.  It  could  help  you 
live  a  longer,  healthier  life. 


\sk  your  doctor  if  PRAVACHOL  is  right  for  you.  Or  call 
-800-PRE  VENT  for  information  on  first  heart  attack  prevention 
icluding  a  free  brochure  from  the  American  Heart  Association, 
t's  all  provided  by  Bristol-Myers  Squibb. 


isit  our  Web  site  at  www.pravachol.com 

ravachol  should  not  be  taken  by 
'omen  who  are  pregnant  or  nursing, 
eople  who  are  allergic  to  any  of  its 
lgredients  or  by  anyone  with  liver 
isease.  Your  doctor  may  perform  simple 


PB»CHOL 

pravastatin  sodium  tablets 


Proven  to  help  prevent 
first  heart  attacks. 


blood  tests  to  check  your  liver  function 
before  and  during  treatment  with 
Pravachol.  Muscle  pain  or  weakness 
could  be  a  sign  of  a  rare  but  serious  side 
effect  and  should  be  reported  to  your 


doctor  right  away.  Be  sure  your  doctor 
knows  about  other  medications  you  may 
be  taking  in  order  to  avoid  any  possible 
serious  drug  interactions.  Please  see 
important  information  on  the  next  page. 


PRAVACHOL® 

Pravastatin  Sodium  Tablets 

CONTRAINDICATIONS:  Hypersensitivity  to  any  component  ot  this  medication.  Active  liver  disease  or 
unexplained,  persistent  elevations  in  liver  function  tests  (see  WARNINGS).  Pregnancy  and  lactation. 
Atherosclerosis  is  a  chronic  process  and  discontinuation  of  lipid-lowering  drugs  during  pregnancy  should 
have  little  impact  on  the  outcome  of  long-term  therapy  of  primary  hypercholesterolemia.  Cholesterol  and 
other  products  of  cholesterol  biosynthesis  are  essential  components  for  fetal  development  (including 
synthesis  of  steroids  and  cell  membranes).  Since  HMG-CoA  reductase  inhibitors  decrease  cholesterol 
synthesis  and  possibly  the  synthesis  of  other  biologically  active  substances  derived  from  cholesterol,  they 
may  cause  fetal  harm  when  administered  to  pregnant  women.  Therefore,  HMG-CoA  reductase  inhibitors  are 
contraindicated  during  pregnancy  and  in  nursing  mothers  Pravastatin  should  be  administered  to  women 
of  childbearing  age  only  when  such  patients  are  highly  unlikely  to  conceive  and  have  been  informed 
of  the  potential  hazards.  If  the  patient  becomes  pregnant  while  taking  this  class  of  drug,  therapy  should  be 
discontinued  and  the  patient  apprised  of  the  potential  hazard  to  the  fetus.  WARNINGS:  Liver  Enzymes  — 
HMG-CoA  reductase  inhibitors,  like  some  other  lipid-lowering  therapies,  have  been  associated  with 
biochemical  abnormalities  of  liver  function.  Increases  of  serum  transaminase  (ALT,  AST)  values  to  more  than 
3  times  the  upper  limit  of  normal  occurring  on  2  or  more  (not  necessarily  seguential)  occasions  have  been 
reported  in  1.3%  of  patients  treated  with  pravastatin  in  the  US  over  an  average  period  of  18  months.  These 
abnormalities  were  not  associated  with  cholestasis  and  did  not  appear  to  be  related  to  treatment  duration. 
In  those  patients  in  whom  these  abnormalities  were  believed  to  be  related  to  pravastatin  and  who  were 
discontinued  from  therapy,  the  transaminase  levels  usually  fell  slowly  to  pretreatment  levels.  These 
biochemical  findings  are  usually  asymptomatic  although  worldwide  experience  indicates  that  anorexia, 
weakness,  and/or  abdominal  pain  may  also  be  present  in  rare  patients.  It  is  recommended  that  liver 
function  tests  be  performed  before  the  initiation  of  treatment,  at  6  and  12  weeks  after  initiation  of 
therapy  or  elevation  in  dose,  and  periodically  thereafter  (e.g.,  semiannually).  Patients  who  develop 
increased  transaminase  levels  should  be  monitored  with  a  second  liver  function  evaluation  to  confirm  the 
finding  and  be  followed  thereafter  with  frequent  liver  function  tests  until  the  abnormality(ies)  return  to  normal. 
Should  an  increase  in  AST  or  ALT  of  three  times  the  upper  limit  of  normal  or  greater  persist,  withdrawal  of 
pravastatin  therapy  is  recommended.  Active  liver  disease  or  unexplained  transaminase  elevations  are 
contraindications  to  the  use  of  pravastatin  (see  CONTRAINDICATIONS).  Caution  should  be  exercised  when 
pravastatin  is  administered  to  patients  with  a  history  of  liver  disease  or  heavy  alcohol  ingestion  (see 
CLINICAL  PHARMACOLOGY:  Pharmacokinetics/Metabolism)  Such  patients  should  be  closely  monitored, 
started  at  the  lower  end  of  the  recommended  dosing  range,  and  titrated  to  the  desired  therapeutic  effect. 
Skeletal  Muscle  —  Rare  cases  of  rhabdomyolysis  with  acute  renal  failure  secondary  to 
myoglobinuria  have  been  reported  with  pravastatin  and  other  drugs  in  this  class.  Uncomplicated 
myalgia  has  also  been  reported  in  pravastatin-treated  patients  (see  ADVERSE  REACTIONS).  Myopathy, 
defined  as  muscle  aching  or  muscle  weakness  in  conjunction  with  increases  in  creatine  phosphokinase  (CPK) 
values  to  greater  than  10  times  the  upper  normal  limit,  was  rare  (<  0.1%)  in  pravastatin  clinical  trials. 
Myopathy  should  be  considered  in  any  patient  with  diffuse  myalgias,  muscle  tenderness  or  weakness,  and/or 
marked  elevation  of  CPK.  Patients  should  be  advised  to  report  promptly  unexplained  muscle  pain,  tenderness 
or  weakness,  particularly  if  accompanied  by  malaise  or  fever.  Pravastatin  therapy  should  be  discontinued 
if  markedly  elevated  CPK  levels  occur  or  myopathy  is  diagnosed  or  suspected.  Pravastatin  therapy 
should  also  be  temporarily  withheld  in  any  patient  experiencing  an  acute  or  serious  condition 

Rredisposing  to  the  development  of  renal  failure  secondary  to  rhabdomyolysis,  e.g.,  sepsis; 
ypotension;  major  surgery;  trauma;  severe  metabolic,  endocrine,  or  electrolyte  disorders;  or 
uncontrolled  epilepsy.  The  risk  of  myopathy  during  treatment  with  another  HMG-CoA  reductase  inhibitor  is 
increased  with  concurrent  therapy  with  either  erythromycin,  cyclosporine,  niacin,  or  fibrates.  However,  neither 
myopathy  nor  significant  increases  in  CPK  levels  have  been  observed  in  three  reports  involving  a  total  of  100 
post-transplant  patients  (24  renal  and  76  cardiac)  treated  for  up  to  two  years  concurrently  with  pravastatin 
10-40  mg  and  cyclosporine.  Some  of  these  patients  also  received  other  concomitant  immunosuppressive 
therapies.  In  one  single-dose  study,  pravastatin  levels  were  found  to  be  increased  in  cardiac  transplant 
patients  receiving  cyclosporine.  Further,  in  clinical  trials  involving  small  numbers  of  patients  who  were  treated 
concurrently  with  pravastatin  and  niacin,  there  were  no  reports  of  myopathy.  Also,  myopathy  was  not  reported 
in  a  trial  of  combination  pravastatin  (40  mg/day)  and  gemfibrozil  (1200  mg/day),  although  4  of  75  patients 
on  the  combination  showed  marked  CPK  elevations  versus  one  of  73  patients  receiving  placebo.  There  was 
a  trend  toward  more  frequent  CPK  elevations  and  patient  withdrawals  due  to  musculoskeletal  symptoms  in 
the  group  receiving  combined  treatment  as  compared  with  the  groups  receiving  placebo,  gemfibrozil,  or 
pravastatin  monotherapy  (see  PRECAUTIONS:  Drug  Interactions)  The  use  of  fibrates  alone  may 
occasionally  be  associated  with  myopathy.  The  combined  use  of  pravastatin  and  fibrates  should  be 
avoided  unless  the  benefit  of  further  alterations  in  lipid  levels  is  likely  to  outweigh  the  increased  risk 
of  this  drug  combination.  PRECAUTIONS:  General  —  Pravastatin  may  elevate  creatinine  phosphokinase 
and  transaminase  levels  (see  ADVERSE  REACTIONS).  This  should  be  considered  in  the  differential  diagnosis 
of  chest  pain  in  a  patient  on  therapy  with  pravastatin.  Homozygous  Familial  Hypercholesterolemia. 
Pravastatin  has  not  been  evaluated  in  patients  with  rare  homozygous  familial  hypercholesterolemia.  In  this 
group  of  patients,  it  has  been  repoited  that  HMG-CoA  reductase  inhibitors  are  less  effective  because  the 
patients  lack  functional  LDL  receptors.  Renal  Insufficiency  A  single  20  mg  oral  dose  of  pravastatin  was 
administered  to  24  patients  with  varying  degrees  of  renal  impairment  (as  determined  by  creatinine 
clearance).  No  effect  was  observed  on  the  pharmacokinetics  of  pravastatin  or  its  3a-hydroxy  isomeric 
metabolite  (SO  31.906).  A  small  increase  was  seen  in  mean  AUC  values  and  half-life  (t'/z)  for  the  inactive 
enzymatic  ring  hydroxylation  metabolite  (SO  31 ,945).  Given  this  small  sample  size,  the  dosage  administered, 
and  the  degree  of  individual  variability,  patients  with  renal  impairment  who  are  receiving  pravastatin  should 
be  closely  monitored.  Information  tor  Patients  —  Patients  should  be  advised  to  report  promptly 
unexplained  muscle  pain,  tenderness  or  weakness,  particularly  if  accompanied  by  malaise  or  fever.  Drug 
Interactions  —  Immunosuppressive  Drugs,  Gemfibrozil.  Niacin  (Nicotinic  Acid).  Erythromycin:  See 
WARNINGS:  Skeletal  Muscle  Antipynne  Since  concomitant  administration  of  pravastatin  had  no  effect  on 
the  clearance  of  antipyrine,  interactions  with  other  drugs  metabolized  via  the  same  hepatic  cytochrome 
isozymes  are  not  expected.  Cholestyramine/Colestipol:  Concomitant  administration  resulted  in  an 
approximately  40  to  50%  decrease  in  the  mean  AUC  of  pravastatin.  However,  when  pravastatin  was 
administered  1  hour  before  or  4  hours  after  cholestyramine  or  1  hour  before  colestipol  and  a  standard  meal, 
there  was  no  clinically  significant  decrease  in  bioavailability  or  therapeutic  effect.  (See  DOSAGE  AND 
ADMINISTRATION:  Concomitant  Therapy  I  Warfarin  In  a  study  involving  10  healthy  male  subjects  given 
pravastatin  and  warfarin  concomitantly  for  6  days,  bioavailability  parameters  at  steady  state  for  pravastatin 
(parent  compound)  were  not  altered.  Pravastatin  did  not  alter  the  plasma  protein-binding  of  warfarin. 
Concomitant  dosing  did  increase  the  AUC  and  Cmax  of  warfarin  but  did  not  produce  any  changes  in  its 
anticoagulant  action  (i.e.,  no  increase  was  seen  in  mean  prothrombin  time  after  6  days  of  concomitant 
therapy).  However,  bleeding  and  extreme  prolongation  of  prothrombin  time  has  been  reported  with  another 
drug  in  this  class.  Patients  receiving  warfarin-type  anticoagulants  should  have  their  prothrombin  times 
closely  monitored  when  pravastatin  is  initiated  or  the  dosage  of  pravastatin  is  changed.  Cimetidme.  The  AUC" 
12  nr  for  pravastatin  when  given  with  cimetidine  was  not  significantly  different  from  the  AUC  for  pravastatin 
when  given  alone.  A  significant  difference  was  observed  between  the  AUC  s  for  pravastatin  when  given  with 
cimetidine  compared  to  when  administered  with  antacid.  Digoxin:  In  a  crossover  trial  involving  18  healthy 
male  subjects  given  pravastatin  and  digoxin  concurrently  for  9  days,  the  bioavailability  parameters  of  digoxin 
were  not  affected.  The  AUC  of  pravastatin  tended  to  increase,  but  the  overall  bioavailability  of  pravastatin  plus 
its  metabolites  SO.  31 .906  and  SO.  31 ,945  was  not  altered.  Cyclosporine:  Some  investigators  have  measured 
cyclosporine  levels  in  patients  on  pravastatin,  and  to  date,  these  results  indicate  no  clinically  meaningful 
elevations  in  cyclosporine  levels.  In  one  single-dose  study,  pravastatin  levels  were  found  to  be  increased  in 
cardiac  transplant  patients  receiving  cyclosporine.  Gemfibrozil:  In  a  crossover  study  in  20  healthy  male 
volunteers  given  concomitant  single  doses  of  pravastatin  and  gemfibrozil,  there  was  a  significant  decrease 
in  urinary  excretion  and  protein  binding  of  pravastatin.  In  addition,  there  was  a  significant  increase  in  AUC, 
Cmax,  and  Tmax  for  the  pravastatin  metabolite  SO.  31,906.  Combination  therapy  with  pravastatin  and 
gemfibrozil  is  generally  not  recommended.  In  interaction  studies  with  aspirin,  antacids  (1  hour  prior  to 
PRAVACHOL),  cimetidine,  nicotinic  acid,  or  probucol.  no  statistically  significant  differences  in  bioavailability 
were  seen  when  PRAVACHOL  (pravastatin  sodium)  was  administered.  Other  Drugs:  During  clinical  trials,  no 
noticeable  drug  interactions  were  reported  when  PRAVACHOL  was  added  to:  diuretics,  antihypertensives, 
digitalis,  ACE  inhibitors,  calcium  channel  blockers,  beta-blockers,  or  nitroglycerin.  Endocrine  Function  — 
HMG-CoA  reductase  inhibitors  interfere  with  cholesterol  synthesis  and  lower  circulating  cholesterol  levels 
and,  as  such,  might  theoretically  blunt  adrenal  or  gonadal  steroid  hormone  production.  Results  of  clinical 
trials  with  pravastatin  in  males  and  post-menopausal  females  were  inconsistent  with  regard  to  possible 
effects  of  the  drug  on  basal  steroid  hormone  levels.  In  a  study  of  21  males,  the  mean  testosterone  response 
to  human  chorionic  gonadotropin  was  significantly  reduced  (p<  0.004)  after  16  weeks  of  treatment  with  40 
mg  of  pravastatin.  However,  the  percentage  of  patients  showing  a  >  50%  rise  in  plasma  testosterone  after 
human  chorionic  gonadotropin  stimulation  did  not  change  significantly  after  therapy  in  these  patients.  The 
effects  of  HMG-CoA  reductase  inhibitors  on  spermatogenesis  and  fertility  have  not  been  studied  in  adequate 
numbers  of  patients.  The  effects,  if  any,  of  pravastatin  on  the  pituitary-gonadal  axis  in  pre-menopausal 
females  are  unknown  Patients  treated  with  pravastatin  who  display  clinical  evidence  of  endocrine 
dysfunction  should  be  evaluated  appropriately.  Caution  should  also  be  exercised  if  an  HMG-CoA  reductase 
inhibitor  or  other  agent  used  to  lower  cholesterol  levels  is  administered  to  patients  also  receiving  other  drugs 
(e.g.,  ketoconazole,  spironolactone,  cimetidine)  that  may  diminish  the  levels  or  activity  of  steroid  hormones. 
CNS  Toxicity  —  CNS  vascular  lesions,  characterized  by  perivascular  hemorrhage  and  edema  and 
mononuclear  cell  infiltration  of  perivascular  spaces,  were  seen  in  dogs  treated  with  pravastatin  at  a  dose  of 
25  mg/kg/day,  a  dose  that  produced  a  plasma  drug  level  about  50  times  higher  than  the  mean  drug  level  in 
humans  taking  40  mg/day.  Similar  CNS  vascular  lesions  have  been  observed  with  several  other  drugs  in  this 
class.  A  chemically  similar  drug  in  this  class  produced  optic  nerve  degeneration  (Wallerian  degeneration  of 
retinogeniculate  fibers)  in  clinically  normal  dogs  in  a  dose-dependent  fashion  starting  at  60  mg/kg/day,  a 
dose  that  produced  mean  plasma  drug  levels  about  30  times  higher  than  the  mean  drug  level  in  humans 
taking  the  highest  recommended  dose  (as  measured  by  total  enzyme  inhibitory  activity).  This  same  drug  also 
produced  vestibulocochlear  Wallerian-like  degeneration  and  retinal  ganglion  cell  chromatolysis  in  dogs 
treated  for  14  weeks  at  180  mg/kg/day,  a  dose  which  resulted  in  a  mean  plasma  drug  level  similar  to  that 


seen  with  the  60  mg/kg/day  dose.  Carcinogenesis,  Mutagenesis,  Impairment  of  Fertility  —  In  a  2-year 
study  in  rats  fed  pravastatin  at  doses  of  10, 30,  or  100  mg/kg  body  weight,  there  was  an  increased  incidence 
of  hepatocellular  carcinomas  in  males  at  the  highest  dose  (p  <  0.01).  Although  rats  were  given  up  to  125 
times  the  human  dose  (HD)  on  a  mg/kg  body  weight  basis,  serum  drug  levels  were  only  6  to  10  times  higher 
than  those  measured  in  humans  given  40  mg  pravastatin  as  measured  by  AUC.  The  oral  administration  of  10, 
30,  or  100  mg/kg  (producing  plasma  drug  levels  approximately  0.5  to  5.0  times  the  human  drug  levels  at  40 
mg)  of  pravastatin  to  mice  tor  22  months  resulted  in  a  statistically  significant  increase  in  the  incidence  of 
malignant  lymphomas  in  treated  females  when  all  treatment  groups  were  pooled  and  compared  to  controls 
(p  <  0.05).  The  incidence  was  not  dose-related  and  male  mice  were  not  affected.  A  chemically  similar  drug 
in  this  class  was  administered  to  mice  for  72  weeks  at  25, 100,  and  400  mg/kg  body  weight  which  resulted 
in  mean  serum  drug  levels  approximately  3, 1 5,  and  33  times  higher  than  the  mean  human  serum  drug 
concentration  (as  total  inhibitory  activity)  after  a  40  mg  oral  dose.  Liver  carcinomas  were  significantly 
increased  in  high-dose  females  and  mid-  and  high-dose  males,  with  a  maximum  incidence  of  90  percent  in 
males.  The  incidence  of  adenomas  of  the  liver  was  significantly  increased  in  mid-  and  high-dose  females. 
Drug  treatment  also  significantly  increased  the  incidence  of  lung  adenomas  in  mid-  and  high-dose  males  and 
females.  Adenomas  of  the  eye  Harderian  gland  (a  gland  of  the  eye  of  rodents)  were  significantly  higher  in 
high-dose  mice  than  in  controls  No  evidence  of  mutagenicity  was  observed  in  vitro,  with  or  without  rat-liver 
metabolic  activation,  in  the  following  studies:  microbial  mutagen  tests,  using  mutant  strains  of  Salmonella 
typhimurium  or  Escherichia  colt,  a  forward  mutation  assay  in  L5178Y  TK  +/-  mouse  lymphoma  cells;  a 
chromosomal  aberration  test  in  hamster  cells;  and  a  gene  conversion  assay  using  Saccharomyces  cerevisiae. 
In  addition,  there  was  no  evidence  of  mutagenicity  in  either  a  dominant  lethal  test  in  mice  or  a  micronucleus 
test  in  mice.  In  a  study  in  rats,  with  daily  doses  up  to  500  mg/kg,  pravastatin  did  not  produce  any  adverse 
effects  on  fertility  or  general  reproductive  performance.  However,  in  a  study  with  another  HMG-CoA  reductase 
inhibitor,  there  was  decreased  fertility  in  male  rats  treated  for  34  weeks  at  25  mg/kg  body  weight  although 
this  effect  was  not  observed  in  a  subsequent  fertility  study  when  this  same  dose  was  administered  for  11 
weeks  (the  entire  cycle  of  spermatogenesis,  including  epididymal  maturation).  In  rats  treated  with  this  same 
reductase  inhibitor  at  180  mg/kg/day,  seminiferous  tubule  degeneration  (necrosis  and  loss  of  spermatogenic 
epithelium)  was  observed.  Although  not  seen  with  pravastatin,  two  similar  drugs  in  this  class  caused  drug- 
related  testicular  atrophy,  decreased  spermatogenesis,  spermatocyte  degeneration,  and  giant  cell  formation 
in  dogs.  The  clinical  significance  of  these  findings  is  unclear.  Pregnancy:  Pregnancy  Category  X.  —  See 
CONTRAINDICATIONS  Safety  in  pregnant  women  has  not  been  established.  Pravastabn  was  not  teratogenic 
in  rats  at  doses  up  to  1000  mg/kg  daily  or  in  rabbits  at  doses  of  up  to  50  mg/kg  daily.  These  doses  resulted 
in  20x  (rabbit)  or  240x  (rat)  the  human  exposure  based  on  surface  area  (mg/meter7).  However,  in  studies  with 
another  HMG-CoA  reductase  inhibitor,  skeletal  malformations  were  observed  in  rats  and  mice.  There  has 
been  one  report  of  severe  congenital  bony  deformity,  tracheo-esophaqeal  fistula,  and  anal  atresia  (Vatei 
association)  in  a  baby  born  to  a  woman  who  took  another  HMG-CoA  reductase  inhibitor  with 
dextroamphetamine  sulfate  during  the  first  trimester  of  pregnancy.  PRAVACHOL  (pravastatin  sodium)  should 
be  administered  to  women  of  child-bearing  potential  only  when  such  patients  are  highly  unlikely  to  conceive 
and  have  been  informed  of  the  potential  hazards.  If  the  woman  becomes  pregnant  while  taking  PRAVACHOL 
(pravastatin  sodium),  it  should  be  discontinued  and  the  patient  advised  again  as  to  the  potential  hazards  to 
the  fetus.  Nursing  Mothers  —  A  small  amount  of  pravastatin  is  excreted  in  human  breast  milk.  Because  ol 
the  potential  for  serious  adverse  reactions  in  nursing  infants,  women  taking  PRAVACHOL  should  not  nurse 
(see  CONTRAINDICATIONS)  Pediatric  Use  —  Safety  and  effectiveness  in  individuals  less  than  18  years  old 
have  not  been  established  Hence,  treatment  in  patients  less  than  18  years  old  is  not  recommended  at  this 
time  ADVERSE  REACTIONS:  Pravastatin  is  generally  well  tolerated;  adverse  reactions  have  usually  been 
mild  and  transient.  In  4-month  long  placebo-controlled  trials,  1 .7%  of  pravastatin-treated  patients  and  1 .2% 
of  placebo-treated  patients  were  discontinued  from  treatment  because  of  adverse  experiences  attributed  to 
study  drug  therapy;  this  difference  was  not  statistically  significant.  In  long-term  studies,  the  most  common 
reasons  for  discontinuation  were  asymptomatic  serum  transaminase  increases  and  mild,  non-specific 
gastrointestinal  complaints.  During  clinical  trials  the  overall  incidence  ot  adverse  events  in  the  elderly  was 
not  different  from  tbe  incidence  observed  in  younger  patients.  Adverse  Clinical  Events  —  All  adverse 
clinical  events  (regardless  of  attribution)  reported  in  more  than  2%  of  pravastatin-treated  patients  in  the 
placebo-controlled  trials  are  identified  in  the  table  below;  also  shown  are  the  percentages  of  patients  in 
whom  these  medical  events  were  believed  to  be  related  or  possibly  related  to  the  drug: 


All  Events 


Events  Attributed 
to  Study  Drug 


Body  System/Event 

Pravastatin 

Placebo 

Pravastatin 

Placebo 

(N  =  900) 

(N  =  411) 

(N  =  900) 

,NV,1, 

% 

% 

% 

Cardiovascular 

Cardiac  Chest  Pain 

4.0 

3.4 

0.1 

0.0 

Dermatologic  Rash 

4.0* 

1.1 

1.3 

0.9 

Gastrointestinal 

Nausea/Vomiting 

7.3 

7.1 

2.9 

3.4 

Diarrhea 

6.2 

5.6 

2.0 

1.9 

Abdominal  Pain 

5.4 

6.9 

2.0 

3.9 

Constipation 

4.0 

7.1 

2.4 

5.1 

Flatulence 

3.3 

3.6 

2.7 

3.4 

Heartburn 

2.9 

1.9 

2.0 

0.7 

General 

Fatigue 

3.8 

3.4 

1.9 

1.0 

Chest  Pain 

3.7 

1.9 

0.3 

0.2 

Influenza 

24* 

0.7 

0.0 

0.0 

Musculoskeletal 

Localized  Pain 

10.0 

9.0 

1.4 

1.5 

Myalgia 

2.7 

1.0 

0.6 

0.0 

Nervous  System 

Headache 

6.2 

3.9 

1.7" 

0.2 

Dizziness 

3.3 

3.2 

1.0 

0.5 

Renal/Genitourinary 

2.9 

Urinary  Abnormality 

2.4 

0.7 

1.2 

Respiratory 

6.3 

Common  Cold 

7.0 

0.0 

0.0 

Rhinitis 

4.0 

4.1 

0.1 

0.0 

Cough 

2.6 

1.7 

0.1 

0.0 

"Statistically  significantly  different  from  placebo. 

In  the  Pravastatin  Primary  Prevention  Study  (West  of  Scotland  Coronary  Prevention  Study)  (see  CLINICAI 
PHARMACOLOGY:  Clinical  Studies)  involving  6595  patients  treated  with  PRAVACHOL  (pravastatin  sodium 
(N  =  3302)  or  placebo  (n  =  3293)  the  adverse  event  profile  in  the  pravastatin  group  was  comparable  to  tha 
of  the  placebo  group  over  the  median  4.8  years  of  the  study.  The  following  effects  have  been  reported  witJ 
drugs  in  this  class;  not  all  the  effects  listed  below  have  necessarily  been  associated  with  pravastatin  therapy 
Skeletal:  myopathy,  rhabdomyolysis,  arthralgia  Neurological:  dysfunction  of  certain  cranial  nerves  (including 
alteration  of  taste,  impairment  of  extra-ocular  movement,  facial  paresis),  tremor,  vertigo,  memory  loss 
paresthesia,  peripheral  neuropathy,  peripheral  nerve  palsy,  anxiety,  insomnia,  depression.  Hypersensitvit 
Reactions:  An  apparent  hypersensitivity  syndrome  has  been  reported  rarely  which  has  included  one  or  mori 
of  the  following  features:  anaphylaxis,  angioedema,  lupus  erythematous-like  syndrome,  polymyalgii 
rheumatica,  dermatomyosrtis,  vasculitis,  purpura,  thrombocytopenia,  leukopenia,  hemolytic  anemia,  positjvi 
ANA,  ESR  increase,  eosinophilia,  arthritis,  arthralgia,  urticaria,  asthenia,  photosensitivity,  fever,  chills,  flushing 
malaise,  dyspnea,  toxic  epidermal  necrolysis,  erythema  multiforme,  including  Stevens- Johnson  syndrome 
Gastrointestinal:  pancreatitis,  hepatitis,  including  chronic  active  hepatitis,  cholestatic  jaundice,  fatty  change 
in  liver,  and,  rarely,  cirrhosis,  fulminant  hepatic  necrosis,  and  hepatoma;  anorexia,  vomiting.  Skin:  alopecia 
pruritus.  A  variety  of  skin  changes  (e.g.,  nodules,  discoloration,  dryness  of  skin/mucous  membranes,  changei 
to  hair/nails)  have  been  reported.  Reproductive:  gynecomastia,  loss  of  libido,  erectile  dysfunction.  En 
progression  of  cataracts  (lens  opacities),  ophthalmoplegia.  Laboratory  Abnormalities,  elevate 
transaminases,  alkaline  phosphatase,  and  bilirubin;  thyroid  function  abnormalities.  Laboratory  Tes 
Abnormalities  —  Increases  in  serum  transaminase  (ALT,  AST)  values  and  CPK  have  been  observed  (sei 
WARNINGS)  Transient,  asymptomatic  eosinophilia  has  been  reported.  Eosinophil  counts  usually  returned  t 
normal  despite  continued  therapy  Anemia,  thrombocytopenia,  and  leukopenia  have  been  reported  with  HMG 
CoA  reductase  inhibitors  Concomitant  Therapy  —  Pravastatin  has  been  administered  concurrently  wit 
cholestyramine,  colestipol,  nicotinic  acid,  probucol  and  gemfibrozil.  Preliminary  data  suggest  that  the  additio 
of  either  probucol  or  gemfibrozil  to  therapy  with  lovastatin  or  pravastatin  is  not  associated  with  greate 
reduction  in  LDL-cholesterol  than  that  achieved  with  lovastatin  or  pravastatin  alone  No  adverse  reaction 
unique  to  the  combination  or  in  addition  to  those  previously  reported  for  each  drug  alone  have  been  reporter: 
Myopathy  and  rhabdomyolysis  (with  or  without  acute  renal  failure)  have  been  reported  when  another  HMG 
CoA  reductase  inhibitor  was  used  in  combination  with  immunosuppressive  drugs,  gemfibrozil,  erythromycii 
oi  lipid-lowering  doses  of  nicotinic  acid  Concomitant  therapy  with  HMG-CoA  reductase  inhibitors  and  thes 
agents  is  generally  not  recommended.  (See  WARNINGS:  Skeletal  Muscle  and  PRECAUTIONS:  Oru 
Interactions )  OVERDOSAGE:  To  date,  there  are  two  reported  cases  of  overdosage  with  pravastatin,  both  i 
which  were  asymptomatic  and  not  associated  with  clinical  laboratory  abnormalities.  If  an  overdose  occurs, 
should  be  treated  symptomatically  and  supportive  measures  should  be  instituted  as  required. 
CAUTION:  Federal  (USA)  law  prohibits  dispensing  without  prescription. 
Consult  package  insert  before  prescribing  PRAVACHOL*  (pravastatin  sodium). 
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Computer  sources:  James  Cortada,  IBM  Consulting  Group;  IDC;  IBM;  U.S.  Census  Bureau;  Boston 
Consulting  Group;  Charles  Babbage  Institute.  Energy  sources:  Energy  Information  Administration; 
National  Energy  Information  Center;  Historical  Statistics  of  the  U.S.;  U.S.  Census  Bureau. 
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The  steam  era  revolutionized  society  by  leveraging  the  power  of  human  muscle.  The 
semiconductor  era  is  doing  the  same  to  the  human  mind,  and  a  lot  more  quickly.  The 
67%  growth  rate  for  installed  RAM  is  20  times  energy  growth.  James  Cortada,  an  IBM 
consultant  and  author  of  books  on  computing's  history,  sums  up  the  economy's  appetite 
for  computer  power  this  way:  "There  are  more  computer  chips  than  chocolate  chips." 


'Excludes  wood. 

To  1982,  includes  mainframes  only; 
after  that  date,  PCs  only. 


Paul  Allen  (1953-  ) 
A  childhood  friend  of  Bill  Gates,  Paul 
Allen  cofounded  Microsoft  in  1975. 
He  still  owns  8.3%  of  what  has  become 
in  only  22  years  one  of  the  most 
valuable  postindustrial  companies 
in  the  world.  He  left  Microsoft  in  1983 
to  fight  Hodgkin's  disease  and 
in  the  years  since  has  made  winning 
investments  in  enterprises  as  diverse 
as  the  Portland  Trail  Blazers 
and  America  Online. 


indirect  forms,  such  as  by  making 
telephone  calls  vastly  cheaper  than 
they  used  to  be. 

Today,  only  26  years  since  the  first 
microprocessor,  computers  are  almost 
everywhere:  in  telephones,  automo- 
biles, television  sets,  fax  machines, 
wristwatches  and,  of  course,  on  hun- 
dreds of  millions  of  desks.  Were  they 
all  suddenly  to  stop  working,  Western 
civilization  would  collapse. 

As  steam  did  before  it,  but  in  a 
much  shorter  span,  silicon  has  reshuf- 
fled the  distribution  of  wealth  and 
power.  In  1985,  a  bare  dozen  years 
ago,  more  than  a  quarter  of  the  for- 
tunes on  The  Forbes  Four  Hundred 
list  were  based  on  heavy  industry. 
Today  fewer  than  10%  are.  Twenty 
software  fortunes  are  on  the  current 
Forbes  list;  in  1981,  the  year  IBM 
introduced  its  first  personal  computer, 
there  were  none. 

Ever-cheaper  communications  made 
possible  by  the  microprocessor  created 


a  worldwide  marketplace  that  has  rad- 
ically reduced  the  power  of  individual 
nations  to  rule  their  economies.  In 
1981  the  newly  elected  president  of 
France,  Francois  Mitterrand,  tried  to 
introduce  a  series  of  traditional  social- 
ist policies.  But  the  foreign  exchange 
market,  which  operates  around  the 
world  24  hours  a  day,  forced  him  into 
retreat.  The  Bank  of  France  could  do 
nothing  to  stop  the  rout  of  the  franc. 
With  another  socialist,  Lionel  Jospin, 
about  to  share  power  in  France,  no 
one  expects  him  to  dare  even  attempt 
what  Mitterrand  tried. 

In  1982,  during  the  Israeli  invasion 
of  Lebanon,  an  air  battle  between  the 
Syrian  air  force,  equipped  with  Rus- 
sian migs,  and  Israel's,  equipped  with 
Western  aircraft,  dramatically  illustrat- 
ed the  shift.  Although  the  level  of  pilot 
training  was  comparable,  at  »"he  end  of 
the  day  Israel,  with  up-to-the-minute 
electronics,  had  shot  79  Syrian  planes 
out  of  the  sky,  while  Syria  had 
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Computer-aided  design; 

AT&T's  long  distance 

control  room; 

kids  at  school. 

The  microprocessor 

makes  computers  ubiquitous. 


downed  just  one  Israeli  plane.  It  must 
have  been  a  grim  night  in  the  Soviet 
councils  of  power.  The  Soviets  could  per- 
haps now  produce  more  steel  than  the 
U.S.,  but  the  age  of  steel  was  over.  In 
microprocessors  the  Soviets  were 
nowhere  and  had  scant  prospects  of 
catching  up. 

Where  the  information  revolution  is 
heading  can  be  but  dimly  seen.  The  chil- 


dren who  grew  up  with  PCs,  used  them 
daily  and  had  their  growing  brains' 
neural  connections  affected  by  them  are 
only  in  their  teens.  As  these  kids  enter 
the  economy,  they  will,  I  am  sure,  cause 
many  more  shifts — unpredictable  but 
inevitable — among  the  Forbes  400s  and 
the  Forbes  500s.  As  much  as  the  silicon 
revolution  has  changed  the  world,  that 
revolution  has  only  begun.  wm 


The  next  revolution 

The  silicon  revolution  and  the  biotech  revolution  are 
interconnected.  The  word  biotechnology  dates  from 
1941,  but  the  science  came  into  its  own  only  in  the  last 
two  decades,  as  engineers  found  ways  to  turn  our  under- 
standing of  the  cell's  nucleus  into  practical  products. 
Recent  accomplishments  of  the  dna  scientists  have  no 
small  debt  to  silicon:  Without  computers  there  would  be 
no  way  to  accomplish  the  current  goal  of  mapping  the  3 
billion  DNA  base  pairs  in  the  human  genome. 

To  be  sure,  human  beings  have  been  recombining 
genes  for  a  long  time.  In  the  last  10,000  years  we  have 
turned  the  wolf  into  everything  from  Chihuahuas  to 
Saint  Bernards  by  selective  breeding.  But  selective 
breeding  is  slow  and  haphazard.  And  certain  genes 
come  inescapably  bundled  with  others.  The  desirable 
trait  of  high  egg  production  in  hens,  for  instance,  is 
linked  to  the  undesirable  one  of  aggressiveness. 

Designer  DNA  is  the  answer.  It  will  take  a  few  years 
yet,  but  it's  going  to  be  possible  to  order  up  a  dog  with 
a  Labrador's  temperament,  the  coat  of  a  dalmatian,  the 
body  of  a  basset  hound  and  the  brains  of  a  poodle.  As 
we  map  precisely  where  each  gene  is  on  each  chromo- 
some in  each  species,  we  can,  in  effect,  pick  and  choose 
precisely  the  traits  we  want,  even  transfer  them  from 
one  species  to  another.  Not  even  the  science  fiction 
writers  can  imagine  the  possible  consequences. 

Medicine.  By  inserting  the  right  genes  into  bacteria,  we 
can  get  them  to  produce,  for  instance,  human  insulin, 
which,  in  treating  diabetes,  is  far  superior  to  insulin 
extracted  from  calves  and  pigs.  Numerous  other  drugs 


are  already  on  the  market  that  would  have  been  impossi- 
ble or  prohibitively  expensive  without  biotechnology. 

In  development:  bioengineered  substitutes  for  skin, 
cartilage,  blood  vessels,  bone  and  heart  valves,  perhaps 
whole  organs.  Given  that  100,000  patients  a  year  die 
waiting  for  scarce  transplants,  bioengineered  organs 
could  do  wonders  for  extending  the  human  life  span. 

Food  production.  The  green  revolution  of  the  1960s 
and  1970s,  largely  accomplished  by  traditional  selective 
breeding,  has  been  running  out  of  energy.  Biotechnology 
is  reviving  it.  It  can  create  food  plants  that  are  drought-, 
disease-  and  rot-resistant,  easier  to  harvest,  faster  growing 
and  richer  in  protein  than  present  varieties.  Biological 
controls  on  pests  will  increase  food  production  at  much 
lower  environmental  cost  than  chemical  ones. 

Pollution.  Gene  splicing  has  already  produced  a  plant 
that  happily  absorbs  mercury,  a  heavy  metal  found  in 
many  pesticides  and  produced  in  the  course  of  gold 
mining,  papermaking  and  textilemaking.  Bacteria  that 
digest  petroleum  are  under  development. 

Wonderful  as  these  developments  are,  will  the  biotech 
revolution  be  as  profound  in  its  economic  implications 
as  the  one  brought  about  by  the  microprocessor?  To  be 
truly  revolutionary,  a  technology  must  lower  the  cost  of 
a  fundamental  input  of  the  economy  by  a  factor  of  10  to 
100.  It's  conceivable  biotech  will  lower  the  cost  of  some 
agricultural  tasks  or  medical  treatments  to  such  a 
degree,  but  we're  a  long  way  from  that  point.  Biotech 
may,  in  fact,  take  us  in  a  different  direction,  not  in 
making  things  cheaper  and  more  plentiful  but  in 
making  human  life  longer,  healthier  and  more 
productive.  -J.S.G.  WM 
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Tortellini  from  Bologna.  Barolo  from 
Piemonte.  Magnifica  from  Alitalia. 


Introducing  Magnifica  Class  from  Alitalia.  A  new  class 
of  service  that  encompasses  the  very  best  of  Italy.  The 
finest  foods  from  our  land  and  our  seas.  The  finest  wines 
from  our  vines.  The  warmth  and  care  of  a  people  who 
have  turned  living  into  an  art  form. 

Every  detail  in  Magnifica  is  first  class,  from  our  luxu- 
rious electronically  controlled  seats,  to  our  award-winning, 

Alitalia  participates  in  the  frequent  flier  programs  of  Continental  and  US  Airways.  Newark 


five-star  meals,  presented  by  attendants  outfitted  exclusively 
by  Armani.  And  when  you  arrive,  a  driver  will  be  waiting 
to  whisk  you  to  your  final  destination  in  Rome  or  Milan. 

Best  of  all,  you  can  fly  Magnifica  to  Italy  for  the  price 
of  a  business  class  ticket.  For  more  information  on  this 
outstanding  new  service,  call  Alitalia  at  1-800-223-5730. 
MAGNIFICA  CLASS. THE  BEST  OF  ITALY.  ' 

fits  operated  in  partnership  with  Continental  Airlines  and  feature  BusinessFirst""  service. 
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1997  Alitalia 


RAIN 

DOESN'T  KNOW 

WHAT  KIND  C 


DRIVER  YOU  ARE. 


It  doesn't  know  if 

you're  driving  alone 

or  with  your  family. 

It  doesn't  know  if 

you're  driving  a  minivan 

or  a  sports  car. 

We  happen  to  make  both  - 

and  a  lot  of  other 

vehicles  as  well. 

The  last  we  looked, 

weather  happens 

to  all  of  them. 

So  we  try  to  make 

them  all  safe  no  matter 

what  the  weather. 

You  can  count  on  every 

GM  car  and  truck, 

wherever  life  takes  you. 


GM  vehicles 

with  over 
100  standard 
safety  features: 
All 

GM  vehicles 
with  Rainsense™ 
automatic 
wiper  system 
available: 
Cadillac  DeVille 
Cadillac  Seville 
Buick  Park  Avenue 

www.gm.com 
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Psst!  Transactions 


Don't  be  put  off  by  all  those  woeful  stories 
about  losing  money  on  the  Web. 
You're  looking  at  a  trillion-dollar  industry. 


By  Nicholas  Negroponte 


H 


I  ow  many  times  have  you  heard 
the  story  about  nobody  making 
I  money  on  the  Internet?  Don't 
believe  it.  A  lot  is  being  made.  But 
you  haven't  seen  anything  yet.  The 
Net  is  a  10.5  on  the  Richter  scale  of 
economic  change. 

When  you  hear  that  electronic 
commerce  is  a  loser,  ask  about  dis- 
placed costs,  which  have  already 
proved  to  be  enormous.  One  of  the 
first  examples  was  FedEx's  innovative 
Web  site,  which  attracts  107,000  hits 
per  day  Previously  you  would  call  an 
800  number  to  inquire  about  your 
package,  recite  the  ten  digits  of  your 
bill  of  lading,  then  listen  to  some- 
body typing  them  in  the  background. 
Shortly  after,  "Sir,  your  package 
is  at. . . .  " 

Today  you  can  do  that  with  a  few 
clicks,  like  using  an  automatic  teller 
machine  instead  of  a  teller.  You  will 
find  it  more  satisfactory  for  the  same 
reason:  It  takes  a  lot  less  of  your  time 
and  patience.  And  it  saves  the  vendor 
big  money.  As  more  and  more  people 
use  the  Web  for  this  reason,  FedEx 
will  need  fewer  800  lines  and  fewer 
human  operators. 

Another  example:  A  large  Korean 
electronics  company  just  advertised 
senior  executive  positions,  hoping  to 
attract  Korean  expatriates  who  will 
return  and  bring  with  them  their 
American  experience.  The  company 
advertised  in  U.S. -based  Korean-lan- 
guage newspapers.  It  also  placed  a 
few  free  ads  on  the  Web.  Most  of  the 
candidates  and  all  of  the  hires  came 
from  the  Web.  This  is  why  classified 
ads  will  eventually  disappear  from 
printed  daily  newspapers. 

More  Web  growth:  Internet  tele- 
phone. At  some  meetings  I  have  been 
asked  not  to  talk  about  it  or,  if  I  do, 


to  be  sure  that  I  underline  the  fact 
that  Internet  telephone  is  really  for 
one  geek  to  make  a  low-quality 
phone  call  to  another  geek,  both 
equipped  to  the  gills. 

That,  however,  is  simply  not  the 
case.  Already  you  can  use  the  Net  for 
voice  mail  and  get  better  than  CD- 
quality  sound. 

The  economics  of  telecommunica- 
tions is  about  to  be  turned  on  its 
head,  not  just  because  a  subscription 
model  will  replace  billing  per  minute, 
per  mile  or  per  bit,  but  because  we 
may  do  a  lot  less  telephoning.  Many 
phone  calls  will  be  displaced  by 
E-mail. 

Today  Net  economics  is  driven  by 
subscription,  advertising  and  transac- 
tion, more  or  less  in  that  order.  But 
this  order  is  changing  fast.  It  is,  in 
fact,  reversing.  Worldwide  advertising 
on  the  Net  exceeded  $300  million  in 
1996,  ten  times  the  previous  year's 
number,  with  one  company, 
Netscape,  having  more  advertising 
revenue  than  the  entire  Web  had  the 
previous  year. 

As  advertising  grows,  subscription 
revenue  could  become  a  negative 
number.  People  thought  it  was  a  bad 
idea  for  AOL  to  offer  unlimited  usage 
for  $20.  Wait  until  AOL  has  to  pay 
you  $20  to  use  it!  Why  not?  The 
more  hits  they  get,  the  more  adver- 
tising they  will  attract. 

An  even  bigger  deal  than  advertis- 
ing is  business  transactions.  Transac- 
tions are  hard  to  count — many 
people  visit  a  Web  site  and  then  call 
an  800  number,  so  you  count  that  as 
a  phone  sale,  not  as  a  Net  sale.  But 
buying  and  selling  over  the  Net  will 
become  so  attractive  that  people  will 
use  retail  stores  chiefly  to  window- 
shop  and  then  return  home  to  buy  in 


0 


cyberspace  what  they  saw  ), 
in  realspace. 

With  the  help  of  com- 
puter agents  you  will  be 
able  to  find  the  least 
expensive,  fastest-delivered 
and  longest-warrantied 
item,  with  no  more  than  a 
few  clicks  or  keystrokes. 
The  folks  at  the  Yellow 
Pages  didn't  know  just 
how  much  you  can  "let 
your  fingers  do  the 
walking." 

Just  think  what  that  does 
to  consumer  economics. 
We  may  not  know  much 
about  Internet  economics, 
but  one  thing  we  know 
about  electronic  commerce 
is  that  the  consumer  will 
enjoy  a  new  power — for 
example,  an  ability  to  team 
up  with  other  consumers 
to  drive  prices  down  with 
volume  buying.  Electronic 
word-of-mouth  will  allow 
people  to  make  recommendations,  to 
band  together  and  to  buy  under  the 
most  favorable  conditions. 

Don't  be  surprised  if  21  consumers 
get  together  and  demand  a  fleet  dis- 
count from  a  Taurus  dealer.  The 
dealer  won't  be  displeased,  because 
the  Small  margins  will  be  offset  by 
volume,  and  the  deal  puts  him  in  a 
good  light  with  the  manufacturer. 

But  now  ask  yourself:  Why  is  the 
dealer  even  involved?  Ford  sells 
directly  to  fleets.  Surely  Ford  could 
sell  cars  directly  to  an  ad  hoc  con- 
sumer group. 

For  that  matter,  why  can't  Ford  sell 
directly,  one  by  one,  to  each  cus- 
tomer? It  can.  And  it  will.  The  direct 
path  from  manufacturer  to  consumer 
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is  made  incredibly  easy  by  the  Net.  A 
lot  of  people  who  now  make  a  living 
in  the  middle  will  find  their  roles 
superfluous. 

Consider  the  travel  agent.  For  the 
past  15  years  travel  agents  have  been 
selling  you  and  me  a  service  that  is 
based  purely  on  their  ability  to  under- 
stand the  mumbo  jumbo  of  acronyms 
and  the  Byzantine  protocols  of  reser- 
vation systems.  Suddenly  the  interface 
with  these  systems  has  become  almost 
usable.  Now  buyers  and  sellers  of  air- 
plane seats  can  cut  out  the  people  in 
the  middle,  just  the  way  an  ATM 
machine  cuts  out  tellers,  queues  and 
bank  real  estate.  Customer's  happy. 
Bank's  happy.  With  travel,  customer 
wins.  Airline  wins.  Travel  agents  lose. 


The  business  moves,  eventually,  to 
the  Net. 

To  recapture  this  business,  travel 
agents,  like  all  others  about  to  be  dis- 
intermediated,  have  to  find  new  value 
to  offer  their  customers.  Invariably 
that  value  is  found  in  personalization, 
the  single  most  powerful  force  of 
trade  in  the  digital  world. 

The  Net  is  a  boon  for  cottage 
industries.  Imagine  two  housewives 
in  Fez,  Morocco  whose  parents  were 
expert  couscous  chefs.  They  start  a 
couscous  Web  site  with  all  sorts  of 
features,  including  the  ability  to  sub- 
stitute ingredients  in  accordance  with 
local  tastes  and  availabilities. 

Mind  you,  Warner  Books  has  a  lot 
to  offer  to  people  interested  in 


North  African  cooking.  But  face  it, 
you'll  go  to  the  Fez  Web  site. 

Time  Warner's  executives  would 
not  lose  sleep  over  the  Fez  Web 
site — not  yet,  anyway,  because  the 
numbers  are  small,  the  niche  too 
nichey  and  the  process  of  finding  that 
site  too  hard.  But  this  is  changing. 
Suddenly  there  will  be  many  special- 
ty cooking  sites  with  a  simple  and 
personalized  interface  to  help  you 
navigate.  Who  needs  Warner  Books 
when  you  can  go  to  the  source? 

What  happens,  as  with  all  things 
digital,  is  that  we  will  see  the  infor- 
mation industry  getting  bigger  and 
smaller  at  the  same  time.  While  Ted 
Turner  worries  about  Rupert  Mur- 
doch, he  will  find  to  his  surprise  that 
his  real  competition  is  elsewhere:  for 
example,  housewives  in  Fez. 

One  thing  common  to  multina- 
tional corporations  is  bigness.  In  part 
this  is  because  of  the  need  to  manage 
the  world  of  atoms,  to  ship  them,  to 
store  them,  to  disseminate  them — 
something  you  and  I  cannot  do  easily 
as  small-business  players.  We  lack  the 
capital,  the  economies  of  scale.  But 
the  world  of  bits  is  different.  You  and 
I  can  ship  them  at  the  speed  of  light, 
at  almost  no  cost,  to  anywhere  on  the 
planet.  No  big  capital  costs.  No  ware- 
houses. No  heavy  distribution  costs. 

In  fact,  we  don't  care  if  we  have 
one  customer  in  every  town  with  a 
population  of  more  than  10,000 
people,  or  if  we  have  10,000  cus- 
tomers at  one  location.  We  don't  care 
about  customs  (the  kind  that  impose 
duties).  Our  marginal  cost  to  make 
more  product  is  zero.  We  have  no 
inventory.  In  short,  our  unit  costs 
aren't  a  lot  higher  than  those  of  the 
corporate  giants. 

Therein  lies  the  opportunity  for 
major  new  bit  businesses.  If  we  start 
to  buy  and  trade  stocks  on-line,  do 
our  travel  planning  on-line  and  make 
considered  purchases  in  this  way  as 
well,  it  will  be  a  piece  of  cake  for  the 
Net  to  hit  a  trillion  dollars.  How 
soon?  If  not  by  the  year  2000,  very 
soon  thereafter.  Most  of  the  volume 
will  be  from  businesses  dealing  direct- 
ly with  consumers.  To  paraphrase  the 
businessman  giving  advice  to  Dustin 
Hoffman  in  The  Graduate:  "Psst! 
Transactions."  WM 
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Tl  DSP  SOLUTIONS 
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15  years  of  leadership  past  15  years,  our  Digital  Signal 
Processing  Solutions  have  been  the  driving 
force  behind  the  digital  revolution.  DSPs  have  made 
digital  television  possible.  Made  music  on  compact 
discs  sound  better.  And  helped  cellular  phones  become 
smaller  and  more  powerful. 


Closer,  because  we  give  you  more.  More  DSP 
Solutions  to  meet  varying  price,  power  and  perfor- 
mance needs.  More  support,  like  downloadable  data 
sheets  and  on-line  labs.  More  DSP  Solutions  providers 
with  over  250  third-party  developers.  And  more  experi- 
ence helping  20,000  customers  integrate  DSP  Solutions 
technology  into  breakthrough  products.  Which  means 
you'll  get  products  to  market  faster. 


Digitai  cellular  phones  with  all-in-one  features 
like  GPS,  video  display  and  Internet  access. 


Digital  videoconferencing  that 
will  enable  doctors  to  share 
information  from  remote  locations. 


Home  centers  to  surf  the 
Web  and  interact  with 
people  all  over  the  world. 


Virtual  education  so  you  can 
learn  anywhere  in  the  world. 


Processing  capability  for 
tomorrows  escalating  data 
storage  needs. 


Sensors  built  into  glasses 
that  will  enable 
the  blind  to  "see. " 


Self-driving  cars  that  will  use 
1  GPS  and  terrain  sensors. 


Today,  the  world's  leading  companies 
are  designing  TI  DSP  Solutions  into  applications  like 
noise  suppression,  sound  equalization  and  wireless  mes- 
saging. Someday,  you'll  be  able  to  attend  class  "virtually" 
visit  your  grandparents  via  3-D  imaging  or  let  your  car  do 
the  driving  using  Global  Positioning  Systems  and  terrain 
sensors.  In  fact,  the  future  is  closer  than  you  think. 


Digital  imaging  systems  that  allow  you  to 
keep  only  the  pictures  you  want. 


So  how  are  we  going  to  celebrate 

launching  the  DSP  industry  15  years  ago?  We'll 

probably  have  a  little  cake  and  maybe  throw  a 

party  or  two.  But  rest  assured,  we  are  continuing  to 

put  our  resources  behind  developing  the  next 

great  innovation  in  DSP  Solutions  technology. 

The  future  depends  on  it. 

To  receive  the  latest  on  Tl  DSP  Solutions,  visit  us  at 
http://vvww.ti.com/sc/4076orcall  1-800-477-8924,  ext.  4076. 


SP     Solutions  InsttojmInts 


The  silent 

boom 


PCs  and  cell  phones  have  spread  faster  than 
their  forerunners,  radios  and  telephones. 
That's  because  technology  creates  demand 
for  more  technology. 


By  Peter  Brimelow 
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Source:  Dallas  Federal  Reserve  Bank. 
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(1926) 
98.3% 


(1873) 
98.8% 


(1903) 
100% 


^^(1906) 
97.8% 


Telephone 
(1876) 
93.9% 


A  FUNNY 
thing  has 
happened  to 
the  human  race 
in  the  last  hundred 
years  or  so.  Ways  of 
living  and  working  that  had 
not  changed  for  millennia  have 
altered  abruptly.   Reason:  We 
caught  a  wave  of  new  technology. 
The  momentum  is  not  going  to  slow. 
Judging  from  calculations  by  Dallas  Fed- 
eral Reserve  Bank  economist  W.  Michael 
Cox,  displayed  in  the  chart,  technology  seems 
likely  to  continue  altering  our  lives  ever  more 
abruptly. 

It  took  more  than  a  century  for  the  telephone  to 
reach  its  present  94%  household  penetration.  (Note 
the  Depression-era  stall.)  By  contrast,  more  recent 
inventions,  like  television  and  radio,  reached  similar 
penetration  levels  in  only  three  or  four  decades.  And 
the  most  recent  inventions  of  all — cell  phones,  per- 
sonal computers,  the  Internet — are  moving  even 
faster. 

Not  all  technologies  are  equal.  Some,  like  electric- 
ity, have  pervasive  consequences  by  virtue  of  making 
so  many  other  inventions  practical.  The  modern 
equivalent  of  electricity,  says  Cox:  the  microprocessor, 
invented  in  1971.  This  made  possible  not  only  the 


76.1% 

recent  explosive  take- 
off of  cell  phones  and  per- 
sonal  computers  but  also  the 
sudden  sharp  increases  in  penetration  vis- 
ible   (see  chart)   for  older  inventions  like 
microwave  ovens  and  VCRs. 
Another  factor  in  some  sudden  increases  in  pene- 
tration: what  Cox  calls  "network  externalities."  Until 
the  number  of  people  using  a  new  technology  reach- 
es a  critical  mass,  there  are  few  real  advantages  to 
users.  Your  telephone  would  be  useless  if  you  were  the 
only  person  who  owned  one.  The  Internet,  television 
and  radio  would  be  useless  without  content,  automo- 
biles close  to  useless  without  paved  roads  and  a  net- 
work of  gasoline  stations.  But  good  content  and  high- 
ways don't  occur  until  a  lot  of  customers  are  ready  to 
use  them.   By  contrast,  some  inventions,  like 
microwave  ovens,  benefit  the  individuals  using  them 
more  or  less  independendy  of  anyone  else. 

Technologies  can  be  complementary  rather  than 
competitive.  Radio  was  rapidly  overhauled  by  televi- 
sion, but  it  has  continued  to  grow  and  its  penetration 
is  now  equal  to  that  of  television.  Similarly,  Cox  spec- 
ulates that  tree  based  print  journalism  will  comple- 
ment Internet  electronic  publishing.  Whoopee! 

Ultimate  message  of  the  chart:  The  modern  econ- 
omy is  changing  in  profound  ways  that  cannot  be 
picked  up  in  gdp  numbers.  The  pocket  calculator, 
more  powerful  than  a  $750,000  room-size  mainframe 
computer  of  the  1950s,  did  not  show  up  in  the  con- 
sumer price  statistics  until  1978,  after  its  price  had 
fallen  well  below  $100. 

And  the  problem  is  not  just  price.  "Statisticians 
keep  track  of  cost,"  says  Cox.  "The  economy  pro- 
duces worth — what  people  want."  His  term  for  the 
resulting  unmeasured  but  desirable  benefits  like 
greater  convenience,  choice,  safety,  speed:  "the  silent 
boom."  It  rolls  on.  tBV 


Research:  Edwin  S.  Rubenstein, 
Right  Data  Associates. 
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Percent  ownership  refers  to  the  fraction  of  households  that  enjoy  each  product,  except  for  the  airplane,  automobile  and  cell  phone. 
Airplane  refers  to  the  percentage  of  air  miles  traveled  per  capita  relative  to  miles  traveled  in  1996;  Automobile  refers  to  the  number  of 
motor  vehicles  relative  to  persons  age  16  and  older;  Cell  phone  refers  to  the  number  of  cellular  phones  per  registered  passenger  automobile 
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Faster, 
cheaper, 
better— 
forever 


At  every  stage  in  the  semiconductor's  explosive 
improvement,  experts  have  said  the  party  would 
soon  end.  Well,  everything  ends— but  this  little 
revolution  still  has  a  long  way  to  go. 


By  Nikhil  Hutheesing 

IN  1874  the  chief  geologist  for  the  state  of  Pennsylva- 
nia cried  out  that  kerosene  used  for  lighting  would 
exhaust  U.S.  petroleum  reserves  before  long  and  that 
we  would  all  be  left  in  the  dark.  Then  the  Texans  struck 
oil  at  Spindletop. 

Relief  was  short-lived.  In  1916  the  federal  government 
predicted  oil  production  would  peak  in  five  years  and 
reservoirs  would  run  dry  soon  after.  This  was  before  the 
giant  discoveries  in  the  Middle  East. 

In  the  1970s  energy  scarcity  again  ruled  official  think- 
ing. Not  fully  thought  out:  how  engineers  would  find 
ways  to  make  deep  offshore  oil  platforms  work.  World- 
wide, proven  reserves  stood  at  a  24-year  supply  in  1950; 
today,  at  45  years. 

This  sequence  of  events  eerily  foreshadowed  the  many 
false  prophecies  of  the  impending  end  of  the  micro- 
electronic revolution:  The  circuits  are  already  small,  and 
they  can't  keep  on  getting  smaller  forever. 

The  oil  business  also  suggests  why  the  prophecies  about 
chips  proved  false:  People  respond  to  incentives.  At  $340 
billion  a  year,  the  oil  business  provides  a  lot  of  motivation 
for  finding  inventive  ways  to  drill.  Semiconductors  are  a 
$159-billion-a-year  business — and  gaining  rapidly  on  oil. 

It  turns  out  you  can  etch  smaller  lines  on  silicon,  draw 
off  more  heat  from  a  chip  and  coordinate  more  chips  in  a 
module  than  anyone  had  supposed.  Existing  techniques 
gain  new  leases  on  life;  discarded  ideas — like  many 
"exhausted"  oilfields — merit  a  second  look. 


Gordon  Moore, 
Intel's  chairman 
emeritus 

"Gordon  Moore 
has  been  saying 
all  along  that  the 
industry  couldn't 
keep  up  the  pace 
of  Moore's  Law," 
says  Craig 
Barrett,  Moore's 
longtime 
colleague. 
"But  it  does." 


And  if  engineers  really  hit  a  brick  wall,  they'll  just  try 
something  completely  different.  If  you  can't  crowd  more 
transistors  on  the  surface  of  a  chip,  try  going  into  its  third 
dimension — building  down  and  up,  as  in  the  subways  and 
skyscrapers  of  land-starved  Manhattan.  Chipmakers  are 
already  doing  this.  If  you  can't  shrink  silicon  or  drain  off 
its  heat,  try  another  semiconductor,  such  as  gallium 
arsenide  or  silicon  germanium.  When  electronics  itself 
gets  too  poky,  throw  it  aside  for  photonic  circuits,  which 
run  on  light  waves. 
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We1  re  not  naming  any  one  of  these  wild  ideas  as  the 
lagic  that  will  keep  Silicon  Valley's  party  rolling  on  into 
ur  grandchildren's  time.  We're  merely  suggesting  that  it's 
sasonable  to  expect  the  unexpected.  There  is  simply  too 
fiuch  money  riding  on  these  problems  for  them  to  go 
nsolved. 

Electronic  computing  is  the  greatest  invention  of 
lodern  times.  We  tap  into  it  every  time  we  query  a  com- 
pter, set  a  dishwasher,  dial  a  phone  or  slam  on  the 
ntilock  brakes.  The  cornucopia  that  followed  the  inven- 


tion of  the  transistor  exactly  50  years  ago  comes  out  of 
Moore's  Law,  which  decrees  the  doubling  of  transistor 
density  every  two  years  (see  chart,  p.  175). 

If  the  engineers  keep  Moore's  Law  goi  ng  for  just  anoth- 
er 50  years,  it  will  be  more  than  enough  to  realize  some 
pretty  crazy  dreams.  By  2047 — exactly  one  century  after 
the  invention  of  the  transistor — computer  chips  will  be  10 
billion  times  more  powerful  than  they  are  today.  The  chips 
will  also  be  unbelievably  cheap  on  a  per-transistor  basis. 
You  could  toss  them  around  with  abandon.  Micro- 
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processors  could  literally  be  woven  into  the  fabric 
of  society — into  clothing,  shoes  and  doorknobs. 
Your  house  might  keep  track  of  the  room  you  are . 
in  and  adjust  the  light  and  heat  accordingly.  Shak- 
ing hands  with  someone  could  transfer  his  business 
card  information  to  you,  along  with  a  brief  video 
of  him. 

Curtis  Crawford,  50,  the  president  of  Lucent 
Technologies'  microelectronics  group,  sees  a  future 
that  will  let  us  communicate  in  far-out  ways.  "I 
want  to  be  able  to  turn  on  my  computer  at  work, 
smell  the  cookies  baking  in  the  oven  at  home  and 
then  reach  into  the  computer  and  give  my  wife  a 
hug,"  he  fantasizes.  "We  will  create  environments 
which  make  you  feel  like  you  are  there.  There  will 
be  tenfold  changes  in  what  you  will  see,  and  it  will 
be  done  in  my  lifetime."  Sure,  if  chips  get  smart 
enough  and  communications  bandwidth  gets 
cheap  enough.  Both  of  those  things  are  happening 
now  at  a  furious  pace. 

The  biggest  challenge  lies  in  photolithography, 
the  technology  that  drives  the  miniaturization  of 
chips.  You  make  an  image  by  shining  a  light 
through  a  mask,  shrink  that  image  with  lenses  and 
use  the  projected  light  to  cast  the  outline  of  an 
electronic  circuit  on  a  photoresist  coating  a  slice  of 
silicon.  Improve  the  lenses,  shorten  the  wave- 
lengths of  light,  improve  the  photoresist  material 
and  you  can  etch  more  finely;  work  on  the  silicon 
and  you  can  tweak  its  various  electronic  properties; 
clean  the  operating  environment  and  you  can 
lower  the  rate  of  defects  in  your  ever-more-com- 
plex chips.  More  transistors  can  be  squeezed  onto 
a  chip,  more  chips  can  be  made  on  a  wafer — and 
the  price  per  transistor  comes  down. 

Problem  is,  the  technology  depends  on  light 
waves  to  print  a  circuit  pattern,  and  you  cannot 
project  an  image  much  smaller  than  the  light's  own 
wavelength.  Today  fabrication  plants  use  ultravio- 
let light  to  print  chip  features  as  fine  as  350 
nanometers,  or  one-two-hundredth  the  width  of  a 
human  hair.  To  go  down  more  requires  shorter 
wavelengths  of  ultraviolet  light,  which  has  the 
shortest  wavelengths  that  can  be  focused  by  lenses. 
But  below  193  nanometers,  lenses  cannot  focus  an 
image.  When  that  happens,  our  accumulated 
know-how  on  photolithography  hits  a  dead  end. 

That  day  will  come  in  ten  years,  says  the  lawgiv- 
er himself:  Gordon  Moore,  die  cofounder  of  Intel 
Corp.  "At  that  time  there  seem  to  be  some  insur- 
mountable barriers.  The  laws  of  nature  limit  how 
far  we  can  go,"  he  says. 

Rest  assured  the  chip  industry  isn't  planning  its 
funeral  yet.  At  Lucent  Technologies'  Bell  Labs,  the 
head  of  advance*.  raphy  research,  Lloyd  Har- 

riott, says  that  elect  i  ns  are  the  salvation  of 

semiconductors.  Bin  r  ally,  e-beams  formed 

a  single  pencil  of  ele^;  ns  and  therefore  worked 
excruciatingly  slowly.  :  of  writing  a  million 
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1989 
el  80486DX 
1.2  million 
transistors 


1993 
Intel  Pentium 
3.1  million  transistors 


5.5  million  transistors 
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Pentium  II 
7.5  million 
transistors 
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1985  Intel  exits  DRAM  business 


4  1986  Compaq 
is  first  with 
386-based  PC 


■  1987  Sun  Microsystems  introduces  its 
first  workstation  based  on  the 
SPARC/RISC  microprocessor 

■  1990  Internet  tops  100,000  nodes 

■  1992  IBM  releases  OS/2  version  2.0 


PowerPC 603' 


4  1992  Microsoft 
introduces 
Windows  3.1 


4  1993  Motorola 
ships  reduced 
instruction  set 
PowerPC  chip 


4  1993  Microsoft 
launches 
Windows  NT 


4  1993  Apple 
introduces  hand- 
held Newton 
computer 


■  1994  Apples  licenses 
Mac  operating  system 


4  1994  Jim  Clark 
and  Marc 
Andreessen 
found  Netscape 


4  1994  Bill  Gates 
tops  The  Forbes 
Four  Hundred  list 
at  $9.3  billion 


4  1995  Pixar 
releases  comput- 
er animated 
Toy  Story 


■  1995  Sun  Microsystems  introduces 
Java 


A  1995  Microsoft  launches  Windows  95 

4  1996  Yahoo! 
goes  public 
at  $13  per  share 


4  1997  IBM  com- 
puter wins  chess 
championship 


Moore's 

LdW 

Illustrated 


Moore's  Law — the  biannual 
doubling  of  computer  power — 
draws  on  innumerable  inven- 
tions. The  early  ones  came  by 
themselves;  some  of  the  later 
ones  were  forced  by  the  pace 
Moore's  Law  itself  had  set 
for  the  industry. 


Looking  to 
the  future 

►  1999  Intel  launches 
64-bit  microprocessor 

►  2005  Compaq  offers 
voice  recognition  as 
standard  equipment 

pV  2007  Photolithography 
reaches  its  limit 

►  2009  Last  picture  tube 
manufactured,  flat  panels 
now  universal 

p>  2011  Intel  ships 
microprocessor  with 
1  billion  transistors 
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Companies  to  watch 


Company  Location  (California)         Revenues  ($mil) 


Cymer  San  Diego  $65 

Trikon  Technologies  Chatsworth  42 

Silicon  Valley  Group  San  Jose  640 

Ultratech  Stepper  San  Jose  194 

AG  Associates  San  Jose  71 


Giant  Intel  dominates  microprocessor  production.  Much 
smaller  outfits  are  making  a  good  show  in  production  tools. 


features  simultaneously,  as  photolithography  does,  you 
had  to  write  them  one  at  a  time,  as  a  monk  would  copy 
out  the  Bible.  In  an  hour  a  typical  photolithography 
system  churns  out  6,000  microprocessor  chips;  an  e-beam 
might  produce  only  120. 

To  speed  up  e-beams,  engineers  are  devising  ways  to 
flood  a  chip  with  a  wider  beam  of  electrons.  Engineers 
will  also  use  magnetic  lenses  that  can  focus  a  beam  the 
way  lenses  now  focus  ultraviolet  rays.  Harriott  says  the  e- 
beam  allows  patte  rning  of  features  50  nanometers  or 
smaller.  That's  a  distance  spanned  by  about  100  atoms.  If 
e-beams  could  be  made  to  work  this  finely,  they  would 
keep  Moore's  Law  humming  past  2020. 

Randall  Isaac,  vice  president  of  systems  technology  and 
science  at  IBM  Research,  is  pursuing  a  different  strategy. 
He  uses  a  synchrotron  to  produce  high-energy  X  rays  as 
small  as  1  nanometer.  An  advantage  of  X  rays  is  that  a  dust 
particle  is  unlikely  to  be  a  showstopper:  The  wave  goes 
right  through  it.  But  there  are  new  problems.  No  lenses 
work  with  X  rays,  so  your  chip  features  are  limited  by  how 
small  you  can  make  the  mask.  The  mask  must  be  made  of 
X-ray-resistant  metals,  such  as  gold. 

Bottom  line:  The  smallest  features  that  can  be  inscribed 
with  X  rays  are  100  nanometers.  That  is  roughly  a  four- 
fold improvement  over  current  photolithography.  Such 
shrinkage  in  transistor  size,  coupled  with  other  improve- 
ments, would  keep  the  biennial  doubling  going  until 
2012.  One  of  these  synchrotrons,  by  the  way,  will  run  you 
$30  million. 

At  Intel,  Gerhard  Parker,  executive  vice  president  of 
technology  and  manufacturing,  is  pushing  a  technology 
he  calls  extreme  ultraviolet.  Here,  the  wavelength  is  13 
nanometers.  This  technology  is  an  extension  of  optics  lith- 
ography. You  still  use  a  reflective  lens.  The  challenge, 
though,  is  that  to  get  around  the  limits  of  the  lens  you 
have  to  manufacture  concave  and  convex  mirrors  by 
depositing  80  layers  of  film  onto  the  surface  of  the  lens. 
The  lens  must  be  perfectly  formed,  to  within  a  few  atoms, 
and  Intel  has  come  up  with  a  way  to  measure  those 
atoms.  Intel  insists  that  it  is  better  to  stick  with  ultravio- 
let, because  e-beams  are  slow  and  X  rays  are  limited  by 
mask  size. 

Intel  is  planning  to  be  the  lead  angel  in  a  $250  million 
research  program  on  ultraviolet  that  will  use  the  resources 
of  national  labs  operated  by  the  Department  of  Energy. 
The  idea  is  to  further  development  of  extreme  ultraviolet 


Projects 

Excimer  lasers  that  pattern  ultrafine  lines  in  silicon 
Equipment  to  deposit  and  etch  materials  in  chip  circuits 
Lithography,  photoprocessing  and  thermal  processing  equipment 
Low-cost  photolithography  steppers 
Rapid  thermal  processing  system  to  heat  silicon  wafers 


lithography  so  that  it  could  become  commercially  useful 
in  five  to  ten  years. 

Even  if  the  shorter  wavelengths  pan  out,  new  hurdles 
arise  as  transistors  get  more  tightly  packed.  Each  circuit 
component  gives  off  heat,  and  if  you  get  enough  of  them 
in  a  small  space  the  heat  gets  troublesome.  Even  a  low- 
speed  Pentium  pours  out  12  watts  of  waste  heat. 

Then  there  is  human  error.  In  the  early  days  a  handful 
of  engineers  might  collaborate  on  a  design,  but  now  hun- 
dreds chop  up  a  chip's  functions  and  work  on  different 
parts.  Then  there's  also  the  need  for  cleaner  operating 
environments.  Without  them,  you  get  more  computer 
bugs,  so  you  need  better  equipment  to  find  them  all.  "It 
gets  to  the  point  where  it's  like  examining  every  stitch  on 
an  oriental  carpet  or  every  blade  of  grass  on  a  football 
field,"  says  Fabian  Pease,  professor  of  electrical  engineer- 
ing at  Stanford  University. 

At  IBM  one  plan  to  speed  up  processors  doesn't  depend 
entirely  on  shrinking  features.  Last  September  IBM 
announced  that  it  would  manufacture  chips  that  are  part 
silicon,  part  germanium.  That  lets  transistors  switch  at 
tremendous  speeds  of  up  to  65  billion  cycles  per  second 
in  analog  applications — more  than  ten  times  faster  than 
silicon  technology  allows. 

All  this  research  takes  money — and  it  can  only  go  on  as 
long  as  the  investment  makes  sense.  Gordon  Moore 
framed  this  truth  for  Forbes  as  his  second  law:  The  cost 
of  a  topflight  chipmaking  plant  doubles  every  three  years 
(Forbes,  Mar.  25,  1995).  In  1995  the  price  tag  stood  at 
$1  billion;  by  2005  it  should  pass  $10  billion.  Of  course, 
people  willingly  pour  billions  into  the  hopper  as  long  as 
the  per- transistor  cost  keeps  falling.  But  it  isn't  falling  as 
fast  as  it  used  to.  According  to  G.  Dan  Hutcheson,  pres- 
ident at  VLSI  Research,  we  could  hit  the  economic  wall 
when  the  first  $10  billion  fabrication  plant  is  built. 

Yeah,  and  we  could  run  out  of  oil  by  then,  too. 

Craig  Barrett,  Intel's  president,  is  an  optimist.  "I  have 
been  at  Intel  for  23  years  now,  and  Gordon  Moore  has 
been  saying  all  along  that  the  industry  couldn't  keep  up 
the  pace  of  Moore's  Law,"  he  says.  "But  it  does."  ■> 

CREDITS  FOR  TIMELINE:  APPLE  COMPUTER:  1976,  1979,  1984,  1993  (NEWTON),  1995  (WINDOWS); 
AP/WIDE  WORLD:  1961  (B-52).  1962,  1977,  1997;  ATARI  GAMES:  1972  (PONG);  AT&T  ARCHIVES: 
1960  (DATAPHONE);  COMPAQ:  1986;  COMPUTER  MUSEUM  HISTORY  CENTER:  1951  (WHIRLWIND), 
1954  (AMDAHL),  1958  (CRAY),  1971  (KENBAK),  1975  (ALTAIR);  CRAY  RESEARCH/SILICON  GRAPHICS: 
1983  (CRAY);  DARTMOUTH  COLLEGE:  1964;  DIGITAL  EQUIPMENT:  1960  (GURLEY);  HAYES:  1979; 
IBM  ARCHIVES:  1952,  1959.  1965(360),  1971  (FLOPPY),  1981.  1987;  INTEL:  1968  (INTEL),  1971 
(4004),  1972  (8008),  1974  (8080).  1978  (8088),  1982  (80286),  1984  (80386),  1989.  1993 
(PENTIUM).  1995  (PENTIUM  PRO).  1997  (PENTIUM  WITH  MMX);  MAGNUMAVAYNE  MILLER:  1965 
(MOORE);  LOTUS  DEVELOPMENT:  1983;  LUCENT  TECHNOLOGIES-BELL  LABS;  1947  (2).  1949.  1955, 
1969;  MIT  MUSEUM:  1961  (CORBATO);  MICROSOFT:  1975,  1992  (WINDOWS),  1993  (WINDOWS  NT); 
MOTOROLA  MUSEUM  OF  ELECTRONICS:  1967  (TV).  1974  (6800);  PIXAR:1995;  SUN  MICROSYSTEMS: 
1982.  1987;  TEXAS  INSTRUMENTS:  1954.  1958  (CIRCUIT,  KILBY),  1967  (CALCULATOR),  1978;  UPI- 
CORBIS-BETTMANN:  1951  (UNIVAC);  ZILOG:  1974  (Z-80), 
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Ive  had  to  My,  sit  in  taxis,  attend  meeting's  and 
live  on  snacks  for  24  hours  straight.  Now  what? 


11 


Now,  you  decompress  at  a  Four  Seasons  Hotel,  where  trie  demands  of  business  feel  less  demanding.  A  suit  pressed  within  an  hour? 
L  plane  ticket  in  minutes?  A  presentation  with  computer  graphics?  We're  at  your  service  24  hours  a  day.  Our  menus  offer 
elections  from  low-fat  linguine  with  tomato  and  basil  to  rack  of  lamb,  to  homemade  chicken  soup.  And  our  health  clubs  T% 
id  pools  are  equally  irresistible  after  endless  hours  of  travelling.  The  demands  of  business  demand  nothing  less.        FOUR  SEASONS 
o  reserve,  call  your  travel  counsellor  or  in  the  U.S.  1-800-332-3442.  Visit  our  Web  site:  www.fourseasons.com      3$e>&& am/&>&}0f& 


Defining  the  art  of  service  at  40  holels  in  1Q  countr 


Last  Year, 
Motorola  Produced  Enough 
Semiconductors  To  Circle 
The  Globe  4[h  Times. 

How  Many  Of  Them  Revolve 
Around  Your  World? 


Actually,  it  would  be  nearly  impossible  to  count  the  exact  number  of  Motorola  chips  revolving 
around  your  life.  Simply  because  Motorola  semiconductors  are  in  hundreds  of  products  and 
systems  you  probably  never  realized.  Like  home  theater  systems,  anti-lock  brakes,  video 
conferencing  and  smart  cards.  And  many  that  you  do.  Like  Motorola  pagers,  two-way  radios 
and  cellular  phones.  We  produce  over  16  billion  chips  a  year.  And  that's  how  we're  able  to  help 
manufacturers  bring  you  the  technologies  that  set  your  world  in  motion  each  and  every  day. 
Visit  us  at  http://motorola.com/sps  or  call  1-800-521-6274  (Ref.  #597). 


M)  MOTOROLA 

Semiconductor  Products  Sector 

What  you  never  thought  possible." 
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The  end  of  infantry? 

When  the  sky  has  eyes  and  bullets  have  brains,  fortune  will  favor  the  army 
with  the  better  data  network.  The  U.S.  has  the  temporary  edge, 
but  technology  spreads  fast.  We  had  better  stop  worrying  about  adultery — 
and  start  thinking  how  to  adapt  our  military  to  the  computer  age. 


By  Philip  E.  Ross 

AT  ONE  POINT 
during  the 
Dayton  nego- 
tiations over  Bosnia, 
the  American  hosts 
deployed  an  interest- 
ing prop.  To  con- 
vince the  Serbians  to 
widen  a  corridor  to 
Sarajevo,  they  pre- 
sented a  video  fly- 
through  of  the  area. 
The  diplomats  got 
the  message:  We 
know  where  you  live. 

The  fly-through 
used  archived  geo- 
physical data.  But 
with  an  appropriate 
web  of  sensors  you 
could  do  it  in  real 
time,  observe  the 
generalissimo  as  he 
dawdles  with  his  mis- 
tress— and  drop  a 
bomb  on  him.  Some 
sensors  are  already 
mounted  on  robotic 
airplanes.  Others, 

mounted  on  satellites,  peek  through  cloud  cover  as  if  it 
were  glass.  You  could  mount  still  more  sensors  on  every 
moving  vehicle,  manned  or  unmanned,  and  on  every  sol- 
dier, and  then  knit  the  various  data  streams  into  a  coher- 
ent whole. 

The  U.S.  military  has  been  using  aerial  video  cameras 
at  least  since  the  early  1980s.  They  used  to  be  expensive. 
Now  they  are  ridiculously  cheap,  making  possible  a  bat- 
tlefield that  would  have  millions  of  them.  At  a  certain 
point  a  quantitative  change  becomes  a  qualitative  one.  In 
other  words,  Moore's  Law — the  prediction  of  ever  more 
powerful  and  cheaper  semiconductors — is  destined  to 
change  the  nature  of  war. 

Analysts  speak  confidently  of  gaining  a  clear  digital  pic 
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ture  of  everything 
that  goes  on  in  a  box 
200  miles  wide  by 
200  miles  long,  and 
of  sharing  that  infor- 
mation at  all  levels 
of  command,  right 
down  to  the  platoon 
level.  No  more  wast- 
ing shells  and  bombs 
on  where  you  hope 
the  other  guy  is  dug 
in.  This  "system  of 
systems,"  as  former 
vice  chairman  of  the 
Joint  Chiefs  of  Staff 
Admiral  William  A. 
Owens  calls  it,  exist- 
ed in  embryonic 
form  during  the  Per- 
sian Gulf  war,  when 
prototypes  of  j-stars, 
or  joint  surveillance 
and  targeting  sys- 
§  terns,  were  able  to 
1  tell  wheeled  vehicles 
>  from  tracked  ones  in 
5    southern  Iraq. 

This  is  more  than 

a  parlor  game;  it  is  a  revolution  in  military  affairs  as 
sweeping  as — or  more  so  than — the  development  of  air- 
craft. In  the  short  run,  it' benefits  the  sole  remaining  mil- 
itary superpower,  the  United  States,  which  has  an  edge  in 
information  technology.  In  the  longer  run,  though,  as 
Moore's  Law  makes  the  high-tech  materiel  of  war  more 
affordable,  every  violent  crook  and  two-bit  dictator  may 
be  able  to  use  it. 

Say  good-bye  to  the  massive  citizens'  army,  created 
during  the  French  Revolution  and  deployed  so  ably  by 
Napoleon.  Stepping  over  the  corpses  of  French  soldiers, 
Napoleon  said,  "Small  change,  small  change.  One  Parisian 
night  will  soon  adjust  these  losses."  The  idiot  generals  of 
World  War  I  carried  his  philosophy  to  bloodier  extremes. 

Forbes  ■  July  7,  1997 


Many  farmers  today 
are  receiving  messages 
\  from  outer  space. 
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Victory  will  no  longer  go  to  him  with  the  biggest  battal- 
ions, but  to  him  with  the  smartest  weapons  and  best- 
trained  technicians.  The  infantry  soldier  will  no  longer 
decide  the  outcome.  His  (or  her)  job  will  be  merely  to 
clean  up  and  occupy  territory. 

These  sweeping  changes  are  a  prescription  for  doctrin- 
al confusion  and  backbiting  in  the  armed  services. 
Remember  the  court-martial  of  General  Billy  Mitchell? 
Remember  the  French  high  command's  reluctance  to 
abandon  horse  cavalry?  We  may  be  more  fortunate  than 
we  realize  to  suddenly  lack  for  major  enemies,  for  it  buys 
us  time  to  convert  to  the  new  kind  of  military. 

"We've  been  operating  from  'sunset'  platforms,"  says 
Eliot  Cohen,  a  military  historian  at  Johns  Hopkins  Uni- 
versity who  oversaw  the  Pentagon's  review  of  the  air  war 
in  the  Persian  Gulf.  "Tanks,  aircraft  carriers,  aircraft,  will 
have  a  long  life,  no  doubt,  in  the  same  way  the  battleship 
did.  But  they  are  being  replaced,  and  the  military  organi- 
zations that  have  been  built  up  around  them  will  change." 

"Since  the  1920s  the  Air  Force  has  said  it  could  conduct 
a  war  entirely  from  the  air,"  says  Martin 
Libicki  of  the  National  Defense  Univer- 
sity. That  didn't  happen  in  World  War  II, 
when,  says  Libicki,  "we  had  a  pretty  good 
chance  to  drop  a  bomb  within  a  city's 
limits.  Now  we  can  take  out  a  bridge. 
Maybe  there's  no  longer  any  need  to 
have  humans  in  the  cockpit  at  all." 

Why  then  do  we  still  have  men  in 
cockpits  and  bomber  squadrons  and  air- 
craft carriers?  Well,  these  things  still 
work  against  a  clumsy  army  like  Iraq's. 
But  next  time  we  fight  a  war — and  we 
will — expect  to  see  roboplanes:  unpilot- 
ed  aerial  vehicles,  sometimes  called 
drones.  These  high-tech  airplanes  can  reconnoiter  the 
enemy  and  help  missile  crews  lock  in  on  their  targets.  The 
beauty  of  the  drone — and  the  strangeness  of  it,  given  Pen- 
tagon budgetary  tastes — is  that  it  costs  so  little  in  money 
and  in  lives  (on  our  side). 

"For  money  that  would  not  buy  you  enough  classical 
technology  to  matter  a  damn,  you  can  have  a  significant 
amount  of  this  new  weaponry,"  says  Daniel  Goure  of  the 
Center  for  Strategic  &  International  Studies.  "Figure  100 
drones  at  $5,000  each — that's  less  than  you'd  pay,  over  a 
year,  for  a  platoon  of  tanks."  To  say  nothing  of  the  cost  of 
paying,  feeding  and  housing  half-a-hundred  tank  warriors. 

The  roboplanes  would  give  ground  commanders 
detailed  information  on  the  battlefield,  and  if  the  enemy 
shot  half  of  them  down,  you  could  just  throw  in  some 
more.  At  some  point,  robotic  sensor  devices  might  have 
to  be  regarded  as  not  worth  the  trouble  of  shooting 
down.  Goure  says,  "Let's  go  to  the  next  stage:  If  I'm 
putting  that  [drone]  over  there  to  do  surveillance,  why 
not  put  a  missile  in  it?  It  adds  to  the  expense — $5,000 
now  becomes  $50,000 — but  it's  still  a  lot  cheaper  than  an 
F-22  fighter  with  a  bunch  of  bombs  and  a  pilot,  training 
and  Maintenance. " 

It  is  fairly  safe  to  predict  that  the  first  time  the  govern- 


ment deploys  a  complex  information  system  it  will  discov- 
er a  multitude  of  bugs — much  as  early  cannons  were  quite 
likely  to  blow  up  on  their  crews  or  crush  them  on  the 
recoil.  Ultimately,  though,  these  systems  are  going  to  work. 
And  then?  Information  on  the  battlefield  will  become  so 
rich,  so  accurate,  so  immediate,  so  easily  available  to  all 
levels,  that  it  will  be  suicidal  to  mass  troops  on  the  ground. 
You  would  just  be  giving  the  enemy  a  nice  target. 

Instead,  small,  agile  groups  of  what  the  U.S.  Army  calls 
land  warriors  will  spread  themselves  thinly  over  a  lot  of 
ground,  making  multiple  hard-to-hit  targets  instead  of  a 
single  rich  target.  Small  groups  of  soldiers,  together  with 
robotic  surveillance  aircraft  and  perhaps  robotic  fighter- 
bombers,  would  also  be  able  to  target  the  enemy  with 
such  precision  that  you  could  hope  to  kill  the  bad  guys 
without  endangering  many  civilians,  making  your  gun- 
boat diplomacy  all  the  more  credible  in  enemy  eyes.  In 
1986  the  U.S.  tried  to  take  out  Libya's  nutcase  ruler, 
Muammar  Qaddafi,  but  he  escaped.  Next  time  he  won't. 
(One  hopes  he  realizes  this.) 

The  Prussian  theorist  Karl  von 
Clausewitz  wrote  of  the  "fog  of  war," 
referring  to  the  smoke  and  confusion 
that  takes  over  when  battle  starts.  Tol- 
stoy in  War  and  Peace  draws  an  unfor- 
gettable picture  of  how,  once  battle  is 
engaged,  the  leaders  tend  to  lose  con- 
trol. Modern  technology  will  dispel 
much  of  the  fog  of  war.  It's  hard  to 
argue  with  the  results  of  the  Persian 
Gulf  war,  which  showed  what  you  can 
do  with  superior  intelligence  and  preci- 
sion-guided ordnance.  We  haven't  yet 
learned,  however,  how  an  equally  well- 
equipped  and  savvy  enemy  might 
counter  these  tactics  and  even  subvert  our  data  gathering. 

Take  the  first  electronic  intelligence  innovation,  radar, 
which  went  to  war  on  Britain's  side  in  1940.  Before  the 
war's  end,  Germany  also  had  radar,  and  both  countries 
were  evolving  countermeasures  like  aluminum  chaff. 
Today's  incomparably  more  sophisticated  radar  has  itself 
provoked  the  development  of  vastly  better  counter- 
measures,  collectively  known  as  stealth  technology.  But 
whereas  electronics  get  cheaper  every  year,  stealth  tech- 
nology depends  on  materials  science  and  therefore  can  be 
expected  to  remain  extremely  expensive  for  years  to  come. 

Low  cost  also  has  a  downside  because  it  means  the 
materiel  of  war  eventually  becomes  available  off  the  shelf. 
It's  happening  right  now,  says  Peter  Wilson,  a  military 
analyst  for  Band  Corp.  "There  are  going  to  be  three 
global  utilities  in  the  next  five  years:  very  precise  naviga- 
tion, mobile  phones  and  satellite  surveillance,"  he  says. 
"Third  parties  could  take  advantage  of  all  this  by  buying 
it.  The  U.S.  military  may  want  to  jam  these  services  but 
not  be  allowed  to.  Others  may  be  terribly  dependent  on 
the  global-positioning  system,  for  example." 

Enemies,  particularly  small  or  desperate  ones,  might 
not  be  so  considerate  of  the  needs  of  others.  Say  we  were 
to  have  a  serious  conflict  with  China  over  Taiwan.  It 


In  World  War  II  we  had 
a  pretty  good  chance 
to  drop  a  bomb  within  a 
city's  limits.  Now  we  can 
take  out  a  bridge.  Maybe 
there's  no  longer  any  need 
to  have  humans  in  the 
cockpit  at  all. 
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TO  US,  HIGH-TECH  THEFT  IS  IMO  SIVl/XLL  IVl/YTTER. 


The  theft  of  high- valued  electronic  components,  intellectual  property,  and  software  robs  the  world's  high-tec 
companies  of  their  competitive  edge.  And  for  those  companies  who  must  safeguard  their  property  and  their 
assets,  thefts  pose  a  significant  challenge.  As  the  insurer  of  more  than  40%  of  the  nation's  largest  electronics 
companies,  Chubb  has  responded  by  helping  the  electronics  industry  fight  back  by  conducting  loss  prevention 
and  safety  awareness  seminars,  distributing  educational  materials,  and  supporting  law  enforcement  initiatives. 

Chubb  has  also  supported  the  creation  of  the  Technology  Theft  Prevention  Foundation,  a  non-profit  coalition 
of  electronics,  insurance  and  law  enforcement  professionals  dedicated  to  keeping  high-tech  companies  from 
becoming  targets  for  high-tech  thieves.  Chubb  has  been  a  leading  insurer  of  technology-focused  businesses  for 
more  than  30  years.  So  it's  no  surprise  that  Chubb  continually  finds  innovative  ways  to  respond  to  its  customers' 
most  significant  risk  management  needs. 


For  more  information  about  Chubb's  unique  worldwide  approach  to  insurance  for  the  electronics  industries, 
or  about  the  Technology  Theft  Prevention  Foundation,  contact  your  agent  or  broker.  You  can  also  visit  our 
web  site  at  http://www.chubb.com 


For  promotional  purposes,  Chubb  refers  to  i 
conditions  and  exclusions  of  the  polici 


CHUBB 


overage  afforded  is  subject  to  the  terms, 
615,  Warren,  NJ  07061-1615. 
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could  be  a  naval  and  air  war,  short  and  sweet,  with  victo- 
ry for  the  U.S.  Or  the  Chinese  could  up  the  stakes  by 
shooting  off  a  small  nuclear  bomb  tuned  to  cause  maxi- 
mum damage  to  electronic  circuitry.  Such  an  electro- 
magnetic pulse  bomb  could  fry  our  satellite  communica- 
tions and  leave  our  forces  digitally  challenged. 

"We  will  have  the  advantage  in  the  short  run,"  Wilson 
says.  "But  in  20  years?  The  Chinese  could  be  formidable; 
the  Russians  could  come  out  of  their  deep  dive.  Also, 


international  criminal  organizations  have  proved  very 
adaptive  to  technology.  They  love  this  stuff." 

The  U.S.  may  well  have  a  generation  in  which  to  rethink 
its  military  strategy,  but  it  should  waste  no  time  in  devel- 
oping the  information  technology  it  needs  for  the  next  war. 

Time  to  stop  worrying  about  which  general  slept  with 
whom  when  and  start  remembering  that  countries  need 
armies — and  that  technology  has  not  much  changed  the 
greed  and  belligerence  of  human  nature.  Hi 
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Unleashing  The  Power  Within 


Disposable  and  Specialty  Products  Kendall 'Armin' Ludlow  Flow  Control  Anvil/Canvil'WinnValves'  Hindle  Valves' Neotecha' J. B  Smith  TYC 

Fire  and  Safety  Services  Gnnnell'Ansul'  Mather  &  Piatt  •  Mueller 'O'Donnell  Griffin 'Total  Walther'Wormald 'Jhorr,  Security 'Earth  Tech  Mftnfof 

Electrical  and  Electronic  Components  Allied  Tube  &  Conduit' Simplex  Technologies 'Tyco  Printed  Circuit  Group  T^  YSC 

PO  Box  497,  Exeter.  NH  03833  http://www.tycoint.com 


The  other  is  information.  Because  no  trade  would 
ever  be  made  without  it.  And  helping  clients  manage 
information— not  just  process  it— is  what  Unisys  does 
best.  That's  why  Unisys  solutions  are  trusted  for  the  most 
demanding  jobs— like  trading  over  800  million  shares  in  a 


single  day.  Unisys  systems  support  500  transactions  a  sec- 
ond, transmitting  details  to  over  3,000  workstations.  And 
Unisys  is  behind  everything  from  managing  a  quotation 
database  to  maintaining  the  world's  first  "electronic  trading 
floor."  It's  all  part  of  information  management— our  way  of 


othin 


helping  you  use  information  as  an  asset  to  gain  competitive 
advantage.  Call  for  details  and  learn  what  clients  like  The 
Nasdaq  Stock  Market  learned.  When  it  takes  information  to 
run  your  business,  it  takes  Unisys  to  help  you  run  it  better. 

www.unisys.com  or  1-800-874-8647,  ext.  222 


UNISYS 


When  information  is  everything. 


Robocop 

You're  on  camera!  Knowing  that,  how  many  killers, 
thieves  and  kidnappers  would  carry  on?  Technology 
may  do  more  than  tough  judges  or  cops  to  cut  crime. 


By  Srikumar  S.  Rao 

1:03  p.m.:  Sergeant  Gregory 
Lewis  of  the  College  Station, 
Tex.  police  department  receives 
the  call  in  his  car  while  cruising  on 
Highway  6.  Carjacking  and  kidnap- 
ping at  the  Post  Oak  Mall. 

1:08  p.m.:  Screeching  to  a  halt  in 
front  of  a  department  store,  Sergeant 
Lewis  separates  a  distraught  woman 
from  the  gathering  crowd.  She  had 
strapped  her  5 -year-old  into  the  back 
seat  and  was  entering  the  driver's  seat 
of  her  Camry  when  two  men  came 
alongside.  One  yanked  her  out  and 
hurled  her  to  the  ground.  Both  got 
into  the  car  and  sped  away  with  her 
child  screaming  in  the  rear. 

There  are  eyewitnesses,  and 
Sergeant  Lewis  takes  quick  descrip- 
tions of  the  carjackers.  The  mother 
has  a  wallet-size  photo  of  her  daugh- 
ter, and  he  scans  it  into  his  handheld 
PC.  The  image  is  instantly  digitized 
and  enlarged.  Software  enables  him 
to  come  up  with  composite  drawings 
of  the  criminals  based  on  the  eyewit- 
ness descriptions.  The  pictures  are 
transmitted  to  dozens  of  patrol  cars. 

1:29  p.m.:  State  Trooper  Clay 
Taylor  pulls  into  a  truck  stop  in 
Hearne,  20  miles  away.  He  ambles 
through  the  restaurant,  mentally 
comparing  faces  with  the  pictures 
spewed  out  by  his  onboard  printer.  A 
burly,  overwrought  man  who  is 
sweating  profusely  looks  like  a  close 
match.  Taylor  shoots  the  man  with  an 
inconspicuous  video  camera.  Wireless 


Srikumar  S.  Rao  is  chairman  of  the  marketing 
department  at  the  C.W.  Post  campus  of  New  York's 
Long  Island  University. 


links  transmit  the  images  to  the  com- 
puter in  his  patrol  car  and  then  to 
headquarters. 

1:31  p.m.:  "That's  him!"  screams 
the  woman,  looking  at  the  likeness  of 
the  burly  man  on  a  television  screen 
at  the  police  station.  A  computer 
takes  dozens  of  facial  measure- 
ments— such  as  the  distance  between 
his  eyes — and  compares  them  with  a 
federal  database  of  known  felons. 
Three  minutes  later  it  has  a  match. 
The  burly  man  is  wanted  in  Montana 
for  armed  robbery  and  manslaughter. 

1:37  p.m.:  The  burly  man  emerges 
from  the  restaurant  and  gets  behind 
the  wheel  of  a  Mercury  Sable.  Beside 
him  is  an  accomplice.  There  is  a 
figure  in  the  rear.  The  face  of  a  small 
girl  appears  above  the  back  seat,  and 
the  accomplice  forces  her  down. 
Taylor  rushes  to  his  car  and  punches 
in  the  license  number  of  the  Sable.  A 
database  reveals  that  it  was  reported 
stolen  ten  minutes  ago. 

As  the  Sable  pulls  out  of  the  truck 
stop,  Taylor  pursues  it  at  a  distance. 
He's  not  going  to  pounce  until  he 
has  some  backup.  He  uses  radar  to 
track  the  car  and  a  satellite  position- 
ing system  to  transmit  his  location  to 
a  police  dispatch  system.  The  dis- 
patch officer  plots  an  interception. 

1:46  p.m.:  The  Sable  runs  over  a 
thin  hose  rolled  across  the  highway, 
triggering  a  powerful  electromagnet- 
ic pulse  that  disables  its  ignition  and 
engine-control  electronics.  It  coasts 
to  a  halt  200  feet  away.  From  behind  ^ 
a  clump  of  trees  close  to  where  they 
knew  the  car  would  stop,  police  offi-  i 
cers  bombard  the  Sable  with  a  pul-  § 
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sating  green  laser  that  nauseates  and 
disorients  the  carjackers.  The  child  is 
taken  to  a  hospital,  frightened  but 
unharmed. 

Elapsed  time  between  kidnapping 
and  capture:  48  minutes. 

Postscript:  The  burly  man's  com- 
panion is  wearing  a  gold  bracelet.  A 
photograph  of  the  bracelet  is  com- 
puter-matched with  a  database  of 
stolen  objects.  It  was  reported  taken 


from  a  pawnshop  in  New  Mexico 
during  a  robbery  in  which  the  owner 
was  shot  and  killed.  Another  case 
solved. 

The  scenario  is  imaginary.  The 
equipment,  however,  is  not.  Lewis 
and  Taylor,  both  real  police  officers, 
patrol  College  Station  in  police  cars 
that  already  have  most  of  the  features 
described  above. 

Computer  technology  is  not  just 


transforming  the  way  we  do  business. 
It  is  permeating  every  aspect  of  our 
lives.  Safer  streets  are  one  probable 
dividend. 

Analyzing  police  procedures  is  no 
different  from  analyzing  the  manu- 
facture of  widgets.  It  is  both  cost- 
effective  and  efficient  to  repair  the 
widget  assembly  line  immediately 
after  it  starts  producing  defective  wid- 
gets. It  is  equally  cost-effective  and 


What  if  the  bad  guys  get  technology? 

Facial  measurements  can  identify  you  as  accurately  as 
fingerprints.  They  also  do  it  covertly.  Several  companies 
are  working  on  systems  that  can  scan  a  crowd,  compare 
faces  against  a  database  of  millions  of  faces,  and  signal  any 
matches.  The  Secret  Service  would  have  a  legitimate 
application  for  the  technology:  scanning  the  throng 
around  a  presidential  motorcade  to  pick  out  people  who 
have  made  threats  against  the  President  or  who  are 
mentally  unstable.  Some  other  potential  users  might 
give  you  pause. 

What  if  officials  in  China  or  Myanmar  used  the  tech- 
nology to  track  or  harass  their  political  opponents?  A  net- 
work of  cameras,  fitted  with  image  intensifiers  and  night- 
vision  capabilities,  could  monitor  a  city  24  hours  a  day. 

Ominous  uses  of  technology  surface  daily.  Mexican 


Bug  sniffer  Moschetti 

The  fly  on  the  wall  may  be  a  transmitter. 


drug  lords  are  reported  to  use  sophisticated  laser  micro- 
phones, which  reconstruct  conversations  inside  a  room 
from  minute  vibrations  of  windowpanes,  to  keep  tabs  on 
drug  investigations.  Several  police  officers,  including 
Tijuana  police  chief  Ernesto  Ibarra  Santes,  have  been 
slain  recently,  presumably  because  they  were  getting  too 
close  to  powerful  criminals.  Colombian  drug  cartels  are 
said  to  computer-analyze  phone  records  of  entire  cities  to 
determine  who  calls  American  agents,  narcotics  police  or 
suspected  informers.  When  leaks  are  narrowed  down  to  a 
handful  of  suspects,  they  simply  eliminate  all  of  them. 

Skip  Moschetti,  who  runs  Defense  Intelligence 
Resources,  a  technological  surveillance  countermeasures 
company  in  La  Jolla,  Calif.,  reports  on  underground 
activity  around  the  world.  He  detects  microphones  small- 
er than  a  fingernail  that  can  hold  up  to  eight  hours  of 
conversation.  When  full  they  transmit  the  information  in 
a  burst  that  lasts  two  seconds.  "If  you  blink,  you  miss  the 
burst  on  your  equipment,"  says  Moschetti. 

Industrial  espionage  is  on  the  rise.  Moschetti  claims 
that  one  of  his  clients,  the  chief  executive  of  a  Forbes 
500  company  that  was  in  a  messy  takeover,  had  reason  to 
believe  confidential  information  was  leaking  out.  A  sweep 
of  his  office  and  boardroom  showed  them  to  be  clean. 
Moschetti  followed  him  for  days  and  noted  that  he 
always  used  the  same  table  at  an  expensive  Manhattan 
restaurant  and  frequently  worked  there  for  hours.  How- 
ever, his  equipment  revealed  no  microphones.  Still  suspi- 
cious, Moschetti  examined  the  ceiling  above  his  client's 
table  and  found  a  video  camera  no  bigger  than  a  pillbox 
that  could  take  close-up  pictures  of  all  documents  on  the 
table  and  transmit  them  over  a  concealed  telephone  line. 
In  this  particular  case,  Moschetti  says,  he  persuaded  his 
client  to  feed  disinformation  to  the  snooping  device.  The 
client  got  a  pretty  good  idea  of  who  planted  the  device 
when  action  was  taken  on  the  basis  of  the  spurious  data, 
and  ultimately  prevailed  in  his  takeover  battle. 

Bad  guys  use  color  scanning  and  printing  equipment 
(for  document  forgery),  remote-controlled  triggers  (for 
bombs),  sniffing  software  (to  steal  passwords)  and  cellu- 
lar telephone  scanners  (for  stealing  phone  service). 

But  smart  bad  guys  are  in  the  minority.  Most  hood- 
lums are  not  well  equipped  and  are  in  fact  dumb  enough 
to  do  something  like  using  an  ATM  card  taken  from  a 
murder  victim.  -S.S.R.  Bi 
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Why  some  of  the  biggest 
nantffacturers  refuse  to  make 
shirts  for  us. 


">ure,  they  want  the  business. 
^  But  not  when  they  hear 
J  how  finicky  we  are  about 
rerything  that  goes  into  a 
inds'  End  Buttondown. 
From  the  fit  and  the  fabric,  to 
e  stitching  of  the  buttonholes. 
Before  you  buy  anybody's 
lttondown,  just  consider  what 
>es  into  ours: 

A  classic  fit  Some  compa- 
es  go  overboard;  they  cut  off- 
e-shoulder,  with  big,  blousey 
mholes.  When  you  put  a  jack- 
on,  the  fabric  bunches  up. 
Our  shoulders  are  a  little 
ore  relaxed  than  years  gone  by. 
it  the  cut  is  still  traditional. 
So  there's  no  bunching  up  -  and 
u  look  better. 

A  longer  sleeve  placket.  Tip  to 

ff,  ours  is  6  an  inch  (or 
?  ore)  longer  than  others.  This 

makes  it  easier 


1  lay  out  the  sleeve  for  ironing, 
J  ds  to  your  comfort.  Note  the 
f«itra  button:  an  Old  World  touch. 

i  |Longer  shirttails,  which  stay 
i.cked  in.  Some  shirtmakers 
;  breviate  their  tails  to  save  on 
1  )ric.  Ours  are  longer 
1  1"  or  more. 

A  deep  chest  pocket.  V 

bids  eyeglasses  or 
]  ns  securely,  so  they 
1  >n't  fall  out 


A  supple,  natural  roll  collar. 

Some  shirtmakers  line  collars  with 
a  cheap  polyester.  In  washing, 
it  reacts  differently  than  cotton, 
producing  crinkles. 

Our  collars  have  a  natural  lining 
we  discovered.  It  shrinks  just 
like  cotton:  your  collar  stays 
neater. 

Buttons  that  defy  even 
a  commercial  laundry. 

Our  new  buttons  are  made 
of  the  same  tough  resin  used 
in  bowling  balls  and  boat  hulls. 

Grommets  behind  collar 
buttons.  Soft  pads  inside  the  shirt 
to  keep  the  buttons  from  ripping 
through.  Most  manufacturers  omit 
grommets  -  buttons  must  fend  for 
themselves. 

Each  buttonhole  has 
120  lock  stitches.  Most 
shirtmakers  use  fewer 
stitches  -  90  to  100  stitches 
per  buttonhole.  Ours  hold 
up  better:  you  have  to 
work  to  fray  one. 


Strong,  single -needle 
stitching  on  shoulder  and 
armhole  seams.  The  seams 
lie  flat,  feel  smooth. 
(Many  manufacturers 
can't  do  single-needle 
work.) 


Know  what?  We've 
run  out  of  space,  and 
still  haven't  covered 
everything. 

We've  only  found 
two  manufacturers 
who  can  build  shirts 
our  way.  But  when 
you  put  on  our 
Buttondown  -  and  see 
how  you  look  -  you'll  agree  that 
being  picky-picky  has  paid  off. 

Fact  is,  you  can  pay  two  or  three 
times  as  much,  and  still  not  get  all 
our  features. 
Why  not  call  for  our  catalog? 
Where  we  can  really  tell  you 
about  our  shirts....  ^ 
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efficient  to  strike 
out  at  bad  guys  WBUS/MMmWi 
while  the  trail  is 
still  warm. 

Unfortunately  we  are  not  there 
yet.  Says  William  Baker,  a  manager  at 
the  Federal  Highway  Administration 
who  is  helping  to  design  this  law 
enforcement  system  of  the  future: 
"We  don't  have  the  networks  or  the 
databases  or  the  seart:  software  in 
place.  But  the  technology  is  available, 
and  we  are  working  to  fc  ing  it  all 
together." 

Time  to  get  moving  on  There 
are  waits  while  suspects  are  id  dried, 
offenders  tracked,  results  of  forensic 


tests  obtained  and  warrants 
issued.  Coordination 
between  different  agencies, 
each  of  which  has  some 
knowledge  about  a  crime  or 
criminal,  takes  too  long. 
Some  of  this  is  caused  by 
bureaucracy.  More  is  caused 
by  a  lack  of  technology  that 
most  businesses  take  for 
granted. 

"He  might  come  to  you  in  a  car 
and  use  a  radio,  but  the  typical  law 
officer  today  basically  carries  the  same 


equipment  that  Wyatt  Earp  did,"  says 
David  Boyd,  director  of  the  Office  of 
Science  and  Technology  for  the 
National  Institute  of  Justice.  "Televi- 
sion series  that  show  police  using 
exotic  gadgets  do  not  reflect  reality." 

David  Boyd's  office,  formed  in 
1992,  is  trying  to  bring  law  enforce- 
ment into  the  next  century.  It  is 
piggybacking  on  research  done  by 
the  Department  of  Defense  and  other 
federal  agencies.  It  has  also  set  up  a 
network  of  law  enforcement  research 
centers  tucked  within  federally 
funded  research  institutions  like  the 
Aerospace  Corp.  in  El  Segundo, 
Calif,  and  Rome  Laboratory,  in 
Rome,  N.Y. 

While  the  episode  described  above 
was  imaginary,  there  have  been  less 
dramatic  real-life  successes  with  com- 
puter-aided crime  detection.  Two 
years  ago  an  8-year-old  we'll  call 
Yolanda  was  playing  in  an  alley  outside 
her  home  in  Whittier,  Calif,  when  a 
man  grabbed  her,  covered  her  mouth, 
put  her  in  his  car  and  sped  away. 

Twelve  hours  later  a  sexual- 
ly molested  Yolanda  was 
released  within  a  block  of 
where  she  was  picked  up. 

"She  is  an  amazing  kid," 
says  Sergeant  Edward 
Childs  of  the  Whittier 
police  department.  "She 
remembered  street  signs, 
highways  and  other  details 
of  where  she  had  been 
taken."  Yolanda  helped 
Childs  locate  a  Target  store 
where  the  molester  had 
bought  her  a  stuffed  bear 
to  quiet  her.  The  security 
cameras  in  the  store  had 
picked  up  the  man  and  the 
girl  as  they  visited  several 
departments.  Alas.  "They 
were  grainy,  poor-quality 
images,"  recalls  Childs. 
"We  just  couldn't  get  a 
recognizable  mug  shot 
that  we  could  distribute." 

The  police  went  to 
researchers  at  Aerospace 
Corp.  for  help.  "We  digi- 
tized the  images,  analyzed  them  on  a 
computer,  manipulated  the  contrast 
and  brightness,"  says  Robert  Pentz, 
director  of  the  Law  Enforcement 
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uficio  brings  the  power  of  the  future  into  your  office  with  affordable,  automated,  easy-to-use  digital  office  equipment.  You'll 
|-eate  dazzling  presentations,  thanks  to  spectacular  image  quality  and  colors  so  vibrant  they  have  a  life  of  their  own. 
icorporating  a  unique,  modular-design  configuration,  Aficio  lets  you  choose  from  a  variety  of  full-color  or  black-and-white 
jgital  copiers.  You  can  add  optional  faxing,  printing  and  networking  modules  —  whatever  arrangement  best  satisfies  your 
quirements.  And  Aficio  is  PC  connectable.  See  what  we  can't  show  you  here  —  a  real  Aficio  copy.  Call  1  -800-63-RICOH  or 
[eet  us  online  at  http://www.ricoh.com.  The  productivity  of  the  future  is  yours  today  —  with  the  digital  power  of  Aficio. 
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Center  at  Aerospace.  "We  came  up 
with  a  usable  photograph  within  48 
hours."  It  was  released  to  the  media. 
Allen  Eugene  Nedrow,  on  parole  for 
child  molestation,  was  recognized  by 
his  parole  officer  and  picked  up  the 
same  day.  He  was  sent  back  to  prison 
on  a  42 -year  sentence. 

Something  as  mundane  as  a  rela- 
tional database  can  pay  dividends  for 
police.  The  Oxnard,  Calif,  police 
department  created  a  database  of 
gang  members,  with  names,  address- 
es, phone  numbers,  photos  of  tat- 
toos, nicknames,  names  of  associates, 
cars,  criminal  records  of  family  mem- 
bers, distinguishing  scars,  drug  habits 
and,  in  some  cases,  details  of  every 
encounter  with  the  law  and  school 
records. 

"In  one  instance  one 
of  our  gang  members 
was  involved  in  a  homi- 
cide in  Santa  Barbara," 
explains  Cheryl  Garcia, 
gang  offender  case  man- 
ager. "[This  system] 
helped  us  identify  and 
locate  him  in  a  hurry.  In 
another,  a  gang  member 
denied  in  court  that  he 
was  one.  We  were  able 
to  fish  out  photographs 
of  him  in  gang  regalia  to 
refute  this." 

There  was,  until 
recently,  an  excuse  for 
crummy  electronics  in 
law  enforcement:  lack  of 
money.  That's  no  excuse 
anymore.  Moore's  law 
has  made  everything 
with  a  transistor  in  it 
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Nanogen 

San  Diego,  Calif. 

Genetic  sample  processing; 
DNA  microchip 

'■.  nanogen.com 

Foster-Miller 

Waltham,  Mass. 

Less  than  lethal  net  projectile 

foster-miller.com 

Miros 

Wellesley,  Mass. 

Facial  recognition  systems 

miros.com 

Jaycor* 

San  Diego,  Calif. 

Automobile  arrestor; 
acoustic  weapon  detector 

jaycor.com 

'Initial  public  offering  pending. 

Sensor  mounted  on 
a  plane;  narcotics 
agents  manufacturing 
methamphetamine 
in  a  test 
Big  Brother  is 
sniffing. 


ever  cheaper. 

Imagine  how  just  two  electronic 
technologies — wireless  communica- 
tions and  video  cameras — could  make 
a  serious  dent  in  street  crime  in  a  big 
city.  Suppose,  for  example,  that  every 
subway  car  were  outfit- 
ted with  10  video  cam- 
eras and  20  panic  but- 
tons. When  a  button  is 
pressed,  the  cameras 
transmit  pictures  to  a 
police  dispatching  sta- 
tion. If  something 
doesn't  look  right, 
police  meet  the  train  at 
the  next  station. 

Or  imagine  this.  Cab 
drivers  buy  cameras  and 
display  screens  for  the 
backs  of  their  cabs.  A 
neural  network  detects 
threatening  moves — 
such  as  pulling  out  a 
knife  or  a  gun — and 
switches  on  the  camera, 
which  beams  images  to 
a  police  station.  Instant- 
ly the  passenger  is  in  a 
videoconference  with 


the  police  sergeant.  With  the  camera 
on  him  and  the  cop  watching,  does 
the  crook  still  want  to  do  a  holdup? 
Possibly,  but  less  likely. 

Here's  another  idea.  In  a  section  of 
town  where  felony  rates  are  high,  you 
equip  every  resident  with  a  cellular 
wrist  alarm.  These  cheap  transmitters 
would  work  off  existing  cellular 
phone  networks.  If  any  mugging 
victim  or  bystander  presses  the  two 
buttons  on  his  alarm  within  a  two- 
second  interval,  his  position  and 
identity  are  transmitted  to  a  police 
computer,  which  dispatches  the  near- 
est patrol  car.  If  a  lot  of  people  had 
these  things,  there  would  be  fewer 
happy  muggers  on  the  streets. 

Exotic  electronic  devices  like  these 
are  suddenly  affordable.  You  can  get 
a  decent  video  camera  for  $400.  A 
cellular  alarm  would  be  like  a  beeper 
working  in  reverse  and  no  more 
expensive.  U.S.  taxpayers,  who 
already  spend  $28  billion  a  year  on 
police  salaries,  might  be  willing  to 
spend  a  few  billion  more  on  electron- 
ics. Perhaps,  if  they  were  sufficiently 
fed  up  with  street  crime,  they  could 
even  find  a  way  to  overcome  the 
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UFOs,  Elvis  sightings  and  Nessie,  the  Loch  Ness  Monster, 
are  all  dubious.  But  Ssangyong  is  not.  With  57  years  of 
experience  in  every  core  economic  field-international  trade, 
engineering  &  construction,  automobiles,  cement,  oil  refining, 
investment  &  securities,  heavy  industries  &  machinery,  paper, 
insurance  and  information  &  communications-Ssangyong 
has  proven  itself  a  trustworthy  and  reliable  partner.  In  120 
countries  worldwide,  Ssangyong  is  challenging  the  future  and 
delivering  reliability. 
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Electronic  surveil- 
lance in  downtown 
Baltimore 
The  eyes  may 
be  as  good 
as  street 
lamps. 


inevitable  court  challenges  to  any- 
thing that  helps  the  police. 

Shimmering  on  the  horizon  are 
entirely  new  methods  of  detecting 
crimes,  identifying  criminals,  protect- 
ing police  officers  and  incapacitating 
violent  offenders. 

■  Aerospace  Corp.  has  developed 
methods  of  identifying  molecular 
effluents,  using  remote  infrared  spec- 
tral monitoring  and  related  technolo- 
gies. A  modification  of  the  means 
used  by  the  military  to  detect  chemi- 
cal warfare  deployment  and  the  like, 
these  methods  let  police  officers 
detect  chemical  plumes  released 
during  cocaine  processing  or 
methamphetamine  production. 

■  Downtown  Partnership,  a  pub- 
lic/private not-for-profit  group, 
together  with  the  Baltimore  police 
department  and  the  Mass  Transit 
Administration,  launched  a  video 
patrol  operation  covering  16  blocks 
in  a  heavily  trafficked  area  in  down- 
town Baltimore.  Sixteen  conspicu- 
ously mounted  cameras  survey  public 
areas,  with  images  beamed  to  a  police 
monitoring  site.  Property  crime  has 
recently  declined  by  50%  in  the  area. 

■  Military  technology  developed  to 
detect  snipers  has  been  modified  for 
civilian  law-enforcement  use.  Sensi- 
tive microphones  are  mounted  on 
utility  poles  and  in  public  locations  of 


a  city  where  shots  in  the  night — or 
even  in  the  daytime — are  common- 
place. The  sound  of  a  shot  reaches 
different  microphones  at  different 
times,  and  the  system  can  pinpoint  its 
location  by  complex  calculations. 

A  two-month  test  of  such  a  system, 
which  placed  approximately  80 
microphones  in  a  square  mile  in 
Dallas,  found  that,  in  at  least  one 
instance,  faster  police  response 
enabled  law  enforcement  officials  to 


identify  witnesses  who  might  other- 
wise have  disappeared. 

■  Scientists  have  produced  a  proto- 
type computer  chip  that  can  greatly 
accelerate  DNA  testing.  Goal:  Match 
DNA  from  a  crime  scene  with  DNA 
from  a  suspect  within  minutes — 
instead  of  days. 

■  The  National  Institute  of  Justice  is 
working  with  the  Department  of 
Defense  and  private  firms  to  develop 
technology — to  be  used  in  hostage 
situations  and  drug  raids — that  will 
permit  police  officers  to  see  through 
walls.  Penetrating  radar,  ultrasonic 
acoustic  imaging  and  infrared  thermal 
imaging  are  some  methods  being 
investigated.  Some  prototype  devices 
can  provide  pictures  of  what  is  on  the 
other  side  of  several  feet  of  concrete. 

Variations  of  these  technologies, 
and  others  such  as  X  rays  and  elec- 
tromagnetic wave  detection,  have  led 
to  sophisticated  methods  of 
detecting  concealed  guns 
and  knives  from  as  far  away 
as  30  feet.  Assuming  the 
courts  go  along  with  such 
scanners,  it  would  be  hard 
for  a  hoodlum  to  walk 
undetected  down  the  street 
carrying  a  weapon. 

Can  financially  strapped 
police  departments  afford 
all  these  gadgets?  Where 
they  can't,  what's  to  stop 
public-spirited  citizens  and 
businesses  from  putting  up 
private  funds?  What  hurts 
crime  helps  business. 

Will  criminals  make  use 
of  technology  as  quickly  as 
the  good  guys  do?  Good 
question.  The  best  answer 
is  that  the  really  smart 
rotten  people  after  big 
stakes  will  use  the  gadgets. 
But  most  criminals  are  neither  smart 
nor  affluent.  When  it  comes  to 
firearms,  a  low-lQ  criminal  is  about  as 
well-equipped  as  police  departments 
and  many  store  owners.  But  the  tech- 
nology arms  race  begins  to  be  very 
lopsided  beyond  that  point.  Street 
hoodlums  do  not  tap  into  databases 
or  use  electronic  countermeasures. 

Computer  technology,  in  short, 
should  be  able  to  more  than  tip  the 
balance  toward  the  law-abiding.  BP 
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The  turning  point  in  time. 
Reverso. 


Reverso.  Avant- 
carde  since  1931. 

When  what  you're 
doinc  is  more  impor- 
tant than  how  lonc 
it  takes,  the  reverso 
is  the  only  watch 
that  lets  you  dismiss 
time.  a  nudce.  the 
case  turns.  and 
time  makes  an  ele- 
gant exit.  in  its  place, 
your  own  mono- 
cram,  encraved  on 
polished  cold  or 
steel.  High  art.  in  the 
continuous  refine- 
ment of  an  original 
art  deco  style.  gen- 
erously displayed  in 
a  Grande  Taille  size. 
High  craftsmanship, 
in  the  dependable 
beatofthe  mechani- 
cal movement  and 
the  smooth  action  of 
the  swivel  case. 
Crafted  with  dedica- 
tion BYTHE  MASTER- 
watchmakers  of 
Jaecer-LeCoultre 
for  those  who  don't 
need  the  time,  all 

THE  TIME. 


the  patent  for  the 
Reverso  case  was  regis- 
tered in  Switzerland 
on  February  16.  1932. 
Only  Jaeger-LeCoultre 
can  master  the 
complex  mechanism. 


Jaeger- leCoultre* 


Special  Retrospective  Exhibition 


"Rendez-Vous  at  the  heart  of  time" 

Jaeger-leCoultre  invites  you  to  attend  the  exhibition  "Rendez-Vous  at  the  heart  of  time," 
an  historical  collection  of  jaeger-lecoultre  timepieces  from  the  turn  of  the  century  to 
the  present.  this  exhibition  can  be  viewed  at  the  tourneau  time  machine  in  nfw  york,  ny 
from  vjune  12  -  july  14. 1997.  for  more  information  about  this  exhibition  or  for  a  free  copy  of 
"The  manufacture's  book  of  TIMEPIECES,"  PLEASE  CALL  1-800-JLC-TIME 
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The  AMD-K6  MMX  Enhanced  Processor 


for  a  new 

generation  of 

■ 

human  achievements 


What  a  child  sees  and  hears  feeds  his 
imagination.  Now  you  can  give  your  child 
a  feast  of  sights  and  sounds  unlike  any 
before.  The  AMD-K6™  MMX™  Enhanced 
Processor  delivers  a  new  generation  of  multi- 
media sound,  video,  color  and  graphics. 
It's  also  amazingly  fast  and  affordable. 
Which  makes  it  a  smarter  choice  than  the 
Pentium®  II  processor  for  running  Microsoft 
Windows®-based  PCs.  Of  course  that's 
the  kind  of  achievement  you'd  expect 
from  a  company  that's  shipped  over 
50  million  processors  in  just  the  past 
five  years.  Now,  think  what  your  child, 
and  you,  can  achieve.  Visit  our  website. 

AMDH 

www.amd.com 
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Your  bath  is  drawn, 
Sir  or  Madam 


Few  people  today  can  afford  a  house 
full  of  servants,  but  who  will  need 
them  when  the  house  is  loaded  with 
sensors  and  actuators? 


By  Eric  Nee 


Your  eyes  open.  You  look  over  at  the  clock  sitting  on  the 
bedside  table.  It's  6  a.m.  You  get  out  of  bed  and  struggle 
to  wake  up.  The  infrared  sensors  in  the  wall  and  the  pres- 
sure sensors  in  your  bed  detect  your  motion,  check  it 
against  a  clock  to  make  sure  you  haven't  gotten  up  just  to 
go  to  the  bathroom  and  decide  it's  time  to  bring  the 
house  to  life. 

j         The  heat  has  already  been  turned  up  in  the  bed- 
.     room,  bathroom,  hall  and  kitchen.  A  motion 
^ detector  will  turn  the  lights  on  as  you  enter 
each  room,  and  off  after  you  leave  it.  The 
water's  been  turned  on  in  the  shower  so  it's 
warm  by  the  time  you  get  there.  The  com- 
puter in  your  den  has  already  called  up 
the  overnight  sports  scores  you  want. 

You  get  into  your  car.  The  seat,  mir- 
rors, steering  wheel  and  air  conditioner 
automatically  adjust  to  your  preferences. 
The  car  knows  who  you  are  because  sen- 
sors detect  your  height  and  weight 
when  you  sit  down. 


powor  vesonBtes.  welcome  to  PQirk  Avenue.  The  stuvm'mg  new 
Architecture,  the  strong,  Assured  per-fomQnce  And!  such  smooth 
V\&v\c$[iv\q  characteristics  underscore  one  thing:  there.  Is  no  more 
CoMMndlmg  pi&ce  on  pQrk  Avenue  thQn  pQrte  Avenue. 
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You  drive  to  a  doctor's  appoint- 
ment. Instead  of  a  nurse,  a  technician 
walks  in,  sticks  a  vital-signs  sensor 
onto  your  arm  and  gets  a  quick  read- 
out of  your  pulse,  blood  pressure  and 
temperature.  Then  a  drop  of  blood 
onto  a  blood-analysis  chip  gives  a 
readout  of  hemoglobin,  tiiyroid  hor- 
mones, blood  lipids  and  liver  func- 
tion. A  swab  from  your  throat  onto 
another  chip  tells  whether  that  sore 
throat  you  have  is  strep  or  not. 

You  think  computers  have  already 
changed  your  life?  You  haven't  seen 
anything  yet.  Today  the  microchip 
and  the  software  get  all  the  attention 
(and  all  the  market  value:  Intel  and 
Microsoft  are  worth  $260  billion 
between  them).  But  the  revolution 
that  created  these  companies  rolls  on, 
and  one  of  its  developing  opportuni- 
ties is  in  the  less  visible  world  of  sen- 
sors, actuators,  control  networks,  real- 
time operating  systems  and  materials 
science. 

These  products  have  been  pretty 
much  confined  to  factories,  mass-tran- 
sit systems,  commercial  buildings  and 
the  military.  But  they  are  about  to 
break  loose  into  the  wider  consumer 
arena,  with  dramatic  effect.  Autos, 
doctors'  offices  and  the  home  are  the 
most  promising  of  these  markets,  but 
others  aren't  too  far  behind.  Crime 
control  (seep.  190)  and  warfare  (see p. 
182)  are  important  markets. 


"Dinner  will  be  ready  in  just  a 
few  minutes,  honey."  Ail  you 
need  is  a  microsensor  to  sniff 
out  when  the  food  is  done. 


The  1980s  were  the  decade  of  the 
microprocessor,  the  1990s  the  decade 
of  the  Internet.  The  2000s  may  be 
the  age  of  inexpensive  sensors. 

Or  rather,  sensors  and  actuators. 
A  sensor  reads  the  environment;  an 
actuator  does  something  about  it.  A 
Honeywell  wall  thermostat  is  both: 
A  bimetallic  coil  reads  the  room  tem- 
perature; if  the  reading  is  low,  a  mer- 
cury switch  clicks  on  your  furnace. 

Unlike  that  simple  Honeywell 
switch,  which  can  be  had  for  $35, 
most  sensors  and  actuators  of  yore 
had  lots  of  mechanical  and  electrical 
parts  and  cost  a  lot  of  money.  Nowa- 
days sensors  and  actuators  are  going 
the  semiconductor  route,  meaning 
that  they  can  ride  Gordon  Moore's 
curve  of  declining  costs  out  to  mass 
markets  and  novel  applications. 

Sensors  differ  from  memory  and 
processor  chips  in  an  important  way. 
Chips  need  only  provide  paths  for 
electrons  to  travel,  primarily  on  a  two- 
dimensional  plane.  Sensors  and  actu- 
ators, on  the  other  hand,  need  to 
interact  with  the  outside  world,  thus 
often  requiring  3-D  form — think  tiny 
valves,  pumps,  bearings  and  optics  on 
the  surface  of  a  chip. 

Researchers  have  been  building 
these  microelectromechanical  systems 
in  their  laboratories  for  at  least  20 
years.  Lately  they  have  gotten  the 
knack  of  making  them  cheap  and  reli- 
able. One  of  the  most  widely  used 
microsensor  products  today  is  a  tiny 
accelerometer  used  to  control  car  air 
bags.  Did  the  car  hit  a  wall,  or  is  the 
driver  just  braking  to  avoid  a  cat?  A 
wrong  decision  costs  lives. 

Analog  Devices  in  Norwood,  Mass. 
gets  between  4%  and  8%  of  its  $1.2 
billion  in  sales  from  semiconductor 
accelerometers.  The  accelerometer, 
together  with  its  associated  electron- 
ics, measures  2  millimeters  on  a  side 
and  costs  $5  in  quantity.  That's  one- 
tenth  the  size  and  one-tenth  the  cost 
of  the  older  mechanical  devices. 

Cars  remain  the  largest  market  for 
miniature  sensors,  says  Roger  Grace, 
a  market  analyst  in  San  Francisco. 
These  instruments  tell  the  antiskid 
brakes  when  wheels  are  about  to  lock 
up;  pick  up  pressure  readings  from 
the  exhaust  manifold,  the  better  to 
optimize  engine  performance;  and 


"Nurse,  I'm  feeling  faint." 
Sensors  will  feed  blood  pres- 
sure, pulse,  temperature  and 
blood  oxygen  measures  to  a  PC. 

sense  when  a  thief  has  broken  in. 

Cars  are  going  to  get  more  sensi- 
tive. Within  five  years,  predicts  Grace, 
oil  level  and  oil  contamination  sensors 
will  be  good  enough  that  you  won't 
need  a  dipstick;  rim  sensors  will  tell 
you  when  to  add  air;  gyroscopes  will 
fill  in  gaps  when  your  satellite  naviga- 
tion system  is  not  functioning;  radar 
will  warn  of  an  impending  collision; 
infrared  systems  will  extend  your  sight 
beyond  the  headlights. 

Further  out  are  all  manner  of  elec- 
tronic inputs  that,  at  least  on  some 
freeways,  will  make  the  driver  into  a 
passenger.  Said  Gary  Dickinson,  chief 
executive  of  gm's  Delco  Electronics, 
in  a  recent  speech:  "Eventually  cars 
will  drive  themselves,  platooning  a 
few  feet  apart  at  150mph." 

All  this  will  save  lives.  Better  still, 
people  won't  be  driving  as  much 
anyway,  except  for  pleasure.  Think 
telecommuting,  telemedicine,  tele- 
metering, telesecurity. 

It  "would  be  a  simple  enough 
matter  to  put  an  infrared  sensor  on 
your  PC  screen  so  it  would  boot  up 
when  you  sit  down  (see  p.  252.)  How 
about  a  sensor  in  your  phone?  If 
you're  the  kind  of  worker  who  is  fre- 
quently away  from  his  desk,  this 
would  be  a  handy  way  to  eliminate 
telephone  tag.  Your  phone  and  the 
other  fellow's  would  both  ring  at  the 
first  moment  that  you  are  both  seated 
and  not  on  another  call.  Throw  in  a 
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HOMEMAKER 


HOMEMAKER  INDUSTRIES,  INC. 

has  been  acquired  by 

ADVENT  INTERNATIONAL  AND 
HOMEMAKER  MANAGEMENT 

through  a  leveraged  recapitalization. 

The  undersigned  initiated  the  transaction 
and  acted  as  financial  advisor. 

First  Union  Capital  Markets  Corp. 


$57,50  0,00  0 

SENIOR  CREDIT  FACILITIES 

The  undersigned  acted  as  administrative  agent  and  structured, 
arranged  and  syndicated  these  facilities. 

First  Union  Capital  Markets  Corp. 


$20,000,000 

$18,000,000  12.25% 

SENIOR  SUBORDINATED  NOTES  WITH  WARRANTS 
$2,000,000 
REDEEMABLE  PREFERRED  STOCK 

The  undersigned  privately  placed  these  securities. 

First  Union  Capital  Markets  Corp. 


Capital  Markets  Corp. 


■  si     r  ■ 


First  Union  Capital  Markets  Corp.,  a  registered  broker/dealer,  is  a  wholly  owned  subsidiary  of  First  Union  Corporation  and  a 
corporate  affiliate  of  First  Union  National  Bank  of  North  Carolina  and  First  Union  Capital  Partners.  ©1997  First  Union  Corporatic 


Cyber 
senses 


Ear 

Eye 

Nose 

Mouth 

Hand 

Sensor: 

Silicon  microphone 

Infrared  imaging 

Mass  spectrograph 

DNA  analysis 

Smart  skin 

Application: 

Battlefield 

Night  vision 

!  Detection  of  gases 

:  Detection  of 

Aerodynamic  control 

listening  posts 

for  pilots 

pathogenic  bacteria 

of  airplane  wings 

Developer: 

University  of  Michigan 

Honeywell 

i  Northrop  Grumman 

Lawrence  Livermore 

!  UCLA 

National  Laboratories 

Soon  there  will  be  inexpensive 
microsensors  to  mimic  our  five  senses, 
and  more.  These  five  research  projects 
are  part  of  a  $70-million-a-year  sensor 
development  project  funded  by  the 
Defense  Department's  Advanced 
Research  Projects  Agency. 


videoconferencing  attachment,  and 
no  one  minds  that  you're  not  at  the 
office. 

Gene  chips  that  can  analyze  specif- 
ic DNA  are  under  development.  If  they 
get  cheap  enough,  you  could  take  a 
blood  test  with  a  needle  prick  at 
home — no  setting  up  appointments 
and  wasting  time  in  a  waiting  room. 
Diabetics  hope  to  do  without  even 
the  finger  prick;  it's  possible  that  in- 
body  glucose  sensors  attached  to  an 
insulin  pump  will  someday  eliminate 
both  pricks  and  injections.  Doctors 
could  make  house  calls  without  leav- 
ing their  offices  if  their  patients  had 
good  video  cameras  and  blood  sen- 
sors at  hand. 

Utilities  are  discovering  sensors. 
Your  refrigerator,  say,  senses  at  8:30 
p.m.  that  its  temperature  has  crept 
half  a  degree  too  high  even  though 
no  one  has  opened  the  door  for  two 
hours.  Guessing  that  you  are  either 
away  or  no  longer  noshing,  a  com- 


puter in  your  basement  decides  to 
hold  off  running  the  compressor  until 
9  p.m.,  when  off-peak  electric  rates  go 
into  effect.  Do  that  often  enough, 
and  the  local  utility  can  put  off  build- 
ing a  new  plant  and  the  money  can  be 
spent  on  something  else. 

Echelon,  a  Palo  Alto,  Calif,  firm 
specializing  in  control  networks  for 
buildings,  has  been  trying  since  1988 
to  get  appliance  manufacturers  to 
embed  "intelligence"  within  the  sen- 
sors in  their  products.  Chief  Executive 
Kenneth  Oshman  predicts  that  you 
will  see  the  first  intelligence  sensor- 
equipped  white  goods  within  a  year. 

Video  cameras  have  been  around 
for  years.  Just  lately  a  low-resolution 
eye  that  plugs  into  a  computer  circuit 
board  has  gotten  dirt  cheap.  Now 
rethink  your  house.  How  about 
putting  a  camera  at  every  door  and  in 
every  hallway?  Connect  these  to  a 
standard  home-security  system  built 
around  motion  sensors.  Now,  when  a 
motion  detector  is  tripped,  a  home 
computer  opens  a  phone  line  and 
flashes  videos  onto  the  PC  at  your 
office.  No  more  false  alarms,  and  no 
need  to  spend  $30  a  month  on  a 
security  service. 

You  could  use  the  same  system  to 
keep  an  eye  on  your  nanny.  (Or  your 


teenagers.)  Then  again,  maybe  you'd 
rather  not  know. 

Put  weather  sensors  at  your  house 
in  the  country.  You  could  decide 
whether  it's  worth  fighting  traffic  to 
go  up  Friday  evening,  or  even  open  a 
few  windows  using  motorized  actua- 
tors. The  electronic  sensors  are  here; 
a  PC  interface  for  them  is  doubtless 
around  the  corner. 

Smoke,  carbon  monoxide  and 
propane-leak  detectors  are  common 
in  homes  already.  Prices  are  falling. 
Next  step:  tie  them  into  home-securi- 
ty PCs,  via  wireless  links.  Beyond  that: 
sniffers  to  detect  food  burning  in  the 
oven,  humidity  sensors  to  control 
lawn-watering  systems,  roof  and  eave 
sensors  to  pick  up  leaks  before  they 
cause  damage. 

Manufacturers  who  figure  out  how 
to  enhance  and  differentiate  their 
products  with  sensors  and  actuators 
are  going  to  get  a  leg  up.  They  will 
help  create  a  safer  society  and  a  more 
convenient  one.  The  products  will  be 
irresistible  to  a  gadget-loving  nation. 
But  the  time  to  get  started  is  now. 
Forbes  predicts  that  half  the  sensors 
mentioned  in  this  article  will  be  com- 
monplace by  2007.  Ignore  them  and 
whatever  it  is  you  do,  you  may  be  out 
of  business  by  then.  M 


Companies  to  watch 


Company 

Headquarters 

Year 
founded 

Number  of 
employees 

Financials 

Description 

Analog  Devices 

Norwood,  Mass 

1965 

7,000 

Publicly  held;  $1.2  billion  annual  revenues 

Accelerometers  first  of  many  MEMS  devices 

Cepheid 

Santa  Clara,  Calif 

1996 

12 

Privately  held;  individual  investors 

Biological  diagnostic  sensors  for  medical  and 
military  needs 

Echelon 

Palo  Alto,  Calif 

1988 

150 

Privately  held;  investors  include  Motorola;  Detroit 
Edison;  Kleiner,  Perkins,  Caufield  &  Byers;  3Com 

Control  networks  for  sensors  and  actuators 

Measurement  Specialties 

Fairfield,  NJ 

1981 

235 

Publicly  held;  $25  million  annual  revenues 

Pressure  sensors  for  consumer  and  industrial  needs 

Redwood  Microsystems 

Menlo  Park,  Calif 

1990 

35 

Privately  held;  investors  include  Read-Rite  Corp, 
SMC  Corp,  Allstate  Ventures,  Montgomery 
Medical  Ventures 

Microvalves,  pressure  regulators  and  flow 
controllers 
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Nortel  =  Networks 


We    helped    b  U  i  i 


NASA's 


new  spacecraft 


communications 


net  work 


i    And  yes. 


it  is 


rocket  science 


Now  with  their  Nortel  communications 
software  and  hardware,  NASA  can 
quickly  and  reliably  transmit  inform 
tion  from  hundreds  of  millions  of  miles 
out  in  space.  And  that  makes  us  pretty 
confident  we  can  help  your  business 
communicate  quickly  and  reliably 
right  here  on  Earth.  i-8oo-4  NORTFI 
www.  nor  tel.  com/networks. 

NORTEL 

NORTHERN  TELECOM 


PUSHING 


Putting  Mount 
Everest  into  an  anthill 

In  the  information  age,  he  with  the  most  information  wins- 
provided  there  is  some  place  to  put  it  all.  There's  real  opportunity 
out  there  for  those  who  can  provide  exotic  data  storage  techniques. 


By  Mark  Halper 

Gordon  Moore  had  chips,  not 
disks,  in  mind  when  he  talked  about 
the  rhythmic  doubling  of  power.  But 
his  law  also  holds  true  in  magnetic 
disk  storage.  A  home  computer  you 
buy  today  is  going  to  come  with  two 
gigabytes  of  disk  memory,  compared 
with  the  lO-megabyte  disks  on  those 
IBM  xts  of  the  early  1980s.  As  it  hap- 
pens, the  huge  capacity  gain  over  the 
intervening  years  has  worked  out  to  a 
doubling  not  quite  every  two  years — 
comparable  to  the  growth  rate  in  the 
transistor  count  on  chips  (see  p.  172). 

Whatever  the  disk  drive  engineers 
cook  up,  we  find  ways  to  fill  the 
space.  So  what  are  we  going  to  do 
when  the  magnetic  hard  drive  can 
deliver  no  more?  We  will  have  to 
move  on  to  more  exotic  technolo- 
gies. While  the  immediate  future  still 
holds  a  magnetic  pull,  dazzling  new 
technologies  will  eventually  have  to 
take  over.  They  could  be  optical 
disks,  holographic  crystals,  nomadic 
atoms  or  something  not  yet  even 
dreamed  of. 

The  demand  is  plain  to  see.  As  the 
global  economy  careers  ahead  on  a 
digital  path,  it  is  creating  a  data  colos- 
sus. Companies  are  digitizing  every- 
thing they  can:  tabular  information 
on  sales,  stock  prices,  customer  pro- 
files, market  trends  and  the  like.  They 
are  also  transforming  faxes,  photos, 
blueprints,  videos,  engineering  dia- 
grams and  bit-mapped  images  of 
business  documents  into  voluminous 
collections  of  bytes. 

Mark  Halper  is  a  San  Francisco-based 
freelance  journalist. 


The  evolution 
of  revolutions: 
Today's  2-giga byte 
PC  drives  for 
notebooks  (left) 
house  two  2.5-inch 
spinning  disks. 
Forty-one  years  ago 
the  first  hard  drive 
(below)  held 
5  megabytes— 
400  times  less — 
and  required  fifty 
24-inch  disks. 


Others  are  doing  the  same  with 
spatial  information  about  land,  water 
and  sky.  Meanwhile,  the  Internet  is 
stimulating  the  urge  to  store  and 
retrieve  all  sorts  of  information  in 
digital  form. 

Where  are  we  going  to  put  all  this 
stuff? 

Do  you  want  to  switch  from  film 
to  digital  snapshots?  Then  you  will  be 
one  of  the  instigators  of  new  tech- 
nology. A  3-by-5-inch  color  image, 
crisp  at  72  dots  to  the  inch,  is  going 
to  gobble  up  30  to  several  hundred 
kilobytes  of  your  hard  drive.  Far 
sharper  images  will  soon  be  possible 
from  digital  cameras.  If  you  trade  up, 
you  could  be  using  200  megs  for  a 
wedding  album. 

Futurist  Michael  Dertouzos,  direc- 
tor of  the  mit  Laboratory  for  Com- 
puter Science,  counts  data  in  LOCs. 
One  loc  is  all  the  data  in  the  U.S. 
Library  of  Congress,  which  prints  out 
to  maybe  100  terabytes,  if  you  count 
only  words,  not  pictures,  films  and 
sound  recordings.  A  terabyte  is  a  tril- 


lion bytes.  It  is  1,000  of  those  1 -giga- 
byte'hard  drives  that  were  common 
on  last  year's  PCs.  It  is  half  a  million 
pulp  novels. 

Dertouzos  says  that  the  world  has 
10,000-plus  LOCs,  including  all  the 
movies,  rock  albums,  corporate  data- 
bases, government  files  and  individ- 
ual data  files.  That  equals  a  quintillion 
bytes.  Yes,  there's  a  word  for  it.  A 
quintillion  bytes  is  an  exabyte.  The 
world  has  an  exabyte  to  store.  You 
could  put  this  library  on  a  collection 
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of  PC  hard  drives  costing 
a  mere  $100  billion. 

Whatever  the  present  volume  is,  it 
is  poised  to  explode,  as  companies 
continue  on  their  data-gathering 
frenzy  and  as  families  accumulate 
their  home  videos.  Eight  now,  Wal- 
Mart  houses  a  mere  50  terabytes,  but 
it  thinks  this  mountain  of  data  is  too 
small  to  run  a  variety  store  chain. 
"There  are  a  lot  of  things  about  our 
business  that  we  don't  capture,"  says 
Randall  Mott,  chief  information  offi- 
cer. "We  capture  what  customers  buy, 
but  not  what  they  don't  buy."  That 
will  change,  he  says.  Wal-Mart  is 
looking  at  plans  to  collect  informa- 
tion from  digital  cameras  showing  the 


path  individual  customers 
take  as  they  traverse  the  store. 

Computer  airline  reservation  leader 
Sabre  Group  counts  about  15  tera- 
bytes in  its  computer  system.  But  it 
has  barely  begun  storing  digital 
images  of  destination  hotels  and 
resorts,  says  Chief  Information  Offi- 
cer Terrell  Jones.  Next  year  NASA  will 
create  one  terabyte  of  new  data  every 
day,  as  it  gathers  and  converts  raw 
data  from  its  earth-watching  satellites. 
And  that's  just  one  NASA  project. 

How  will  the  world  make  all  this 
information  accessible?  The  name  of 
the  game  is  to  cram  more  data  into 
the  same  space  that  last  year's  model 
consumed,  quicken  the  retrieval  and 
charge  no  more  for  the  product. 

IBM  delivered  the  first  magnetic 


Physicist 

Lambertus  Hesselink 
of  Optitek 

He's  trying  to  cram  a 
terabyte  of  data  into 
a  cubic  centimeter  of 
some  substance. 
What  substance? 
Don't  know  yet. 


hard  drive  in  1956, 
on  a  flatbed  truck, 
to  Crown  Zeller- 
bach  in  San  Fran- 
cisco. That  refrig- 
erator-size box 
held  a  mere  5 
megabytes. 
Today's  home- 
variety  PC  in- 
cludes a  2-giga- 
byte  hard  drive, 
400  times  the 
capacity.  The 
old  IBM  mon- 
ster used  fifty 
24-inch  disks. 
Today's  2- 
gigabyte 
drive  uses 
two  3.5-inch 
i  disks. 
I  Despite 
1  the  dramat- 
ic gains, 
the  drives  use 
the  same  fundamental  writing 
and  reading  technique  of  converting 
electronic  plus  or  minus  pulses  into 
magnetically  north  or  south  bits.  The 
modern  drives  just  do  everything  a 
little  better.  "Every  time  these  guys 
hit  the  wall,  they  discover  another 
recording  or  head  technique,"  mar- 
vels Jones  of  the  Sabre  Group.  And 
that's  important  to  Sabre,  which 
shoehorns  central  computer  equip- 
ment into  a  Tulsa,  Okla.  data  center 
under  42  inches  of  steel-reenforced 
concrete  and  5  feet  of  earth.  Jones 
just  bought  a  new  IBM  hard  drive 
subsystem  that  cut  occupied  floor 
space  by  a  factor  of  5,  while  increas- 
ing capacity  by  50%,  to  6  terabytes. 

Like  their  counterparts  in  chip 
design,  the  engineers  experimenting 
with  tomorrow's  storage  devices  are 
running  headlong  into  limits  dictated 
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Holographies 


Holographic  data  storage  is  an  optical  technology 
that  uses  the  cubic  volume  of  a  crystal  or  polymer, 
instead  of  the  flat  surface  of  a  disk,  to  store  data.  At 
least  a  dozen  companies  and  universities — including 
IBM,  Kodak,  Lucent  Technologies  and  Japan's  ntt — 
are  working  on  the  technology. 

Here's  how  3-D  storage  might  work:  Electronic  bits  of 
Os  and  Is  travel  from  the  computer  into  a  checkerboard 
called  a  spatial  light  modulator,  where  they  become  either 
dark  or  light  squares.  A  laser  passes  through  this  collec- 
tion of  squares,  picking  up  the  dark  and  light  checker- 
board pattern,  which  is  then  focused  into  the  sugar-cube- 
size  medium.  A  second  beam  intersects  the  first  beam 
inside  the  medium.  This  sets  the  digital  information, 


which  instead  of  being  a  series  of  magnetic  north  and 
south  fields  is  a  series  of  dark  or  light  bands— a  holo- 
gram. A  cube  would  store  many  holograms. 

To  read  the  pages,  the  computer  reverses  the  process. 
The  second  beam  passes  through  the  cube,  which  trig- 
gers an  information  beam.  Only  this  time,  rather  than 
passing  through  a  spatial  light  modulator,  it  is  focused 
by  a  lens  back  onto  a  detector  array  where  it  is  convert- 
ed back  into  electronic  bits.  Detector  arrays  are  used 
today  on  digital  cameras  and  camcorders  to  convert 
images  to  electronic  information. 

Many  challenges  remain.  What  medium  would  work? 
NASA  astrophysicist  Michael  Hollis  notes,  "It's  kind  of 
like  Thomas  Edison  looking  for  the  right  filament  in  a 
lightbulb."  Don't  throw  out  your  magnetic  hard  drives 
just  yet.  -M.H.  H 


by  the  laws  of  physics.  The  principle, 
called  the  superparamagnetic  limit, 
states  that  there  are  only  so  many  bits 
that  can  fit  onto  a  disk  before  the  bits 
become  magnetically 
unstable, 
meaning: 
check  to 
store 
$95,000 


Possible 
Your  $95 
the  shoe 
becomes 
on  your 
bank  statement. 

David  Thompson, 
a  scientist  and  IBM 
Fellow  at  IBM's 
Almaden  Research 
Center  in  San  Jose, 
Calif,  predicts  that 
bits,  which  represent 
data,  will  become 
unstable  when  they 
hit  densities  of 
between  40  and  80 
gigabits  per  square 
inch.  Today's  dens- 
est disks  run  about 
2.6  gigabits  to  the 
square  inch.  In  the 
warp  speed  of 
Moore's  Law,  that 
gives  you  only  five  to 
ten  years  of  breath- 
ing room. 

What  might  rescue 
us  from  the  limits  to 
magnetism?  Here  are 
some  possibilities. 
■  Make  drives  denser 
without  shrinking  the 
grain  size  of  magnet- 
ic    particles.  For 


Storage  shipments 

Capacity  of  all  hard  drives  shipped, 
in  petabytes*  (ratio  scale) 
1,500  :-- 


1,000 


500 


example,  says  Kenneth  Lee,  president 
of  Quantum  Corp.'s  workstation  and 
systems  storage  group,  you  could 
crowd  the  bits  closer  together  with- 
out making  them 
smaller  by  increasing 
the  ability  of  the 
read/write  head  to 
distinguish  neighbor- 
ing bits.  In  engineer- 
ing terms,  you  reduce 
the  system's  sensitivi- 
ty to  "noise."  It's  like 
having  a  good  FM 
radio  that  can  pluck 
out  a  faint  radio  sta- 
tion from  the  static 
and  competing  sta- 


'95    '96  '97f 

"Quadrillions  of  8-bit  bytes. 
^Estimates. 

Source:  Disk/Trend  Inc. 

Files  have  a  way 
of  expanding  to  fill 
the  available  space. 


-98t  -99t 


Magnetoresistive 
head 


tions  that  surround  it. 

■  Improve  a  head's  ability  to  know 
when  an  error  has  occurred  in  the 
reading  and  writing  process.  Errors 
are  tolerable  if  you  can  catch  them 
and  correct  them  on  the  fly.  Between 
noise-related  enhancements  and  error 
correction,  Lee  says  magnetic  drives 
could  keep  on  their  performance  tra- 
jectory for  another  25  years. 

■  Make  drives  smarter.  Whether 
through  software  or  hardware,  you 
would  construct  a  storage  device 
that  makes  frequently  accessed  data 
more  accessible.  For  Sabre,  that 
would  mean  that  airfares  to  popular 
destinations  could  be  retrieved 
more  quickly.  "It's  important  to 


Today's  disk  drives  hold  data  1  million  times  more  densely  than 
the  world's  first  in  1956,  but  generally  the  design  is  the  same:  A 
head  flying  low  over  the  spinning  disk  both  writes  and  reads. 

Disk  drive  assembly 


Rotating  thin  film  disk 
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Introducing 
Marriott  Rewards. 

It's  never  been 
easier  to  earn  points. 

(You  re  welcome ) 

Or  harder  to  decide 
where  to  use  them. 

(Sorry) 


Harriott 

HOTELS  ■  RESORTS  •  SUITES 


.Marriott  m± 

VACATION  CLUB. 

VILLAS 


TownePlace 

Suites 


Now  you  can  earn  points  at  nearly  a  thousand  different  hotels  in  the  Marriott  family,  so  free  vacations 
come  quicker  than  ever.  Redeem  your  points  for  free  stays  at  our  hotels,  or  choose  from  cruises,  airline 
miles  or  other  great  rewards.  For  more  information  click  over  to  our  Web  site  (www.marriottrewards.com), 
or  pick  up  the  phone  and  CO  II  800-249-0800  to  enroll. 


VISA 


Here's  an  offer  exclusively  for  VISA®  cardholders: 

Pay  with  your  VISA  card  and  get  10%  bonus  points  now  through  November  15th. 


^  Harriott  rewards5 


©1997  Marriott  International,  Inc 


900  SE  Turbo  Convertible 

If  driving  a  convertible  is  an  expression  of  personal  freedom,  the  Saab  900  SE  Turbo  Convertible  speaks  volumes. That's 
because  it  provides  enough  room  for  four  full-size  adults.  It  even  has  a  folding  rear  seat  for  extra  cargo  space.  And  with  a 
185-hp  turbocharged  engine,  the  900  SE  Convertible  delivers  liberal  amounts  of  fun.  Apparently  ij^^Jv 
Consumer  Review  agrees.  They  named  it  a  "Top  Ten  Sports  Car"  for  the  second  year  in  a  row.* 

For  more  information  about  Saab,  call  1-800-582-SAAB,  Ext.  208.  www.saabusa.com 

•Consumer  Review.  1995  and  1996.  ©1997  SAAB  CAR'.  USA.  INC. 


An  atom  at  a  time 

It's  hard  to  imagine  a 
storage  bit  that's  only  as 
big  as  a  single  atom.  Yet 
that's  what's  on  the  minds 
of  physicists  at  IBM  and 
other  companies  doing 
quantum  research. 

Using  a  device  called 
the  scanning  tunneling 
microscope,  scientists  can 
drag  individual  atoms 
across  surfaces.  Put  one  in 
a  submicroscopic  bin  and 
the  binary  value  might  be 
1 .  Leave  the  bin  empty 
and  the  location  reads  0. 


As  you  can  imagine,  this 
technology  is  a  long  way 
off — at  least  two  decades, 
anyway.  As  a  data  storage 
technique,  it  offers  the 
potential  for  almost 
unimaginable  data  density. 
Since  individual  atoms 
don't  get  much  bigger 
than  12  billionths  of  an 
inch,  this  means  100,000 
gigabytes  on  a  dime-size 
surface. 

IBM  scientist  Donald 
Eigler  and  visiting  scientist 
Erhard  Schweizer  first 
moved  individual  atoms — 
of  xenon — in  1989.  But  to 
make  the  process  work, 


they  had  to  lower  the  tem- 
perature to  near  absolute 
zero  in  a  soundproof  box. 

Atom  moving  has  other 
possible  applications.  It 
could  be  used  to  make 
minute  electrical  circuits  or 
to  custom-build  mole- 
cules. Drawback:  Atom 
juggling,  in  a  chipmaking 


Atoms  of  xenon 
Scientists  have 
a  long  way  to  go 
before  producing 
a  commercial 
atom  memory. 


machine  or  a  computer 
memory,  would  be  tortu- 
ously slow  if  each  bit,  or 
atom,  had  to  be  moved 
individually.  While  the 
medium — the  atom — is 
small,  the  equipment 
used  to  manipulate  it  is  big 
and  bulky.  But  so  was  the 
first  mainframe.  -M.H.  WM 


continually  put  more  intelligence 
into  a  storage  device,  so  it  can  pre- 
dict what's  liable  to  be  needed," 
says  Sabre's  Jones.  "The  disk  drive 
becomes  more  of  a  cooperative 
processor  with  the  main  central 
processing  unit.  We  get  constrained 
by  the  time  we  go  out  to  disk  from 
the  CPU." 

■  Use  optical  technologies,  like  those 
used  in  compact  disks.  CDs  right 
now  are  best  suited  to  files  (like 
music  recordings)  that  don't  need  to 
be  rewritten  and  that  play  out  in  a 
predictable  order.  They  aren't  well 
suited  to  files  needing  random 
retrieval  and  updatings,  like  bank 
account  files,  because  it  takes  an 
optical  drive  too  long  to  find  a  par- 
ticular spot  on  the  disk. 

TeraStor,  a  San  Jose-based  storage 
startup  company,  believes  it  has  an 
answer  to  that.  Its  technology,  called 

Companies  to  watch 


"near  field  recording"  because  it  flies 
an  optical  reader  close  to  a  spinning 
disk,  augurs  20-gigabyte  PC  drives  by 
1998,  with  access  rates  comparable 
to  many  magnetic  drives,  boasts 
TeraStor  Chief  Executive  James 
McCoy.  Currie  Munce,  who  directs 
storage  research  at  IBM's  Almaden 
lab,  is  skeptical  of  these  claims  but 
thinks  that  the  new  DVD  (digital 
video  disk)  favored  by  consumer 
electronics  companies  may  rise  to  the 
occasion. 

■  Use  silicon.  Advantage:  much  faster 
access  times.  Disadvantage  (for  now): 
much  higher  cost.  Quantum  today 
sells  a  half-gigabyte  storage  device 
that  is  built  out  of  memory  chips.  It 
runs  $2,000,  while  a  magnetic  hard 
drive  holding  four  times  as  much  data 
sells  for  $150. 

■  Use  exotic  technologies.  Physicist 
Lambertus  Hesselink,  chairman  of 


Company 

Headquarters 

Employees 

Description 

Call/Recall 

San  Diego,  CA 

12 

Three-dimensional  storage  technology 

Norsam  Technologies 

Los  Alamos,  NM 

8 

Ion-beam  etching  for  archival  storage 

Optitek 

Mountain  View,  CA 

20 

Holographic  storage  technology 

Rochester  Photonics 

Rochester,  NY 

;  25  ; 

Detractive  optical  components  for  holographic  storage 

TeraStor 

San  Jose,  CA 

65 

Rewriteable  magneto-optical  disk  storage 

holographic  research  firm  Optitek  in 
Mountain  View,  Calif,  envisions  a 
medium  of  the  future  consisting  of  a 
crystal  or  polymer  measuring  about  1 
cubic  centimeter — the  size  of  a  sugar 
cube — capable  of  holding  a  terabyte 
of  data  accessible  at  125  megabytes 
per  second.  By  comparison,  access 
rates  on  today's  hard  drives  top  out  at 
about  4  megabytes  per  second. 

It's  just  a  pipe  dream  now,  but  the 
Department  of  Defense  has  put  up 
$25  million  for  research  in  holo- 
graphic storage.  A  superfast  data 
sugar  cube  on  board  a  jet  fighter, 
stuffed  full  of  information  on  ground 
features  and  enemy  aircraft,  could 
flash  instant  information  that  a  pilot 
could  use  in  deciding  whether  to 
strike  or  to  flee.  Is  that  a  real  bunker 
or  is  it  a  dummy?  Was  that  crop  of 
bushes  there  before,  or  could  it  be 
camouflage? 

Other  possible  applications:  NASA 
satellites,  which  sometimes  need  to 
store  huge  volumes  of  bits  when  they 
don't  have  a  live  link  to  an  Earth  sta- 
tion; hospital  files  of  X  rays;  a  movies- 
on-demand  library. 

Maybe  something  far  more  exotic 
still  could  come  to  the  fore  by  the 
time  magnetism  wears  out  its  wel- 
come. Atom-by-atom  storage,  for 
example  (see  box).  When  the  will  is 
great  enough,  engineers  have  a  way 
of  overcoming  or  circumventing  what 
seem  to  be  insuperable  barriers.  H 
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Revolution 
in  the  Power 
industry: 

The  Tremendous  Potential  for  the  Bottom  Lin 

■■■  by  Richard  Schlesinger 


The  most  basic  industry  in  the 
United  States,  the  electric 
power  industry,  is  about  to 
explode.  Not  literally,  of  course.  But 
deregulation,  already  well  under  way  in  all 
but  one  state,  will  change  the  industry  so 
fundamentally  that  it  will  be  all  but 
unrecognizable.  In  fact,  the  revolution  is 
already  well  advanced. 

The  vertically  integrated  corporate 
structure  that  has  characterized  the 
industry  since  its  inception  is  quickly 
evolving  into  decentralized,  horizontal 
structures.  The  nature  of  utility  securities 
is  being  transformed  from  bond- 
substitutes  to  equities  that  carry  greater 
risk,  but  offer  much  greater  upside 
potential.  New  products  and  services  that 
promise  to  give  end  users  unprecedented 
levels  of  control  of  their  energy  use  are 
already  being  offered  by  utilities,  energy 
companies  and  power  marketers.  And  the 
struggle  for  market  share  has  begun  in 


/deregulation  j| 

Utility  stocks  will 
never  be  the  same. 
What  does  that 
mean  for  investors? 
Find  out  at 
www.hemnet.com 

(     www.hemnef.com/deregulotion/wollst  ) 

earnest.  At  stake:  the  survival  of  utility 
companies  —  some  of  which  go  back  to 
the  time  of  Edison  —  the  continued 
reliability  of  the  most  stable  power  grid  in 
the  world  and  the  potential  for  billions  of 
dollars  in  energy  savings. 

Open  access,  the  ability  to  choose  an 
electricity  supplier  from  among  a  number 
of  sellers,  much  as  one  can  now  choose  a 
long-distance  telephone  company,  is  the 
cornerstone  of  deregulation.  The  intense 
competition  for  market  share  that  open 
access  will  usher  in  will  undoubtedly  result 


We  Offer  Our  Customers  A  Little 
More  For  Their  Monky. 


Global  competition  in  the  energy  industry  will  soon  change  the  way  many  companies  do  business.  Through  Edison 
International  's  family  of  six  closely  related  businesses,  customers  have  access  to  every  aspect  of  energy,  energy  services  and 
infrastructure  development.  ♦  Power  Btute.  At  the  cornerstone  of  our  success  is  Southern  California  Eduon,  one  of  the  largest 
electric  utilities  in  the  United  States.  Our  tradition  of  innovation  and  high-quality,  reliable  service  is  more  than  a  century 
old.  This  heritage  has  contributed  to  the  creation  and  success  of  the  rest  of  the  Edison  International  family  of  companies 
including:  Edison  MLvion  Energy,  a  world  leader  in  independent  power  projects;  Edidon  Capital,  a  leading  provider  of  energy 
infrastructure  project  financing;  Edition  Source,  an  innovative  manager  of  energy  services  for  commercial  customers; 
Edison  Select,  a  consumer  products  and  services  company;  and  Edison  EV,  the  leading  provider  of  charging  installations  for 
electric  vehicles.  ♦  A  Powerful Partner.  The  Edison  International  companies,  through  a  unique  combination  of  expertise, 
reputation  and  financial  strength,  are  poised  to  be  your  business  partner  in  energy  projects  for  the  21st  century. 
For  more  information  visit  our  website  at  http://edisonx.com  or  write  to:  Corporate 
Communications,  Edison  International,  P.O.  Box  800,  Rosemead,  CA  91770. 
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American  Outsource  Services  Corp. 

was  developed  through  a  partnership 
between  American  Payment  Systems 
America's  foremost  choice  for  walk-in 
payment  solutions,  and  Electronic 
Funds  and  Data,  the  Internet  Billing 
and  Payment  provider. 

AOS  provides  the  utility  industry  with  a 
Total  Outsourcing  Billing  and  Payment 
Solution  utilizing  the  'best  in  industry' 
strategic  alliances,  which  incorporates 
all  methods  of  delivery  and  collections. 

All  participants  will  benefit  from 
outsourcing  through  the  creation  of  an 
evolutionary  business  model  — 
specifically  designed  to  address 
deregulation. 

For  more  information,  call  Rich  Okun  at 
APS  (203/407.4007)  or  send  e-mail  to 
rich@apsnet.com 
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American  Outsource  Services  Corp. 
The  Complete  Billing  and  Payment  Solution. 

www.apsnet.com 


Electric  rates  vary 
widely  from  one  area 
to  another.  A  state-by- 
state  breakdown  of 
electric  rates  is  in 
the  Legislative  Issues 
section  at 
www.hemnet.com 

/deregulation/legislative 

in  lower  electric  rates.  How  much  lower? 
A  study  by  Robert  Crandall  of  the 
Brookings  Institution  and  Jerry  Ellig  of  the 
Center  for  Market  Processes,  Economic 
Deregulation  and  Customer  Choice:  Lessons 
for  the  Electric  Industry,  suggests  that 
savings  could  be  dramatic.  Their 
comparison  of  five  other  industries  — 
natural  gas,  long-distance  telecom- 
munications, airlines,  trucking  and 
railroads  —  showed  that  real  prices  fell 
4%  to  1 5%  within  the  first  two  years  and 
at  least  25%,  and  in  some  cases  50%,  after 
ten  years  (See  chart  on  page  7). 

Were  those  savings  just  a  reallocation  of 
costs  among  customer  classes?  No.  The 
gains  were  real  for  consumers  and  society 
as  a  whole.  Perhaps  even  more  important, 
the  deregulated  industries  didn't  move 
from  what  the  authors  termed  "monopoly 
equilibrium"  to  a  new,  "competitive 
equilibrium."  They  moved  from  a  static 
regulatory  environment  to  a  constantly 
evolving  competitive  environment,  where 
competition  is  driving  continuing 
performance  improvements. 

In  other  words,  deregulation  changes  the 
model  on  which  an  industry  is  predicated 
from  one  that  protects  the  status  quo  to 
one  that  unleashes  all  the  forces  of 
innovation  characteristic  of  an 
entrepreneurial  free  market. 


LEGISLATING  CHANGE 

Deregulation  depends  on  legislation  — 
both  federal  and  state.  The  federal 
government  must  be  involved  when  it 
comes  to  transmitting  power  across  state 
ines  and  maintaining  the  integrity  and 
reliability  of  the  continental  power  grid. 
States  have  to  assure  that  social  programs 
such  as  protection  for  low-income  peopk 
are  maintained.  The  burning  question  is 
should  the  start  of  open  access  be 
federally  mandated  or  should  it  be 
determined  by  states,  each  with  its  own 
starting  date? 

The  Role  of  Congress 

Most  industrial  customers  and  some  utilit 
companies  are  pushing  for  a  federally 
mandated  start  for  open  access,  a  "date 
certain"  to  be  set  by  Congress.  Joining 
them  in  lobbying  for  a  date  certain  are 
nonutility  energy  companies,  like  Enron, 
and  various  power  marketers,  companies 
that  buy  and  resell  electric  power  around 
the  country. 

Enron  agrees  that  the  federal  government 
has  a  continuing  role  in  assuring  that 
electricity  flows  freely  across  the 
continental  grid  and  in  allowing  free  accei 
IjelUIM'JJWHJ'm 


When  It  Comes  To  Energy  Solutions, 
We're  A  Never  Ending  Source. 


T\\e  transformation  of  California's  electricity  industry  presents  customers  with  an  unprecedented 
variety  of  choices.  But  with  all  the  confusion,  it  s  comforting  to  know  you  can  rely  on  us  for  your 
energy  solutions.  Whether  you  need  electricity  natural  gas  or  advice  on  energy  conservation, 
our  experts  are  ready  to  help.  We're  Edison  Source,  part  of  Edison  International,  which  has 
over  100  years  experience  satisfying  customers.  From  comprehensive  energy  audits  to  energy 
management,  we  can  develop  a  custom  plan  to  meet  your 
needs.  So  avoid  the  confusion  and  come  to  the  Source. 
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THE         POWER  BEHIND 


Southern  Company — 

Turning  to  an  Experienced  Partner  to  Help 
Negotiate  in  a  Deregulated  Environment 

A  deregulated  market  for  electricity  is 
terra  incognita  to  end  users,  but  large 
utilities  and  power  generators  have 
been  trading  power  in  a  decontrolled 
market  for  some  time  now.  Southern 
Company  has  come  up  with  a 
unique  and  very  interesting  program 
that  "lends'  its  expertise  in  the 
deregulated  energy  market  to  its 
commercial  customers.  Called 
Enet™,  it's  a  modular,  comprehensive 
program  that  allows  the  giant  power 
company  to,  in  essence,  act  as  its 
customers'  energy  consultant. 

Using  a  combination  of  advanced 
metering  technology  and  computer 
analysis,  Enet  tracks  and  analyzes  the 
energy  usage  and  energy  costs  for  all 
of  a  customer's  facilities.  The  system 
also  evaluates  the  implications  of 
possible  rate  changes  as  well  as 
modifications  to  a  facility's 
infrastructure. 

Armed  with  this  information,  Southern 
Company  develops  innovative  rate 
models  that  more  accurately  reflect  a 
utility's  costs  to  service  a  particular 
facility.  The  lower  the  utility's  costs, 
the  lower  the  price  it  can  charge  its 
customers.  (Since  Southern  Company 
is  likely  to  be  ahead  of  the  curve  in 
rate  modeling,  it  also  educates  local 
regulators  and  utilities  about  the  new 
options.) 

Finally,  Southern  Company  will 
negotiate  and  purchase  energy  on  a 
customer's  behalf  in  deregulated 
markets,  whether  from  the  current 
supplier  or  another  generator.  With 
its  broad  experience  in  operating  in  a 
deregulated  wholesale  energy 
market,  Southern  Company  can  often 
negotiate  rates  below  what  its 
customers  can  by  themselves. 


Should  the  start  of 
deregulation  be 
federally  mandated 
or  should  the  timing 
be  left  to  the  states? 
Read  both  sides  in 
the  White  Papers 
section  at 
www.hemnet.com 


(     www.hemnet.com  /deregulotion/whitepapers  ~) 

to  the  system  for  all  players.  And  the 
company  believes  the  states  have  an 
important  role  in  continuing  to  regulate 
the  natural  monopoly  of  wires  and  polls. 
But  Enron  is  firm  in  pushing  for  a  date 
certain  for  competition.  "Until  you  set  a 
deadline,  problems  are  all  you  will  hear 
about,"  Jeffrey  Skilling,  Enron's  president, 
told  a  House  field  hearing  on  electricity 
deregulation.  "A  deadline  forces  [people] 
to  stop  listing  problems  and  start  creating 
solutions." 

Skilling  also  pointed  out  the  cost  of 
delaying  the  start  of  deregulation.  "Studies 
tell  us  that  deregulation  of  electricity 
markets  could  save  us  $60-80  billion  a 
year  —  the  equivalent  of  an  $800  tax 
refund  for  every  family  in  the  country." 

The  Role  of  the  States 

That  may  be  true,  but  the  potential  for 
problems  is  very  real.  The  Edison  Electric 
Institute  (EEI),  the  trade  group  for 
shareholder-owned  utilities,  has  been  in 
the  forefront  of  attempts  to  draft  realistic 
guidelines  for  assuring  an  orderly 
transition  to  a  deregulated  environment. 

EEI  believes  the  individual  states  should 
determine  the  timing  ol  deregulation,  and 
it  opposes  federal  legislation  for  a  national 


Then  there's  the  complex  issue  of  strand* 
costs.  These  are  the  legitimate 
construction  costs,  as  well  as  mandatory 
power-purchase  contracts  required  by 
PURPA,  incurred  by  utilities  when 
recovery  of  those  costs  plus  a  guaranteed 
rate  of  return  on  the  investment  was 
assured  under  a  regulated  rate 
environment.  Estimates  of  stranded  cost 
have  gone  as  high  as  $300  billion, 
although  the  real  figure  is  probably  mucr 
lower.  Without  detailing  how  those  cost 
should  be  recovered,  EEI  insists  an 
equitable  formula  be  worked  out  by  the 
Federal  Energy  Regulatory  Commission 
(FERC)  and  the  states  that  spreads  the 
burden  among  all  classes  of  consumers. 


There  are  other  concerns.  Allen  Franklin 
president  and  CEO  of  Georgia  Power,  a 
subsidiary  of  Southern  Company,  and 
chairman  of  EEI's  CEO  Steering 
Committee  on  Industry  Structure,  testify 
in  March  before  the  U.S.  Senate's 
Committee  on  Energy  and  Natural 
Resources  about  the  tax  consequences  of 
deregulation.  He  cited  school  districts  in| 
Ohio  and  municipalities  in  New 
Hampshire  that  fear  competition  could 
result  in  sharply  lower  local  tax  revenues, 
as  captive  power  purchases  could  migrate 
out  of  state.  Franklin  isn't  suggesting  thai 
deregulation  should  hinge  on  its  impact 


What  kind  of  power  can  an  energy  company 
have  over  mother  nature? 

Speed.  And  whether  it's  tornadoes  or  hurricanes,  our  five  million  customers  at  home  and  abroad  know  they  can  depend  on 
our  experience,  energy  and  reliable  service.  Because  we'll  have  the  electricity  flowing  again  faster  than  a  bolt  of  lightning. 
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Summary  off  Trends 

Following  Regulatory  Change 

%  Real  Price  Reduction  after  2,  5,  10  years 
Annual  value  of  consumer  benefits  deregulation 


2  yrs: 

10-38% 
(1984-86) 

5yrs: 

23-35% 
(1984-89) 

10  yrs: 

27-57% 
(1984-94) 

NJL 

2  yrs: 

5-16% 
(1984-86) 

5  yrs: 

23-41% 
(1984-89) 

10  yrs: 

40-47% 
(1984-94) 

$5  Billion 

2  yrs: 

13% 

(1977-79) 

5  yrs: 

12% 

(1977-82) 

10  yrs: 

29% 

(1977-87) 

$19.4  Billion 

2  yrs: 

N.A. 

5  yrs: 

3-17% 
(1980-85) 

10  yrs: 

28-56% 
(1977-87) 

$19.6  Billion 

2  yrs: 

4% 

(1980-82) 

5  yrs: 

20% 

(1980-85) 

10  yrs: 

44% 

(1980-90) 

$9.1  Billion 

Note:  All  figures  are  real,  in  1 995  dollars. 


Source:  Economic  Deregulation  and  Customer  Choice, 
Robert  Crandalland  Jerry  Ellig,  Center  for 
Market  Processes,  Fairfax,  Virginia. 


on  local  tax  policies.  Rather,  he  is  urging 
careful  consideration  of  the  broad  social 
implications  of  a  shift  from  tight 
regulation  to  open  competition  before 
deregulation  begins. 

MOVING  FROM  VERTICAL  TO 
HORIZONTAL  CORPORATE 
STRUCTURES 

Some  forward-looking  utilities  and  power 
companies  are  helping  drive  deregulation 
legislation  at  the  state  level.  At  the  same 
time,  they  are  radically  changing  their 
corporate  structures  and  the  way  they  do 
business  in  order  to  position  themselves  to 
thrive  in  a  deregulated,  competitive 
environment. 

Edison  International,  for  instance,  the 
parent  company  of  Southern  California 
Edison,  which  was  a  vertically  integrated 
utility,  has  transformed  itself  over  the  past 
few  years  into  a  family  of  closely  related 
companies.  "New  market  realities  and 
opportunities  drove  the  restructuring,"  says 
Tom  Higgins,  Edison  International  s  vice 
president  of  corporate  communications. 
"This  is  a  company  that  saw  almost  a 
decade  ago  that  the  industry  would 
radically  change,  and  for  the  last  ten  years 
we've  been  reinventing  ourselves  to  meet 
both  the  challenges  that  change  entails  as 
well  as  the  opportunities  it  offers." 

What  challenges?  What  opportunities? 


There's  obviously  the  need  to  protect 
profits  in  a  world  without  a  guaranteed 
return  on  investment.  There's  also  the 
challenge  —  and  the  opportunity  —  to 
cement  customer  relations  and  expand 
into  new  markets.  Edison  International  is 
responding  with  new  value-added 
products  and  services.  It  has  embraced  the 
concept  that's  driving  entrepreneurial 
businesses  in  every  industry:  Being 
customer-centric  is  no  longer  an  option; 
it's  the  only  way  to  survive. 


A  Group  of  Interrelated 
Companies 

Edison  Source,  one  of  three  new 
subsidiaries  formed  to  focus  on  retail 
energy  markets,  provides  energy- 
management  services  for  commercial 
customers.  "We've  spent  most  of  our  first 
year  developing  new  systems,  such  as 
customer  information  and  billing  and  risk 
management  as  well  as  a  portfolio  of  new 
products  and  services  for  business 
customers,"  says  Owens  Alexander,  senior 
vice  president  of  retail  energy  marketing  fa 
Edison  Source.  "The  basic  products  in  the 
unregulated  electricity  market  are  actually 
new  pricing  structures.  We  believe  the  rea 
value  will  be  created  when  unregulated 
energy  offerings  are  combined  with 
enhanced  billing,  energy  infrastructure, 
operations  and  management." 

To  help  its  customers  operate  in  a 
deregulated  energy  environment,  Edison 
Source  developed  the  ADAPT  program, 
which  stands  for  Applied  Direct  Access 
Planning  Tools.  "ADAPT  analyzes  the 
customer's  current  energy  usage,  project; 
usage  into  the  future,  simulates  various 
pricing  alternatives  and  recommends 
appropriate  pricing  plans,"  explains 
Alexander.  "We  offer  the  basic  ADAPT 
program  free  to  selected  large  California 
customers  because  we  believe  that  in  a 
competitive  environment,  if  we  help 
customers  become  more  intelligent 
buyers,  they  are  more  likely  to  buy  from 
us,"  says  Alexander. 


To  help  companies  continue  to  monitor 
and  control  their  energy  usage,  Edison 
Source  has  introduced  a  system  that 
provides  detailed  reports  and  graphs, 
gathered  from  "smart  meters"  at 
customer  sites  and  delivered  over  the 
Internet  to  a  personalized  Web  page. 


Thinking  about  how  your  business  can  go  international?  So  are  we.  For  example, 
we  can  set  you  up  in  international  trade  fairs.  We  ll  help  pay  for  your  booth  space, 
make  the  arrangements,  introduce  you  to  important  reps  and  customers,  even  suggest 
the  best  places  for  tea  and  crumpets.  Anything  else  on  your  mind?  Just  let  us  know. 


AMERICAN 
ELECTRIC 
POWER 

AEP:  America's  Energy  Partner- 


Find  out  more  about  us  at  http://www.aep.com 


BECAUSE  WE  NEVER  DO. 


Most  people  don't  think  twice  about 
electricity.  They  just  flip  a  switch  and  it's 
there.  No  hassle  and  no  worry.  Because 

America's  Electric  Utility  Companies  have 
always  been  there  for  our  customers. 

As  the  electric  industry  changes,  let's 
make  sw    th:<r  Pie  changes  we  make  ben- 
efit all  customers.  Let's  be  sure  that  those 


changes  improve  the  system  overall.  And 
let's  make  sure  that  all  customers  continue 
to  have  the  dependable  service  that  they 
have  come  to  expect. 

Electricity  competition  can  benefit 
everyone,  if  we  get  it  right. 

edison  electric 
Institute 

Edison  Electric  lnstitute.1997 
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Energy-management 
techniques  aren't 
just  for  large 
corporations.  See 
how  a  variety  of 
businesses  benefit  in 
the  New  Products  & 
Services  section  at 
www.hemnet.com 

www.hemnet.con  /deregulation/products 


Hughes  Family  Markets,  a  supermarket 
chain  with  57  stores  in  Southern 
California,  was  one  of  the  first 
companies  to  sign  on  for  both  services. 
"We  remain  dedicated  to  meeting  the 
overall  needs  of  our  customers,"  says 
Norb  Parsoneault,  a  Hughes  vice 
president.  "By  streamlining  our 
[electricity]  usage,  we  can  help  reduce 
future  energy  costs  and  continue  to 
operate  our  stores  more  efficiently." 

Edison  International's  independent 
power  business  has  been  organized  as  a 
separate  subsidiary,  Edison  Mission 
Energy,  for  ten  years.  Deregulation 
offers  new  opportunities  to  develop 
power  and  operate  power  plants 
nationwide,  but  EME  is  by  no  means 
imited  to  the  domestic  projects  it  owns. 
The  company  is  expanding  its  operations 
abroad,  where  it  already  has  plants  in  the 
United  Kingdom,  Spain  and  Australia. 
Under  construction  are  significant  new 
projects  in  Italy,  Turkey  and  Indonesia. 

idison  Capital  has  long  been  one  of  the 
ndustry's  largest  capital  and  financial- 
;ervices  subsidiaries;  it's  also  one  of  the 
argest  investors  in  affordable  housing  in 
he  country,  with  more  than  8,000 


A  CHOICE  THE  WORLD 
WILL  FLIP  OVER. 

^i^^^^  Central  and  South  West  Corp.  is  putting 
-  S  swREof  our  worid  in  a  new  perspective.  How?  By 
4|rs  X*  introducing  Clear  Choice,  a  new  program 

CP!j  that  will  allow  us  to  increase  the  development  and 
use  of  environmentally  friendly,  renewable  energy  sources. 

Better  Choices  For  A  Better  Tomorrow.  We're  excited  about  Clear 
Choice  because  we  believe  it  can  improve  the  quality  of  our 
environment  and  the  future  course  of  energy  development. 
Through  an  innovative  customer  polling  process,  we've  learned 
that  many  electric  customers  say  they're  willing  to  pay  a  little 
more  for  energy  from  renewable  resources,  if  it  truly  helps  the 
environment.  And  we  think  it's  a  perfect  addition  to  our  many 
existing  programs  that  offer  our  customers  better  choices 
today,  for  a  better  world  tomorrow  \ 

BetterChoices 


Central  and  South  West  Corporation 

www.csw.com 

For  more  information  on  Clear  Choice,  please  call  1-888-832-6279. 


housing  units.  Other  additions  to  the 
Edison  family  of  companies  include 
Edison  Select,  focused  on  the  residential 
and  small-business  markets,  and  Edison 
EV,  which  is  building  a  network  of  public 
charging  stations  for  electric  vehicles. 

Recruiting  Outside 
the  Industry 

As  part  of  their  restructuring  efforts, 
electric  companies  are  augmenting  their 
executive  ranks  with  fresh  blood  from 
outside  the  industry.  Stephen  E.  Pazian, 
for  instance,  was  hired  in  May  as  president 
and  CEO  of  Edison  International  s  retail 
businesses;  he  was  most  recently  president 
of  Ameritech  Security  Monitoring. 
Owens  Alexander  came  to  Edison  from 
the  telecommunications  sector;  the  senior 
vice  president  of  strategic  planning  and 
new-business  development  was  recruited 
from  McKinsey  &  Company,  where  he 
was  a  principal.  And  Edison's  new  vice 
president  of  human  resources  and  the  new 
corporate  treasurer  came  from  First 
Interstate  Bancorp.  The  idea  is  to  add 
breadth  to  management  teams  already 
deeply  experienced  in  running  power 
companies.  It  assures  an  openness  to 
innovation  and  customer  service  essential 
to  thrive  in  the  new  environment.  All  of 
Edison's  subsidiaries  have  recruited  top 
talent  from  outside  the  industry. 

NEW  PRODUCTS  AND 
SERVICES 

While  rates  will  almost  certainly  decline 
as  a  result  of  competition,  people  looking 
for  significant  rate  reductions  as  soon  as 
the  deregulation  gun  goes  off  are  likely 
to  be  disappointed.  (The  exception 
may  be  residential  and  small-business 
rates,  which  some  states  are  lowering 
by  mandate  as  part  of  deregulation 
legislation.) 


What  do  value- 
added  energy 
services  mean  to  a 
business's  bottom 
line?  See  the 
examples  in  the 
New  Products  & 
Services  section  at 
www.hemnet.com 

w.hemnet.com  /deregulation/products  } 

The  immediate  benefit  of  competition 
for  the  end  user,  both  residential  and 
commercial,  will  be  the  flood  of 
innovative  products  and  services  that  are 
already  beginning  to  appear. 

To  Maura  O'Neill,  president  and  CEO  of 
Seattle-based  ConnexT,  a  company  that 
provides  advanced,  high-tech  products  and 
services  to  utilities,  the  focus  on  the 
customer  marks  a  return  to  the  roots  of 
the  industry.  "Thomas  Edison  thought 
the  industry  he  founded  was  about 
lighting,  comfort  and  the  process-energy 
business,  not  about  kilowatt  hours,"  she 
says.  The  trick  is  to  find  the  new  products 
and  services  that  customers  want,  or  will 
want  once  they  know  what  they  are. 
O'Neill's  analogy  is  to  call  waiting,  a 
product  telephone  customers  have  come  to 
take  for  granted. 

Companies  like  ConnexT  are,  essentially, 
outsourcing  companies.  O'Neill's  vision 
for  ConnexT  is  for  it  to  become  the 
ADP  of  the  power  industry.  In  other 
words,  she  believes  there's  a  golden 
opportunity  for  companies  like  hers  "to 
be  superb  at  new-product  development 
and  operational  excellence.  Historically, 
in  the  areas  we're  in,  utilities  have  not 
done  particularly  well." 
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The  Keys  to  Success: 
Technology  and  a  Focus  on 
the  Customer 

O'Neill  has  been  a  consultant  to  energy 
companies  for  almost  20  years,  and  she  has 
examined  other  industries  that  have 
deregulated,  including  telecommunications 
and  airlines,  to  see  how  they  dealt  with  new 
competition.  She  found  that  the  key 
determinants  of  success  were  a  serious 
commitment  to  technology  and  an  intense 
focus  on  what  end  users  want,  or  what  they 
would  want  if  they  could  get  it.  The 
winners,  O'Neill  found,  were  companies 
that  moved  ahead  of  the  curve,  those  that 
anticipated  change.  AMR  Corporation's 
development  of  sophisticated  computer- 
based  reservations  systems  that  made  it  easy 
for  customers  to  book  flights  fits  her  model. 
So  did  MCI's  innovative  billing  systems  that 
made  offers  like  Friends  &  Family  possible. 

Modernizing  Management 
and  Control  Systems 

Before  a  utility  can  even  offer  new 

products,  however,  it  has  to  make  sure  it 

can  bill  for  them.  Amazingly,  most  utilities 

can't  do  that  now.  Virtually  all  of  the 

customer-information  systems  in  place  at 

utilities  today  were  designed  by  IT 

specialists,  who  were  not,  according  to 

O'Neill,  the  best  visionaries  about  where 

the  power  market  was  headed.  As  a  result, 

many  utilities  can't  bill  for  separate 

products,  and  many  can't  do  multisite 

billing.  ConnexT  has  designed  a  system, 

ConsumerLink™,  that  can  do  both;  it's 

the  only  customer  information  system 

designed  specifically  for  the  deregulated 

energy  environment. 

On  the  operations  side,  utilities  need 
complete,  real-time  information  about 
their  distribution  systems,  so  ConnexT 
designed  TELLUS®,  an  automated 
mapping/ facilities  management/ 


Unicom 
and  AlliedSignal. 
Together  we're  generating 
more  than  power, 
we're  generating  ideas. 
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In  our  search  for  new  sources  of 
clean,  economical  energy,  we  at  Unicom 
looked  to  the  sky.  Not  the  sun  ...  airplanes. 
Because  when  it  comes  to  generating 
large  amounts  of  power  efficiently  and 
cost  effectively,  it's  hard  to  beat  modern 
aerospace  technology.  /^IHodSignal 

That's  when  we  discovered  AlliedSignal, 
a  leading  developer  and  manufacturer  of  advanced 
aerospace,  automotive  and  industrial  power-generation 
systems.  And  we  found  they  had  created  what  could 
be  the  world's  most  promising  small-scale  power  source 
for  use  here  on  the  ground. 

Turbogeneration.  We  were  excited.  Even  -  dare  we  say 
it  -  energized.  Because  AlliedSignal's  new  single-moving-part 


TurboGenerators™  could  be  used  to  minimize 
electric  power  outages,  provide  increased 
electric  capacity  for  power  producers, 
and  reduce  the  need  to  buy  power  at 
peak  rates  during  high-usage  periods. 
All  of  which  means  very  satisfied  customers. 
So  we're  proud  to  become  the  first 
energy  company  to  team  up  with  AlliedSignal 
to    exclusively    distribute    their  advanced 
TurboGenerators™  throughout  the  Midwest.  And 
work  together  to  generate  even  more  ideas. 

Unicorn's  energy  expertise  and  AlliedSignal's 
technological  prowess  will  make  sure  our  customers 
will  be  able  to  get  clean,  reliable,  cost-efficient  energy 
at  all  times. 


Unicom 


We  don't  predict  the  future.  We  create  it.T 


997  Unicom-  Unicom  is  a  registered  trademark. 
boGenerator  is  a  registered  trademark  of  AlliedSignal. 


www.ucm.com 
www.ailiedsignal.com 


"Green"  power  — 
global  necessity, 
environmental 
luxury  or  smart 
marketing  move? 
Perhaps  all  three. 
See  discussions  in 
the  environment 
area  at 

www.hemnet.com 


geographic  information  system 
(AM/FM/GIS).  TELLUS,  in  turn,  led  to 
the  development  of  a  unique  retail  product 
that  utilities  can  resell  to  their  customers, 
OufAlert™.  OutAlert  notifies  residents  or 
small-business  owners  when  an  extended 
power  outage  occurs.  For  people  with 
second  homes,  elderly  parents  or  businesses 
like  ice  cream  stores  and  florists  who  have 
to  know  when  the  power  goes  down, 
OutAlert  can  be  an  invaluable  service. 

Other  products  ConnexT  offers  utilities 
include  OneBill™,  which  consolidates  bills 
from  multiple  sites;  Use  Watch™,  which 
helps  customers  understand  and  control 
usage;  and  UseAlert™,  which  alerts 
customers  by  phone,  mail  or  any  other  pre- 
specified  channel  if  utility  consumption 
exceeds  a  specified  level. 

Some  companies  have  been  formed  to  offer 
specific,  highly  customized  services  to  the 
utility  industry.  American  Outsource 
Services  Corp.,  for  instance,  offers 
comprehensive  billing  services  to  utility 
companies.  It  has  its  roots  in  American 
Payment  Systems,  at  one  time  a  wholly 
owned  subsidiary  of  United  Illuminating 
Company,  a  Connecticut  utility.  APS  was 
the  largest  provider  of  walk-in,  in-person 
billing  services  to  the  utility  industry. 

The  new  company,  a  partnership  with 
Electronic  Funds  and  Data,  a  leader  in 
electronic  bill  presentment  and  payment 
services,  combines  APS's  long  history  of 
handling  in-person  payments  on  an 
outsourced  basis  with  the  high-tech 
systems  that  expedite  virtually  any  billing 
and  payment  services.  In  addition  to 
handling  walk-in  payments,  the  company 
can  also  provide  billing  and  collections 
through  completely  electronic  means, 
including  via  the  Internet. 


(         www.hemnet.eom /d.ragulatton/graan 

Putting  Energy  Management 
in  Customers  Hands 

Some  of  the  new  products  and  services 
utility  companies  are  offering  are  already 
saving  customers  money.  Sears,  Roebuck 
&  Co.,  for  instance,  has  been  using 
EnergyTracker™  from  Chicago-based 
Commonwealth  Edison,  a  subsidiary  of 
Unicom  Corporation,  to  help  manage  its 
energy  costs.  EnergyTracker  is  a  PC-based 
software  package  ComEd  offers  its 
commercial  and  industrial  customers  to 
help  them  make  energy  management 
decisions  that  go  "beyond  the  meter,"  as 
ComEd  spokesperson  Jeffrey  Madsen  puts 
it.  EnergyTracker  provides  real-time  data 
on  energy  use  and  load  management  that 
allow  customers  to  make  adjustments  to 
individual  operating  schedules  to  achieve 
energy  savings. 

Do  products  like  EnergyTracker  make  a 
difference?  It  has  made  a  significant 
difference  for  Sears  at  its  huge  Woodfield 
Mall  store  in  Schaumburg,  111.,  one  of  the 
nations  largest,  with  more  than  350,000 
feet  of  floor  space.  The  first  step  in 
managing  the  energy  usage  of  a  facility 
that  large  is  getting  a  handle  on  what  the 
usage  patterns  are.  According  to  Eric  Gill, 
operations  manager  of  the  Woodfield  Mall 
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store,  "EnergyTracker  shows  how  decisio 
I  make  in  the  store  affect  our  energy  use. 
A  similar  program,  the  Education 
Initiative,  is  designed  specifically  for  schc 
districts.  ComEd  estimates  that  aggressi' 
energy-management  programs  have  the 
potential  to  save  districts  as  much  as 
$187,000  a  year. 

Sears  also  participates  in  ComEd's 
Energy  Cooperative,  a  program  that 
rewards  customers  who  curtail  their 
energy  use  during  peak  demand  days 
with  rebates.  Ten  Sears  stores  in  the 
Chicago  area  and  the  company's 
corporate  headquarters  participate  in  tr 
Cooperative;  rebates  for  the  company 
have  exceeded  $75,000. 

Other  ComEd  products  provide 
additional  avenues  to  save  on  energy 
bills.  The  utility's  consolidated  billing 
product,  for  instance,  replaces  numeroi 
bills  for  multiple  locations  with  a  singh 
bill.  It's  been  used  by  McDonald's, 
Walgreen  and  Sears,  among  other 
ComEd  customers.  The  program 
provides  these  customers  significant 
savings  in  administrative  costs  and  also 
allows  them  to  compare  energy  use  by 
location,  to  identify  additional 
opportunities  for  savings.  Another 
customer  benefit:  The  aggregation 
experience  will  be  crucial  when  the 
power  market  becomes  truly  competiti 

Value-Added  Innovations 

New  products  and  services  go  well 
beyond  consolidated  billing  and 
advanced  metering,  significant  as  those 
are.  Some  of  these  products,  driven  by 
the  sense  of  competitive  urgency  that 
deregulation  engenders,  are  rooted  in 
traditional  areas  of  expertise  that  electr; 
companies  have  developed.  AEP,  for  i 
instance,  in  conjunction  with  Dolan 


NOBODY    ELSE  IS. 

Kick  back  and  go  with  the  flow? 
Not  unless  you  want  to  be  left  in  the 
wake.  Look,  utility  deregulation  has 
made  the  once  quiet,  local  pool  a  lot 
more  crowded.  So  unless  you've  got 
a  strategy  to  get  and  stay  ahead, 
you  won't  stay  afloat  for  long. 

That's  where  we  come  in.  We're 
CONNEXT.  We  give  utility  suppliers 
the  tools  they  need  to  survive.  From 
advanced  metering  for  billing  and 
risk  management  to  full  customer- 
information  billing;  from  settlement 
and  remittance  processing  to  tools 
that  speed  power  restoration  and 
manage  the  distribution  system. 
And  last,  value-added  services  that 
utility  suppliers  can  offer  to  generate 
additional  revenue  and  create 
stronger  ties  with  customers. 

When  a  company  partners  with  us, 
their  customers  benefit  from  our  many 
"call  waiting"  and  "call  forwarding" 
type  services.  One  example  is 


Find  out  more  about  the  utility  shake-up  at  www.connext.com/whitepapers8 


OutAlert™,  a  service  that  alerts 
customers  via  a  call  or  a  page 
whenever  a  power  outage  occurs-a 
tremendous  value  to  businesses  with 
perishable  inventories  or  customers 
with  elderly  family  members.  Another 
exclusive  is  OneBill™,  a  service  that 
consolidates  the  bills  from  different 
service  providers  into  one  convenient 
statement,  possibly  saving  a  utility's 
customer  thousands  of  dollars.  These 
are  just  two  examples  of  our  many 
value-added  services. 

If  you're  a  business,  we  can  put  you 
in  touch  with  a  provider  that  offers 
CONNEXT  products.  If  you're  a  utility 
supplier  who  would  like  to  add  value 
to  your  services,  we  can  help  you 
make  a  big  splash  in  your  market. 

Call  1-888-CONNEXT. 
Power  Tools  for  the  Utility  Industry 


Laboratories'  Electrical  Test  Center,  has 
developed  an  innovative  motor-testing 
service.  What's  unique  about  it  is  the 
ability  to  test  large-horsepower  motors 
and  generators  while  they  are  running, 
without  taking  them  out  of  service. 
Using  proprietary  systems  and  databases 
to  measure  the  signals  that  running 
motors  emit,  AEP  specialists  can 
determine  a  motor's  condition  and  help 
customers  structure  a  maintenance  plan 
based  on  actual  conditions,  rather  than  a 
routine  schedule.  That  results  in  twofold 
cost  savings:  Failures  are  prevented, 
avoiding  expensive  lost  production  time, 
and  unneeded  maintenance  is  avoided. 

Utility  companies  are  offering  new 
communications  products  and  services  by 
leveraging  the  highly  sophisticated 
telecommunications  infrastructure  they 
maintain  to  manage  their  transmission  and 
distribution  systems.  AEP  formed  a 
separate  subsidiary,  AEP  Communications, 
to  explore  telecommunications 
opportunities.  Central  and  South  West 
Corporation  (CSW),  the  Texas-based 
utility,  has  started  CSW  Communications, 
which  filed  to  become  the  first  exempt 
telecommunications  company  approved  by 
the  FCC  under  the  Telecommunications 
Act  of  1996. 

THE  "GREEN"  ADVANTAGE 

Just  a  couple  of  decades  ago,  power 
companies  were  among  the  major 
polluters.  Today,  they've  gone  far  toward 
cleaning  up  their  acts.  Altruism  at  work? 
Hardly.  Strict  EPA  standards  as  well  as 
legislation  aimed  specifically  at  utilities, 
especially  the  Public  Utility  Regulatory 
Policies  Act  of  1978  (PURPA),  which 
mandated  that  utilities  buy  from  renewable 
energy  sources  or  cogeneration,  drove 
the  cleanup. 


The  demand  for 
energy  abroad  is 
enormous.  What's  the 
potential  for  profit? 
What's  the  risk?  What 
are  the  implications 
for  U.S.  power 
companies?  See  the 
globalization  area  at 
www.hemnet.com  for 
more  answers. 
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www.hemnet.com  /deregulation/global 


It  can  be  argued  that  PURPA,  which 
causes  serious  price  distortions,  should  be 
repealed,  but  environmental  reform  must 
continue.  The  industry  is  moving 
aggressively  to  cut  emissions  of 
environmentally  harmful  gases, 
increasing  the  efficiency  of  plants  and 
cutting  hazardous  waste.  AEP,  for 
instance,  eliminated  35%  of  its 
hazardous  waste  and  cut  sulfur-dioxide 
emissions  25%  during  1995  and  1996, 
and  the  company  avoided  about  1 00,000 
tons  of  nitrogen-oxide  emissions  in  the 
same  period. 

By  operating  its  plants  more  efficiently 
than  the  average,  AEP  also  saved  2.8 
million  tons  of  coal  it  otherwise  would 
have  burned.  Those  are  impressive 
results.  Furthermore,  like  some  other 
utilities,  AEP  has  actively  supported  the 
efforts  of  environmental  groups, 
including  partnering  with  The  Nature 
Conservancy  and  Bolivia's  Friends  of 
Nature  Foundation  to  almost  double  the 
size  of  a  major  tropical  rainforest 
preserve. 

Increasingly,  superior  environmental 
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Gauging  What  the  Public  Wi 
Pay  Tor  "Green"  Energy 

CSW  recently  became  the  first  company 
in  the  United  States  to  use  a  new  kind  c 
research  poll,  the  Deliberative  Poll,  to 
gauge  the  real  depth  of  public 
commitment  to  clean  energy.  Develope 
by  Professor  James  Fishkin  at  the 
University  of  Texas  at  Austin  and  used  t 
the  National  Issues  Convention  in  Aust 
during  the  1996  presidential  campaign, 
deliberative  polling  differs  from  standan 
polling  methods,  which  tend  to  measun 
off-the-cuff  reactions  to  issues  the 
respondents  may  —  or  may  not  —  hav 
thought  much  about.  In  a  deliberative 
poll,  participants,  chosen  with  scientific 
random-sample  techniques,  spend  time 
studying  the  issues,  using  balanced  prin 
materials,  debating  the  topics  and  listen 
to  presentations.  Only  then  do  they 
respond  to  poll  questions. 

BEYOND  BORDERS  — 

THE  GLOBALIZATION  OF  THI 

AMERICAN  POWER  INDUSTR 

While  utilities  and  power  companies  ar 
gearing  up  for  the  enormous  changes 
deregulation  and  competition  will  brinj 
they're  also  placing  new  emphasis  on 
foreign  operations.  Several  factors  are 
driving  expansion  abroad.  U.S.  utilitie: 
can  gain  invaluable  experience  from 
operating  in  such  places  as  England  anc 
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OneBflll 


We  '  v 


GOT  IT 


The  competition  taking  aim  at  you? 
You  bet  they  are.  Fact  is,  those  sizzling 
shots  are  coming  faster  and  from 
more  directions  than  ever.  So  what's 
your  game  plan?  Simply  defend  your 
home  turf?  Or  launch  an  offensive 
strike?  If  offense  is  more  your  speed, 
you'll  definitely  want  us  on  your  team. 

We're  CONNEXT.  We  provide 
innovative  products  and  enhanced 
customer  services  to  utility  suppliers. 
Take  our  OneBill™  for  example. 

OneBill  consolidates  the  bills  nationally 
from  multiple  utility  service  providers 
into  one  simple  statement.  The  benefit? 
Customers  save  thousands  of  dollars 
and  receive  valuable  energy 
management  information,  while 


utilities  secure  their  position  as  a 
preferred  energy  supplier. 

If  you're  a  business,  we  can  put  you 
in  touch  with  someone  who  offers 
OneBill  as  part  of  a  complete  range 
of  CONNEXT  products  and  services. 

If  you're  an  energy  supplier  who 
would  like  to  better  understand  your 
commercial  customers' total  energy 
consumption  across  utility  boundaries, 
OneBiH  can  give  you  a  serious  jump 
on  the  competition. 


Call  1-888-CONNEXT. 
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or 


Find  out  more  about  the  utility  shake-up  at  www.connext.com/whitepapers7 
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An  Example 

OF  THE  ENORMOUS  NEED  FOR 
INFRASTRUCTURE  INVESTMENT 


Power  Generation  Capacity 

Examples: 

Waffs  per  person 

China 

92 

India 

164 

Indonesia 

114 

Brazil 

393 

Mexico 

386 

Compare  with: 

Germany 

1537 

UK 

1277 

US 

2788 

T  " 


Source:  Black  &  Veatch 


Australia  where  deregulation  is  more 
advanced  than  it  is  here.  And  while  new 
domestic  markets  and  new  products  offer 
important  opportunities  for  growth  and 
profit,  the  sheer  rate  of  economic  growth 
abroad,  especially  in  less  developed 
countries,  make  these  areas  extremely 
attractive  places  to  invest  in.  Finally, 
diversification  into  foreign  markets  is 
simply  prudent,  considering  the 
uncertainty  facing  the  domestic  market. 

How  big  is  the  potential  market  for  energy 
abroad?  Black  &  Veatch  (B&V),  an 
engineering  and  construction  firm  that 
builds  power  plants  around  the  world, 
estimates  that  capacity  in  China  is  92 
watts  per  person  —  not  quite  enough  for 
a  single,  100-watt  bulb.  Capacity  in  the 
United  States,  by  comparison,  is  2,788 
watts  per  person. 

Many  of  the  large  U.S.  companies  are 
already  significant  players  in  foreign  energy 
markets.  Centra!  and  South  West 
actually  has  more  customers  abroad  than 
it  does  in  the  United  States.  With  its 
recent  acquisition  of  80%  interest  in 
Consolidated  Electric  Power  Asia, 


Southern  Company  has  become  the 
largest  independent  power  producer  in 
Asia.  And  AEP  owns  a  50%  share  in 
Yorkshire  Electric  and  has  projects  in 
China,  Pakistan,  Russia  and  Taiwan. 

New  electric  capacity  is  constantly  being 
built  in  both  developed  and  developing 
countries,  but  the  greatest  potential  is  in 
countries  where  electric  capacity  is  slim. 
Early  last  year,  B&V  had  700  power- 
plant  prospects.  Of  those,  50%  were  in 
Asia,  including  the  Indian  subcontinent; 
12.5%  were  in  Latin  America;  and 
12.5%  were  in  Europe,  the  Middle  East 
and  Africa.  Surprisingly,  perhaps,  the 
remaining  25%  were  in  the  United 
States,  which  B&V  Chairman  and  CEO 
P.  J.  Adam  takes  as  a  sign  of  the  likely 
resurgence  of  the  dormant  domestic 
market  for  new  generating  capacity. 

HERE  AND  ABROAD, 
CONSTRUCTION  AND 
OPERATIONAL  EFFICIENCY 
ARE  CRUCIAL 

Whether  hes   or  abroad,  efficiency  is  the 
key  to  buil<!  ig  arid  operating  power  plants 
successfully.  Competition  in  a  deregulated 
environment  ack    more  pressure  to  operate 


Whether  here  or 
abroad,  efficiency  is 
the  key  to  building 
and  operating  powe 
plants  successfully. 

(     www.hemnet.com  /deregulotion/globol  ^ 

close  to  the  bone.  Just  the  threat  of 
competition  drove  down  the  cost  of  new 
plant  construction  by  as  much  as  40% 
between  1991  and  1995,  according  to 
B&V  Chairman  Adam,  and  costs  today 
even  lower.  To  achieve  these  efficiencies, 
B&V  developed  POWRTRAK®,  a  high 
sophisticated  project-control  and 
information  system  that  the  company  us 
to  manage  its  construction  projects.  It's  ; 
complex  system  that  automates  design, 
3-D  plant  modeling,  procurement  and 
construction  control,  project  scheduling 
and  project  cost  control. 

POWRTRAK  allows  B&V  to  monitor 
every  aspect  of  design  and  construction, 
down  to  the  specific  economic  justificati 
of  every  piping  and  wiring  decision. 
"Each  cubic  meter  of  plant  and  square 
meter  of  plant  site  must  have  an  econon 
justification  in  terms  of  lower  cost-per- 
kilowatt-hour,  or  it  is  discarded,"  says 
B&V  Chairman  Adam. 

In  the  final  analysis,  it's  that  kind  of 
determination  —  driven  by  competitive 
forces  —  to  ring  every  last  kilowatt  out  < 
every  cent  invested  in  electric  power 
infrastructure  that  could  deliver  the  grea 
3onus  to  the  U.S.  economy  and  emerge 
the  greatest  benefit  of  deregulation.  © 
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What's  your  emotional 
bandwidth? 


As  information  becomes 
cheaper,  attention  span 
becomes  dearer.  How  do 
you  get  people's  attention 
in  the  computer  age? 

By  Stan  Davis 


IN  the  old  way  of  doing  business,  emo- 
tions never  had  a  very  legitimate  place. 
The  industrial  age  emphasized  rational- 
ity, and  machines — including  computers — 
never  had  emotions. 

Make  room  for  the  new  way  of  doing 
business:  Information  technologies  are 
going  to  make  emotions  a  regular  feature. 
Why?  The  more  information  becomes  an 
infinite  resource,  the  more  attention 
becomes  a  scarce  resource.  And  the  best 
way  to  get  attention  is  through  emotions. 

Today  all  computer  applications  are 
based  on  four  basic  forms  of  information: 
numbers,  words,  sounds  and  images.  Of 
the  four,  sounds  and  images  have  a  much 
higher  emotional  valence  than  do  numbers  and  words. 
Yet  the  only  two  major  PC  applications  so  far  have  been 
spreadsheets  and  word  processing.  No  killer  apps  yet  for 

Stan  Davis  is  the  Boston-based  author  of  Future  Perfect  (1996),  a  public 
speaker  and  a  Research  Fellow  at  Ernst  &  Young's  Center  for  Business 
Innovation.  His  E-mail  address  is:  stanmdavis@aol.com. 


voice,  music,  photos  and  videos. 

They're  coming.  The  image  processor  Adobe  Photo- 
shop, for  example,  is  well  known  among  photographers 
and  designers  but  not  by  the  general  public.  Imagine  if 
software  like  this  were  as  universal  as  word  processors. 
Wouldn't  it  change  the  way  people  communicate  as  rad- 
ically as  did  the  telephone  and  the  modem? 
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HP  BANDWIDTH 


None  of  this  would  be  possible  without  the  huge  gains 
in  computer  power  and  bandwidth  we  are  witnessing.  The 
dry  word  "emotions"  takes  up  a  mere  8  bytes  on  your 
hard  drive.  A  miniature  color  photo — 1  inch  on  its  side — 
that  might  evoke  an  emotion  would  run  4,000  bytes.  One 
second  of  color  video,  complete  with  sound,  would  raise 
the  ante  to  1  million  bytes. 

But  think  what  you  could  do  with  those  bytes.  Envi- 
ronmentalists successfully  use  emotional  arguments  to 
gain  attention,  whereas  their  targets  typically  make  the 
mistake  of  being  stone-cold  rational.  Companies  like 
Monsanto,  Exxon  and  McDonald's  would  be  smarter  to 
fight  fire  with  fire,  adding  emotional  interfaces  to  ratio- 
nal content,  to  present  their  case. 

I  have  in  mind  a  Web  site  with  a  Q-and-A  on  environ- 
mental policies — with  the  answers  in  the  form  of  sound 
and  pictures. 

Such  a  site  wouldn't  get  a  lot  of  hits 
today  because  conventional  telephone 
lines  can't  handle  multimedia  with 
acceptable  speed.  But  the  Internet  is 
evolving.  As  the  price  of  bandwidth 
comes  down,  computerized  sounds  and 
images  will  become  as  important  to 
every  business  as  numbers  and  words 
are  now. 

Some  corporations  are  already  push- 
ing technology  to  the  limits.  Fidelity 
Investments  is  one  of  those,  with  an 
application  that  doesn't  demand  a  lot  of 
bandwidth.  The  fund  purveyor  handles  575,000  calls  per 
day,  75%  of  which  are  automated.  In  Canada,  the  com- 
pany is  piloting  a  voice -recognition  system  that  can  rec- 
ognize spoken  English  and  French.  This  system  feeds  a 
caller's  voice  into  an  IBM  rs/6000  server  from  an  MX 
DirectTalk/6000  operating  system.  Callers  can  ask  for  the 
net  asset  value  of  the  funds  they  hold  and  get  quotes  on 
other  funds. 

Take  another  example.  United  Parcel  Service  has  scored 
with  its  electronic  signature  receipts,  in  use  since  1987.  It 
was  a  tour  de  force  on  UPS'  part  to  capture  these  signa- 
ture bit  maps  and  transmit  them  via  wireless  links  into  a 
package -tracking  database.  A  John  Hancock  takes  up  5  to 
20  kilobytes,  or  1  to  4  kilobytes  after  digital  compression. 
How  might  competitor  Airborne  Express  leapfrog  this 
technology?  Move  up  to  voice  signatures.  (So  far  neither 
of  them  is  contemplating  such  a  feature.)  Now  we're  talk- 
ing 100  kilobytes.  As  computer  networks  and  memories 
get  more  capacious,  that  is  quite  doable.  I  expect  to  see 
the  photo  ID  on  credit  cards  reinforced  or  replaced  with 
voice  recognition  or  fingerprint  imaging  technology 
within  five  years. 

Madison  Avenue  and  Hollywood  are  pretty  adept  at 
using  computers  to  create  nifty  visual  effects.  Isn't  it 
time  these  skills  seeped  into  the  rest  of  business?  Imag- 
ine, for  example,  bringing  emotion-rich  technologies  to 
the  tens  of  thousands  of  meetings,  presentations,  speech- 
es, conferences  and  events  taking  place  in  the  corporate 
world  every  day.  Clip  art  is  shifting  from  static  frames  to 


video  clips -and  will  be  joined  by  clip  music  in  standard 
display  and  demonstration  software.  Good-bye  to  boring 
bullet-point  slides,  hello  to  sound  bytes.  Ernst  &  Young 
has  used  network-TV-quality  video  clips  to  help  win 
competitive  multiyear,  multimillion-dollar  consulting 
contracts. 

Corporate  annual  reports  have  gone  from  just-the- 
facts-ma'am  10-Ks  to  full-blown  multimedia  shows.  Cisco 
Systems  and  Schlumberger,  for  example,  issued  their 
annual  reports  on  interactive  CD-ROMs.  What's  next:  inter- 
active, video-rich  annual  shareholders'  meetings.  For 
better  and  for  worse,  you  can  bet  there  will  be  a  lot  more 
emotions  there. 

You  have  heard  the  expression  "look  and  feel."  It  used 
to  refer  to  the  screens  you  got  from  your  spreadsheet  soft- 
ware. It's  going  to  take  on  a  new  meaning.  Computers 
are  going  to  look  at  you  and  feel  you. 

The  articles  on  page  202  (about  elec- 
tronic sensors)  and  page  252  (about 
interfaces)  describe  some  of  the  new 
ways  in  which  man  and  machine  are 
already  interacting  or  will  soon  interact. 
I'll  take  it  a  step  further  and  predict  that 
computers  will  someday  detect  and 
transmit  odors. 

It's  not  as  ridiculous  as  it  sounds. 
Remember  that  soot  sniffers — otherwise 
known  as  smoke  detectors — have  been 
in  mass  production  for  a  long  time. 
Technologists  like  California  Institute  of 
Technology  Professor  Nathan  Lewis  are  using  electrical 
conducting  polymers  to  develop  an  electronic  nose  on 
a  chip. 

Smells  will  be  created  electronically,  perhaps  with  a  dis- 
posable palette  of  chemicals  deposited  into  microscopic 
wells  on  a  silicon  wafer.  When  we  have  that,  it's  a  short 
step  to  two-way  smell  interactions  over  the  Internet.  One 
day,  companies  will  register  odormarks  together  with  their 
trademarks.  Picture  the  21st-century  dating  game  on  the 
Internet:  "Do  you  want  to  go  on  a  date?"  "I  don't  know, 
E-mail  me  your  smellprint." 

Similar  electronic  technologies  are  being  developed  for 
computers  to  see  and  touch.  As  each  of  these  computer- 
ized senses  gets  further  refined,  as  well  as  combined,  the 
emotional  bandwidth  of  the  network  increases.  Think  of 
what  it  could  do  to  sales  presentations.  Oracle  now  demos 
its  police  database  using  a  siren  sound  whose  high-deci- 
bel blare  grabs  your  attention  in  ways  that  no  spreadsheet 
can.  E-mail  will  graduate  from  primitive  "emoticons,"  like 
":-),"  to  angry  voices,  calming  sounds  and  sensuous 
scenes. 

Emotional  bandwidth  will  become  an  enabling  tech- 
nology that  will  manifest  itself  in  software,  in  interfaces, 
in  search  engines,  on  Web  pages  and  in  computer  and 
communications  architectures.  It's  coming  from  the  most 
unemotional  of  disciplines,  engineering,  and  it  is  being 
built  into  the  entire  range  of  information  technologies. 
As  this  happens,  silicon  will  enable  us  to  express  more 
completely  who  we  are,  as  people  and  as  businesses.  H 


As  the  price  of  bandwidth 
comes  down,  computer- 
ized sounds  and  images 
will  become  as  important 

to  every  business 
as  numbers  and  words 
are  now. 
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Today's  financial 
executives  are  at 
the  cutting  edge  of 
virtually  everything 
their  companies 
think,  plan  and  do. 

Nowhere  is  this  more  evident 
than  in  the  expanded  role  of 
finance  as  strategic  advisor  to 
the  business. 

However,  for  this  expansion 
to  be  successful,  others  in 
your  company  who  need  access 
to  financial  information  must 
be  taught  to  look  beyond  the 
numbers  to  spot  problem  areas 
and  predict  trends.  They  must 
gain  the  insight  you've  developed 


through  experience.  They  must 
learn,  as  you  have,  how  to  listen 
to  their  business  and  to  under- 
stand what  they  hear.  And  this  is 
where  Hyperion  comes  in. 

Our  comprehensive  financial 
management  solutions  give  your 
people  the  business  intelligence 
they  need  to  listen,  the  insight 
they  need  to  respond,  and  the 
tools  they  need  to  succeed. 

To  find  out  why  50  percent  of 
the  Fortune  500  choose  Hyperion 
call  1-800-286-8000.  Or  visit  our 
web  site  al  www.hyperion.com. 


^Hyperion 


Listen  to  your  business. 


LOSERS 

When  Exxon  could 
have  beaten  Intel 

We  made  a  list  of  technology  marriages  that  succeeded  brilliantly — 

and  a  list  of  ones  that  flopped. 

Why  is  the  second  list  so  much  longer? 

By  John  H.  Christy 


It  seemed  like  a  good 
idea  at  the  time. 
Schlumberger  was  flush 
with  cash  from  its  oil 
well  logging  business. 
Fairchild  Camera  & 
Instrument  was  a  pio- 
neer in  the  semicon- 
ductor industry  and  in 
need  of  capital.  Semi- 
conductor chips  didn't 
seem  too  far  afield  from 
Schlumberger's  exper- 
tise. Didn't  oil  well 
measuring  tools  use 
electronics  heavily? 
Schlumberger  wrote 
out  a  check  for  $425 
million  to  purchase 
Fairchild. 

This  was  in  1979, 
just  before  the  great 
boom  in  personal  com- 
puters got  underway. 
Schlumberger  should 
have  made  billions  of 
dollars  from  its  acquisition.  But  it 
didn't.  In  1987  it  sold  Fairchild  at  a 
$220  million  loss  to  National  Semi- 
conductor. 

You  could  make  a  long  list  of 
merger  fiascos  in  computers  and  elec- 
tronics: Xerox  paying  $900  million 
for  mainframe  manufacturer  Scientif- 
ic Data  Systems  in  1969.  Exxon 
buying  Zilog,  a  microprocessor  com- 
pany, and  then  some  word  processor 
companies,  into  which  it  sank  $1  bil- 
lion before  selling  and  writing  off  the 
businesses,  at&t  losing  $4  billion  on 
NCR  during  a  bull  market. 

Why  is  it  so  easy  to  lose  money 
taking  over  a  computer  firm?  G.  Dan 


Hutcheson,  president  of  VLSI 
Research,  explains.  "All  new  wealth 
comes  from  creative  engineering 
types,  who  are  difficult  to  manage 
and  easy  to  offend,"  he  says.  "The 
mentality  of  a  takeover  is  aggressive, 
a  pirate  mentality  that  upsets  morale. 
The  good  people  leave. 

"In  1978  Honeywell  bought 
Synertek.  Honeywell  had  a  classic 
East  Coast-style  management,  and  it 
tried  to  run  a  Silicon  Valley  company 
that  had  a  West  Coast  style  of  man- 
agement. It  drove  them  both  down. 
Same  thing  happened  after  Exxon's 
purchase  of  Zilog  in  1981.  Zilog 
might  have  been  what  Intel  is  today, 


if  Exxon  hadn't  tied  them  down." 

IBM  bought  Rolm,  a  tele- 
communications equipment  maker, 
in  1984.  Rolm's  entrepreneurial  ethic 
didn't  mix  well  with  the  white-shirt 
bureaucracy  at  IBM.  Four  years  after 
the  deal,  IBM  unloaded  Rolm  onto 
Siemens — at  a  loss. 

There  are,  to  be  sure,  some  stun- 
ning exceptions,  but  you  often  have 
to  go  way  back  in  time  to  find  them. 
In  1911  financier  Charles  Ranlegh 
Flint  got  control  of  a  meat  scale  firm, 
a  company  that  made  employee  time 
clocks  and  a  little  firm  that  owned 
Herman  Hollerith's  patents  on  punch 
cards.  He  merged  the  three  into 


236 


Forbes  ■  July  7,  1997 


A  flash  fire.  It  happens  when  invisible  fumes  creep  along  your  floor  and 
make  contact  with  a  gas  pilot  light.  So  please  j^v  make  sure  flammable  liquids  are  tightly  sealed 
and  stored  far  away  from  gas  appliances.  *^H9    For  more  information  on  home  fire  safety, 
see  an  Allstate  Agent  or  call  I  -888-ALLSFTY.  Being  in  good  hands  Is  the  only  place  to  be? 
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Computing-Tabulating-Recording 
Co.  The  strategy  was  to  become  the 
leading  manufacturer  of  office  equip- 
ment. Which  is  just  what  the  firm 
did,  after  renaming  itself  Internation- 
al Business  Machines. 

Flint  didn't  just  do  the  deal  and  let 
it  go  at  that;  he  beat  the  bushes  for 
the  best  people  and  offered  to  reward 
them  handsomely.  For  general  man- 
ager he  landed  Thomas  J.  Watson  Sr., 
the  former  top  salesman  for  National 
Cash  Register,  by  giving  him  a  low 
base  salary  plus  5%  of  profits.  Watson 
brought  star  salesmen  with  him. 

But  more  common  is  the  case  of 


Eaton  and  Optimetrix.  In  1982 
Eaton  Corp.,  a  midwestern  manufac- 
turer of  truck  transmissions  and  elec- 
trical controls,  bought  Optimetrix,  a 
Mountain  View,  Calif.-based  manu- 
facturer of  wafer-steppers  used  to 
image  silicon  chips.  Hutcheson: 
"[Optimetrix]  had  already  sold  about 
20  of  the  machines,  so  it  looked  hot, 
but  customers  were  then  so  anxious 
to  get  steppers  that  they  took 
machines  whose  alignment  systems 
didn't  work.  Optimetrix  never  could 
get  them  to  work. 

"At  the  celebration  following  the 
acquisition,  the  chief  executive  officer 


Risky  business 


Acquirer 

Target 

Year  of  transaction 

Winners 

Computing-Tabulating-Recording 

Tabulating  Machine  Co 

1911 

Computer  Associates 

numerous  firms 

1976-present 

Microsoft 

Seattle  Computing  Products 

1980 

Safeguard  Scientifics 

Novell 

1982 

Seagate 

Control  Data's  disk-drive  business 

1989 

Symantec 

Peter  Norton  Computing 

1990 

Advanced  Micro  Devices 

NexGen 

1996 

Cisco  Systems 

StrataCom 

1996 

Corel 

WordPerfect  &  Quattro  Pro 

1996 

Silicon  Graphics 

Cray  Research 

1996 

Apple  Computer 

Next  Software 

1997 

3Com 

US  Robotics 

1997 

Losers 

Xerox 

Scientific  Data  Systems 

1969 

Exxon 

Reliance  Electric 

1979 

United  Technologies 

Mostek 

1979 

Schlumberger 

Fairchild  Camera  &  Instrument 

1979 

Exxon 

Exxon  Office  Systems 

1980 

Exxon  Zilog 

1981 

IBM 

Rolm 

1984 

Burroughs 

Sperry 

1986 

Citicorp 

Quotron  Systems 

1986 

AT&T 

NCR 

1991 

Borland 

Ashton-Tate 

1991 

Novell 

WordPerfect 

1994 

Sources:  Houlihan  Lokey;  Forbes. 


Computer  mergers  and  acquisitions 
often  fail.  The  12  deals  at  the  bottom 
are  some  of  the  biggest  blunders. 
The  deals  listed  in  the  middle 
could  go  either  way. 


of  Eaton  gave  a  speech  in  which  he 
said  he  looked  forward  to  working 
with  Karl  Johannsmeier,  the  head  of 
Optimetrix.  Johannsmeier  pulled  out 
a  dime  and  said,  'Call  me.'  He  went 
to  the  South  Pacific."  Eaton  liquidat- 
ed Optimetrix  in  1985. 

A  technology  acquisition  can  work 
if  the  buyer  is  acquiring  technology, 
not  an  organization.  Microsoft  did 
that,  spending  $50,000  to  acquire 
DOS  from  Seattle  Computer  Products 
in  1980  and  laying  the  foundation  for 
its  fortune. 

Another  successful  strategy:  Buy 
very,  very  cheap.  In  software,  nobody 
does  it  better  than  Computer  Associ- 
ates International,  a  vendor  of  soft- 
ware for  large-scale  corporate  sys- 
tems. Since  founding  this  firm  in 
1976,  Charles  Wang  has  gobbled  up 
50-plus  software  companies,  many  of 
them  distressed.  Computer  Associ- 
ates' stock  is  up  14,500%  since  its  first 
public  offering  in  1981. 

But  what  if  two  weak  firms  merge 
out  of  desperation?  Then  you  get 
more  despair:  Burroughs  and  Sperry 
in  1986,  Prime  Computer  and  Com- 
putervision  in  1988,  AST  Research 
and  Tandy's  PC  manufacturing  oper- 
ations in  1993.  It  calls  to  mind  what 
a  historian  said  about  a  pair  of  badly 
managed  railroads  that  got  together: 
"two  drunks  helping  one  another 
home." 

One  of  the  successful  deals  on  our 
table  is,  in  effect,  an  unmerger.  Safe- 
guard Scientifics  invested  in  what  is 
now  Novell  Inc.  in  1982,  then  had 
the  wisdom  to  spin  a  portion  of 
Novell  off  to  Safeguard  shareholders 
in  1985.  Since  the  spinoff  Novell's 
shares  have  appreciated  4,700%. 

Despite  the  sad  history,  merger 
brokers  are  busier  than  ever  in  the 
computer  business.  And  company 
founders  continue  to  walk  away  with 
their  checks  and  head  straight  for  the 
nearest  yacht  broker  or  Lamborghini 
dealer.  Last  year  saw  $25  billion  in 
technology  merger  announcements, 
according  to  Houlihan  Lokey,  a  Los 
Angeles-based  investment  bank. 

The  1997  total,  led  by  the  planned 
$7  billion  acquisition  of  U.S.  Robot- 
ics by  3Com,  will  probably  beat  last 
year's.  Maybe  this  deal  will  work — 
but  it's  got  history  against  it.  H 
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ut  yourself  in  a  1997  Avalon  — the  American-built  flagship  of  Toyota  —  and  experience  an  overwhelming  sense  of  relax- 
ion.  Soft,  available  leather-appointed  interior  and  six-passenger  seating  will  invite  you  to  relish  in  Avalon's  many  spacious 
rd  luxurious  comforts.  While  its  advanced  200-hp  V6  provides  a  refined  driving  performance, 
lowing  you  to  manage  your  day  with  some  added  power.  But,  most  importantly, 
>u  can  experience  the  tranquility  of  Avalon  starting  around  $24,900* 


1  1-800-G0-T0Y0TA  or  visit  our  Web  site  at:  www.toyota.com  for  a  brochure  or  full-line  CD-ROM  plus  the  location  oi  your 
irest  dealer.  ©1997  Toyota  Motor  Sales.  U.S.A.,  Inc.  Buckle  Up!  Do  It  for  those  who  love  you.  "Avalon  XLS  model  $29,783  MSRP  lor  Avalon  XLS 
bench  seat  and  optional  equipment  Excludes  taxes,  license,  title,  other  optional  or  regionally  required  equipment.  Actual  dealer  prices  may  vary. 


®  TOYOTA  AVALON 

I  love  what  you  do  for  me 


IBM  and  Solutions  lor  a  small  planet  are  trademarks  ot  International  Business  Machines  Corporation  In  the  United  States  and/or  order  countries.  Other  company,  product  and  service  names  may  be  trademarte  or  service  marts  ol  others,  ©1997  IBM  Corp 


Each  and  every  day,  thousands  of 
businesses  build  their  sites  on 
the  Internet  and  wonder:  When 
does  the  excitement  begin? 
Where  are  the  new  customers, 
the  improved  relationships, 
the  lower  overhead?  Surprise, 
surprise.  You  cant  expect  it  to 
happen  automatically. 


yippeee... 

we're  on  the 
Internet! 


what? 

solution 


now 


•>•> 


It  takes  a  solution.  The  good  news 
is,  a  call  to  IBM  can  help  put 
things  in  motion.  IBM  Internet 
solutions  provide  a  unique 
combination  of  technology, 
professional  services  and  know- 
how  that's  enabling  a  world 
of  e-business  opportunities, 
changing  the  way  business  is 
done.  Here  are  a  few  customers 
already  reporting  results: 

Japan  Airlines:  uses  Internet 
reservations  to  boost  ticket 
revenue  by  $4  million. 

NHL :  online  store  attracts  more 
than  a  million  hits  per  month. 

Arena  di  Verona:  online  ticketing 
expands  opera  house  audience. 

Supervox:  French  wholesaler 
finds  an  $8  million  opportunity 
in  previously  untapped  market. 

Find  out  how  the  Internet  can 
transform  your  business. 
Just  drop  by  www.ibm.com/ 
internetsolutions  or  give  us  a 
call  at  1  800  IBM-7080,  ext. 
NC01,  for  our  free  brochure 
on  commerce  solutions. 


Solutions  for  a  small  planet 


Wl 
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Wal-Mart 

or  Western  Union? 

Silicon  is  a  boon  to  many  stocks,  but  it's  going  to  kill  others. 

Forbes  fingers  five  potential  winners  and  one  that  is  potential  roadkill. 


By  Jeffrey  Young  and  Julie  Pitta 

Wal-Mart,  it  is  well  known  by  now,  beat  out 
Kmart  not  so  much  with  superior  merchandising 
as  with  superior  information.  Sam  Walton  seized 
on  what  Intel  and  IBM  were  doing  and  applied  their  tech- 
nology to  his  business  in  new  ways. 

At  the  other  end  of  the  spectrum  is  Western  Union 
Telegraph  Co.  A  hundred  years  ago  it  was  rivaling  Amer- 
ican Telephone  &  Telegraph  for  dominance  of  the  com- 
munications industry.  Years  too  late,  it  woke  up  to  real- 
ize that  technology  had  rendered  its  line  of  business 
irrelevant.  At  some  point  early  in  this  century  AT&T  had 


a  laboratory  of  engineers  clustered  around  vacuum  tubes, 
while  Western  Union  was  still  fixated  on  electromechan- 
ical devices  that  went  clickety-clack.  Western  Union  was 
a  financial  powerhouse,  but  it  was  doomed  from  that 
moment  on. 

There  are  lots  of  Western  Unions  out  there,  and  things 
happen  much  faster  now  than  they  did  then. 

Who  will  be  the  winners  and  who  the  losers  in  the  sili- 
con revolution?  Below,  we  profile  five  companies  that 
epitomize  what  it  takes  to  be  the  next  Wal-Mart.  We 
select  one  that  risks  becoming  the  next  Western  Union. 


CUC  International 

Cyberstore 

Don't  TELL  Walter  Forbes  there's  no  real  money  on  the 
Internet.  "We've  been  booking  $90  million  a  month  in 
sales  over  it  for  the  better  part  of  the  last  year,"  says  the 
chairman  and  chief  executive  of  cue  International.  CUC 
is  betting  it  can  become  the  first  great  retail  megalopolis 
of  the  Internet  age. 

CUC  is  halfway  there.  It  makes  most  of  its  $2.3  billion 
in  annual  revenue  from  membership  fees  for  buying  clubs. 
Members  call  cue:  to  place  an  order  for,  say,  an  air  condi- 
tioner and  pay  with  a  credit  card.  The  appliance  is  shipped 
directly  to  the  customer's  home  from  the  manufacturer's 
warehouse.  The  system  cuts  wholesalers,  shop  clerks  and 
a  lot  of  the  truck  drivers  out  of  the  retail  distribution 
system,  cue  sells  goods  at  a  slim  markup  that  just  covers 
its  costs  and  makes  its  money  on  the  membership  fees. 

But  there  are  still  some  costs  to  be  squeezed  out.  Even 
in  mail-order  and  telephone  shopping,  there  are  people 
to  answer  the  phones  and  printers  and  mailmen  for  the 
slick  catalogs.  If  CUC  can  go  the  next  step — to  an  order- 
ing process  that  is  fully  computerized,  from  the  cus- 
tomer's den  to  the  manufacturer's  warehouse — it  can 
wring  still  more  efficiencies  out  of  the  system.  The  Inter- 
net could  replace  the  telephone  clerks  and  the  catalog 
printers  with  software. 

Forbes  says  he  has  been  dreaming  of  just  such  an  appli- 
cation of  computers  ever  since  he  founded  his  firm  in 
1973.  HPS,  a  franchisor  of  real  estate  brokers,  hotels  and 
car  rental  operations,  is  buying  into  this  vision:  It  has 
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/loving  you  faster  through  airports 
is  hardly  foreign  to  us. 


Heitz#l  Club  Gold!' 
The  standard  for  speed 
and  pace  of  mind 
worldwide. 

(T)very  business  day  throughout  the 
U.S.,  thousands  of  business  people 
trust  the  speed  and  eonsisteney  of 
Hertz  #1  Club  Gold. 

(T)t  is,  after  all,  Hertz'  fastest  way  to 
rent  a  ear.  No  waiting  in  long  lines.  No 
unnecessary  paperwork.  Nothing  to 
slow  you  down. 

(A)nd  now  Hertz  #1  Club  Gold  has 
expanded  around  the  world.  In  fact, 
Hertz  #1  Club  Gold  is  available  world- 
wide, including  Europe,  Canada, 
Australia  and  New  Zealand. 

(s)o  you  can  expect  consistent  service 
as  only  the  world's  premier  car  rental 
company  can  provide-whether  you're 
travelling  to  Perth,  Paris  or  Portland. 

(A)s  a  member  of  Hertz  #1  Club  Gold, 
you'll  be  part  of  a  vast  global  network 
dedicated  to  serving  you.  And  no  mat- 
ter where  you  travel,  Hertz  #1  Club 
Gold  is  supported  by  more  than 
19,000  Hertz  employees  worldwide 
dedicated  to  treating  you  with  cour- 
tesy, knowledge  and  respect. 

(s)o  while  business  may  take  you  to 
many  different  countries,  with  Hertz 
#1  Club  Gold,  you  can  always  expect 
only  one  type  of  service.  The  best. 


nz  rents  Fords  and  other  flne  cars. 

EG.  U.S.  I'AT.  Ol'l .  ©  MI'.KTZ  SVSTKM  INC..  IWMHJ  '* 


exactly. 
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agreed  to  an  $11  billion  merger  with  Forbes'  company. 

So,  all  those  years  spent  in  the  catalog-shopping  and 
the  buying-club  business  were  just  a  waiting  game  while 
the  world  got  ready  for  the  Internet.  Those  years  were 
not  wasted,  cue  accumulated  a  wealth  of  experience  in 
database  management,  membership  fulfillment,  direct 
marketing  and  cross-selling.  For  instance,  Shoppers 
Advantage  is  a  catalog-shopping  program  that,  for  a 
membership  fee  of  $50  per  year,  guarantees  the  lowest 
prices  on  a  wide  range  of  brand-name  merchandise. 
Members  get  pitched  to  join  Travelers  Advantage  ("guar- 
anteed lowest  prices  on  any  travel  and  5%  back  in  cash. 
How  can  you  beat  it?"  says  Forbes)  and  AutoVantage 
(new-car  buying  discount  service). 

cue  also  has  a  thriving  business  cranking  out  promo- 
tional coupons  for  restaurants,  shopping  malls,  hair  salons 
and  the  like.  It  works  off  the  same  68 -million-name  mem- 
bership database.  Other  ventures:  a  vacation  time-share 
management  company  and  a  company  specializing  in  the 
settling  of  international  VAT  refunds. 

In  almost  all  of  these  direct-marketing  operations,  a 
shift  from  telephone  calls  and  third-class  mail  to  on-line 
connections  could  offer  huge  operational  savings.  It  will 
be  a  few  years  before  the  Internet  can  deliver  on  that 
potential.  More  of  the  buying  public  has  to  get  used  to 
the  Internet,  and  the  network  must  offer  faster  lines  that 
would  make  it  practical  to  flip  quickly  through  a  color  cat- 
alog of  merchandise.  It's  only  a  matter  of  time. 

In  the  meantime,  expect  some  cross-selling  between 
hfs'  customer  lists  (of  home  buyers  and  car  renters)  and 
cue's.  Also  expect  cue  to  continue  doing  a  lot  of  on-line 
selling  to  people  who  know  what  they  want  and  don't 
need  a  color  picture.  Want  a  book?  Go  to  Book  Stacks, 
www.books.com.  Need  an  air  conditioner?  Soon  you'll  be 
able  to  go  to  www.netmarket.com. 

United  Healthcare  Corp. 

Doctor's  data  mine 

United  HealthCare,  a  Minnetonka,  Minn. -based  man- 
aged care  organization,  owns  no  hospitals  and  no  mri 
machines.  But  it  has  an  intangible  asset  much  more  valu- 
able than  bricks  or  scanning  machines:  a  database.  In  busi- 
ness since  1974,  United  HealthCare  has  treatment 
records  on  10  million  patients.  From  the  beginning  it  has 
looked  for  ways  to  mine  the  data  in  order  to  cut  costs  and 
deliver  better  medicine. 

What  questions  could  you  answer  with  data  like  that? 
Is  a  heart  attack  patient  better  off  with  a  tissue  plasmino- 
gen activator  or  with  streptokinase?  How  effective  are  dif- 
ferent inhalation  products  for  treating  pediatric  asthma? 
Which  cancers  respond  as  well  to  chemotherapy  alone  as 
to  chemotherapy  plus  radiation?  Coming  from  an  HMO 
operator  that  is  looking  to  cut  costs,  some  of  this  "out- 
comes research"  is  treated  with  suspicion  by  doctors. 
They  may  wonder  if  the  HMO  :;  commends  a  particular 
treatment  just  because  it's  che  iper  than  the  alternative. 
But  even  the  most  indepeno.       funded  doctors  nowa- 


days realize  that  medical  resources  are  not  infinite.  If  TPA 
costs  much  more  than  streptokinase  and  yields  no  better 
results,  then  maybe  it  should  not  be  prescribed. 

"Most  doctors  really  want  to  do  the  best  thing,"  says 
Kevin  Roche,  chief  executive  of  United  HealthCare's  sub- 
sidiary, Applied  HealthCare  Informatics.  "We  don't  tell 
them  how  to  practice  medicine." 

Roche's  unit  has  created  a  series  of  patented  analytic 
computer  programs  that  can  evaluate  the  medical  effec- 
tiveness and  cost-effectiveness  of  treatments  across  large 
populations.  Last  year  it  began  selling  the  data  to  drug 
companies  like  SmithFvline  Beecham  and  government 
agencies  like  the  Centers  for  Disease  Control  and  the 
Food  &  Drug  Administration.  But  it's  trying  to  sell  tc 
everyone,  including  competitors. 

A  United  HealthCare  competitor,  Columbia/HCA. 
reportedly  aims  to  spend  $1  billion  over  the  next  few 
years  to  get  its  data  into  workable  shape.  United  Health- 
Care's  data  are  already  there. 


Boeing  Co. 

The  COTS  strategy 

Boeing  Co.  is  likely  to  net  close 
to  $2  billion  this  year,  making  it 
one  of  the  most  profitable  man- 
ufacturers in  the  world.  An  astute 
application  of  information  tech- 
nology plays  a  key  role  in  that 
success  story. 
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Tnis  may  Le  tne  one 
time  you  ean  judge 
a  took  by  its  eover. 


5W  ^\ 


C^hecl  in  and  pay  with  your  j\merican  Express*  Cord  and  receive  a 
Welcome  Rewards"  Gilt  Book  with  over  $1,000  in  merchandise  and  travel  certificates. 

Consider  Welcome  Rewards  an  extra  thank  you  from  Hyatt  and  American  Express  for  your  business 
this  summer.  Check  in  at  a  participating  Hyatt  hotel  between  June  1, 1997 
and  September  1,  1997  and  check  out  our  gift  book  when  you  pay  with  your 
American  Express  Card. 

Valuable  offers  from  a  variety  of  quality  merchants  and  travel  companies 
are  your  rewards  to  enjoy.  With  page  after  page  of  great  offers,  this  is  one 
book  you'll  read  cover  to  cover.  For  reservations,  contact  your  travel  planner 
or  call  Hyatt  at  1-800-233-1234. 


ALAMO 
AT&T 
AVIS' 

COMP  USA* 
HARTMANN  LUGGAGE* 
HERRINGTON 
HYATT  HOTELS  &  RESORTS 
NEVADA  BOB'S* 
PRP  WINE  INTERNATIONAL 
iROYAL  CARIBBEAN*  INTERNATIONAL 
(THE  LEARNING  COMPANY 
UNITED  AIRLINES 


AMERICAN 
EXPRESS 


Cards 


H  YATT 


HOTELS  &  RESORTS 


Feel  the  Hyatt  Touch' 


The  Welcome  Rewards  gift  book  offer  is  valid  between  lane  I,  1997  and  September  I.  1997  for  registered  guests  paying  for  their  stay  with  any  American  Express  Card  at  a  participating 
Hyatt  hotel  in  the  U.S.  or  Canada.  This  offer  is  not  valid  at  any  Hyatt  Resort  or  the  Hyatt  Regency  St.  Louis.  Limit  of  one  Welcome  Rewards  booklet  per  guest  per  stay.  Redemption  of 
each  certificate  offer  will  be  subject  to  the  terms  and  conditions  listed  on  the  back  of  each  certificate.  Other  restrictions  may  apply.  Hyatt  Hotels  and  Resorts  encompasses  hotels  and 
resorts  managed,  franchised  or  operated  by  two  separate  groups  of  companies-Hyatt  Corporation  and  its  affiliates  and  affiliates  of  Hyatt  International  Corporation.  ©  1997 Hyatt  Corp. 
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Seven  years  ago,  on  commencing  development  of  the 
777  airplane,  Boeing  took  the  bold  step  of  eliminating 
paper  blueprints.  Henceforth  all  design  and  pretesting  was 
to  take  place  on  computer  screens. 

As  computerization  projects  go,  this  was  a  monster, 
involving  5,000  design  workstations  and  10,000  person- 
al computers.  These  machines  juggle  11  terabytes  (tril- 
lions of  characters)  of  data.  But  as  ambitious  as  Boeing's 
information  technology  executives  were,  they  knew  where 
to  draw  the  line.  They  did  not  attempt  to  build  the  soft- 
ware to  order.  Gary  Allen,  vice  president  of  information 
systems  at  the  Boeing  Commercial  Airplane  Group,  sums 
up  the  philosophy:  "COTS.  Everything  we're  using  in  the 
enterprise  and  manufacturing  floor  system  is  based  on 
commercial-off-the-shelf  software.  We  build  airplanes.  We 
let  them  build  the  software.  But  we  make  it  unique  to  us 
in-house." 

The  key  canned  software  in  this  operation  is  a  comput- 
er-aided-design package  called  Catia,  sold  by  an  IBM/Das- 
sault  joint  venture.  (For  more  on  this  software  business,  see 
story,  p.  70.)  Customization  involves  such  features  as  part 
interference  checking. 

All  told,  Boeing  spends  $1.5  billion  a  year  on  data  pro- 
cessing. What  does  it  get  for  this  sum?  Shrinkage  of  man- 
ufacturing costs.  Shrinkage  of  development  time. 

"This  was  the  first  time  we  didn't  have  to  build  an  exact 
replica,  an  exact  mock-up  down  to  the  struts  and  the 
landing  gear,  in  order  to  prove  it  would  work,"  says  Allen. 
"Machining  those  models  used  to  cost  $100  million — and 
took  about  a  year." 

Formerly  a  team  of  engineers  would  go  out  to  a  full-size 
mock-up  and  try  running  hydraulic  lines  past  the  food 
carts  and  ductwork.  Now  the  software  checks  the  path  for 
hydraulic  lines,  identifies  potential  trouble  spots  within  the 
airframe's  layout  and  suggests  alternative  routes. 

From  conception  to  delivery  of  certified  planes  to  the 
first  customers,  the  777  took  five  years.  That  was  about 
the  same  time  as  earlier  projects.  What  was  different  was 
how  smoothly  the  manufacturing  process  got  up  and  run- 
ning— the  parts  snapped  together,  less  rework  and 
replacement  was  necessary  and  overall  there  were  fewer 
man-hours.  The  whole  process  was  streamlined  and  prof- 
itability improved. 

Charles  Schwab  Corp. 

E-trader 

Shortly  after  starting  his  discount  brokerage  in  1974, 
Charles  Schwab  bought  a  multimillion-dollar  IBM  3090 
mainframe.  It  was  a  high -ticket  item  for  a  fledgling  broker 
with  only  40,000  customer  accounts.  Since  those  early 
days  Schwab  has  spent  11%  to  14%  of  revenues  on  data 
processing  and  other  technology,  among  the  highest  of 
any  publicly  owned  brokerage  firm  and  a  rate  of  invest- 
ment greater  than  the  research  and  development  budgets 
of  many  a  high-technology  outfit. 

Schwab's  bet  paid  off:  Computer  technology  has 
allowed  it  to  redefine  first  the  brokerage  business  and 


now,  via  its  OneSource  program,  the  mutual  fund  distri- 
bution business. 

Schwab's  13 -year-old  on-line  trading  service  accounts 
for  almost  half  of  the  nation's  1.5  million  on-line  broker- 
age customers. 

The  next  step,  beyond  this  trading  system  that  connects 
the  customer's  PC  directly  to  Schwab's  computer,  is  allow- 
ing customers  to  trade  over  the  Internet.  Using  the  Inter- 
net, a  public  computer  network,  versus  a  proprietary  net- 
work, is  more  cost-efficient  for  Schwab.  Potentially  it  can 
pass  along  those  savings  to  its  clients.  Some  younger  com- 
panies— such  as  E*Trade — have  needled  Schwab  for 
being  late  to  trading  via  the  Internet.  Does  Schwab  fear 
cannibalizing  its  lucrative  e. Schwab  business?  No,  says 
Chuck  Schwab:  "We  use  technology  to  put  our  customers 
in  the  driver's  seat.  But  when  they  get  into  the  car,  they 
want  it  to  be  safe  as  they  travel  down  the  freeway.  This  is 
not  a  videogame.  This  is  your  money."  At  any  rate, 
Schwab  is  on  the  Internet.  Its  information  technology 
budget  this  year  is  $300  million. 

"We're  always  looking  for  new  ways  to  marry  technol- 
ogy with  the  human  touch,"  Schwab  says.  "That  means 
that  we  completely  reinvent  our  technology  operations 
every  three  to  four  years." 

David  Weisman,  director  of  money  and  technology 
strategies  at  Forrester  Research  in  Cambridge,  Mass., 
agrees:  "Schwab  has  always  been  willing  to  invest  in  new 
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technology  to  create  new  channels  of  distribution,  even  if 
those  channels  conflicted  with  what  it  was  already  doing." 

AMR  Corp. 

Decision  support 

amr's  early  investments  in  electronic  reservations 
helped  to  make  American  Airlines  the  world's  second- 
biggest  airline,  behind  United.  Now  its  use  of  informa- 
tion technology  could  make  it  the  most  efficient. 

After  conquering  the  reservation  business  with  its  Sabre 
system,  amr  turned  its  computers  to  a  more  complex  task: 
"decision  support."  This  is  the  art  of  using  mathematical 
algorithms  to  select  the  optimal  mix  of  schedules,  fares 
and  staffing. 

"Our  system  knows  where  every  airplane  is,  where 
every  staffer  and  passenger  is,"  says  Scott  Nason,  Ameri- 
can's chief  information  officer. 

The  system  he  is  talking  about  is  a  computer  network 
that  includes  half  a  dozen  very  powerful  mainframes  and 
hundreds  of  servers  and  personal  computers.  This  pulsat- 
ing electronic  mass  constantly  adjusts  schedules,  rerout- 
ing planes  to  deal  with  unforeseen  circumstances  that  can 
force  delays  and  cancelations.  Changes  are  broadcast 
instandy  throughout  the  system.  "These  systems  allow  us 
to  get  close  to  the  optimal  solution  even  when  an  optimal 
solution  isn't  possible,"  Nason  says.  "Ultimately  people 
make  the  decisions,  but  the  computer  systems  allow  us  to 
make  the  very  best  one  available." 

Payoff:  better  use  of  equipment  (amr's  depreciation 
charge  is  $1.2  billion  a  year),  fuel  ($1.9  billion)  and  man- 
power. Nason  says  the  company  is  saving  $50  million  a 
year  just  by  improvements  in  the  algorithms  used  to 
schedule  its  pilots.  Its  fare -setting  algorithms  drive  travel 
agents  and  passengers  crazy,  but  also  insure  the  company 
has  maximized  the  profitability  of  every  one  of  its  2,200 
daily  flights.  Says  Nason:  "[Minus]  any  of  these  systems, 
American  Airlines  couldn't  exist  in  its  current  form." 


Knight-Ridder 

Newsprint  consumer 


As  newspaper  chains 
go,  Knight-Ridder  Inc. 
is  a  well-run  outfit. 
We  cite  it  as  a  potential 
information  age  loser 
simply  because  it  per- 
sonifies what's  wrong 
with  the  entire  industry: 
Newspapers  depend 
heavily  on  classified 
advertising  revenue,  yet 
that  kind  of  advertising 


is  moving  on-line.  Not- 
withstanding the  risks,  Knight-Ridder  is  making  a  big  bet 
on  the  technology  of  yesteryear.  It  just  spent  $1.65  billion 
to  buy  four  newspapers  with  a  combined  daily  circulation 
of 630,000  from  Walt  Disney  Co.  The  comment  at  the  time 
from  R  Anthony  Ridder,  Knight- Ridder's  chief  executive: 
"We  love  newspapers.  We  think  they  have  a  great  future." 

Maybe,  but  Microsoft,  which  could  afford  to  buy  all 
the  newspapers  in  the  country,  is  instead  flanking  them 
with  its  expanding  information  services  on  the  Internet 
and  on  cable. 

Experts  may  disagree  about  the  speed  with  which  on- 
line publishing  will  replace  the  printed  kind.  You  can 
make  an  excellent  case  that  print  will  never  die.  But  it's 
hard  to  deny  that  newspapers  are  the  most  endangered 
species  of  publication.  Why  trudge  through  12  columns 
of  used-car  ads  when  a  computer  database  can  screen 
them  for  you?  Why  pay  to  send  an  ad  to  500,000  people 
when  only  about  a  dozen  of  them  are  at  all  interested?  To 
a  lesser  but  still  substantial  degree,  digital  media  threaten 
other  parts  of  the  daily  newspaper,  such  as  grocery 
coupons  (now  being  printed  inside  stores)  and  depart- 
ment store  ads  (read  about  cue  on  page  242). 

Knight-Ridder's  love  affair  with  newsprint  may  be  an 
overreaction  to  its  bitter  experiences  with  new  media.  The 
company  made  some  early,  courageous  bets  on  on-line, 
but  now  seems  to  wish  it  hadn't.  It  lost  $50  million  on 
an  early- 1980s  experiment  with  videotext.  It  is  trying  to 
find  a  buyer  for  Dialog,  an  information  retrieval  service 
used  mostly  by  corporate  and  academic  librarians  and  now 
being  supplanted  by  the  Internet.  It  poured  money  for 
three  years  into  an  Information  Design  Lab,  which  was 
working  on  electronic  content  to  be  displayed  on  flat- 
panel  news  "tablets,"  then  shuttered  the  venture  in  1995. 
Last  year  the  company  turned  a  modest  profit  selling  its 
decade-old  Knight-Ridder  Financial,  an  on-line  business 
news  and  information  service,  but  the  competition  there 
is  ferocious. 

Once  burned,  twice  shy.  The  company  should  be  com- 
mended for  giving  new  media  an  honest  try.  But  now, 
with  the  demise  of  newsprint  and  the  rise  of  Internet 
commerce  more  imminent,  Knight-Ridder  is  going  the 
other  way.  At  its  peril.  WM 
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Our  Business  Is  Helping  ¥)urs 

See  More  Clearly 
Than  The  Competition. 

Both  you  and  your  competition 
have  similar  goals  in  sight.  And 
who  gets  there  first  will  depend 
on  who  has  a  sharper  vision  of 
the  future. 

GE  Capital  Services  can  help 
you  provide  your  customers  with 
more  value- giving  you  the 
competitive  edge.  Like  helping  a 
major  auto  company  develop  a 
nationwide  leasing  program 
oithin  60  days,  which  involved  the  successful  training  of  54  dealers.  Or  helping  a  membership  warehouse 
lub  achieve  growth  through  sales  while  allowing  commercial  customers  to  buy  on  credit  for  the  first  time. 

At  GE  Capital  Services,  we're  26  diversified  businesses.  Each  one  is  dedicated  to  developing  and  delivering 
rroducts  and  services  that  help  you  see  opportunities  before  the  competition.  Give  us  a  call  at  1-800-243-2222. 
ind  see  what  the  competition  cant.  ^ 

W  GE  Capital  Services 

Our  Business  Is  Helping  Yours' 

AMERICOM   •  AUTO  FINANCIAL  SERVICES  •  AVIATION  SERVICES  •  COMMERCIAL  EQUIPMENT  FINANCING  •  COMMERCIAL  FINANCE 
COMMERCIAL  REAL  ESTATE  FINANCING  AND  SERVICES  •  CONSOLIDATED  FINANCIAL  INSURANCE  •  CONSUMER  FINANCIAL  SERVICES 
EMPLOYERS  REINSURANCE  CORPORATION  •  EQUITY  CAPITAL  GROUP  •  FINANCIAL  GUARANTY  INSURANCE  COMPANY  •  FLEET  SERVICES 
GE  CAPITAL  HAWAII  •  GENSTAR  •  GLOBAL  CONSUMER  FINANCE  •  GLOBAL  PROJECT  &  STRUCTURED  FINANCE  •  GNA  •  MODULAR  SPACE 
MORTGAGE  INSURANCE  •  MORTGAGE  SERVICES  •  PENSKE  TRUCK  LEASING  •  RAILCAR  SERVICES  •  RETAILER  FINANCIAL  SERVICES 
TECHNOLOGY  MANAGEMENT  SERVICES  •  TIP/TRANSPORT  INTERNATIONAL  POOL  •  VENDOR  FINANCIAL  SERVICES 


Emery  Worldwide 


♦ 


Con-Way  Transportat 


Your  Transportation 

Needs  Have  Evolved, 


o    Have  We. 


►  A  chemical  company  needs  to  shut  down  warehouses  without  shutting  out  customers.  Con-Way 
Transportation  engineers  a  new  distribution  system  to  keep  service  rolling.  A  manufacturer  needs  to 
deliver  one-ton  jet  engines  to  buyers  around  the  world.  Emery  Worldwide  mobilizes  its  global  multi- 
modal capabilities  to  meet  the  challenge.  A  computer  maker  needs  to  beat  the  competition  to  market. 
Menlo  Logistics  devises  a  system  for  packaging  products  en  route,  shortening  the  supply  chain. 
The  U.S.  Postal  Service  builds  a  $1.7  billion  network  to  move  its  Priority  Mail.  The  CNF  group  of 
companies  integrate  their  services  to  deliver.  That's  the  kind  of  thinking  you'll  get  when  you  work 
with  the  market  leaders  of  CNF.  We've  evolved  into  the  transportation  company  that  can  carry  you 
into  the  next  century  -  bringing  you  both  innovative  ideas  and  the  resources  to  put  them  in  motion. 

OIF 

WANSPORTATION 

Where  ideas  carry  weight 

vices  ♦  Menlo    Logistics  http://www.cnf.com 
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Redefining  the  term 

"  user-friendly" 

When  automobiles  first  came  into  general  use,  you  had  to  be  a  mechanic  to  run 
one.  The  day  is  fast  coming  when  computers  will  be  as  habit-forming  and  easy 
to  use  as  today's  motorcars. 


By  Philip  E.  Ross 

You  haven't  seen  anything  yet. 
Within  a  decade  computers  will 
have  flat  screens  that  display 
sharper  images  than  the  ones  on  this 
page,  notepads  that  read  even  a 
doctor's  handwriting  and  software 
that  responds  to  your  voice  and  talks 
back  to  you. 

Who  needs  it?  Who  needed  cars 
with  self-starters  or  radios?  It's  the 
logic  of  technology  to  make  things 
easier  to  use  and  thus  expand  their 
markets.  We  are  not  talking  about 
gee -whiz  features  as  the  latest  excuse 
to  get  you  to  trade  up  to  a  new 
machine.  We  are  talking  about  inter- 
faces between  you  and  the  computer 
that  will  make  its  use  second  nature 
to  everyone. 

With  dramatic  consequences.  Let 


me  elaborate.  Until  recently  a  good 
education  included  the  ability  to  do 
arithmetic,  spell  and  produce  cursive 
writing.  Those  skills  are  already  fading 
and  could  be  hobbies  rather  than 
necessities  in  a  decade  or  so.  Why 
bother  to  learn  long  division  if  a  $5 
calculator  will  do  it  for  you?  Spend 
the  time  and  energy  on  something 
else.  Why  bother  to  master  the 
spelling  absurdities  of  the  English  lan- 
guage when  spell-checkers  will  do  the 
grunt  work  for  you? 

Literacy  is  not  irrelevant,  but  skill 


Clockwise  from  above: 
paper-punched 
programs  and  computer 
control  console 
from  the  1950s; 
Microsoft's  Bob  and 
Apple's  Newton 
Con  pute<  s  are 
trying  to  make 
themselves  more 
accessible. 
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in  reading  is  becoming  less  important. 
Computers  can  already  read  out  loud 
very  competently,  and  you  can 
instruct  your  PC  to  talk  double-fast. 
It's  a  convenience  to  be  able  to  read 
quickly,  but  it  is  fast  ceasing  to  be  a 
necessity  (good  news  for  dyslexics). 
You  don't  even  have  to  be  good  at 
skimming  to  get  ahead;  software  is 
already  out  that  does  a  fairly  good  job 
of  summarizing  long  documents. 

Penmanship?  Forget  it.  Teach  your 
children  touch-typing  instead.  Hey, 


even  typing  is  destined  to  become  less 
important.  Computers  are  getting 
better  by  the  day  at  understanding 
and  even  translating  spoken  language 
(see  box,  p.  256).  The  day  could  come 
when  schoolteachers  consider  reading 
and  writing  less  important  skills  than 
an  ability  to  surf  the  Internet  or  pro- 
gram in  hypertext  markup  language. 

It's  already  time  to  rethink  whether 
foreign-language  study  ought  to  be 
required  in  a  high  school  curriculum. 
Why  invest  a  lot  of  time  in  a  skill  that 


IBM's  Edwin  Selker 
with  glow-in-the- 
dark  office 
Point  the  monitor 
at  the  shelves  to 
read  a  book,  at  a 
globe  to  access 
the  Web.  Click  to 
browse  your 
beloved  clutter; 
click  again  to 
neaten  up. 


computers  are  beginning  to  master? 
There  are  other  things  to  learn  that 
will  be  more  economically  useful  for 
most  people. 

This  doesn't  mean  that  people 
won't  still  want  to  read  for  pleasure 
or  speak  foreign  languages  if  they 
reside  or  travel  abroad.  But  it  means 
that  reading  skills  and  foreign  lan- 
guages will  become  optional  rather 
than  required  subjects  in  mass  educa- 
tion. Think  of  it  as  being  like  equi- 
tation. Riding  horses,  training  them 
and  caring  for  them  are  not  vanished 
skills,  but  are  now  done  for  pleasure. 
You  no  longer  have  to  learn  to  ride  if 
you  want  to  go  somewhere.  Or — 
going  farther  back— hunting.  Lots  of 
people  still  enjoy  it,  but  it's  not  some- 
thing you  need  to  know  how  to  do  if 
you  want  meat  on  the  table. 

And  cars.  Great-grandpa  had  to  be 
a  mechanic  to  keep  one  running. 
Today  we  expect  our  cars  to  be 
almost  maintenance-free.  That 
does  not  mean  people  can't  tinker  if 
they  want.  But  you  can  drive  without 
knowing  a  lot  more  than  where  to 
put  the  ignition  key  and  the  rules  of 
the  road. 

We've  come  a  long  way  since  the 
days  of  computers  with  bodies  as  big 
as  a  dinosaur  and  brains  as  small  as  a 
pea.  Most  of  that  pea  was  reserved  for 
sheer  problem-solving,  with  little  left 
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which  invented  an  early  version  of  the 
graphical  interface.  "I'd  guess  the 
early  GUI  took  up  33%,  and  today's 
would  have  .about  66%." 

Tomorrow's  will  have  even  more, 
as  computing  power  gets  even  cheap- 
er. Displays  will  be  different  because 
we  know  exactly  what  people  want 
them  to  be:  light  and  crisp.  We  also 
know  for  certain  that  we  will  get  both 
qualities — soon — because  the  display 
elements,  or  pixels,  are  made  of  semi- 
conductor material.  They  therefore 
move  along  the  same  curve  that 


Nils  Klarlund 
of  AT&T  Labs 
entering  text 
by  dictating  and 
cursor  commands 
by  moving 
a  foot  pedal 
Look,  no  hands! 


over  for  understanding  the  questions 
or  delivering  the  answers  in  human- 
friendly  terms.  But  though  we've 
come  a  long  way  since  those  early 
days,  it's  not  half  as  far  as  we  are 
going  to  go.  The  cheap  power  found 
on  the  microprocessor  today  gives 
computer  designers  the  slack  they 
need  to  accommodate  human  tastes. 
Over  the  next  ten  years  this  trend  will 
intensify,  and  the  computer  will  begin 
to  shed  the  image  of  a  tool  and  take 
on  that  of  a  fellow  worker. 

"In  the  era  before  the  graphical 
user  interface  [GUI],  less  than  5%  of 
total  computing  power  was  devoted 
to  managing  the  [human]  interface," 
says  Ramana  Rao,  chief  technology 
officer  of  InXight  Software,  a  spinoff 
of  Xerox's  Palo  Alto  Research  Center, 


Gordon  Moore  outlined  for 
microchips  decades  ago:  cheaper  and 
cheaper  still. 

"You  want  both  high  resolution 
and  a  huge  gray  scale,"  says  Malcolm 
Thompson,  chief  executive  of  Dpix, 
another  spinoff  of  Xerox.  "We  have  a 
flat-panel  display  with  7  million 
pixels,  which  compares  with  the 
200,000  to  500,000  on  your  screen 
today,"  Thompson  says.  "It's  about 
13%  inches  diagonal  and  gives  image 
quality  that's  even  better  than  you  get 
on  paper — even  magazine  stock.  It 
looks  photographic,  but,  of  course,  it 
can  also  carry  video." 

As  this  ultracrisp  screen  moves 
from  the  laboratory  to  the  workplace, 
it  will  at  first  be  limited  to  the  desk- 
top because  it  requires  a  backlight 


that  consumes  more  power  than 
laptop  batteries  can  provide.  Most  of 
the  buyers  will  be  software  design 
houses  and  others  prepared  to  spend 
tens  of  thousands  of  dollars  for  each 
device.  But  the  rule  of  thumb  in  Sili- 
con Valley  is  that  whatever  exists 
today  in  prototype  will  be  on  the 
mass  market  within  ten  years  at  the 
most.  Thompson  hopes  to  get  the 
price  down  to  $1,500  in  three  years 
and  to  lose  the  backlight  not  long 
after.  If  so,  expect  to  be  able  to  curl 
up  with  a  really  good  electronic 
movie  by  2007. 

Watching  these  movies  won't 
require  a  great  deal  of  literacy.  And 
for  generations  brought  up  on  films 
and  television  they  will  seem  a  lot 
more  compelling  than  most  novels 
could  ever  be.  Of  course,  all  this  will 
make  us  computer-dependent.  That's 
how  a  consumer  society  works.  You 
use  persuasion  and  ease  of  access  to 
get  people  hooked  today  on  what 
were  luxuries  only  yesterday. 

"If  you  ask,  'What  should  comput- 
ers do?'  you  could  do  a  hell  of  a 
lot  worse  than  say,  'Win  friends 
and  influence  people,'"  says 
Clifford  Nass,  a  computer  sci- 
entist at  Stanford  University. 
Nass  says  that  even  when 
designers  do  not  intentionally 
make  their  machines  seem 
human,  users  anthropomor- 
phize them  anyway — while 
vehemently  denying  that  they 
are  doing  so. 
For  instance,  many  people  conve- 
niently forget  to  use  their  spell-check- 
ers because  they  don't  like  being  cor- 
rected. But  throw  in  a  little  positive 
reinforcement — say,  by  having  the 
checker  say  "Excellent!  No  mis- 
spellings!"— and  people  get  a  warm 
and  fuzzy  feeling  about  their  checker 
and  rely  on  it  more.  Even  engineers, 
it  turns  out,  prefer  oscilloscopes  that 
display  polite  error  messages — say, 
"There  is  a  problem" — to  the  tradi- 
tional accusatory  version:  "You  have 
made  error  number  207." 

The  next  step,  now  under  experi- 
mentation, is  to  vary  the  computer's 
communication  according  to  the 
rules  of  human  discourse.  For 
instance,  people  with  dominant  per- 
sonalities dislike  computers  that  take 
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WE'D  LIKE  TO 

RUN  YOUR 

OFFICE. 

SO  YOU  CAN 

RUN  YOUR 

BUSINESS. 

Sometimes,  the  best  way  to 
run  your  office  is  to  not  to. 

That's  where  we  come  in. 
We're  Kelly  Management 
Services,™  the  smart  choice 
in  Administrative/Office 
outsourcing  today. 

We'll  provide  you  with 
the  people  to  do  the 
work,  and  we'll  assume 
complete  responsibility 
for  any  number  of  areas 
of  your  office  including 
your  Administrative 
Services,  Copy  Center, 
Mailing/Shipping,  Accounts 
Payable,  and  more. 

You'll  get  a  superior 
level  of  service,  reduced 
operating  costs,  and 
more  time  to  concentrate 
on  your  core  business. 

To  determine  if  your 
company  could  benefit  from 
outsourcing  with  Kelly 
Management  Services, 
call  810^244-5165  or 
e-mail  us  at  khopkins@ 
sprynet.com. 

It  could  be  one  of  the 
best  management  decisions 
you've  ever  made.  To  not 
manage,  that  is. 

Kelly 

Management 
Services 


A  unit  of  Kelly  Services" 

An  equal  opportunity  employer. 
©  1996  Kelly  Services,  Inc.  All  rights  reserved. 

http://vvww.kellyservices.com 


INTERT 


Hal  is  almost  hers 

The  talking  comh 
that  staple  of  science  fic- 
tion, is  already  upon  us. 
You  can  try  this  out  if  you 
subscribe  to  Amei 
Online,  by  c      <&  up  its 
"speak  '        ;  unction.  But 
synthesized  speech — which 
sou ;     strangely  like  En- 
gl ish  with  a  Swedish 
accent — tends  to  grate  on 
the  ear.  Don't  you  ever  feel 
like  throttling  the  stilted, 
phonily  cheerful  voice  that 
thanks  you  for  using  what-  | 
ever  it  is  you  just  used? 

"One  sentence  of  crappy  I 
synthesized  speech  is 
enough  to  put  off  the 
user,"  says  Juergen 
Schroeter,  a  speech 
researcher  at  AT&T  Labs. 
"Improve  the  sound, 
though,  and  people  say 
that  even  the  accompany- 
ing video  simulation  seems 
better." 

In  five  years,  Schroeter 
predicts,  you'll  no  longer 
be  able  to  distinguish  syn- 
thesized speech  from 
recordings  of  actors' 
voices.  You'll  even  be  able 


Memorial  Sloan-Kettering 
radiologist  Lawrence  Schwartz 
dictating  a  report  using 
IBM's  $4,395  dictation 
software  MedSpeak  (right); 
Joern  Ostermann  of  AT&T 
with  voice  simulator 
and  avatars  (below) 
The  interface  has 
a  face— and  also 
ears  and 
a  mouth. 


to  have  your  computer 
sjleak  in  your  own  voice. 
No  more  having  dinner 
interrupted  by  some  idiot 
trying  to  sell  you  alu- 
minum siding.  He'll  be 
told  to  buzz  off  in  as  pro- 
fane a  manner  as  you 
choose. 


AT&T  is  working  on  a 
speech  program  that  man- 
ages airline  reservations; 
it's  experimenting  with 
software  that  translates 
from  English  to  Mandarin 
and  back  again.  So  far  it 
preserves  meaning  only 
75%  of  the  time,  a  hit  rate 
that  will  rise. 

Tightly  limiting  the 
verbal  field  greatly 
improves  the  computer's  , 
understanding  of  speech. 
To  make  the  $4,395  pack- 
age MedSpeak,  the  first 
commercial  dictation  soft- 
ware that  allows  users  to 
speak  naturally,  IBM  con- 
centrated on  the  most 
obvious  market  it  could 
think  of:  radiologists,  who 
can't  type  on  the  job 
because  they  must  keep 
their  eyes  on  the  X  rays.  • 


n 

*  1 

1 

\ 

Lawrence  H.  Schwartz, 
a  radiologist  at  New  York's 
Memorial  Sloan-Kettering 
Cancer  Center,  dictates  a 
report  that  includes  such 
jawbreakers  as  "mediastinal 
contour"  and  "pneumo- 
thorax." Of  his  120  words, 
the  computer's  only  error 
is  to  write  "of  which" 
rather  than  "for  which,"  an 
error  Schwartz  corrects  on 
his  word  processor. 

Unfortunately  it  works 
only  for  radiology.  When  a 
visitor  recites  "Mary  had  a 
little  lamb,  her  fleece  was 
white,"  the  program  ren- 
ders it  as:  "Very  heavily 
laminectomies  with 
widest." 

Refinements  to  the  soft- 
ware are  in  progress. 

-P.E.R.  m 
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Maybe  it's  because  we  run  our  own  highly 
successful  wireless  and  wireline  operations. 
Or  because  we  offer  some  of  the  world's 
most  advanced  billing  and  customer  care 
systems.  But  from  Missouri  to  Manila, 
telecommunications  companies  all  over  the 
world  choose  ALLTEL  to  deliver  the  service 
their  subscribers  demand. 

wSIUIEl 

ALWAYS  MORE  THAN  YOU  THOUGHT 

1-888-2-ALLTEL  www.alltel.com 


NTERFA 


Up  from  GUI 

The  graphical  USER  inter- 
face made  computers  acces- 
sible to  the  nontechies 
among  us.  It  freed  users 
from  the  need  to  type  in 
arcane  commands — spelled 
exacdy  right — to  get  the 
computer  to  do  something. 

InXight,  a  software  firm 
in  Palo  Alto,  Calif,  is 
taking  the  graphical  inter- 
face to  the  next  level.  Goal: 
Make  computer  files  easier 
to  find  by  adding  some 
perspective  to  the  desktop 
shown  on  your  computer 
screen.  InXight  has  devised 

InXight's  Perspective  Wall 
Scroll  left  to  review  the 
past,  right  to  plan  the  future. 


a  transparent  three- 
dimensional  interface  it 
calls  the  Hyperbolic  Tree. 
When  the  tree  revolves, 
related  files  and  documents 
come  into  die  foreground 
without  completely  obscur- 
ing the  others,  which  can 
be  seen,  in  miniature,  on 
die  other  side  of  the  tree. 
It's  like  looking  at  a  glass 
globe  of  the  world,  on 
which  you  can  scrutinize 
North  America  while  still 
keeping  an  eye  on  China. 

Another  InXight  innova- 
tion, called  the  Perspective 
Wall,  also  makes  use  of 
three  dimensions  to  help 
you  keep  track  of  what's  on 
your  PC.  A  giant  wall 
appears  to  curve  out  at  you 
from  the  upper-left-hand 


corner  of  your  screen.  It 
flattens  out  in  the  middle 
to  give  you  an  easily  read- 
able section,  then  bends  off 
to  the  right  again,  produc- 
ing a  view  of  past,  present 
and  future  work.  Cards 
pinned  to  the  wall  repre- 
sent accomplished  or 
planned  entries,  together 
with  the  names  of  their  cre- 
ators. If  you  click  on  a 
future  card,  the  wall  rolls 
toward  you. 

Besides  presenting  cer- 
tain data  in  more  digestible 
form,  three  dimensions  can 
also  simulate  reality  better 
than  two. 

"There  are  plenty  of 
businesses  that  would  want 
to  advertise  their  products 
in  three  dimensions,"  says 
Sasha  Migdal,  founder  of 
Real  Time  Geometry,  now 
owned  by  MetaCreations 
in  Carpentaria,  Calif. 
"Take  food.  I  never  could 
order  food  in  a  restaurant 
unless  I  saw  what  it  looked 
like.  Of  course,  there  is  no 
smell  synthesizer  so  far, 
but  you  could  rotate  food 
on  a  screen,  getting  a  per- 
fect illusion  of  depth," 
Migdal  says. 


Edwin  Selker,  head  of 
user  interface  research  at 
IBM's  Almaden  Research 
Center,  is  working  on  a 
iiew  concept  in  visualizing 
computer  files,  in  which 
the  user  is  made  to  feel  that 
he  is  inside  a  room.  "It 
looks  like  an  old-fashioned 
office:  books,  a  window,  a 
card  file,  a  pile  of  video- 
tapes, a  framed  picture. 
On  the  desk  are  devices 
that  look  like  clipboards; 
point  one  at  the  bookshelf 
projected  on  the  wall  and 
you  can  read  whichever 
book  you  like.  Click  on  a 
picture  of  the  globe  pro- 
jected on  the  wall  and 
you're  on  the  Web."  Cost 
of  the  prototype  system, 
including  486  Intel  micro- 
processors: $6,500. 

Selker  envisions  a  world 
in  which  many  computer 
users  organize  their  lives 
this  way  and  proceed  to 
communicate  with  one 
another  through  these 
displays.  You  could  per- 
haps even  work  from 
home — without  consider- 
ing yourself  at  a  far 
remove  from  your  co- 
workers.        -P.E.R.  ■■ 


a  tentative  tone  of  voice,  whereas  sub- 
missive personalities  dislike  a  domi- 
nant voice.  That's  why  Microsoft 
Office  97  offers  a  choice  of  comput- 
er "personalities"  to  guide  the  user 
through  the  software's  mazes. 

In  die  future  computers  will  active- 
ly adapt  to  the  personality  and  mood 
of  the  user.  It  will  be  a  welcome 
change:  There's  nothing  more  infuri- 
ating than  being  greeted  by  a  breezy, 
smiling  computer  first  thing  in  the 
morning.  "Have  a  nice  day!"  it 
chirps.  Sometimes  that  makes  you 
want  to  smash  the  damned  thing.  It 
will  be  a  long  time  before  a  comput- 
er recognizes  that  you  are  hung  over 
and  offers  sympathy,  but  Daniel  T. 
Ling,  director  of  Microsoft  Research 
says:  "A  nearer-term  thing  is,  does  it 


even  know  you're  sitting  in  front  of 
the  screen  looking  at  it?"  he  says.  "If 
it  knew  you  were  there,  reading  the 
screen,  it  wouldn't  pop  up  a  screen 
saver." 

Doesn't  all  that  require  human 
intelligence?  No — and  this  is  a  fairly 
recent  insight.  Artificial  intelligence 
researchers  once  aimed  to  make  com- 
puters think  as  we  do;  today's  pro- 
grammers merely  try  to  mimic  human 
behavior  by  any  nonhuman  means 
that  works. 

It  was  this  shift  in  emphasis  that 
enabled  IBM  programmers  to  create  a 
computer  that  could  beat  chess  cham- 
pion Garry  Kasparov  by  searching,  in 
a  nonhuman  way,  through  stupen- 
dously large  numbers  of  possible 
game  outcomes.  Kasparov  attributed 


thought  to  it  nonedieless.  It  did  seem 
human — but  it  wasn't.  Chalk  up  yet 
another  example  of  treating  machines 
as  people. 

To  get  a  glimpse  of  tomorrow's 
controls,  look  at  someone  who  can't 
use  today's.  Nils  Klarlund,  a  software 
researcher  at  AT&T  Labs,  suffers  from 
such  bad  tendinitis  in  his  arms  that  he 
thought  he  might  have  to  give  up 
computer  science.  So  he  designed  a 
system  that  integrates  an  off-the-shelf 
dictation  program,  to  enter  text  and 
make  simple  commands,  with  a  series 
of  pedals  to  move  his  cursor  around 
the  screen.  Klarlund  plays  his  com- 
puter like  an  organ,  while  sitting  back 
in  his  chair  more  comfortably  than 
mousemanship  will  allow. 

Even  if  you  don't  have  orthopedic 
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Helping  9  million  Americans 

do  better  financially  can  be  very  rewarding. 

We're  American  General. 


No  one  becomes  a  teacher 
to  get  rich.  Or  a  fireman 
or  a  nurse.  The  job  has 
rewards  all  its  own.  At 
American  General  we  believe  those  rewards  should 
also  include  financial  security.  We're  helping  millions 
of  people  with  retirement  services,  life  insurance,  and 
consumer  loans.  And  today,  we've  grown  to  become  a 
corporation  with  $67  billion  in  assets  and  $5.2  billion 
in  shareholders'  equity.  By  doing  what  we  do  best, 
we're  helping  people  do  what  they  do  best. 


Helping  9  million  Americans  do  better  financially. 

Retirement  Services  •  Life  Insurance  •  Consumer  Finance 

American  General  Life  •  Franklin  Life 
American  General  Life  and  Accident 
American  General  Finance  »VALIC 


For  information  call:  1  (800)  AGC  -  1111 


B  i NTERFACE 


Ling.  "You'd  'feel'  things  your  cursor 
was  touching." 

It  will  take  time  to  refine  all  these 
gadgets,  just  as  it  took  Hollywood 
time  to  learn  how  to  use  the  camera 
creatively,  varying  pan  shots  and 
closeups  and  fadeouts.  The  first 
moving  pictures  overdid  the  motion, 
with  Keystone  Kops-like  frenzy;  the 
first  talkies  had  incessant  chattering; 
the  first  Technicolor  movies  had  dis- 
gusting hues.  Nowadays  some  direc- 
tors are  overdoing  the  computer- 
aided    special    effects.    All  these 


IBM's  Thomas 
Zimmerman  with 
belt-mounted  com- 
puter that  lets  him 
exchange  business 
cards  via  handshake 
You  could  even 
wear  a  computer 
in  your  shoe. 
Maxwell  Smart 
was  on  to 
something. 


problems  you  might 
want  a  foot  mouse, 
say,  for  heavy-duty 
editing  of  a  document. 
"I  think  diere  will  be  a 
strong  commercial 
demand  for  it  among 
cad/cam  operators," 
he  says,  referring  to 
engineers  who  use 
software  to  design 
parts  on  a  computer  screen. 

Expect  smarter  mice,  too.  Take  the 
force -feedback  joystick,  whose  vibra- 
tions tell  kids  that  the  simulated  car  in 
their  videogame  is  mired  in  the  mud. 
"People  are  already  experimenting 
with  putting  a  little  force  feedback 
into  the  mouse,"  says  Microsoft's 
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ideas — like  those  of 
the  interface — reach 
maturity  only  when 
you  no  longer  notice 
them. 

Tired  of  lugging 
that  laptop  with  you 
wherever  you  go?  That 
interface  will  improve, 
too.  IBM  scientists  have 
developed  a  system  for 
wearing  computers.  You  might  carry 
the  computer,  about  the  size  of  a 
thick  credit  card,  in  your  wallet,  or 
even  in  your  shoe,  as  Maxwell  Smart 
did  for  his  secret-agent  telephone. 
"Hey,  there  are  good  reasons  to  put 
computers  in  shoes,"  says  the  system's 
coinventor,  Thomas  Zimmerman,  of 


IBM's  Almaden  Research  Center  in 
San  Jose,  Calif.  "There's  a  large  area, 
room  for  lots  of  memory,  and  you 
can  display  the  data  on  a  wristwatch, 
without  need  of  wires." 

Zimmerman  envisions  that  the 
shoe  computer  would  broadcast  at 
300  kilohertz,  an  AM  radio  frequency, 
using  a  mini -antenna  charged  with  an 
electric  field  one-thousandth  the 
strength  of  the  one  you  get  when  you 
comb  your  hair.  The  signal  suffuses 
your  body;  to  convey  it  farther,  you 
simply  touch  another  person  or 
object. 

Why  do  it?  Because  it  beats  sitting 
down  and  programming  every 
machine  we  come  in  contact  with. 
"We're  interacting  with  electronic 
machines  more  and  more,"  Zimmer- 
man notes,  "and  it's  only  polite  for  us 
to  introduce  ourselves  to  these 
machines.  I  mean,  software  agents 
will  increasingly  customize  themselves 
to  you,  and  for  that  to  happen,  the 
computer  needs  to  know  it's  you.  It 
does  when  you  touch  it — you  are  the 
wire,  the  extension  cord." 

Rather  than  fumble  with 
a  calling  card  at  an  airport 
pay  phone,  a  traveler  with 
one  of  these  computers 
would  simply  pick  up  the 
phone  and  dial.  Encrypted 
identification  numbers 
would  be  built-in. 

Nothing  surprising  in  all 
this.  It  wasn't  until  the  early 
1920s  that  you  could  start  a 
car  without  getting  out  and 
cranking  the  thing.  Most  Forbes  read- 
ers learned  to  drive  with  an  automatic 
shift,  but  a  fair  number  can  recall  the 
days  when  they  had  to  shift  gears  by 
the  sound  of  the  engine.  Henry  Ford 
tried  to  stop  progress  by  refusing  to 
move  beyond  the  Model  T,  but  the 
competition  rolled  over  him. 

Tomorrow's  computers  are  going 
to  be  friendlier  and  more  irresistible 
than  today's.  Count  on  it.  The  end 
result  of  smart  computer  interfaces  is 
not  necessarily  that  users  can  be 
dumb.  Rather,  it  means  that  users  will 
have  to  be  smart  in  different  ways. 
The  brainpower  freed  up  by  not 
having  to  memorize  spellings,  do 
arithmetic  or  type  can  be  applied  to 
more  creative  tasks.  M 
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;  true.  A  Range  Rover  will  help  you  get  into  more  exclusive  places 


Gaining  admittance  isn't  merely  about  having  the  right  connections.     It's  about  having  the  perma- 
|£   nent  four-wheel  drive,  electronic  traction  control,  and  box-section  steel  chassis  of  a  Range  Rover. 

In  fact,  everything  from  its  16-inch  alloy  wheels  to  its  weather-band  radio  system  is  specially 
designed  for  a  vehicle  that  can  travel  virtually  anywhere.    And  with  dual  climate  controls,  wood  trim, 
and  handcrafted  leather  seats,  you'll  never  actually  have  to  stop  to  appreciate  the  finer  tilings  in  life. 


why  not  call  1-80OFINE  4WD  for  the  Land  Rover  retailer  nearest  you?     Or  visit  our 
b  site  at  http://www.LandRover.com.    When  you  think  of  all  the  restricted  environments 
nge  Rover  owners  are  privileged  to  enter,  you  might  reasonably  consider  the  855,500* 
ce  tag  a  perfectly  justifiable  expense.     It  is,  after  all,  a  small  price  for  admission. 

Always  use  your  seatbelts.  SRS/airbags  alone  do  not  provide  sufficient  protection 


RANGE  ROVER 

mm 


Format  wars 

In  computers,  it  isn't  enough  to  be  first 
or  to  be  best.  Set  the  standard  for  others  to  follow, 
or  you  wind  up  in  the  dustbin  of  history. 


By  Julie  Pitta 


BEFORE  HEADING  TO  GETTYSBURG  in  the  fall  of 
1863  to  deliver  an  address,  Abraham  Lincoln 
signed  into  law  a  bill  standardizing  railroad 
gauges.  From  an  engineering  standpoint  it  was  a  bad 
choice:  4  feet  814  inches  between  the  rails,  rather  than 
the  5-foot  measure  that  permitted  bigger  loads.  But 
politically  the  choice  made  sense:  Most  of  the  5-foot 
track  that  was  going  to  have  to  be  torn  up  was  in 
the  South. 

Such  are  the  vagaries  of  engineering  standards.  Get 
on  the  right  side  of  one  and  your  capital  multiplies. 
That  is  why  Microsoft  and  Intel  are  between  them 
worth  $260  billion.  Get  on  the  wrong  side  and  you 
have  scrap  metal. 

What's  Apple  Computer  worth  in  a  Wintel  world? 
Not  much.  And  a  company  making  software  or  hard- 
ware for  the  cp/m  operating  system,  the  DOS  predeces- 
sor? Nothing  at  all. 

What's  true  for  manufacturers  is  equally  true  for  their 
customers.  If  they  bet  on  the  wrong  standard,  their 
investment  goes  down  the  drain. 

Standards  battles  have  taken  on  epic  proportions  in 
our  digital  economy.  Technical  compatibility  specifica- 
tions for  products  like  the  digital  video  disk,  cellular 
telephones  and  digital  television  will  become  the  foun- 
dations for  multibillion-dollar  global  markets.  The  com- 
panies that  control  them  stand  to  win  big.  The  losers 
are  going  to  wind  up  in  the  technology  junkyard — 
alongside  Kaypro  computers,  CBS'  original  color  tele- 
visions, player  pianos,  Philips  CD-i  game  players  and 
Betamax  videotapes. 

Does  anyone  remember  Digital  Research,  the  devel- 
oper of  cp/m?  This  operating  system  was  said  to  be  as 
good  as  the  DOS  that  Microsoft  was  selling.  But 
Microsoft  upstaged  its  rival  at  a  crucial  early  juncture  by 
doing  a  licensing  deal  with  IBM,  and  that's  all  that  mat- 
tered. "The  high-technology  industry  is  like  a  land  race 
with  only  one  prize,  but  that  prize  is  a  million  acres," 
says  economist  W.  Brian  Arthur  of  the  Santa  Fe  Insti- 
tute. "Unfortunately,  you  risk  locking  into  a  perfect 
dodo  of  a  technology  like  DOS.  With  DOS  there  was 
nearly  a  decade  of  adherence  because  it  had  the  good 
luck  to  get  ahead." 

Many  examples  prove  Arthur's  point.  In  1940  the 
National  Television  Systems  Committee  met  to  debate 
the  merits  of  various  black-and-white  television  systems. 
Unbeknownst  to  committee  members,  a  young  CBS 
engineer  had  already  invented  a  color  system.  If  CBS  had 
enjoyed  the  clout  of  its  much  larger  competitor  RCA,  the 
first  televisions  would  very  likely  have  broadcast  in  color, 
bypassing  black-and-white  technology  altogether.  But 
David  Sarnoff,  the  powerful  chairman  of  RCA,  waged  a 
war  against  CBS,  using  every  weapon  in  his  arsenal. 

First,  Sarnoff  lobbied  the  Federal  Communications 
Commission  to  delay  approval  of  a  color  system,  even 
rewarding  a  compliant  FCC  commissioner  with  a  plum 
job  at  RCA's  subsidiary,  NBC.  Then  he  flooded  the 
market  with  black-and-white  sets  while  the  commission, 
which  had  opted  to  delay  a  final  decision,  continued  to 


263 


NTE.RFAGE 


deliberate  on  color.  Meanwhile, 
Sarnoff  hired  the  best  engineers 
he  could  find  to  build  a  color 
television  that  didn't  use  any 
CBS  patents.  By  the  time  the  FCC 
was  ready  to  choose  a  color 
system,  some  ten  years  later, 
RCA  had  die  superior  technolo- 
gy. Its  key  selling  point?  rca's 
color  sets  were  compatible  with 
the  black-and-white  system, 
while  CBS'  required  a  converter 
box  to  view  old  black-and-white 
programs. 

The  battle  over  the  color- 
television  standard  illustrates  an 
equally  important  point.  Rarely 
can  a  technology  that  obsoletes 
all  that  came  before  it  be  a 
winner.  "The  best  standards  are 
sedimentary,"  says  Paul  Saffo,  a 
director  at  the  Institute  For  The 
Future,  a  Menlo  Park,  Calif, 
think  tank.  "They  are  built 
upon  previous  standards." 

Microsoft  knows  this.  Having  IH 
won  an  early  victory  in  IBM- 
compatible  PCs,  it  has  cleverly  held  on 
to  its  PC  operating  system  position  by 
providing  smooth  transitions  as  it 
upgraded  customers  to  Windows  3.0 
and  then  to  Windows  95.  In  the  late 
1980s  IBM  decided  to  build  a  new  line 
of  PCs,  and  it  again  turned  to 
Microsoft  for  an  operating  system. 
IBM  had  wanted  a  new  piece  of  soft- 
ware that  would  have  rendered  DOS 
obsolete.  Microsoft  argued  for  an 
improvement  to  DOS,  a  graphical  user  inter- 
face called  Windows,  and  the  two  partners 
parted  ways.  Microsoft's  Windows  became 
an  almost  instant  hit,  prized  for  its  compati- 
bility with  the  existing  PCs  that  IBM's  corpo- 
rate customers  already  owned.  When  IBM  was 
finally  ready  with  OS/2,  it  conceded 
Microsoft's  point  on  compatibility.  But 
OS/2  had  lost  crucial  momentum  and  could 
never  catch  up. 

Microsoft's  lock  on  PC  operating  systems 
has  yet  to  give  it  a  comparable  grip  on  the 
Internet.  Upstart  Netscape  Communications 
Corp.  took  an  early  lead  in  Internet  software 
by  giving  away  the  Navigator  browser  that 
allows  computer  users  to  view  Internet  doc- 
uments. Microsoft  responded  by  giving  away 
its  Explorer  browser.  The  real  money,  in  any 
event,  is  in  the  costly  software  used  to  create 
Internet  documents.  The  browsers  just  yield 
a  tactical  advantage. 


Florentine  clock,  c.  1443 
The  reverse  movement 
of  this  wall  clock  in  the  Duomo 
made  it  a  dead  end  in  the  evolution 
of  timekeeping  standards. 


Orphan  format 
Store  your  library  of 
player  piano  roils  in  the 
attic  near  your  LPs  and 
5%-inch  floppies. 


Microsoft  has  shifted  the 
battle  to  one  over  standards  for 
"push"  technology,  software 
that  allows  PC  users  to  request 
and  then  automatically  receive 
Internet  documents  at  regular 
intervals.  The  rival  push 
schemes  will  mean  that  some 
Internet  documents  created 
using  Microsoft's  technology 
cannot  be  pushed  through  a 
Netscape  browser.  Conversely,  a 
Microsoft  Explorer  devotee 
would  not  be  able  to  automati- 
cally receive,  say,  stock  quotes 
from  Charles  Schwab's  site, 
which  was  created  with 
Netscape's  software. 

Industry  committees  have 
stood  by  helplessly.  "Everyone 
wants  to  scapegoat  us,"  explains 
Sergio  Mazza,  chief  executive 
officer  of  the  American  Nation- 
al Standards  Institute.  "But 
we're  only  the  referee,  and  we 
can't  referee  unless  they  want 
us  to." 

In  the  early  days  of  the  Internet, 
industry  standards  committees,  par- 
ticularly the  influential  World  Wide 
Web  Consortium  and  the  Internet 
Engineers  Technology  Forum,  decid- 
ed on  standards  such  as  communica- 
tions protocols  that  would  allow  dis- 
similar computers  to  trade  notes.  But 
that  was  when  the  Internet  was  the 
playground  of  computer  scientists 
who  would  post  the  specifications  of 
some  new  breakthrough  to  like-minded  col- 
leagues on  the  Net. 

Companies  pay  attention  to  industry  com- 
mittees when  they  suit  their  purposes  and 
ignore  them  when  they  do  not.  Recently  Sun 
Microsystems  Inc.  angered  many  Internet 
old-timers  when  it  bypassed  some  influential 
U.S.  industry  committees  and  offered  its  Java 
Internet  programming  language  to  the  Inter- 
national Organization  for  Standardization  for 
approval.  Sun  hopes  ISO's  blessing  will  con- 
vince Internet  document  designers  to  use 
Java  rather  than  Microsoft's  Active  X.  But 
the  move  could  backfire  on  Sun. 

Another  pitched  battle  is  over  digital  wire- 
less phone  systems.  In  1988  the  European 
Union  chose  the  general  standard  for  mobile 
communications,  or  GSM,  ensuring  that  even 
though  the  15-nation  Eu's  electrical  plugs 
and  television  sets  aren't  compatible,  at  least 
its  cellular  phone  system  would  be.  The  FCC 
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preferred  to  take  a  laissez-faire 
approach:  When  it  auctioned  off 
pieces  of  the  radio  spectrum  for  digi- 
tal wireless  communications,  it 
allowed  the  winners  to  select  the  tech- 
nology they  would  use. 

Result:  The  U.S.  is  now  the  scene 
of  three  incompatible  digital  cellular 
phone  technologies:  time-division 
multiple  access  (tdma),  code-division 
multiple  access  (cdma)  and  a  version 
of  GSM  called  pcs1900  (personal  com- 
munications systems).  At  stake:  a  $29 
billion  annual  market  for  equipment. 
AT&T  and  Ericsson  are  firmly  in  the 
TDMA  camp.  Most  of  the  other  U.S. 
cellular  service  providers  and  equip- 
ment makers  are  lined  up  behind 
CDMA.  Bet  on  the  wrong  format  and 
you  wind  up  with  a  phone  that  often 
can't  be  used  outside  your  home 
territory.  But  we  can't  call  a 
winner  here.  The  market  will  take 
a  few  years  to  shake  out. 

If  the  stakes  are  big  enough, 
the  players  just  roll  right  over 
industry  committees.  Adobe  Systems 
did  that  with  its  PostScript  format  for 
controlling  how  a  document  looks  on 
a  printed  page.  PostScript  got  an 
early  lead  in  desktop  publishing. 
Xerox  came  up  with  a  rival  software 
standard  and  offered  it  in  1984  to  an 
industry  standards  committee  for 
approval.  After  two  years  of  delibera- 
tions the  committee  came  up  with  a 
compromise:  an  unwieldy  combina- 
tion of  Xerox's  and  Adobe's  technolo- 
gies. But  the  committee's  decision 
meant  nothing  since  the  commercial 
market  had  overwhelmingly  adopted 
PostScript  by  then. 

Eventually  Adobe  persuaded  the 
industry  group  to  drop  the  compro- 
mise by  agreeing  to  make  minor  alter- 
ations to  it  in  an  upcoming  release  of 
PostScript. 

Today  an  Adobe  staffer  represents 
the  company  on  more  than  30  stan- 
dards committees.  "Standards  matter 
ih  the  government  sector,  and  that's 
a  big  business  for  us,"  says  John 
Warnock,  Adobe's  chairman.  "Ilfflllll 
"Beyond  that,  I  don't  know  what 
their  importance  really  is." 

In  a  struggle  reminiscent  of  the  color-television  stan- 
dard war  the  FCC  in  1987  set  up  an  advisory  committee 
to  determine  the  high-definition  television  standard.  For 
five  years  five  corporate  contestants — Zenith,  AT&T, 
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Sony's  Betamax  and  Kaypro's  PC 
The  original  Kaypro  was  an  IBM- 
incompatible  CP/M  machine.  The 
format  choice  doomed  the  company. 


Thomson,  General  Instruments  and 
Philips  Electronics — worked  on  com- 
peting systems.  With  the  encourage- 
ment of  the  Clinton  Administration 
the  five  eventually  joined  forces,  each 
hoping  to  avoid  what  could  have  been 
a  devastating  loss.  Last  December 
their  combined  effort  was  selected  by 
the  commission  as  the  digital  televi- 
sion standard  for  the  U.S.  market. 

But  by  the  time  the  contest  had 
ended,  fully  nine  years  after  the  first 
technical  proposals,  the  market 
had  shifted  ground.  The  FCC  as 
well  as  the  broadcasters  failed 
to  account  for  the  rising  popu- 
larity of  the  Internet.  Certain 
picture  formats  of  the  new  TV 
standard  do  not  allow  for  the 
optimal  presentation  of  content 
from  the  Internet. 
Now  the  computer  makers  have 
proposed  an  alternative  scheme  for 
displaying  images  that  will  allow  for 
both.  The  computer  industry's  argu- 
ment is  a  potent  one:  New  sources  of 
revenue  will  be  available  to  those 
broadcasters  offering  Internet  services. 
Want  to  order  Yankees  tickets  while 
viewing  a  game?  Push  the  button  on 
your  remote  control  to  access  an 
Internet  ticket-ordering  site;  the 
broadcaster  offering  the  link  could 
collect  a  percentage  of  the  transaction. 
Has  the  game  hit  a  lull?  Click  onto 
another  site  that  displays  American 
League  statistics  for  the  last  decade. 

Intel  has  demonstrated  a  nifty  tech- 
nology that  allows  high-definition 
television  programs  to  be  viewed  on  a; 
computer.  Although  the  broadcasters, 
closely  allied  with  the  consumer  elec- 
tronics companies,  have  so  far  been 
resistant  to  the  computer  industry's 
proposal,  we'd  bet  on  the  PC  makers 
to  win  this  battle.  Why?  Because  the 
computer  industry  is  full  of  ferment 
and-  innovation,  while  the  television 
business  has  been  rather  static. 

The  consumer  electronics  firms  are 
old  hands  at  standards  battles.  A  big 
one:  between  the  venerable  cartridge- 
based  videogame  players  (like  Nin- 
tendo's) and  the  newer  cd-rom 
machines  (like  Sony's).  We'll  bet  on  the  cartridges.  Kidsi 
like  their  videogames  fast,  and  the  cartridge  games  are 
screamers.  Also:  The  CD-ROM  systems  would  mean  throw- 
ing out  millions  of  dollars  in  Nintendo  players  and  games.; 
Another  win  for  a  sedimentary  standard.  Hi 
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With  theVelo  handheld  PC,  carrying  your 
work  around  has  never  been  easier.  It 
runs  Microsoft  Windows  CE  and  pocket 
versions  of  Word,  Excel  and  Internet 
Explorer.  And  with  its  built-in  modem, 
you  have  everything  you  need  to  access 
mail,  send  faxes  and  surf  the  Web.  Now  you  can  work  just  the  way  you 
3rk  on  your  office  PC,  no  matter  where  you  happen  to  be. 
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The  plug-and-play 
economy 

Interchangeable  parts  were  the  hallmark  of  the  Industrial  Revolution. 
Interchangeable  industries  are  the  hallmark  of  the  silicon  revolution. 


By  Peter  Huber  and  Jessica  Korn 

The  nameplate  says  Compaq,  but  look  under  the 
hood.  Intel  and  Motorola,  Diamond  and  Adaptec, 
Microsoft  and  IBM — one  vendor  plugged  into  the 
next.  The  machine  itself  plugs  into  a  glass  network  that 
plugs  into  millions  of  other  computers.  Much  the  same 
thing  is  happening  to  business.  Companies  are  being 
chopped  up  and  reassembled  in  the  image  of  the  silicon 
machine.  From  chips  to  corporations,  economic  life  is 
being  disintegrated  into  sockets  and  plugs — new,  stan- 
dardized units  of  production  and  profit. 

We've  come  a  long  way  from  the  days  when  Ford's 
River  Rouge  plant  was  one  of  the  wonders  of  the  world, 
turning  raw  steel,  raw  rubber,  sand  and  silicon  into  auto- 
mobiles, all  on  one  site.  Ford  did  it  all — made  steel,  made 
glass,  made  tires  and  assembled  the  parts — and  did  it  all 
right  there.  River  Rouge  absorbed  the  industries  around 
it,  or  re-created  them  under  its  own  roof. 

Today,  insourcing  has  given  way  to  outsourcing.  Inte- 
gration has  given  way  to  dis- integration.  Call  it  the  plug- 
and-play  economy. 

Consider  one  much-noted  example  of  the  PnP  order: 
"Earth's  biggest  bookstore."  Amazon.com,  the  $16  mil- 
lion (1996  sales)  company  that  makes  that  boast,  is  being 
sued  for  false  advertising — by  $2.4  billion  (sales)  Barnes 
&  Noble. 

Amazon.com  is  a  bookless,  storeless  bookstore.  It  stocks 
few  books  and  operates  no  stores.  But  it  has  made  order- 
ing a  book  on  the  Web  easier  than  finding  books  on  any 
store  shelf.  The  company  merely  plugs  together  authors, 
publishers,  wholesalers  and  retail  buyers  of  books  some- 
where in  the  recesses  of  its  wired  computers.  Amazon.com 
is  a  big  bookstore  all  right,  but  it  is  outsourced  to  the  limit. 
All  that's  left  to  this  "bookstore"  is  an  entirely  new  breed 
of  middleman. 

Outsourcing  is  half  the  PnP  story.  Chrysler  has  always 
bought  nuts  and  bolts  from  outsiders,  but  today  it  contracts 
out  for  engines  and  sometimes  entire  cars.  Dell  manufac- 
tures computers,  but  as  a  "screwdriver  company."  It  builds 
machines  the  same  way  hi-fi  enthusiasts  assemble  a  top-of- 
the-line  audio  system.  Find  the  best  components  at  the  best 
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price  for  the  kind  of  sound  you  want,  and  take  them  all 
home,  then  plug  and  play. 

Outsourcing  has  caught  up  with  services,  too.  Con 
Edison  outsources  some  of  the  year-2000  conversion  of  its 
software  to  programmers  in  India  and  Ireland  who  are 
cheap  and  who  work  at  night  (U.S.  time),  when  system 
usage  is  low.  Call  Cadence  Design  Systems'  shop  in  San 
Jose  to  outsource  the  design  of  an  integrated  circuit.  J.C. 
Penney,  the  San  Antonio  Spurs  and  the  Las  Vegas  Hilton 
outsource  directory  assistance  to  Teltrust  Communications 
Services.  Logistics  management  companies  like  Cus- 
tomized Transportation,  a  subsidiary  of  CSX  Corp.,  or  UPS 
Worldwide  Logistics,  which  repairs  Hewlett-Packard 
OmniBook  computers,  do  $25  billion  worth  of  business 
today,  and  the  industry  is  projected  to  double  in  size  in  the 
next  three  years. 

Information  is  being  plugged  and  played,  too.  Vicinity, 
a  company  based  in  Palo  Alto,  Calif,  feeds  tailored  maps 
and  driving  directions,  upon  request  and  on  the  fly,  to  any 
other  Web  site  that  summons  them.  Clients  like  Ace  Hard- 
ware, Ford,  BellSouth,  Levi  Strauss,  Yahoo!,  Digital  Equip- 
ment, First  Chicago  nbd,  and  Blockbuster  use  this  infor- 
mation to  move  people  off  their  Web  sites  and  into  stores. 
Tell  them  where  you  are  and  the  software  will  tell  you 
where  the  nearest  store  is. 

Government  statistics,  stock  quotes,  commodities  index- 
es, airline  schedules,  patent  filings,  bank  checks  and 
Supreme  Court  pronouncements  are  all  being  reduced, 
step  by  step,  to  standardized  electronic  factoids,  informa- 
tional chips  suitable  for  easy  plugging  into  the  channels  of 
PnP  commerce.  You  order  informational  chips  off  the 
shelf,  then  plug  them  together  the  way  you  want  them. 

Why  is  all  this  happening  now?  There  is  nothing  new  in 
the  idea  of  division  of  labor.  Adam  Smith's  The  Wealth  of 
Nations  begins  with  a  paean  to  specialization  in  a  pin  fac- 
tory— one  employee  to  draw  the  wire,  another  to  make  the 
head,  and  so  on.  But  Smith,  the  great  apostle  of  market 
discipline,  never  explains  how  accounts  are  settled  up 
between  each  worker.  The  answer,  of  course,  is  that  both 
work  and  reward  on  the  assembly  line  are  defined  by  edict 
from  upper  management.  Normal  laws  of  supply  and 
demand  don't  operate  within  a  corporation. 

Expelling  market  forces  from  the  internal  economy  of 
a  corporation  has  never  been  efficient,  just  less  inefficient 


268 


Forbes  ■  July  7,  1997 


Forbes  ■  July  7,  1997 


269 


HHRconomics 


than  the  alternative.  That  unsettling  revelation  was  set 
out  in  a  1937  essay  on  "The  Nature  of  the  Firm,"  writ- 
ten by  Ronald  Coase,  who  went  on  to  win  the  Nobel 
Prize  in  1991.  Carving  up  the  assembly  line  into  a  hun- 
dred separate  businesses  would  indeed  impose  market 
discipline  on  each  stage  of  production,  which  in  itself 
would  boost  efficiency.  But  it  would  also  require  arm's- 
length  negotiations  among  all  those  independent  con- 
cerns, which  entails  much  new  inefficiency. 

So  how  big  should  a  firm  ideally  be  in  order  to  subject 
its  internal  workings  to  market  discipline?  At  that  time 
Coase  waffled,  but  it's  now  clear  that  silicon  technology  is 
creating  a  vasdy  more  efficient  form  of  decentralized,  fric- 
tion-free capitalism.  Electronic  mail,  invoicing,  banking, 
data  interchange  and  a  burgeoning  array  of  software  that 
coordinates  business  transactions  slash  the  cost  of  doing 
business  at  arm's  length.  With  these  silicon-based  lubri- 
cants in  place,  an  automaker,  say,  can  do  business  with  an 
independent  supplier  of  engines  as  easily  as  with  an  engine 
division  within  the  company.  The  head  of  the  engine  oper- 
ation may  not  sit  just  down  the  hall,  but  his  electronic  mail 
box,  spreadsheet  and  databases  are  as  accessible  as  if  he  did, 
and  that's  what  counts. 

When  it's  as  easy  to  deal  with  an  outsider, 
there's  a  good  chance  it's  better.  An  outside 
firm  bidding  to  water  your  plants  must 
compete  against  others  and  quote  you  real  f 
prices.  If  you  assign  the  job  to  an  in-house  <  1 

division,  the  cost  is  just  buried  somewhere 
in  your  overhead — and  if  your  plants 
wither,  you  write  a  memo  to  Personnel.  Sil- 
icon technology  allows  the  market  to  com- 
bine extreme  specialization  with  low  prices 
and  brisk  competition.  You'll  get  really  profes- 
sional plant-watering,  and  at  a  price  that  the  market 
tells  you  is  competitive.  The  invisible  hand  now  manages 
much  smaller  units  of  labor  and  capital  all  along  the 
unbundled  line. 

The  communications  systems  that  make  unbundling 
possible  also  make  markets  bigger,  and  that  impels  still 
more  specialization.  As  Adam  Smith  recognized,  a  farmer 
isolated  in  the  Highlands  of  Scotland  "must  be  butcher, 
baker  and  brewer  for  his  own  family."  No  more.  Instead 
of  spending  evenings  brewing  his  own,  he  just  uncorks  a 
cool  one  and  spends  the  time  saved  watching  the  telly. 

His  ancestor  had  to  brew  his  own  beer  because  it  cost 
too  much  to  get  an  order  to  Glasgow,  and  to  get  the  beer 
back  again.  Specialization  of  any  kind,  Smith  recognized, 
would  develop  first  on  navigable  waters,  where  ships  have 
relatively  inexpensive  access  to  distant  markets. 

Navigating  on  rivers  of  glass  fiber,  today's  knowledge- 
based  specialists  can  market  their  skills  worldwide.  R&D 
Laboratories,  a  small  pharmaceutical  concern  that  special- 
izes in  kidney  disease,  sails  the  Web  to  publicize  products 
and  connect  to  customers  and  key  doctors.  It  uses  the  Web 
(in  the  words  of  the  company's  sales  and  marketing  vice 
president)  as  "the  ultimate  niche  and  segmentation  pro- 
motional vehicle." 

An  English-to-Portuguese  translator  in  Lisbon,  special- 


izing in  mechanical  engineering,  can  sign  up  with  Aleph,  ' 
which  maintains  a  Web  database  of  translators,  screens 
their  quality,  and  coordinates  document  traffic.  The  free- 
lancer gets  instant  exposure  to  clients  worldwide;  Aleph 
clients  like  General  Electric,  McDonald's  and  Volkswagen 
get  ready  access  to  highly  specialized  linguists  they  would 
never  have  located  before. 

It  used  to  be  that  a  mutual  fund  manager  would  have  to 
be  employed  by  a  firm  large  enough  to  advertise  and  dis- 
tribute the  fund.  Nowadays  a  two-person  shop  can  run  a 
portfolio,  contract  out  the  back-office  work  and  engage 
Charles  Schwab  &  Co.  to  electronically  distribute  the  prod- 
uct. What  is  true  for  fund  managers  is  getting  to  be  more 
true  for  graphics  designers,  newsletter  publishers,  marketing 
consultants,  videogame  programmers  and  financial  planners. 

The  second  main  route  into  the  PnP  economy  is  trav- 
eled by  integrators.  The  least  glamorous  among  them 
simply  unite  buyers  and  sellers  in  ways  that  only  silicon 
makes  feasible.  Sotheby's  is  happy  to  auction  your  old 
Degas,  but  won't  touch  your  used  computer.  Countless 
low-margin  sales,  especially  of  used  goods,  never  get  made 
because  bringing  together  buyer  and  seller  costs  more  than 
the  deal  is  worth.  But  on-line  auctions  shrink  these 
transaction  costs.  Over  60  Web  sites  support  on- 
line  auctions,  with  more  being  added  daily. 
The  largest  host  over  50,000  auctions  (not 
items)  simultaneously  and  are  growing  at 
25%  a  month.  Onsale,  a  Web-based  auction 
house  dealing  mostly  in  refurbished  com- 
puters, attracts  20,000  visitors  a  day  and 
turns  over  $1  million  of  merchandise  a  week. 
The  Seafood  Exchange,  for  example,  serves 
900  wholesale  buyers  and  sellers.  If  you  need 
32  metric  tons  of  frozen,  whole,  cleaned  cuttlefish, 
try  Poseidon  Seafoods,  of  Adelaide,  Australia. 
On-line  auctioneers  offer  the  most  basic  of  integrating 
services — a  place  to  buy  and  sell,  and  a  big  one.  In  the 
Middle  Ages,  trade  fairs,  held  every  year  or  every  five  years, 
brought  buyers  and  sellers  together.  The  Web  makes  the  I 
whole  world  a  giant  trade  fair  going  on  24  hours  a  day  in 
every  language. 

But  as  goods  and  services  get  broken  into  smaller,  ever 
more  specialized  pieces,  a  lot  of  buying  and  selling  requires 
more  sophisticated  management  than  just  bringing  buyers 
and  sellers  together.  That  sophistication  is  being  provided 
by  new  silicon-powered  intermediaries.  Like  auctioneers,  j 
they  slash  transaction  costs  and  move  the  goods.  They 
make  the  modern  assembly  line  work,  but  in  ways  com- 
pletely different  from  those  perfected  by  Henry  Ford. 

These  people  are  the  equivalent  of  the  middle  managers 
of  yesterday's  vertically  integrated  firm.  Amazon. corn's 
programmers  are  doing  much  the  same  job  as  store  man- 
agers at  Barnes  &  Noble,  but  with  wired  software.  The 
market  for  supply-chain  management  software,  which  lets 
firms  share  information  to  manage  product  cycles,  has 
reached  $450  million,  and  is  expected  to  grow  to  a  $1  bil- 
lion business  by  the  year  2000,  according  to  Gartner 
Group  of  Stamford,  Conn.  Trilogy's  Selling  Chain  soft- 
ware effectively  converts  a  manufacturer's  product  catalogs 
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Children  Supplied  The  Art 


BRIDGING 
"■'PACIFIC 


We  Supplied  The  Canvas. 


Introducing  The  Northwest 
Airlines  WorldPlane.1" 

To  celebrate  50  years  of  service 
to  and  from  Asia,  the  people  of 
Northwest  Airlines  asked  children 
throughout  Asia 
and  the  U.S.  to 
share  their  visions 
of  the  places  that 
they  call  home.  These  colorful 
creations  symbolize  the  spirit  of 
cultural  and  commercial  exchange 
that  has  characterized  our  history 
for  the  past  half  century.  And 
now,  we're  proud  to  display 
these  beautiful  works  of  art  on 
the  Northwest  WorldPlane. 


Today  the  more  than  47,000 
people  of  Northwest  Airlines 
bring  you  more  destinations  in 
Asia  than  any  other  U.S.  airline. 
We  also  give  you  the  most 
comfortable  way  to  get  there  with 
World  Business  Class."  Watch 
for  the  Northwest  WorldPlane, 
our  very  special  747-400  aircraft. 
And  the  next  time  your  * 
travel  plans  include  any 
of  our  more  than  400  worldwide 
destinations,  call  Northwest 
Airlines  or  your  travel  agent. 


@ NORTHWEST 
AIRLINES 


•800-447,4747  www.nwa.com 


©1997  Northwest  Airlines.  Inc.  Northwest  recycles  enough  paper  products  m  one  year  to  save  over  16.000  trees  O 


into  electronic  files,  then  answers  "what  if  questions  on 
the  fly.  Sequent  Computer  Systems  deployed  the  software 
to  slash  the  cost  of  delivering  improperly  configured  sys- 
tems. Boeing  uses  Trilogy's  software  to  configure  and  price 
the  6-million-part  747  aircraft  to  customer  specifications. 

The  new  integrators  are  at  their  best  when  supply  or 
demand  are  volatile.  Inventory  build-ups  kill  companies 
that  assemble  computers  because  the  prices  of  components 
keep  falling  so  rapidly.  Dell  Computer,  which  already 
boasts  one  of  the  most  efficient  distribution  operations  and 
lowest  inventory  levels  in  the  electronics  industry,  is 
deploying  i2  Technologies'  Rhythm  software  to  get  instant 
snapshots  of  any  step  along  its  supply  chain.  Fads  and 
weather  drive  manic-depressive  fluctuations  in  demand  for 
fashion  skiwear.  Customized  supply-chain  management 
software,  tailored  to  speed  up  the  supply-chain  rather  than 
reduce  expenses,  has  allowed  Sport  Obermeyer  to  cut  costs 
of  both  over-  and  under-production  in  half. 

A  growing  number  of  integrators  use  software  to  inte- 
grate more  software.  In  June  1996,  former  Forbes  Euro- 
pean correspondent  Hesh  Kestin  started  up  the  American, 
a  weekend  newspaper  targeting  American  expatriates 
and  foreign  nationals.  Today  he  sells  23,000 
newspapers  in  25  countries — from  New  York's 
Long  Island,  with  only  15  employees,  includ- 
ing one  staff  writer.  Most  of  the  articles 
come  from  88  American  newspapers  and 
the  Associated  Press;  the  newspaper  is  print- 
ed by  independent  presses  in  London  and 
Frankfurt. 

DoubleClick  provides  instant  links 
between  those  who  wish  to  post  ads  on  the 
Web  and  anyone  with  electronic  space  to  post 
them.  Marcus  &  Millichap,  a  large  real  estate  broker- 
age firm  ($3  billion  in  1996  sales),  has  set  up  an  extensive 
searchable  national  database  of  apartments  for  rent.  The 
directory  is  invisibly  linked  to  Vicinity's  locating  service  so 
that  apartment  hunters  can  get  instant  directions  to  a 
building.  Vicinity,  in  turn,  gets  its  digital  maps  and  navi- 
gation-quality databases  from  Etak,  a  subsidiary  of  Sony 
Corp.  of  America. 

So  will  we  all  end  up  as  one-worker  companies  all 
plugged  into  one  another  by  computer?  No.  To  begin 
with,  trade  barriers  are  falling.  That  alone  allows  highly 
specialized  enterprises  to  grow  to  truly  gargantuan  sizes. 
A  Korean  company  that  builds  only  two-stroke  engines — 
but  the  very  best — may  end  up  powering  lawn  mowers, 
pumps,  motorcycles  and  outboard  engines  around  the 
globe.  Microsoft  and  Intel  have  both  grown  extravagant- 
ly by  providing  a  few  highly  specialized  but  highly  plug- 
gable products. 

Coming  next,  perhaps,  is  some  little-noted  biotech  firm 
that  is  now  quiedy  programming  the  next  multibillion- 
dollar  surprise  on  the  nucleotides  of  a  pluggable  strand  of 
DNA.  Engineer  a  frost-resistant  tomato  or  a  super-produc- 
tive dairy  cow  just  right  and  you  may  become  a  sharecrop- 
per on  farms  worldwide.  The  right  radio,  optical  sensor, 
accelerometer,  environmental  monitor  or  geopositioning 
receiver  in  the  right  pluggable  unit  may  become  a  fixture 


in  homes,  engines,  conduits  or  cars  around  the  globe. 

Other  economic  imperatives  still  favor  growth,  too,  and 
information  technology  is  amplifying  many  of  them.  There 
are  enormous  economies  of  scale  in  designing  aircraft,  and 
significant  economies  of  scope  in  sharing  technology 
between  the  civilian  and  military  sides  of  the  business.  Thus 
Boeing  and  McDonnell  Douglas  could  merge  design  teams 
and  assembly  lines,  but  continue  to  outsource  fuselage  sec- 
tions, engines  and  avionics  to  independent  suppliers. 

The  $11  billion  merger  of  direct-marketer  cue  Inter- 
national and  HFS,  which  franchises  hotels  and  real-estate 
brokers  (Days  Inn,  Howard  Johnson,  Coldwell  Banker), 
may  combine  highly  complementary  customer  lists,  mar- 
keting skills  and  easily  mined  databases.  Federal  Express' 
VirtualOrder  service  offers  a  complete  on-line  catalog  and 
ordering  for  other  vendors'  products.  Combined  with  an 
established  shipping  business  and  a  name  brand,  the  ser- 
vice could  end  up  doing  order  processing  for  much  of  the 
nation,  if  not  the  planet. 

Keeping  things  in-house  is  often  the  only  way  informa- 
tion-rich companies  can  protect  their  intellectual  capital 
and  make  it  grow,  and  that  promotes  bigness,  too. 
Microsoft  is  being  sued  for  "'predatory"  hiring  of 
Borland  employees.  Whatever  the  merits  of 
that  complaint,  no  software  company  can 
own  its  product  for  very  long  without 
owning  its  programmers.  And  some  of  the 
most  creative  companies  will  continue  to 
grow  inward  simply  because  humans  remain 
social  animals  motivated  by  team  and  tribe, 
not  just  by  profit. 

So  there  are  still  good  reasons  to  grow  com- 
panies in  the  PnP  economy,  but  they  are  quite  dif- 
ferent from  the  ones  that  prevailed  not  long  ago. 
Coase's  corporation  grew  for  negative  reasons — to  elimi- 
nate friction  and  to  compensate  for  poor  communication 
and  the  prohibitive  cost  of  negotiating  with  too  many  out- 
siders. Andy  Grove  and  Bill  Gates  grow  their  companies  to 
exploit  economies  of  scale  and  scope  and  to  capture  the 
fecundity  and  elusive  value  of  teamwork  culture.  The  new 
corporation  isn't  an  assembly  line.  It's  a  human  beehive,  at 
its  best.  But  a  beehive  committed  to  the  PnP  economy. 
Intel  and  Microsoft  have  grown  huge  in  significant  part 
because  they  have  channeled  their  products  so  effectively 
into  the  production  lines  of  others. 

After  a  century  of  corporate  consolidation,  the  rapid 
shift  to  a  PnP  economy  is  unsettling  and  widely  misinter- 
preted. Half  die  newspaper  headlines  deplore  killer  bosses 
at  IBM,  GM,  or  AT&T  who  pay  themselves  millions  as  they 
lay  waste  to  their  work  forces.  The  other  half  decry  a  I 
plague  of  upsizing — mergers,  acquisitions,  or  the  runaway 
growth  of  the  most  successful  PnP  pioneers. 

These  stories  are  part  right.  The  trends  are  real  enough, 
both  the  breaking  down  and  the  building  up,  and  neither 
will  stop  anytime  soon.  But  there  are  good  reasons  for  all 
the  turmoil  and  change.  When  the  silicon  dust  settles,  the 
PnP  economy  will  have  emerged — immeasurably  more 
competitive,  flexible,  dynamic  and  productive  than  Adam 
Smith  or  Ronald  Coase  could  ever  have  imagined.  MS 


272 


Forbes  ■  July  7,  1997 


ur  business  management  system  not  only  shows  you 
here  your  organization  has  been,  it  shows  you  where  to  go. 


©1996  Lawson  Software 

bid,  more  importantly,  where  not  to  go. ) 

LAWSON  INSIGHT™  Business 
Management  System  is  a  powerful  tool  that 
takes  the  uncertainty  out  of  strategic  decision  making. 
By  incorporating  activity-based  management  capabilities  into  both  the 
financial  and  operational  sides  of  your  business.  LAWSON  INSIGHT  can  deliver 
the  comprehensive  information  needed  to  make  smarter  decisions.  Inefficiencies  are  exposed. 
Mistakes  are  prevented.  And  sound  ideas  are  supported  by  hard  data,  allowing  even  large  organizations 
to  respond  quickly  to  the  marketplace.  Plus,  our  fully  integrated  financials,  human  resources,  procurement  and  supply 
lin  process  suites  ensure  that  everyone  in  the  organization  stays  on  course.  LAWSON  INSIGHT.  Because  the  future  can't  wait. 


■HrVECONOMICS 

Present  at  the  creation 


Do  you  wish  you  had  gotten  into  Cisco  on  the  ground  floor?  We  talked 
to  the  guy  who  did.  He  says  there's  still  plenty  of  room  down  there. 

By  Rich  Karlgaard 


Intel's  FIRST  microprocessor, 
the  4004,  was  loosed  upon  die 
world  in  November  1971.  At 
around  the  same  time,  another  Sil- 
icon Valley  tremor  that  would 
come  to  shake  the  girders  and 
rivets  of  the  industrial  economy 
was  moving  in.  It  was  called  ven- 
ture capital. 

ve  was  not  a  Silicon  Valley 
invention.  Ponying  up  for  a  piece 
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THE  UNABRIDGED  VERSION 
OF  THE  SPORT  UTILITY  VEHICLE. 


tk  an  unedited  interior  volume  of 
8  cu  ft,  tke  Yukon  four-door  is  a 
finitive  piece  of  work.  And  it's 
eady  getting  excellent  reviews. 

M  AWARD  THAT  SPEAKS 
DLUMES.  J.D.  Power  and 


Associates 
k  a  s 

ranked  Yukon  tke  most 
appealing  fullsize  sport 
utility,*  kased  on  owner 
ratings  o  f  over  100 
attrikutes  including  style, 


dtk 


comfort    and  performance. 

AN  INTRIGUING  STORY 

OF  POWER.  Titk  an  exkila- 
rating     255     kp     engine,  tke 

Yukon    kas    tke    most  korse- 

power    in    tke    fullsize  utility 

class.**     And     k  ecause  sarety 

matters,     every    Yukon  comes 

standard  dual  air  kags.+  So  krowse 
.  vuLon.  i 


www.yuKon.gmc.com  or  call 
toll-free    1  -  8  8  8  -  4 A-YU  KO  N. 

And  lea  rn  w  ky  Yuk  on  is  tke  last 
word  for  dominating  tke  road. 


YUKON 


COMFORTABLY 
IN  COMMAND' 


of  the  action  had  been  done  since 
Queen  Isabella  launched  Columbus. 
Some  East  Coasters  professionalized 
the  business  in  the  1950s.  Laurance 
Rockefeller,  who  funded  Eastern  Air- 
lines, and  General  Georges  Doriot, 
who  seeded  Digital  Equipment  Corp. 
in  1957,  played  big  roles. 

What  was  happening  out  in  the 
fruit  orchards  south  of  San  Francisco 
in  the  early  1970s  was  different.  The 
VC  firms  there  had,  thanks  to  their 
proximity  to  Fairchild  Semi- 
conductor, a  head  start  on  anything 
built  around  a  chip. 

In  1972  Donald  Valentine 
launched  Sequoia  Capital  in  Menlo 
Park,  Calif.  Valentine  had  been 
Fairchild's  vice  president  of  sales — 
Gordon  Moore  had  the  office  next  to 
his — and  he  was  full  of  ideas  about 
what  you  could  do  with  these  new 
slivers  of  silicon. 

In  1976  a  young  entrepreneur 
with  long  hair  and  in  need  of  a  bath, 
knocked  on  Sequoia's  door.  He  had 
a  few  ideas  about  a  chip  in  a  box 
attached  to  a  TV  screen.  Valentine 
later  gave  Steven  Jobs  $100,000. 
That  investment  would  return  $5 
million  to  Sequoia  when  Apple  Com- 
puter went  public  in  1980. 

Another  Valentine  grand  slam 
came  from  a  husband-and-wife  team 
who  worked  at  Stanford  and  devised 
a  way  of  routing  E-mail  to  each  other 
through  different  computer  plat- 
forms. They  later  formed  a  company 
around  this  idea,  calling  it  Cisco  Sys- 
tems. Valentine  gave  them  $2.3  mil- 
lion in  1987.  When  Cisco  went 
public  only  two  years  later,  Valentine 
and  his  limited  partners  were  sitting 
on  stock  that  was  worth  $65  million 
at  die  close  of  trading  on  the  first  day. 
Valentine  has  sold  most  of  that  Cisco 
stock  since.  Too  bad:  It  would  be 
worth  $6  billion  today.  But  why 
complain  when  you  have  returned 
$28  for  $1  in  26  months? 

Forbes  recently  talked  about  ven- 
ture capital  with  the  Yonkers,  N.Y.- 
born,  64-year-old  Valentine  and 
another  Sequoia  partner,  Douglas 
Leone,  39. 

Forbes:  What  is  venture  capital? 
Valentine:  It's  not  about  finance.  It's 
about  building  flagship  companies 


Douglas  Leone,  Sequoia  partner 
"We  invest  in  young  entrepreneurs, 
driven  entrepreneurs,  people 
who  can  see  the  future." 


that  launch  industries. 
How  do  you  pick  them? 

Moore's  Law  lets  you  assume  com- 
puter processing  power  will  be  free. 
We  assume,  for  a  significant  part,  that 
memory  is  free.  So  we  concentrate  on 
the  company  that  uses  those  free 
technologies  to  solve  a  customer 
problem  in  a  growing  market.  That's 
why  we  invested  in  INS,  which  pro- 
vides the  service  work  at  the  core  of 
getting  a  network  designed  and  up 
and  running. 

We  have  a  whole  bunch  of  invest- 
ments in  and  around  the  category 
[that  assumes]  bandwidth  is  essen- 
tially free. 

We're  not  there  yet. 

Yes,  but  ours  is  a  world  where  the 

functionality  always  goes  up  and  the 


price  always  goes  down.  The  infor- 
mation technology  industry  is  now 
above  20%  of  the  GNP.  This  dynam- 
ic— dropping  prices  and  increasing 
functionality  in  all  things  digital — will 
crash  up  against  more  and  more  older 
industries. 

Do  most  of  these  older  industries 
know  what  is  happening  to  them? 

The  guy  who  runs  a  major  airline  or 
bank  is  probably  clueless  about 
what's  happening  around  him.  I 
don't  think  a  lot  of  these  CEOs  enjoy 
facing  technology.  They  are  threat- 
ened and  intimidated  by  it. 
If  one  of  your  portfolio 
companies  was  tanking, 
you'd  be  the  first  in  line  to  grab 
the  chief  executive  by  the  collar. 
When  you  do,  you  are  grabbing  the 
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At  last,  one  company  puts  them  together. 

Designing  and  building  a  skyscraper,  an  airport,  or  a  manufacturing  facility  is  an  enormously 
complex  task.  But  a  daunting  array  of  choices  becomes  much  easier  by  choosing  one  company. 
3M's  vast  range  of  construction  technologies  and  know-how -from  light  management,  to  fire 
stopping,  image  and  sign  graphics,  and  more-are  making  architects  and  engineers  more  pro- 
ductive, the  world  over.  One  more  way  we  make  the  leap  from  need  to... 

3M  Innovation 
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arm  of  a  30-year-old,  not  that  of  a 
55-year-old. 

Are  you  saying  that  older  compa- 
nies are  always  sitting  ducks?  Can 
any  survive  the  rampant  changes 
ushered  in  by  technology? 

I  don't  think  so. 

Not  even  today's  mighty 

fortresses — Microsoft  and  Intel? 

Every  company,  eventually,  accumu- 
lates legacy  customers  and  applica- 
tions. They  are  run  by  silver-haired 
guys  who  are  very  protective  of  the 
past.  They  are  historically  oriented. 
They  just  do  not  believe  in  the  aban- 
donment of  the  past.  For  a  bunch  of 
reasons,  they  are  locked  into  it. 

Most  recognize  what's  going  on. 
They  just  can't  decide  what  to  do 
about  it.  Remember  how  late  it  was 
when  Microsoft  discovered  the  Inter- 
net? 1995.  They  must  have  been  on 
a  trip  to  Mars.  When  Gates  finally 
discovered  the  Internet,  he  did  some- 
thing about  it.  But  his  case  is 
extremely  rare. 

We  gather  Sequoia  likes  to  invest 
in  younger  entrepreneurs  than  do 
most  vcs. 

Leone:  We  invest  in  young  entrepre- 
neurs, driven  entrepreneurs,  people 
who  can  see  the  future. 
Youngsters  make  more  errors, 
though. 

That's  okay,  as  long  as  we  know  that 
we  can  pay  for  their  errors  once,  not 
twice  or  three  times.  We  often  look 
for  a  young  person's  ability  to  listen, 
not  the  person  who  thinks  he  knows 
all  the  answers. 

Valentine:  To  add  to  what  Doug 
said,  our  belief  is  that  when  you  have 
a  colossal  market,  running  the  com- 
pany is  easy.  Demand  scrubs  out  the 
mistakes  you're  making.  Besides  that, 
software  is  a  simple  business.  No 
inventory,  very  high  gross  margin. 
These  23-year-olds  can  figure  it  out. 
If  it  were  a  very  complicated  business, 
like  a  steel  mill,  with  unions  and  all 
this  raw  material  coming  all  the  time 
and  two  shifts,  I  might  want  older 
people  with  experience.  But  a  busi- 
ness that  has  colossal  demand  and  a 
simple  model — that  is  perfect  for 
smart,  young  people.  The  rest  vou 
can  outsource. 

You  would  rather  put  your  faith 
behind  markets  or  people? 


You  should  have  bought  these 


Company  Public  Offer  Recent  Gain 

offering  price*  pricet 
date 

Cisco  Systems  2/90  $0.56  64X  11,400% 

Oracle  3/86  0.42  m  11,290 

3Com  3/84  1.5  0  443A  2,840 

Linear  Technology  5/86  2.00  m  2,380 

Microchip  Technology  3/93  1.93  33  1,610 

Electronic  Arts  9/90  2.00  31  1,450 

Security  Dynamics  Technology  12/94  4.00  36  800 

Vitesse  Semiconductor  12/91  6.00  35%  490 

LSI  Logic  5/83  7.00  38%  450 

'Adjusted  for  splits.  tAs  of  June  5. 


Sources:  Securities  Data  Co.;  Forbes. 

Best-performing 
new  issues  of  companies 
Sequoia  funded, 
measured  from  offering  price. 

There  are  only  products,  people  and 
markets.  Of  the  three,  markets  are 
the  easiest  to  analyze. 
The  argument  for  investing  in 
people  is  that  good  people  will 
figure  out  where  the  markets 
are — and  they  will  figure  out  how 
to  make  a  lousy  product  better. 
Yeah.  I've  always  heard  that.  But  a 
long  time  ago,  I  found  it  is  easier  to 
identify  and  analyze  the  market. 
Other  vcs  have  always  said:  people, 
people,  people!  Actually  the  corollary 
of  that  approach  is  you've  got  to  pick 
people  who  are  sensational  because 
you  think  you  are  picking  them  only 
once — as  if  you're  never  going  to 
upgrade.  In  fact,  in  the  real  world, 
our  companies  are  evolutionary. 
Cisco  being  a  perfect  example. 
Cisco  has  had  five  chief  financial  offi- 
cers. Should  we  have  spent  all  our 
time  looking  for  the  perfect  CFO? 
How  do  you  know  when  a  market 
is  about  to  boom? 
Leone:  When  customers  are  experi- 
encing pain.  We  look  for  markets 
where  the  customer  has  a  problem  he 
understands.  You  don't  want  to  go 
selling  to  a  customer  and  saying,  by 
the  way,  do  you  know  you  have  a 
problem  with  your  ftp  software?  You 
want  immediate  pain  and,  oh,  by  the 
way,  with  a  wealthy  set  of  customers. 
We  like  companies  that  sell  to  Wall 
Street  firms,  not  companies  who  sell 
to  students. 


What  was  the  customer  pain  that 
created  a  need  for  ins? 
Valentine:  The  Cisco  sales  force  was 
constantly  bitching  about  how  tough 
it  was  for  these  customers  to  roll  out 
the  network.  They  needed  some  kind 
of  company,  some  kind  of  partnership 
to  help  these  customers. 
And  why  wouldn't  Cisco  have 
handled  the  problems  internally? 
Several  reasons.  They  had  insufficient 
manpower  to  do  it.  More  important- 
ly, Cisco's  gross  margins  were  66%, 
and  ins  gross  margins  are  15%. 
But  if  problems  are  that  obvious, 
the  whole  investment  world 
knows  about  them.  Where  is 
Sequoia's  advantage? 
Leone:  Your  question  assumes  a 
snapshot  in  time.  Most  pain  can  be 
anticipated  over  a  period  of  12,  24 
and  36  months.  It  doesn't  have  to  be 
understood  by  all.  It  has  to  be  well 
understood  by  a  group  of  people  that 
can  launch  a  company. 
Valentine:  The  financial  community 
is  a  very,  very  unequal  group  of  indi- 
viduals. All  the  vcs  who  say  that 
people  are  the  most  important  literal- 
ly have  to  wait  until  a  "good  person" 
comes  to  them  who  wants  to  go  into 
a  particular  business.  They  have  to  sit 
back  and  wait  for  some  famous  guy 
who  has  written  a  paper  or  given  a 
speech  or  something. 

It's  rare  in  our  world  that  you  get 
to  meet  35-year-olds  with  12  years' 
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experience,  who  are  smart  and 
knowledgeable  and  have  great  ideas. 
When  you  do  find  them,  they 
have  lost  the  fire. 
Or  they  are  rich  and  they've  done 
some  company  and  don't  need  the 
help.  So  the  universe  of  choosing 
great  people  is  great  in  theory,  diffi- 
cult in  practice.  There's  lots  more  to 
this  than  passively  waiting  for  these 
guys  to  come  out  of  the  telephone 
booth  in  their  Superman  suits. 
Which  would  you  rather  have — a 
company  with  a  great  engineer  or 
a  company  with  a  great  salesman? 
At  Cisco  the  most  important  early 
hire  was  an  absolute  killer  heading  up 
sales.  He  was  not  great  at  managing 
a  sales  force  of  500,  but  he  was  fabu- 
lous at  organizing  us  in  our  sales 
channels.  He's  gone. 
And  probably  rich.  But  for  your 
portfolio  companies,  is  that  some- 
thing you  guys  get  really  active 
in — looking  for  that  first  killer 
sales  head? 

Leone:  Yes.  We  try  at  least  for  the 
first  vp  of  sales  to  be  a  stone-cold 
closer.  He  has  to  go  out  and  get  the 
initial  orders.  He  has  to  hire  the  first 
salespeople  to  set  the  tone  for  the 
company. 

Valentine:  We  argue  more  among 
ourselves  about  the  sales  operation 
than  anything.  We  don't  pay  any 
attention  to  the  cfo,  if  there  is  one, 
other  than  wishing  there  weren't  one. 
Our  big  focus  is  on  how  the  stuff  is 
going  to  get  sold.  What  channels  do 
we  have  to  set  up?  How  do  we  get  to 
market?  It's  a  very,  very  big  focus  for 
us  to  get  that  sales  guy  because  it 
complements  identifying  the  market. 
If  you  are  right  on  the  market,  you've 
got  to  get  to  it  quickly. 
Beyond  worrying  about  the  sales 
operation,  where  else  do  you  put 
your  energies  in  a  startup? 
I  tell  them  to  spend  money  very  care- 
fully. Spend  the  money  in  a  narrow 
focus,  one  product,  one  application, 
one  target  set  of  customers. 
Do  you  think  most  venture- 
backed  startups  are  over- 
capitalized or  undercapitalised? 
Over.  Especially  in  a  day  and  age  where 
there's  $10  billion  [a  year]  of  venture 
capital.  The  amount  of  capital  that  a 
company  raises  is  typically  not  needed. 


Sequoia's  greatest  hits 


Company 

Venture  capital 

— IPO — 

Gain 

— investment — 

value  date 

value 

date 

($mi|) 

($mil) 

Yahoo! 

$2.0 

4/95 

$160  4/96 

7,900% 

INS 

1.9 

4/94 

113  9/96 

5,850 

Arbor 

2.4 

6/91 

75  11/95 

3,030 

Cisco 

2.3 

12/87 

65  2/90 

2,826 

Microchip 

5.0 

3/90 

60  3/93 

1,100 

Source:  Sequoia  Capital 

Gains  measured 
from  first  round 
of  VC  funding. 


I  remember  a  story  about  Trip 
Hawkins  of  Electronic  Arts.  Trip  is  a 
fancy  business  school  graduate  and 
was  in  a  very  successful  company, 
Apple,  and  he  was  personally  suc- 
cessful. One  time  Trip  sent  me  a 
magazine  with  a  copy  of  an  Elec- 
tronic Arts  ad  in  this  very  elegant  sci- 
ence magazine.  I  went  ballistic!  I 
couldn't  believe  it!  Our  customers 
are  8  years  old.  They  don't  read  this 
magazine.  Their  parents  don't  sub- 
scribe to  this  magazine.  What  are  we 
doing  advertising?  Trip  said  we're 
creating  an  image.  I  told  Trip,  find 
out  where  the  arcades  are  and  get  to 
the  8-year-old. 

Why  is  there  an  unnecessary 
expenditure?  I  need  a  return.  We  go 
as  far  as  returning  the  binder  for  the 
board  of  directors'  packet  just  to  send 
a  signal.  This  is  especially  true  with 
young  CEOs.  They  see  us  coming  in. 
We  are  allegedly  successful.  Every- 
thing they  hear  from  us  is  sort  of  an 
endorsement  for  behavior. 
We've  heard  you  like  to  drop  by 
and  visit  your  companies  on  short 
notice. 

I  want  to  see  those  plants.  I  want  to 
see  the  rug  and  the  wall  coverings 
that  match.  Behavior  of  people  has  a 
big  bearing  on  our  willingness  to 
finance  them  aggressively.  lohn  Morg- 
ridge,  the  CEO  we  brought  into 
Cisco,  is  a  very  great,  tight  business 
manager.  John  was  giving  a  talk  to 
employees  about  cost-effective  man- 
agement. To  the  right  of  him  were 
sheets  covering  chairs.  Fifteen  min- 
utes into  his  talk  he  took  off  the 


sheets  and  he  said,  'You're  looking  at 
the  tourist  section  in  the  airplane. 
That's  where  I  sit  and  that's  where 
you  sit.' 

What  else  do  you  try  to  teach 
your  entrepreneurs? 

Urgency.  That's  all  we've  got. 
They've  got  a  very  small  amount  of 
money  that  wants  to  go  fast.  Under- 
performance  is  something  you  can't 
tolerate. 

What  won't  you  invest  in? 
Leone:  Software  tools  companies. 
Too  many  of  them.  Or  anything  that 
smacks  of  the  "big  concept."  We 
prefer  meat  and  potatoes. 
Valentine:  Interactive  TV.  Where  is 
the  user  base?  There  is  none.  Viewers 
are  not  the  same  as  users.  Users  have 
to  be  trained.  Interacting  is  what 
people  do  on  their  PCs,  not  TVs. 
Just  because  bandwidth  is  excit- 
ing, that  doesn't  mean  the  chip 
side  of  the  digital  revolution  has 
stopped.  Any  new  opportunities 
from  Moore's  Law? 
Speech  recognition.  That's  obvious. 
What  new  industries  does  speech 
recognition  create? 
I  don't  know  if  it  has  to  create  any 
new  industries.  There  are  a  whole 
bunch  of  people  who  are  unable  to 
use  a  keyboard  for  a  variety  of  rea- 
sons. I  think  you  get  a  whole  bunch 
of  new  users. 

Let's  switch  subjects  and  talk 
about  telecom.  Some  pretty 
revolutionary  stuff  is  happening. 
How  do  you  think  the  big 
players  will  do? 

Satellite  and  wireless  are  very  inter- 
esting. The  phone  companies  aren't 
used  to  moving  fast.  The  cable 
companies  are  on  their  ass.  Not  too 
long  ago  they  had  their  big  balance 
sheets  and  they  were  going  to  take 
the  phone  companies  on.  Now  their 
balance  sheets  look  terrible.  The 
phone  companies  are  licking  their 
chops.  They — or  somebody — will 
probably  get  the  cable  companies 
for  cheap. 

Every  night  before  he  goes  to 
bed,  Bell  Atlantic's  Ray  Smith 
must  thank  God  he  didn't  buy 
tci  in  1993. 

For  $26  billion!  The  batteries  on  his 
calculator  must  have  been  dead  that 
day.  ■* 
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The  Olayan  Group:  A  Saudi  Multinational 

The  story  of  the  first  50  years  of  The 
Olayan  Group  is  inextricably  linked  to  the 
economic  development  of  the  Kingdom  of 
Saudi  Arabia.  Since  1947,  The  Olayan  Group 
has  played  a  part  in  every  stage  of  the 
Kingdom's  economic  transformation.  Today, 
the  Group  is  involved  in  dozens  of  businesses 
ranging  from  construction  to  consumer  prod- 
ucts in  the  Kingdom  and  the  neighboring 
Gulf  Cooperation  Council  (GCC)  countries. 

The  Olayan  Group  is  more  than  just  a 
Saudi-based  business.  It  operates  businesses 
right  across  the  Middle  East.  And  it  is  a  major 
participant  in  global  equity,  financial  and  real 
estate  markets,  with  offices  on  three  continents 
handling  international  investments.  Although 
the  Group  is  private  and  does  not  publish  fig- 
ures, its  chief  financial  officer,  Akram  Hijazi, 
says  that  the  Group's  net  worth  increased  over 
the  past  30  years  by  an  average  of  20.7%  a  year. 

The  Group's  current  financial  strength  and 
momentum  may  have  been  boosted  by  the 
spectacular  boom  in  the  world's  financial 
markets,  but  it  has  not  shifted  from  its  busi- 
nesses that  are  rooted  in  Saudi  Arabia.  The 
Group's  business  holdings  —  as  opposed  to 
its  global  investments  —  are  all  in  either 
Saudi  Arabia  or  the  GCC  countries.  And  they 
are  continuing  to  expand. 

Institutionalizing  Core  Values 

From  its  earliest  origins,  the  Group  has 
stayed  true  to  the  entrepreneurial  vision  of 


By  Will  Ollard 
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its  driving  force,  Suliman  S.  Olayan,  the 
founder  and  chairman.  Initially,  he  alone 
forged  the  relationships  and  set  the  standards  of 
discipline  and  reliability  that  have  become  The 
Olayan  Groups  hallmark.  As  the  Group  has 
developed,  however,  it  has  managed  to  institu- 
tionalize its  founder's  professional  and  human 
values,  including  such  qualities  as  thorough- 
ness, precision,  pragmatism  and  hard  work. 

If  anything,  the  Group  today  is  even  more 
financially  hardheaded  than  its  founder  and 
chairman.  Suliman  Olayan  once  confessed  that 
his  weakness  as  a  businessman  was  that  some- 
times he  had  lost  sight  of  the  importance  of 
the  P&L:  "A  lot  of  attention  has  to  be  devoted 
to  the  bottom  line,"  he  says.  "Profit  for  rein- 
vestment is  the  lifeblood  of  business."  Today, 
the  Group's  financial  management  is  central- 
ized and  sophisticated:  Each  day,  it  calculates 
its  overall  financials  and  distributes  the  figures 
to  board  members. 

What  is  striking  is  that,  despite  its  increasing 
size  and  complexity,  the  Group  remains  entre- 
preneurial. Lubna  Olayan,  president  of  Olayan 
Financing  Company  (which  is  the  Group's  joint- 
venture  vehicle  and  holding  company  for  all  of 
its  businesses  in  Saudi  Arabia),  says:  "Although 
we  would  not  go  into  a  manufacturing  business 
just  for  the  sake  of  being  in  manufacturing,  we 
would  look  at  most  projects  if  an  existing  part- 
ner approached  us  or  a  new  one  asked  us." 

Lubna's  brother  Khaled,  the  chairman  of 
Olayan  Financing  Company,  points 
out  that  the  Group  tries  to  anticipate  the 
requirements  of  the  changing  Saudi  economy 
and  stands  ready  to  take  part  in  completely 
new  economic  developments,  such  as  privatiza- 
tion. The  Saudi  government  wants  the  private 
sector  to  make  a  contribution  to  the  next 


The  Manuli  Group 

The  Manuli  Group  is  a  multinational  organization  founded  in  1935  by  Dardanio 
Manuli.  Entirely  controlled  by  the  Manuli  Family,  the  Group  operates  in  three 
fields  in  ten  countries  worldwide. 

One  is  Manuli  Rubber  Industries,  an  industrial  holding  group  of  15  companies 
located  in  Europe  as  well  as  the  U.S.A.  and  Singapore.  The  company's  nine 
production  units  manufacture  rubber  and  metal  components  for  hydraulic, 
automotive,  oil  and  marine  applications.  The  second  is  the  packaging  field. 
In  October  1997,  Dardanio  Manuli  and  M.A.P.  will  merge  into  a  new  holding 
group  that  will  produce  BOPP  film,  LLDPE  stretch  film  and  pressure  sensitive 
tape.  The  third  field,  Terme  di  Saturnia  Group,  has  been  serving  the  resort  and 
spa/tourism  field  since  1989. 


phase  of  development  of  the  twin  industrial 
cities  of  Jubail  and  Yanbu.  "I  think  it  will  take 
some  time  to  get  the  idea  of 
privatization  established. 
People  have  to  be  reassured 
that  services  will  be  sold  at 
reasonable  prices,  but  it  will 
come  and  we  will  want  to 
take  part  in  it,"  he  says. 

Group  President  Aziz 
Syriani  says  that  the  key  ele- 
ment in  the  Group's  develop- 
ment will  be  to  diversify  both 
its  product  range  and  geo- 
graphic presence.  "It's  partly  a 
vision  of  how  the  future  will 
develop,  and  partly  a  reaction  to  the  changes 
in  our  markets,"  he  says. 

The  Lessons  of  the  Early  Years 

The  Olayan  Group  was  established  50  years 
I  ago  this  year  when  Suliman  Olayan  took  an 
entrepreneur's  calculated  risk.  He  had  been 
working  for  Aramco  (the  consortium  of  U.S.  oil 


Suliman  S.  Olayan, 

Chairman, 
The  Olayan  Group 


Coca-Cola  Company 

A  company  of  "true  vision  and  faith" 

As  an  integral  part  of  The  Coca-Cola  Company's  bottling  system  in  the  King- 
dom of  Saudi  Arabia,  The  Olayan  Group  has  been  instrumental  in  the  phe- 
nomenal growth  rate  experienced  by  the  Coca-Cola  system  in  that  market. 

Sandy  Allan,  President,  Coca-Cola  Middle  East,  believes  he  owes  much  of 
his  company's  success  in  the  Kingdom  to  The  Olayan  Group:  "This  is  a  com- 
pany of  true  vision  and  faith  in  the  soft  drinks  business.  From  the  beginning, 
The  Olayan  Group  has  been  working  for  the  long  term  with  sound  strategic 
planning  that  has  laid  strong  foundations  for  both  companies  to  work  togeth- 
er. We  look  forward  to  celebrating  the  next  50th  Anniversary  with  them." 


companies  that  developed  the  Saudi  oil  fields). 
Suliman's  job  was  to  help  explain  to  Saudi  con- 
tractors how  to  bid  to  subcontract 
work  on  the  Trans  Arabian 
Pipeline  (Tapline),  which  would 
take  oil  from  the  newly  discovered 
fields  in  the  Eastern  Province 
of  Saudi  Arabia  to  the 
Mediterranean.  At  the  time, 
Tapline  was  the  world's  biggest 
pipeline  construction  project  ever. 

Suliman  saw  the  possibilities  of 
the  project  and  negotiated  90 
days'  leave  of  absence  from 
Aramco  so  that  he  could  put 
together  a  bid  for  some  of  the 
work.  He  raised  a  loan  from  a  family  friend  in 
Bahrain,  secured  a  loan  on  his  house  in  Al- 
Khobar,  and  established  his  first  firm,  General 
Contracting  Company  (GCC).  The  cash  he 
injected  into  GCC  enabled  the  company  to  win 
a  subcontract  for  unloading  pipe  from  barges 
just  south  of  the  Kuwait  border. 

As  Suliman  tells  it,  his  former  bosses  at 
Aramco  were  so  pleased  to  see  him  starting  out] 
as  a  contractor  that  they  increased  the  value 
and -scope  of  the  contract  by  25%.  He  rea- 
soned that  they  were  prepared  to  rely  more  on 
someone  who  knew  how  Aramco  worked  and 
could  also  liaise  with  the  Saudi  authorities. 

As  the  Tapline  project  developed,  GCC  wonj 
more  contracts  from  the  project's  main  con- 
tractor, Bechtel.  (This  early  relationship  later 
led  to  the  Olayan-Bechtel  partnership,  one  of 
the  Group's  most  enduring.)  Over  the  next  few 
years,  from  1948  to  1950,  GCC  won  work  for 
almost  every  phase  of  the  project,  from  feeding 
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Congratulations  from  the  CREDIT  SUISSE  GROUP  to  the  OLAYAN  GROUP  or,  the 
occasion  of  its  50th  Anniversary.  We  are  proud  of  our  long  term  and  successful  partnership 
with  the  OLAYAN  GROUP,  based  on  personal  trust  and  mutual  respect,  and  look  forward 
to  the  next  50  years  with  optimism. 

CREDIT   FIRST  CREDIT   ASSET  CREDIT   PRIVATE  S.R.EB!I 

SUISSE   BOSTON  SUISSE   MANAGEMENT  SUISSE   BANKING  SUISSE 


For  50  years,  we  have  been  proud  to 
work  side-by-side  with  The  Oiayan  Group  to  heip 
bring  the  world's  most  modern  infrastructure  to  the 
Kingdom  of  Saudi  Arabia. 

We  saiute  The  Oiayan  Group  for  a 
half-century  of  high  achievement,  and  (ook 
forward  to  continuation  of  our  enduring 
partnership  for  progress. 

& 


ABIM  AMRO  Bank  Saudi  Holland!  Bank 

"We  are  very  pleased  to  congratulate  The  Oiayan  Group  on  its  50-year 
anniversary.  ABN  AMRO  Bank  and  Saudi  Hollandi  Bank  highly  value  long- 
term  relationships  and  are  proud  to  count  The  Oiayan  Group  among  their  val- 
ued customers.  We  look  forward  to  continue  to  serve  our  customers  and 
prospects  in  the  Kingdom,  and  worldwide  through  the  ABN  AMRO  network, 
based  on  a  mutually  beneficial  relationship,  and  for  a  long  time  to  come.  We 
trust  that  for  The  Oiayan  Group  the  next  50  years  will  be  as  successful  as 
the  last." 


Kraft  Jacobs  Sucnard  Limited 

"To  The  Oiayan  Group: 

On  behalf  of  Kraft  Jacobs  Suchard  Limited,  let  me  take  this  unique  oppor- 
tunity to  congratulate  The  Oiayan  Group  on  50  very  successful  years  in  ser- 
vice to  the  Saudi  Arabian  market.  Kraft  Jacobs  Suchard  is  pleased  to  have 
been  a  part  of  Olayan's  long-term  success.  In  conjunction  with  Olayan's 
superior  distribution  companies,  Kraft  Jacobs  Suchard  has  introduced  into 
Saudi  Arabia  such  hig  lity  brands  as  Tang  powdered  beverage,  Dream 
Whip  toppings,  Jell-0  d<  s  and  Maxwell  House  coffee,  and  has  made 
these  powerful  brands  hi  names  in  the  Kingdom." 

Charles  Winter  roth,  Vice  and  Area  Director,  Kraft  Foods 
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workers  to  making  steel  and  concrete.  GCC 
also  built  the  Tapline  towns,  which  appeared 
in  the  desert  next  to  the  pipeline's  pumping 
stations.  This  led  to  GCC's  involvement  in 
providing  infrastructure  in  an  area  that  previ- 
ously had  no  permanent  settlements. 

The  Tapline  project  not  only  made 
Suliman's  reputation,  it  also  established  a  pat- 
tern for  the  developing  Group.  The  quality  of 
GCC's  work  was  notably  higher  than  that  of 
its  competitors  due  to  the  company's  practice 
of  providing  initial  training  to  workers,  there- 
by enabling  them  to  do  their  jobs  better  than 
their  counterparts  at  other  companies. 
Suliman,  in  classic  entrepreneurial  style, 
worked  alongside  his  men.  Indeed,  as  the  now 
legendary  story  goes,  he  ended  up  walking  the 
whole  1,000  miles  of  the  pipeline,  sleeping 
under  a  truck  every  night  for  three  years. 

As  work  on  the  Tapline  project  started  to 
wind  down  in  1950,  Suliman  Oiayan  took 
three  months  off  to  visit  the  U.S.  There  he 
introduced  himself  to  several  leading  U.S. 
consumer  product  companies,  including 
General  Foods,  Pillsbury  and  Kimberly- 
Clark,  and  became  the  Saudi  distributor  for 
their  products,  operating  initially  as  a  bulk 
supplier  to  Aramco.  (Four  years  later, 
Suliman  launched  General  Trading  Company, 
which  remains  the  Group's  distributor  of  fast- 
moving  consumer  goods  in  Saudi  Arabia.) 

When  he  got  back  to  Saudi  Arabia,  he  start- 
ed to  diversify  further.  He  played  a  key  role  in 
developing  Saudi  Arabia's  first  electric  compa- 
nies. He  also  founded  the  Kingdom's  first  pub- 
lic utility,  the  National  Gas  Company,  by  buy- 
ing Aramco's  operation.  This  company  devel- 
oped into  the  largest  distributor  of  liquid 
propane  gas  in  the  Middle  East. 

Another  major  diversification  occurred  in 
1954  when  Suliman  Oiayan  went  into  the 
insurance  business.  Two  of  his  staff  had  been 
killed  in  an  accident  and  he  wanted  to  pay 
compensation.  A  British  company  turned 
down  his  request  for  coverage  for  the  rest  of 
the  payroll.  Inspired  by  this  tragedy  and 
spurred  by  the  rebuff,  he  pioneered  commer- 
cial insurance  in  Saudi  Arabia,  founding  Arab 
Commercial  Enterprises  (ACE).  It  went  on  to 
become  the  largest  insurance  broker  in  the 
Middle  East.  In  the  mid-1970s,  Sedgwick  of 
the  U.K.,  the  international  brokerage,  became 


As  exclusive  distributor  of  Baxter  products  in  Saudi  Arabia,  The  Olayan  Group  plays  a  vital 
role  in  providing  lifesaving  medical  technologies  to  doctors  and  patients  throughout  Saudi 
Arabia.  Baxter  International  Inc.  congratulates  The  Olayan  Group  on  the  occasion  of  their 
50th  anniversary  and  wishes  them  continued  success. 


Baxter 


AriveptisRinent  R 

a  shareholder.  ACE  remained  part  of  The 
Olayan  Group  until  1988,  when  it  was  sold  to 
another  Saudi  firm. 

Suliman  Olayan's  business  career  took 
another  quantum  leap  in  1958  when  he  per- 
suaded Aminoil  and  Getty  Oil,  which  were 
operating  in  the  Neutral  Zone  between  Saudi 
Arabia  and  Kuwait,  to  sell  him  their  oil  rig 
transporters  and  then  lease  them  back.  This 
was  the  first  time  that  Suliman  had  done  busi- 
ness outside  the  Kingdom.  He  established  a 
GCC  branch  in  Kuwait  to  handle  the  business. 
Sale  and  leaseback  was,  at  that  time,  an  innova- 
tive financial  technique,  and  the  arrangement 
benefited  both  parties.  The  oil  companies  did 
not  have  to  pay  for  capital  equipment  lying 
idle  for  part  of  the  year  and  could  set  the  price 
of  contracts  to  move  rigs.  Suliman  knew  that, 
with  help,  he  could  dismantle  and  reassemble 
the  oil  rigs  faster  and  more  efficiently  than  the 
two  oil  companies  had  done. 

The  oil  rig  contract  also  prompted  Suliman 
Olayan  to  set  up  his  first  non-Gulf  office. 
Communications  between  Saudi  Arabia  and 
Kuwait  were  so  poor  that  it  was  easier  for 

Cummins  Engine  Company,  Inc. 

Cummins  Engine  Company  is  the  leading  worldwide  designer  and  manufacturer 
of  diesel  engines  ranging  from  76  to  6,000  horsepower.  The  company  also  pro- 
duces natural  gas  engines,  as  well  as  engine  components  and  subsystems. 

As  the  world's  largest  manufacturer  of  diesel  engines  above  200  horsepow- 
er, Cummins  provides  power  and  components  for  a  wide  variety  of  equipment 
in  its  key  markets:  automotive,  power  generation,  industrial  and  filtration. 

Cummins'  1996  sales  were  $5.3  billion  and  it  employs  23,500  people  worldwide. 

PACCAR  International 

Like  The  Olayan  Group,  the  PACCAR  Inc.  name  is  synonymous  with  quality, 
durability  and  innovation.  As  one  of  the  largest  heavy-duty  truck  manufactur- 
ers in  the  world,  our  Kenworth,  Peterbilt,  DAF  and  Foden  trucks  are  sold  in 
100  countries  worldwide.  Outstanding  product  quality  for  over  90  years  is  the 
cornerstone  of  our  success.  Whatever  the  application  -  hauling  highway 
freight,  intercity  delivery  or  off-road  transport  -  PACCAR's  custom-built  trucks 
represent  quality,  durability,  low  cost  of  operation  and  high  residual  value. 
PACCAR  is  the  technology  and  quality  leader,  which  results  in  innovative  trans- 
portation solutions  for  our  customers  and  superior  shareholder  returns. 
 ,  

)layan  and  Saudi  Hollandi  Bank 

Each  celebrating  decades 
of  successful  partnerships  in 

Saudi  Arabia. 
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Saudi  Hollandi  Bank: 
37  offices 
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S        TOE  S/K/D7  HOLLANDI  BANK  WAS  ESTABLISHED  AS  THE  FIRST  BANK  EVER  IN  THE  KINGDOM  OF  SAUDI  ARABIA.  THROUGH  ITS  PARTNERSHIP  WITH 
mo  BANK,  SAUDI  HOLLANDI  BANK  TODAY  PROVIDES  ACCESS  TO  A  WORLDWIDE  NETWORK.  THROUGHOUT  THE  PAST  50  YEARS,  THE  OLAYAN  GROUP 
TRANSFORM  SAUDI  ARABIA  INTO  THE  THRIVING  NATION  IT  IS  TODAY.  WE  ARE  PROUD  OF  OUR  RELATIONSHIP  WITH  THE  OLAYAN  GROUP.  A  RELATION- 
\hICH  IS  TYPICAL  FOR  OUR  DETERMINATION  TO  CREATE  LONG-STANDING,  MUTUALLY  BENEFICIAL  PARTNERSHIPS  WITH  ALL  OUR  CUSTOMERS. 


>audi  Hollandi  Bank 


ABN-AMRO  Bank 


Congratulations 
To  The 
Olayan  Group 
On 


Successful 
Years  Of 
Business  In 
Saudi  Arabia. 


With  Best  Wishes 
From  @Sfti!m  Middle  East 


'COCA-COLA1  AND  'COKF  ARE  REGISTERED  TRADEMARKS  WHICH  IDENTIFY  THE  SAME  PROOUCT  OF  THE  COCA-COLA  COMPANY 


Thermo  Electron 

Thermo  Electron  Corporation  is  a  world  leader  in  analytical  instruments,  bio- 
medical products,  paper-recycling  equipment  and  other  specialized  products 
and  technologies.  The  company  also  provides  services  related  to  environ- 
mental quality  and  personal  care.  With  annual  worldwide  sales  of  nearly  $3 
billion,  Thermo  Electron  has  20,000  employees  and  operations  in  22  coun- 
tries. Headquarters  are  in  Waitham,  Massachusetts. 


both  GCC  offices  to  communicate  via  Beirut 

—  where  Suliman  Olayan  had  established  a 
small  operation  during  the  Tapline  contract 

—  than  to  interact  directly.  Beirut  was  soon 
chosen  by  Suliman  to  become  the  site  of  the 
Group's  purchasing  operations.  The  manage- 
ment of  these  operations  moved  to  Saudi 
Arabia  in  the  mid-1970s. 

Initially,  Suliman  paid  for  imports  from  the 
U.S.  with  letters  of  credit  secured  against  bank 
deposits  there.  But  this  was  an  inefficient  use  of 
cash,  and  suppliers  and  bankers  were  not  getting 
to  know  their  distant  depositor.  So  Suliman  set 
out  to  establish  an  international  reputation  that 
would  reassure  both  bankers  and  suppliers.  He 
began  to  invest  in  U.S.  securities.  By  1961,  the 
volume  of  the  Groups  investments  in  the  U.S. 
had  grown  to  such  a  level  that  Suliman  recruitec 
Shearman  &  Sterling,  the  U.S.  law  firm,  to 
structure  the  Group's  first  international  invest- 
ment vehicle,  S.S.  Olayan  N.V.  It  was  the 
Groups  first  entity  outside  the  Middle  East. 
Since  then,  the  international  investment  portfo- 
lio has  grown  by  leaps  and  bounds,  to  the  point 
where,  in  terms  of  shareholders'  equity,  the 
Group  ranks  as  one  of  the  world's  largest  pri- 
vately held  companies.  After  several  restructur- 
ings over  the  years,  today  the  Group's  major 
investment  branches  are  located  in  Athens, 
London,  New  York,  Riyadh  and  Vienna. 

Building  Joint  Ventures  to  Endure 


Suliman  Olayan's  early  boldness,  innovation 
and  hard  work  set  the  stage  for  the 
Group's  early  success  in  the  construction,  andl 
later,  consumer  products  and  insurance  busi- 
nesses. But  it  is  The  Olayan  Group's  strategy 
of  forging  long-lasting  business  partnerships 
that  has  enabled  the  Group  to  stake  out  the 
much-deserved  international  reputation  it 
enjoys  today,  50  years  after  its  founding. 

As  the  Group's  early  history  reveals,  Suliman 
Olayan  pioneered  a  unique  business  concept  in 
Saudi  Arabia:  bringing  together  foreign  tech- 
nology, private  Saudi  capital  and  local  resource: 
to  form  businesses  whose  potential  would  be 
greater  than  the  sum  of  their  parts.  Vital  to 
The  Olayan  Groups  strategy  is  its  practice  of 
carefully  selecting  all  partners,  a  process  once 
handled  by  Suliman  Olayan  that  has  been 
passed  on  to  his  children  and  other  senior  exec 
utives.  Of  equal  importance  is  the  Group's 


ING  Group  is  a  diversified  financial  services  company  which  is  headquartered  in  the  Netherlands. 
ING  is  active  in  58  countries  with  58,000  employees,  including  close  to  9,000  in  North  America. 
ING  offers  a  full  range  of  financial  products  and  services  to  personal  and  corporate  clients  through 
various  distribution  channels. 

ING's  commercial  image  is  determined  by  a  variety  of  prominent  companies  with  a  strong  customer 
focus.  Many  of  them  operate  under  their  own  name  with  a  high  degree  of  autonomy  Together  they 
contribute  to  the  development  of  ING  as  a  whole. 

The  basis  of  ING's  continuity  is  its  financial  strength;  its  healthy  profit  base,  and  careful  consideration 
for  the  interests  of  its  clients,  shareholders  and  employees. 

Responsiveness  to  the  needs  of  the  clients,  entrepreneurship,  professionalism  and  integrity  are 
paramount  in  all  the  Group's  activities. 

Annual  figures  1996 

peak  year  1996:  record  increases  of 
net  profit  +25%  to  U.S. $  1,974  million 

profit  per  share        +19%  to  U.S.$  2.71 
shareholders'equity  +44%  to  U.S.$  19,600  million 


(in  millions  of  dollars, 

% 

except  for  amounts  per  share) 

1996 

1995 

change 

Result  before  taxation:  *) 

-  insurance  operations 

1,485 

'  1,252 

18.6 

-  banking  operations 

1,268 

1,040 

21.7 

Net  profit 

1,974 

1,574 

25.4 

Profit  per  ordinary  share 

2.71 

2.28 

18.8 

Dividend  per  ordinary  share 

1.19 

0.99 

20.5 

Total  assets  **) 

277,943 

227,607 

22.1 

Shareholders'  equity  **) 

19,600 

13.657 

43.5 

*)  Results:  U.S.S  1 .00  =  NLG  1 .68  (average  exchange  rate) 

**)  Assets  and  shareholders'  equity:  U.S.S  1.00  =  NLG  1.74  (exchange  rate  on  31  December  1996) 


Excellent  increases  of  net  profit  (25.4%),  profit  per  share  (18.8%),  dividend  (20.5%)  and 
shareholders'  equity  (43.5%). 

Almost  all  banking,  insurance  and  investment  activities  report  considerably  improved  results, 
thanks  to  an  important  worldwide  increase  of  total  income. 

Allocation  of  U.S. $3 15  million  before  taxation  to  provisions  for  future  expenses,  of  which 
U.S.S  166  million  for  the  insurance  operations  and  U.S. $149  million  for  the  banking  operations. 
Size  of  the  banking  provision  for  general  contingencies  at  the  end  of  1996  was  U.S. $1,465 
million;  US.S718  million  is  added  to  shareholders'  equity  and  U.S. $747  million  to  the  Fund 
for  general  banking  risks. 

Full  of  confidence  for  1997,  but  despite  a  good  start  still  too  early  to  make  a  profit  forecast. 


ING 


GROUP 


Internet:  http://www.inggroup.com 
The  annual  report  can  be  obtained  at  the  following  address: 
ING  Group,  P.O.  Box  810,  1000  AV  Amsterdam,  The  Netherlands.  Telephone:  (+31)  20  541  54  71,  fax:  (+31)  20  541  54  51. 
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tradition  of  diligently  nurturing  each  business, 
a  strategy  that  has  allowed  the  Group  to  form 
many  enduring  alliances. 

The  Group's  strategic  partners,  both  decades- 
old  and  relatively  new,  include  Bechtel, 
Kimberly-Clark,  Kraft  Jacobs  Suchard,  Nestle, 
Coca-Cola,  Xerox  and  Colgate-Palmolive. 

"The  strategic  importance  of  our  partner- 
ships lies  in  the  size  of  the  investment  and  the 
long-term  potential  for  growth  in  Saudi 
Arabia,  the  greater  Middle  East,  and  possibly 
beyond,"  comments  Samir  Toubassy,  president 
of  Olayan  Development  Corporation,  Ltd. 
Khaled  Olayan  puts  it  even  more  succinctly: 
"We  are  not  interested  in  fast-buck  relation- 
ships. We  want  long-term  associations." 

Indeed,  the  scope  of  the  Group's  long-term 
relationships  is  immense.  Partnerships  have 
been  forged  in  industries  as  diverse  as  confec- 
tionery and  heavy  machinery.  Many  of  them 
date  back  to  the  beginnings  of  the  Group  itself. 
The  long-standing  Bechtel-Olayan  partnership, 
for  example,  has  produced  two  companies: 
Saudi  Arabian  Bechtel  (SABCO),  which  han- 
dles engineering  and  construction,  and  Bechtel 


Group 

ING  is  a  company  with  Dutch  roots,  which  has  wide  experience  in  the  field  of 
financial  services.  ING  is  active  on  a  worldwide  scale,  offering  its  clients  a  full 
range  of  financial  products  and  services  through  various  distribution  channels. 

The  basis  of  ING's  continuity  is  its  financial  strength,  its  healthy  profit 
base  and  careful  weighing  of  the  interests  of  its  clients,  shareholders  and 
employees.  In  all  its  activities,  ING  is  aware  of  its  social  responsibilities. 

ING's  commercial  image  is  determined  by  a  variety  of  prominent  compa- 
nies with  a  strong  customer  focus.  Many  of  them  operate  under  their  own 
names  with  a  high  degree  of  autonomy.  Together,  they  contribute  to  the 
development  of  ING  as  a  whole. 

Responsiveness  to  the  needs  of  the  clients,  as  well  as  entrepreneurship, 
professionalism  and  integrity,  are  paramount  in  all  the  Group's  activities. 


Bechtel 

For  almost  a  century,  Bechtel  has  provided  services  in  support  of  infra- 
structure and  energy-development  projects  around  the  world.  From  microcir- 
cuitry  to  offshore  drilling,  from  bridge  building  to  virtual  reality,  we  have  the 
technical  expertise  and  project  management  know-how  to  get  jobs  done 
under  the  most  challenging  conditions. 

Bechtel  is  a  full-service  engineering,  construction,  development  and  man- 
agement enterprise. 


Congratulations  To  The  Olayan  Group  For 
Spending  50  Years  In  The  Driver's  Seat. 


Thank  You  For  Making  It  A  Kenworth. 

Kenworth  Truck  Company  is  proud  oj  its  50  year  partnership  with  GCC 
and  the  Olayan  Group  in  serving  the  needs 
oj  the  Saudi  Arabian  truck  market. 


www.paccar.com 
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A  DIVISION  OF  RAGG4R 


Arabian  Services  Company,  which  handles 
the  maintenance  and  operations. 

SABCO  has  played  a  major  role  in  the 
physical  transformation  of  Saudi  Arabia, 
designing  and  managing  the  construction  of 
Jubail  Industrial  City  —  the  world's  biggest 
civil  engineering  project  —  on  the  Gulf 
coast.  SABCO  has  also  been  responsible  for 
the  construction  of  two  of  the  Kingdoms 
three  international  airports:  King  Khaled 
International  Airport  in  Riyadh  and  the 
King  Fahd  International  Airport  in  the 
Eastern  Province.  It  has  also  helped  improve 
the  environment.  After  the  Gulf  War,  the 
Kingdom's  Meteorological  and  Environ- 
mental Protection  Administration  and  the 
Ministry  of  Defense  and  Aviation  contracted 
SABCO  to  provide  project  management  ser- 
vices to  clean  up  the  world's  largest  oil  spill 
on  the  Kingdom's  northeastern  coast. 

Other  long-term  relationships  include 
Cummins  Engine  Co.,  Paccar  International 
(Kenworth  Trucks)  and  Atlas  Copco,  which 
were  among  the  first  companies  to  award 
The  Olayan  Group  exclusive  licenses  for 
their  products.  These  relationships  have  pros- 
pered, due  in  part  to  The  Olayan  Group's 
support  for  its  partners'  products:  It  has 
invested  in  state-of-the-art  service  and  parts 
centers  where  customers  need  them  most. 

Likewise,  The  Olayan  Group  had  enjoyed 
a  20-year  partnership  with  Rowntree 
Macintosh,  a  British  confectionery  company, 
when  it  was  taken  over  by  Nestle  in  1 99 1 . 
Nestle  continued  the  relationship  and  soon 
was  adding  other  products  to  the  roster. 

Other  new  relationships  have  arisen  out  of 
particular  business  synergies.  The  Groups 
recent  partnership  with  Reynolds 
International  (part  of  Reynolds  Metals)  to 
build  an  aluminum  can  plant  sprang  from  the 
Group's  longer-standing  partnership  with 
Coca-Cola.  The  Group  has  bottled  and  dis- 
tributed Coca-Cola  soft  drinks  in  the 
Kingdom  since  1 988,  when  Coke  returned  to 
the  area  after  a  30-year  absence.  The  new 
Reynolds  venture,  United  Arab  Can 
Manufacturing  Company,  which  came  on- 
stream  in  January  1997,  supplies  the  bottling 
plants.  This  new  plant  also  drew  on  the  con- 
struction and  project  management  skills  of 
Olayan's  partnership  with  Bechtel. 
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global  achievements. 
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Looking  to  the  future, 
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established  relationship > 


and  respect,  wii 
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We  proudly  salute  the 
Olayan  Group  of  Companies 

on  their 

50th  Anniversary 


The  Chase  Manhattan  Bank 


CHASE.  The  right  relationship  is  everything." 


Thermo  Electron 
Corporation 

A  Perpetual 
Idea  Machine 


http://www.thermo.com 
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The  needs  of  the  Group's  customers  and 
partners  have  increasingly  prompted  other 
joint  ventures  in  the  manufacturing  of  con- 
sumer products.  The  relationship  typically 
begins  with  the  initial  distribution  of  one 
product  and  progresses  to  several.  Kimberly- 
Clark  is  a  prime  example.  Originally,  The 
Olayan  Group  simply  distributed  Kimberly- 
Clark's  consumer  products,  such  as  Kleenex 
tissues.  In  1969,  the  Group  won  a  license  to 
build  in  Al-Khobar  the  first  paper  tissue  con- 
verting plant  in  Saudi  Arabia.  More  recently, 
the  joint  venture  Olayan  Kimberly-Clark 
Arabia  has  built  a  regional  mill  to  manufac- 
ture the  semi-processed  raw  material  used  in 
paper  tissue  converting.  Khaled  Olayan  was 
instrumental  in  developing  that  project.  "It's 
developing  well  and  we 
should  have  substantial 
growth  this  year  thanks 
to  new  export  markets 
(especially  in  Europe 
and  Russia)  opening  up 
and  a  drop  in  the  price 
of  raw  materials,"  he 
says.  Now,  the  Group  is 
manufacturing  a  grow- 
ing proportion  of  the 
consumer  products  it 
once  imported  and  mar- 
keted in  Saudi  Arabia. 
Partnerships  with 
Colgate-Palmolive  and 
Nabisco  are  other  prominent  examples  of  this. 
Increasingly,  locally  manufactured  products 
are  also  being  exported  to  other  members  of 
the  Gulf  Cooperation  Council  and  several 
countries  farther  away. 

The  Contribution  to  Saudi  Arabia 

The  Olayan  Group's  partnerships  have  made 
a  significant  contribution  to  the  Saudi 
economy,  working  toward  achieving  higher 
living  standards  and  greater  opportunities  for 
millions  of  Saudis  from  the  country's  vast  oil- 
derived  wealth.  From  the  beginning,  the 
Group's  growth  has  reflected  its  strong  ties  to 
and  roots  in  the  Kingdom's  social  and  eco- 
nomic development.  When  the  demand  was 
simply  for  products,  the  Group,  through  its 
trading  and  distribution  subsidiaries,  import- 
ed them.  When  the  economic  plans  for  the 


Kingdom  called  for  an  increase  in  domestic 
manufacturing,  the  Group  responded,  con- 
verting many  of  its  trading  relationships  into 
manufacturing  joint  ventures. 

Olayan  Saudi  Holding  Company,  which 
manages  many  of  the  Group's  operating  compa- 
nies in  the  Kingdom,  has  a  central  role  in  the 
Group,  overseeing  several  independent  sub- 
sidiaries employing  some  2,000  people  and  han- 
dling a  large  variety  of  individual  brands  and 
product  lines.  These  companies  manufacture, 
import,  export,  distribute,  sell  and  service  prod- 
ucts from  scores  of  international  companies. 

Altogether,  The  Olayan  Group  has  more 
than  50  joint  ventures  with  companies  world- 
wide, and  other  Saudi  investors,  each  making 
a  unique  contribution  to  Saudi  Arabia  and  its 
people.  The  heavy 
equipment  manufac- 
turers enabled  the 
Kingdom  to  import 
the  most  advanced 
equipment  when  it 
was  building  its  infra- 
structure. In  the  con- 
sumer products  sector, 
the  Group  helped 
ensure  that  consumer 
choice  was  as  broad  in 
Saudi  Arabia  —  and 
the  quality  as  high  — 
as  it  is  in  the  industri- 
alized countries. 
Finally,  the  Group's  continuing  investment  in 
manufacturing  is  creating  jobs  in  the 
Kingdom  and  introducing  skills  that  a  mod- 
ern economy  needs. 

The  Group  has  promoted  the  transfer  of 
technology  by  forging  partnerships  with  inter- 
national companies  and  by  making  its  own 
investments  in  state-of  the-art  factories  and 
training  people  to  operate  them.  Now  the 
emphasis  in  manufacturing  is  switching  from 
import  substitution  to  manufacturing  for 
export.  Abdallah  Al-Mouallimi,  vice  chairman 
of  Olayan  Financing  Company,  points  out 
that  the  Group's  aluminum  products  company 
is  exporting  window  frames  and  other  alu- 
minum building  products.  He  is  quick  to  add 
that  exports  of  other  products  —  such  as  plas- 
tic packaging  produced  by  Olayan's  joint  ven- 
ture with  the  Italian  Manuli  Group  —  could 


Olayan's  distribution  network 
reaches  countless  small  groceries, 

which  still  account  for  the 
largest  proportion  of  overall  sales 
of  fast-moving  consumer  goods 
in  Saudi  Arabia. 
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Manuli  Group. 
The  formula  of  a  great  industrial  success. 


The  Saudi  Plastics  Product  Company 
in  Riyadh  is  one  of  many  industrial 
investments  in  which  Olayan  plays 
an  active  management  role. 

increase  dramatically  once  Saudi  Arabia's 
membership  in  the  World  Trade  Organization 
is  confirmed.  "We  are  already  exporting  close 
to  1 5%  of  our  production  in  Saudi  Arabia. 
This  could  easily  rise  to  50%  once  we  join  the 
WTO  and  other  countries  lower  their  tariffs 
on  our  goods,"  he  says. 

Senior  Olayan  executives  stress  that  the 
Group's  contribution  to  the  Kingdom's  econ- 
omy should  not  be  judged  just  in  terms  of 
goods  and  services.  "Maybe  our  most  impor- 
tant contribution  has  been  our  management 
structure,"  says  Lubna  Olayan.  "We  were  one 
of  the  first  companies  to  develop  beyond  the 
classic  family  company  structure."  Khaled 
Olayan  makes  the  same  point:  "We  believe 
that  our  business  should  not  necessarily  be 
driven  and  led  only  by  family  members." 

Non-family  members  of  the  board  agree. 
"The  succession  is  not  an  issue  here,"  says 
Akram  Hijazi.  "Family  members  who  run 
operating  businesses  are  used  to  reporting  to 
non-family  members."  Khaled  sums  up  by  say- 
ing: "We  run  on  the  principle  that  those  who 
are  best  qualified,  whether  they  are  Olayans  or 
not,  will  assume  the  senior  positions." 

Executives  who  have  joined  the  Group  from 
other  international  corporations  concur.  Clive 
Minto,  who  joined  Olayan  last  year  as  president 
of  Olayan  Saudi  Holding  Company,  says:  "The 
Group's  international  executive  group  would 
match  that  of  companies  with  which  I  am  famil- 
iar." Minto  was  previously  executive  vice  presi- 
dent of  Canadian  Tire,  and,  before  that,  presi- 
dent and  chief  executive  of  Pepsi-Cola  Canada. 

However,  this  does  not  at  all  detract  from 
the  fact  that  Suliman  Olayan,  78,  still  exerts 


manuli 
stretch 

The  Manuli  Stretch  products  cover  a  full  range  ol  stretch  films,  made  entirely 
of  100%  recyclable  linear  low-density  polyclhy lene  (I.I.DPF). 

manuli 
film 

The  Manuli  Film  products  cover  a  lull  range  of  Bi-Oriented  Polypropylene  Film, 
hold  single  and  multi-layer,  in  a  wide  range  of  thicknesses. 


manuli 
autoadesivi 

The  Company  ol  (lie  Croup  specialized  in  Carton  Scaling  Tapes. 


The  Company  of  the  Group  specialized  in  masking  and  industrial  tapes. 
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HEADQUARTERS: 
Via  Vittor  Pisani,  22  -  20 1 24  Milan  -  ftal) 
Tel.  +  39(0)2-677414.1- Fax.+39(0)2 -66735234/232 
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m manuli 
I  RUBBER  INDUSTRIES 

Manuli  Kul)l>er  Industries  design,  manufacture  and  market  fluid  convey  ing  rubber  and 
metal  components  and  systems  for  hydraulic,  automotive  and  oil  &  marine  applications. 
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HEADQUARTERS: 
\  iale  Lombardia,  51  -  20047  Brugherio  -  Milan  -  Italv 
Tel.+39(0)39-2123J-  Fax. +39(0)39-2 123.382 
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Scania 

The  Swedish  truck  manufacturer  Scania  is  today  the  fourth  biggest  in  the 
world,  producing  vehicles  for  heavy  transport  applications.  With  production 
in  Europe  and  Latin  America,  Scania  is  one  of  the  most  profitable  companies 
in  its  sector.  In  1996,  turnover  totaled  U.S.  $4.5  billion. 

Scania  products  -  trucks,  buses  and  industrial  and  marine  engines  -  are 
marketed  in  more  than  100  countries  worldwide.  In  the  Middle  East,  Scania, 
for  decades,  has  held  a  strong  position  and  enjoys  a  growing  business. 


Our  sincere 
congratulations  to 
The  Olayan  Group  on 
their  anniversary  and 
to  their  achievements 
in  the  Kingdom  of 
Saudi  Arabia. 

Scania  is  proud  to 
have  been  associated 
with  the  Olayan  Group 
for  the  past  15  years 

through  General 
Contracting  Company. 


SCANIA 


strong  and  inspired  leadership,  putting  in  long 
business  days,  or  that  each  of  his  four  children 
has  earned  a  spot  of  his  or  her  own  in  the 
Group's  executive  corps.  In  addition  to  Khaled 
and  Lubna,  Hutham  Olayan  is  president  and 
CEO  of  the  Group's  New  York-based  invest- 
ment subsidiaries  for  the  U.S.,  and  Hayat 
Olayan  is  vice  president  of  Olayan  Saudi 
Holding  Company,  overseeing  its  operations 
in  Saudi  Arabia's  Western  Province. 

 Strength  and  Diversity  


Clearly,  one  of  the  Group's  strong  points  is 
the  balance  it  derives  from  being  diversified. 
Lubna  Olayan  points  out  that  when  the  worlds 
financial  markets  suffered  in  1 987,  and  again  in 
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1992,  it  was  the  Saudi-based  operating  compa- 
nies that  had  a  balancing  effect  on  the  overall 
equation.  "Now  Saudi  Arabia  is  coming  out  of 
a  period  of  economic  downturn,  which  is  good 
for  us."  She  adds  that  the  strength  of  oil  prices 
last  year  and  in  the  first  pan  of  1997  had 
helped  the  country's  cash  flow  and  should  lead 
to  the  government  running  a  balanced  budget 
or  even  registering  a  surplus.  This  should  help 
the  country  to  rebuild  its  financial  assets,  which 
were  diminished  as  a  result  of  the  Gulf  War. 

Khaled  Olayan  stresses 
that  the  diversity  of  the 
Group's  business  will 
make  it  easier  to  inte- 
grate into  the  world 
economy.  This  is  likely 
to  accelerate  following 
Saudi  Arabia's  determina- 
tion to  join  the  World 
Trade  Organization.  "I 
think  we  are  fortunate  to 
be  well  positioned  for 
full  integration  in  the 
global  economy.  We  have 
a  long  experience  of  buy- 
ing things  from  outside 
Saudi  Arabia  and  we  have  also  been  major 
players  in  several  businesses  overseas,"  he  says. 
"Joining  the  WTO  is  the  next  step  for  the 
country.  The  question  is,  how  do  we  adjust?" 

The  Group  has  already  started  to  prepare 
for  the  change,  becoming  a  partner  in  the 
Saudi  Industrial  Exports  Company,  a  company 
designed  to  help  Saudi  exporters  break  into 
new  markets.  "So  far  we  have  tried  to  sell  our 
products  directly,  but  as  our  targets  become 
higher  we  may  need  outside  distributors,"  says 
Al-Mouallimi. 

The  international  investment  businesses  bol- 
ster the  other  side  of  the  equation.  As  with  its 
operating  businesses,  the  Group's  investment 
strategy  is  to  take  the  long-term  view.  It  is  not 
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Distribution  activities  include 
heavy  equipment  like  this  Case 
International  combine,  shown 
harvesting  corn  last  winter  in 
the  Qassim  north  of  Riyadh. 


The  Chase  Manhattan  Corporation 

"The  Right  Relationship  is  Everything.  The  Chase  brand  evolved  logically 
from  our  merger.  The  combination  gave  us  tremendous  scale,  product  scope 
and  geographic  reach,  enabling  us  to  deliver  a  new  standard  in  relationship- 
based  service  for  clients  of  the  sophistication  and  quality  of  The  Olayan 
Group  of  Companies." 

Walter  V.  Shipley,  Chairman  and  Chief  Executive 


afraid  of  building  up  sizable  stakes  in  compa- 
nies and  assets  it  likes.  "In  that  way,  we  are 
rather  like  Warren  Buffett,"  Hijazi  says.  The 
companies  the  Group  invests  in  must  be  of 
high  quality,  liquid  and  have  a  decent  cash 
flow.  "Emerging  markets  and  Asia  are  not  a  big 
part  of  the  portfolio.  It  is  not  a  question  of  us 
taking  a  dim  view  of  these  markets,  but  of  our 
own  limitations,  because  we  manage  the  invest- 
ments ourselves.  In  Asia  and  in  emerging  mar- 
kets we  would  have  to  give  money  to  others  to 
manage,"  Hijazi  says. 
The  Group's  hands-on 
investment  strategy  has 
paid  off  beautifully: 
"We  have  outperformed 
the  S&P  and  Dow  Jones 
indices  by  a  meaningful 
percentage  over  several 
years,"  Hijazi  declares. 

According  to  execu- 
tives, the  Group's  long- 
term  emphasis  springs 
from  the  values  instilled 
by  Suliman  Olayan, 
who  limits  the  amount 
of  money  he  and  his 
family  take  out  of  the  business.  "Over  the  last 
20  years,  the  average  dividend  paid  to  share- 
holders has  been  below  4%,"  says  Hijazi.  "That 
means  the  Group  is  reinvesting  96%  of  its  prof- 
its every  year  in  the  business."  There  could 
hardly  be  clearer  evidence  of  the  shareholders' 
commitment  to  the  Group. 

Although  it  has  never  tapped  the  capital 
markets  nor  requested  a  credit  rating,  The 
Olayan  Group  is  clearly  one  of  the  prime 
names  in  the  region.  Its  lead  bankers  include  a 
who's  who  of  the  world's  top  banks.  Suliman 
Olayan  himself  sat  on  the  board  of  Credit 
Suisse  First  Boston  until  1995,  served  on  the 
international  council  of  J. P.  Morgan  for  1 1 
years  and  was  the  founding  chairman  of  the 
Saudi-British  Bank,  on  whose  board  he  still 
serves.  Hijazi  says  that  the  Group's  relations 
with  its  bankers  have  always  been  close:  "We 
provide  the  banks  with  audited  financial  state- 
ments, detailed  management  information  and 
any  other  financial  information  they  may 
require.  This  transparency  has  helped  us  devel- 
op very  solid  relationships  with  our  bankers, 
akin  to  partnerships." 


Looking  Forward  to  the  Future 

rhe  Olayan  Group's  financial  strength  and 
business  experience  put  it  in  a  strong  posi- 
ion  to  face  the  challenges  of  the  next  century, 
is  Abdallah  Al-Mouallimi  notes:  "The 
Group's  traditional  role  has  been  to  act  as  a 
iridge  between  Saudi  Arabia  and  internation- 
1  companies."  The  increasing  integration  of 
laudi  Arabia  with  the  regional  and  the  global 
conomy  will  mean  more  opportunities  for 
he  company's  bridge-building  capabilities. 

Says  Samir  Toubassy:  "As  we  look  to  the 
uture,  our  aim  is  to  further  strengthen  our 
trategic  alliances  with  key  principals  with  an  eye 
oward  growth  in  our  home  market  of  Saudi 
y-abia  and  expansion  in  the  Gulf,  the  Middle 
Last  and  beyond."  He  adds,  "We  are  not  inter- 
sted  in  growth  for  growth's  sake.  We  are  inter- 
sted  in  integrated,  long-term  growth  that  pro- 
luces  qualitative  as  well  as  quantitative  improve- 
nents.  Focusing  is  the  name  of  the  game  now  in 
iur  organization.  We  want  to  continue  doing 
tetter  the  things  which  we  already  do  well." 

Group  President  Aziz  Syriani  views  Jordan, 
.ebanon  and  Syria  as  promising  areas  for  the 


Credit  Suisse  Group 

"For  over  140  years,  our  Group  has  been  committed  to  providing  wholesale 
financial  services.  We  have  a  long  and  distinguished  record  of  partnerships 
in  banking  all  over  the  world:  among  them,  The  Olayan  Group. 

"As  Chairman  of  the  Board  of  Credit  Suisse  Group,  I  am  acutely  aware  of 
the  great  responsibility  entrusted  to  our  organization:  Now  more  than  ever, 
our  customers  look  to  us  as  a  trusted  partner,  as  we  do  them.  We  continue 
in  this  direction  and  believe  in  long-term  relationships  combining  continuity 
and  innovation  for  the  best  and  mutual  benefit  of  both  partners." 
Rainer  E.  Gut,  Chairman  of  the  Board 


Group's  expansion,  as  well  as  Egypt.  Through 
its  affiliate,  Egypt  Finance  Company,  the 
Group  is  actively  running  investments  in  that 
country's  tourism,  industrial  and  financial 
markets.  Syriani  also  sees  a  need  for  traditional 
merchant  banking  (investment  banking)  in  the 
Gulf  and  Saudi  Arabia.  The  coming  wave  of 
privatization  in  the  region  has  clearly  influ- 
enced the  Group's  thinking  on  this. 

What  the  Group  will  not  do  is  change  its 
principles.  "The  chairman,  Suliman  Olayan, 
has  totally  embedded  his  business  and  personal 
values  in  the  Group,"  Syriani  says.  "Other 


executives  share  his  philosophy  and  have  fur- 
ther developed  it  with  his  enthusiastic  support, 
so  I  do  not  see  the  Group's  basic  principles 
changing.  What  I  do  see  is  that  we  will  con- 
tinue to  meet  the  opportunities  and  react  to 
the  changes  in  the  economic  environment  and 
in  our  consumer  markets." 

Will  Ollard  is  a  London-based  financial 
writer  specializing  in  the  Arab  world 
and  Latin  America.  He  is  editor  of 
The  Arab  Banker  and  Latin  American 
Economy  &  Business. 


Around 


The  World, 


The  #1  Name 


For  Power 


Is  Cummins. 


In  Saudi  Arabia, 


The  #1  Name 


For  Cummins 


Is  Olayan-GCC. 


High-tech  wealth 

Rich,  young  and  often  eccentric,  today's  silicon  entrepreneurs  haven't 
yet  come  to  terms  with  their  new-found  money.  One  thing  is  for  sure: 
They  love  to  put  fancy  new  cars  in  all  those  startup  garages. 


By  Robert  X.  Cringely 


Graham  Spencer  wants  blue  hair. 

"I  have  tried  three  times  to  dye  my  hair  blue,"  says  the 
slender  computer  expert.  "Once  I  used  blue  food  color- 
ing, and  twice  I  used  grape  Kool-Aid,  but  each  time  it  just 
washed  right  out.  The  trick,  I'm  told,  is  to  first  bleach  my 
hair  white  and  then  use  the  food  coloring,  but  that  could 
take  as  much  as  six  hours.  I  don't  have  six  hours, 
ever." 

Graham  Spencer,  a  once-and-future  blond,  is      Graham  Spencer, 
the  25-year-old  chief  technical  officer  for  Excite     chief  technical  guru 
Inc.,  an  Internet  navigation  company.  He  is  also  at  Excite 


Excite's  largest  individual  shareholder,  owning  4.6%  of  the 
company.  Excite  shares  are  volatile,  but  on  this  particular 
bad-hair  day  Spencer's  569,340  shares  are  worth  just  over 
$9  million.  That  is  down  from  the  company's  IPO  price, 
but  way  up  from  three  years  ago,  when  Excite  was  found- 
ed in  a  Palo  Alto,  Calif,  garage  with  capital  of  $18,000. 
Way  up. 

And  what  does  a  young  Silicon  Valley  mil- 
lionaire do  with  his  money?  Not  buy  a  house: 
Spencer  still  shares  with  several  of  his  company 
cofounders  a  rented  tract  house  in  Cupertino, 
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Helping  our  customers  get  on 
course  is  just  one  of  our  keys 
to  customer  satisfaction. 


Helping  them  stay  there  is  the  other. 


At  Dana  Commercial  Credit  Corporation, 
re've  committed  ourselves  to  developing  leasing 
rograms  and  financial  services  that  help  our 
ustomers  set  a  course  for  success. 

Whether  helping  a  small  business  lease  a 
omputer;  administering  a  private-label  leasing 
rogram  for  a  manufacturer;  or  structuring  a 
omplex,  multimillion  dollar  sale  leaseback; 
7e  go  to  great  lengths  to  meet  our  customers' 
eeds  -  domestically  and  internationally. 

This  commitment  to  customer  satisfaction 
as  helped  make  DCC  the  recipient  of  the  1996 
4alcolm  Baldrige  National  Quality  Award  in 
he  service  category. 


What  does  this  mean  for  our  customers? 
It  means  they  are  working  with  a  partner 
that  knows  the  hazards  and  thinks  one  shot 
ahead.  It  means  finding  solutions  that  put  our 
customers  in  position  to  go  for  the  green. 

At  DCC,  we're  proud  of  the  recognition  our 
high  standards  of  customer  satisfaction  have 
received.  We're  even  more  proud  of  getting  our 
customers  on  the  course  for  success  -  and  helping 
them  stay  there. 


vonipany 


DANA  COMMERCIAL  CREDIT 


..PTtdiie:  419-322-7400  ■  \ww.daiia.com/dcc 
United  States        ■        Canada        ■        United  Kingdom        ■        Switzerland       ■        Germany       ■  France 


EOPLE 


though  being  chief  techie  does  score  him  a  private  bath. 
His  only  purchases  to  date  are  a  nontrivial  collection  of 
punk  rock  CDs  and  a  Toyota  4Runner  sport  utility  vehicle. 
"I  wanted  the  tricked-out  model  with  all  the  toys,  but  it 
only  comes  with  leather  seats,"  Spencer  explains.  "As  a 
vegetarian  I  couldn't  in  good  conscience  buy  a  car  with 
leather  seats,  so  I  settled  for  the  cheaper  model." 

Welcome  to  high-tech  wealth  in  the  1990s, 
where  Graham  Spencer  is  the  norm  and  Larry 
Ellison  is  not. 

In  the  last  25  years  high-tech  business  has 
yielded  more  than  7,000  millionaires  and  per- 
haps a  few  dozen  billionaires,  nearly  all  of  them 
self-made.  This  is  the  youngest,  best-educated 
population  of  rich  people  in  history.  What  do  they  do  with 
their  money?  How  do  they  feel  about  their  wealth?  What 
legacy  do  they  intend  to  leave  for  their  children?  And  how 
do  they  compare  with  previous  generations  of  nouveaux 
riches? 

Most  high-tech  entrepreneurs  seem  to  have  a  love-hate 
relationship  with  money.  They  are  uneasy  with  their 
wealth,  as  if,  having  come  so  fast,  it  might  suddenly  go 
away.  They  have  yet  to  claim  their  role  as  philanthropists 
and  community  leaders,  as  though — even  in  their  mid- 
30s — they  are  still  the  bright  kids  they  were  when  their 
companies  were  starting  out. 

Intelligence  is  at  the  center  of  this  story.  In  the  high- 


tech enclaves  of  Seattle,  Silicon  Valley,  Texas  and  Utah,  IQ 
is  what  counts.  Knowledge  literally  is  power,  while  money 
is — well,  just  money.  This  is  not  surprising.  Most  of  the 
businesses  were  started  with  relatively  small  amounts  of 
money,  and  owe  their  success  to  brains,  not  bank  loans  or 
family  money. 

"Having  money  is  great,  but  this  industry  is 
driven  by  success,"  says  Judy  Estrin,  chief  exec- 
Ann  Winblad  of  the     utive  of  Precept  Software,  an  Internet  startup, 
venture  capital  firm     "Society  in  the  Valley  is  connected  through  tech- 
Hummer  Winblad      nology,  not  money."  Precept  is  Estrin's  third 
Venture  Partners      startup  in  the  past  fifteen  years;  she  has  already 
taken  public  Bridge  Communications  and  Net- 
work Computing  Devices.  Estrin  is  also  a  direc- 
tor of  Federal  Express,  Rockwell  International  and  Sun 
Microsystems. 

The  grayest  of  high  tech's  gray  heads  agrees.  "We 
learned  long  ago  that  knowledge  was  more  important  than 
a  corporate  title,"  said  Intel  founder  Gordon  Moore.  "It 
was  important  to  put  the  power  in  the  organization  where 
the  knowledge  was,  so  that's  what  we  tried  to  do." 

Knowledge  is  something  these  newly  rich  people  under- 
stand much  better  than  they  do  the  money  that  knowl- 
edge helped  them  earn.  That's  because  they  have  spent  a 
lifetime  seeking  education  and  experience  but  may  have 
only  lately  stumbled  over  a  pile  of  dollars  following  a  com- 
pany IPO  or  buyout.  "We  were  the  kids  from  the  a/v  club 
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"SalesLogix 
a  true  sales  automation  tool 
that's  as  easy  to  use  as  act! 
i  oughta  know." 


Pat  Sullivan  is  President  and  CEO 
oj SalesLogix  Corp.  Before  launch- 
ing SalesLogix,  Pat  was  co-founder 
and  CEO  of  Contact  Software  Intl., 
the  original  developer /marketer  of 
ACT!  and  creator  of  the  contact 
management  category. 


Along  w  ith  an  airay  oj  contact 
management  features,  you  gel 
sales  automation  that's  easily 
customized  to  work  the  way  you 
do.  You  can  manage  accounts,  move 
deals  through  the  pipeline,  even 
synchronize  data  via  the  Internet. 


"Ever  wonder  why  they  call  it 
es  Force  Automation  software? 
Because,  until  now,  you  had  to 
it  your  sales  people  to  use  it. 
Sales  people  hate  the  whole 
a  of  sales  automation.  And  they 
ipise  most  SFA  software.  They'd 
ler  just  keep  on  using  a  simple 
itact  manager  like  ACT!" 
Which  makes  me  smile  because, 
iou  can  see  from  the  blurb  at 


the  top  of  this  page,  1  had  a  lot  to  do 
with  its  development  and  success. 

So  it  won't  surprise  you  that 
SalesLogix'"  looks  and  feels  much 
like  ACT!  But  you'll  be  amazed  that 
a  system  this  easy  to  use  gives  you 
the  power  to  transform  a  buncn  of 
mavericks  into  a  cohesive  team. 

Your  sales  force  won't  just  use 
SalesLogix.  They'll  love  it. 

And  so  will  you.  Because,  in 


addition  to  being  affordable,  it 
delivers  all  the  automation  you've 
been  craving,  including  sales 
forecasting,  graphical  customized 
reports,  group  scheduling  and  the 
ability  to  share  data  across  your 
entire  sales  organization. 

For  a  free  demo  disk  introducing 
the  next  generation  of  sales  soft- 
ware, act  now  Call  800-540-7092 
or  visit  www.saleslogix.com." 


SALES 
LOGIX 
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The  story  of  the  Los  Angeles  Times. 

It  takes  a  great  newspaper  to 
cover  Southern  California. 


When  General  Harrison  Gray  Otis 
became  publisher  of  the  Los 
Angeles  Times  in  1882,  L.A.  was  a  quiet 
dusty  town.  His  paper  was  a  mere  4 -page 
daily  serving  only  about  12,000  people. 
Today,  this  same  small  town  has  grown 
into  one  of  the  world's  leading  economic 
centers,  and  the  Los  Angeles  Times  is 
now  considered  one  of  the  nation's  most 
influential  newspapers. 

The  entrepreneurial  spirit  of  Gen- 
eral Otis  and  other  early  leaders  helped 
transform  Southern  California's  potential 
into  reality.  Recognized  as  the  world's  entertainment 
capital,  Los  Angeles'  diverse  economic  base  also 
spans  industries  ranging  from  biotechnology  to  satellite 
development  and  auto  design  to  textile  manufacturing. 
And  the  Los  Angeles  Times  has  covered  the  region  and 
these  industries  since  the  beginning. 

With  three  regional  editions,  a  Washington 
D.C.  edition,  38  national  and  foreign  news 
bureaus,  and  one  of  the  industry's  largest 
editorial  staffs,  The  Times  is  among 
the  country's  most  influential  and 
^\^J    acclaimed  information  providers. 

Time  magazine  has  called  the 
Los  Angeles  Times 
one  of  the  top 
three  papers  in 
the  country  and, 
since  1942,  the 
paper  has  been 
honored  with  20 
Pulitzer  Prizes, 


The  Pulitzer  Prize  is 
journalism 's  highest  honor. 
The  Los  Angeles  Times  has 
been  recognized  with  20  of 
these  awards  since  1942. 


For  over  116  years,  the 
Los  Angeles  Times  has  covered 
Southern  California. 


journalism's  most  prestigious  award 

And  this  same,  one-time  provinq 
newspaper  has  also  been  the  economic 
engine  behind  the  development  of  Tin 
Mirror,  one  of  the  400  largest  U.S.  corjj 
rations  and  one  of  the  most  respected  ne 
and  information  publishers 

Although  a  leader  in  quality  joil 
nalism,  the  Los  Angeles  Times  —  an< 
other  major  newspapers  —  nonethele 
face  a  juggernaut  of  competition  in 
today's  increasingly  complex  instant- 
access  media  world.  Vying  for  time  a 
attention,  newspapers  compete  against  other  news 
pers,  broadcast  television,  a  seemingly  ever-increas 
number  of  cable  television  channels,  radio,  the 
Internet  —  and  even  the  beach.  Competition  in  t 
media  and  infor- 
mation industry 
has  never  been 
more  intense. 

But  with 
this  broader  and 
faster  access  to 
an  unprecedented 
array  of  informa- 
tion comes  the 
need  for  analysis, 
perspective  and 
interpretation. 

If  ever  a  news  event  underscored  this  need  fo 
analysis  while  posing  a  challenge  to  newspapers'  do 
nance  as  an  information  provider,  it  was  the  Gulf  W 
Enormous  numbers  of  people  turned  to  television  for 


Dorothy,  Norman  and  Otis  Chan 
During  his  20  years  as  publish 
Otis  lead  the  drive  for  excellen 
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According  to  Time  magazine,  the  Los  Angeles  Times  is  one  of 
Americas  three  best  newspapers. 


images  of 

but  they  turned  to  newspapers  like  the  Los  Angeles 
;s  for  context  and  analysis. 
"During  the  Gulf  War,  viewership  of  TV  was 
!'  observed  Richard  T.  Schlosberg,  III,  Times 
sher  and  CEO.  "But  people  still  didn't  know  what 
going  on.  To  provide  coverage  and  analysis,  we 
ned  over  90  reporters,  editors  and  photographers  — 
:  than  any  other  newspaper.  Our  daily  circulation 
up  by  100,000  copies  a  day.  What  people  wanted 
was  an  explanation.  That's  what  they  got  from  the 
\ngeles  Times!' 

The  Times'  reporting  was  recognized  as  the  most 
isive  and  informative  of  the  war,  and  demonstrated 
newspaper  coverage  provides  the  depth  and 
/sis  not  available  elsewhere.  "That  is  a 
n  as  to  what  role  a  newspaper  can  play 
i  increasingly  complicated  society," 
3sberg  added. 

The  Los  Angeles  Times  vision  of  its 
as  an  information  provider  extends 
nd  the  pages  on  which  it  is  printed.  Its 

of  innovation  and  tradition  of  editorial 
Hence  led  the  company  to  create  one  of 
lost  widely  praised  Internet  Websites  — 
ies.com.  The  site,  which  receives  more 
1.2  million  "hits"  per  day,  includes 


"We  can  provide  the  in-depth 
analysis  that  people  need  to  have 
and  want  to  have  so  they  can 
understand  the  world  around 
them  "     _  Mark  H  Wllles  CEO 

Times  Mirror 


archives  of  the  paper's  more 
recent  editorial  material  plus 
access  to  a  vast  bank  of  informa- 
tion about  Southern  California. 

Innovation,  entrepreneurial  spirit,  a  commitment 
to  its  community  and  a  commitment  to  excellence  are 
at  the  core  of  the  success  of  the  Los  Angeles  Times,  a 
company  self-made  in  California. 


"Entrepreneurs  and  visionaries  are  what  made  this  state 
great.  And  California's  story  of  innovation  and  leadership  is 
just  beginning"  _ Governor  Pete  Wilson. 

Self-Made  in  California  celebrates 
California  entrepreneurs  and  companies 
whose  vision  and  daring  have  shaped  the 
20th  Century.  Watch  for  this  special 
presentation  airing  on  CNBC  cable 
network  July  13th  at  4:30  pm  EST,  1:30  pm  PST. 


in  school,  the  dweebs  and  nerds,  but  now  we  have  the 
power,"  says  Christine  Comaford,  president  of  planet  U, 
a  San  Francisco-based  startup  doing  consumer  promotions 
over  the  Internet.  This  is  the  second  software  startup  for 
Comaford,  35,  who  has  also  founded  three  other  service 
companies. 

Most  of  these  people  have  a  passion  for  tech- 
nology, not  money.  It  is  not  a  job  for  them;  it  is 
a  mission.  Though  rich,  they  continue  to  be 
driven.  Being  part  of  the  game  requires  staying 
connected.  Pull  out,  and  you  lose  your  connec- 
tivity. It  isn't  enough  to  talk  on  the  phone  or 
communicate  over  the  Internet;  these  people 
have  to  be  physically  in  die  same  place,  bumping  into  each 
other  at  lunch  and  doing  deals.  That  means  staying  close 
to  Silicon  Valley  or  Seattle  or  wherever  high  tech  thrives. 

And  these  are  places  where  conspicuous  consumption, 
as  it  is  generally  understood,  is  out.  "Having  money  has 
made  my  life  a  bit  more  comfortable,"  said  Estrin.  "I  fly 
first  class,  have  full-time  child  care  and  don't  have  to 
budget  much.  That's  it." 

"There  were  stories  back  in  the  1980s  of  conspicuous 
consumption,"  recalls  Ann  Winblad,  general  partner  at 
Hummer  Winblad  Venture  Partners  in  San  Francisco, 
Calif,  an  immensely  successful  venture  capital  firm. 

"There  was  the  Eagle  Computer  guy  who  died  in  his 


Ferrari  on  the  day  of  his  IPO,  and  the  Phoenix  Technolo- 
gy founder  who  backed  Broadway  shows.  But  that  was  a 
long  time  ago.  Today  everything  moves  too  fast.  If  you 
take  time  to  buy  a  boat,  you  lose  your  place.  It's  an  indus- 
try on  steroids.  We  have  a  hive  of  worker  bees.  But  where 
is  all  this  money?  It  doesn't  show.  In  part  that's 
because  a  lot  of  it  is  not  liquid. 
Jerry  Fiddler,  "Look  at  Jerry  Yang  at  Yahoo!  or  Jerry  Fid- 

cofounder  and        dler  at  Wind  River  Systems.  Wind  River  has  ani 
chairman  $860  million  market  cap.  Jerry  Fiddler  held 

of  Wind  River        most  of  his  stock,  and  he  is  worth  major  money. 

And  there  are  aborts  of  Jerry  Fiddlers  around] 
not  spending  their  money.  Nine-figure  numbers 
are  big  numbers." 

"What  if  it  all  goes  away?  I  count  on  that,"  says  Fiddler, 
the  lanky  academic  who  is  cofounder  and  chairman  of] 
Wind  River,  a  maker  of  operating  system  software  for| 
embedded  systems.  Wind  River  is  the  Microsoft  of  code 
that  runs  on  your  car's  engine  computer,  for  example,  or 
in  some  piece  of  medical  equipment.  Wind  River's  Torna- 
do software  also  powers  Oracle's  upcoming  network  com- 
puter. "History  shows  that  lots  of  people  lose  it,  so  learn- 
ing to  count  on  assets  is  a  big  mistake.  I  live  in  a  better 
house,  but  it  is  four  blocks  from  my  old  house.  I  drive  aj 
better  car,  but  not  that  much  better.  For  the  most  part,, 
having  money  has  only  complicated  my  life." 
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IS  YOUR  INVESTMENT 
PLAN  DRIVEN 
BY  UNCERTAINTY? 


•97  PaineWebber  Member  SIPC 


there  is  one  certainty  about  investing, 
it's  that  the  markets  are  always  changing. 

There  are  ups  and  downs.  There  are 
opportunities  and  risks.  And,  for  every 
investor,  there  are  moments  of  uncertainty. 

OR  FUELED  BY  A  PHILOSOPHY? 

At  Paine  Webber,  that's  why  we  offer 
you  more  than  an  investment  plan. 

We  work  with  you  to  develop  an 
investment  philosophy.  One  that  begins  with 
understanding  each  of  your  individual  invest- 
ment goals,  as  well  as  how  much  risk  you  can 
tolerate  along  the  way. 

Only  then  do  we  begin  looking  at 
ways  to  help  get  you  where  you  want  to  go. 

By  building  an  investment  plan  that's 
right  for  you. 

Implementing  that  plan  based  on 
your  long-term  goals. 

Monitoring  its  performance. 

And  regularly  evaluating  your 
investment  allocations. 

That's  more  than  a  plan.  That's  a 
foundation  upon  which  you  can  build  a 
better  financial  future. 

So  that,  while  the  market  will  always 
have  its  uncertainties,  your  approach  to 
investing  won't. 

PaineVfebber 
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Like  nearly  every  other  rich  person  in  this  story,  Jerry 
Fiddler  didn't  start  his  company  to  get  rich.  "I  was  at 
Lawrence  Berkeley  National  Laboratory  and  getting  tired 
of  government  work.  My  background  was  in  music — I  was 
trained  as  a  composer.  I  wanted  to  have  more  personal 
freedom,  and  I  wanted  to  do  some  computer  music,  which 
back  then  you  had  to  do  by  first  building  the  computer. 
So  I  started  a  consulting  business  that  would 
allow  me  to  get  some  gear.  But  somehow  I 
never  did  any  computer  music.  Instead,  I  built  a 
company." 

Yes,  they  all  do  buy  cars,  the  newly  rich,  and 
some  of  them  buy  houses,  too,  though  not 
David  Filo,  cofounder  of  Yahoo!  Inc.,  who  is 
worth  $120  million  yet  still  shares  with  a  roommate  the 
same  apartment  in  Mountain  View,  Calif.  Filo,  though  he 
does  not  have  blue  hair,  refuses  to  wear  shoes  at  work. 

Bigger  houses?  "There  is  no  real  estate  left  to  buy  with- 
out leaving  the  Valley,  and  nobody  can  risk  doing  that," 
says  Winblad.  "So  there  will  be  no  big  estates." 

Much  high-tech  wealth  has  very  humble  beginnings. 
It's  rare  for  a  high-tech  millionaire  to  come  from  a  wealthy 
background.  Usually  the:  i  are  t  first  people  in  their 
family  to  have  any  money  to  speak  of.  A  mpanies 
themselves  often  are  started  with  nothing  more  than  a 
credit  card. 

Ann  Winblad  started  a  software  company  in  Min  iota 
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in  the  late  1970s  and  used  food  stamps  to  help  fund  it.  "I 
held  three  jobs  in  college,"  she  says.  "I  practiced  crying 
spontaneously  so  I  could  get  a  loan  from  the  bank  to  buy 
our  first  computers.  I  used  food  stamps  to  feed  the  pro- 
grammers." It  must  have  worked,  because  Winblad  even- 
tually sold  that  first  software  company  and  moved  to  Cal- 
ifornia with  $6  million.  She  prizes  the  wealth  for  the  new 
options  it  gives  her.  "I  earned  enough  money  to 
leave  the  Midwest.  I  learned  that  winter  is 
optional.  When  I  was  growing  up,  talk  about 
money  in  my  family  was  all  about  making  ends 
meet.  This  is  a  whole  different  lifestyle  than 
making  ends  meet.  I  think  of  my  five  nieces  and 
nephews.  If  they  need  something,  I  can  just 
write  a  check.  There  was  nobody  around  who  could  write 
a  check  for  me."  They  can  write  a  check  for  their  kid's 
braces.  They  can  take  the  whole  family  to  Hawaii  for 
Christmas.  It's  not  so  much  the  doing  of  it  that  gives  them 
pleasure  as  the  knowledge  they  can  do  it  without  worry- 
ing about  how  to  pay  for  it. 

"It  was  not  my  intention  to  get  rich.  My  intention  was 
to  not  be  poor,"  said  Sandy  Lerner,  who  cofounded  Cisco 
Systems,  the  giant  network  hardware  company,  with  her 
then-husband,  Leonard  Bosack.  "We  worked  20  hours  per 
day,  saying  'the  check  is  in  the  mail'  over  and  over  to  ouri 
vendors.  In  1987  we  finally  got  money  from  our  seventi- 
eth or  eightieth  venture  capitalist.  But  by  that  time  we 
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Sandy  Lerner, 
cofounder  of 
Cisco  Systems 


helping  thousands  of  people  purchase  homes  at  the  same  address. 


WWW.COUNTRYWIDE.COM 


Get  a  special  rate  with  our  Gold  Credit'"  Home  Loan  when  you  apply  on  the  Internet 


Countrywide8 

HOME  LOANS 


Easy.  Really* 


Equal  Housing  Lender.  ©1997  Countrywide  Home  Loans.  Inc.  Trade/service  marks  property  of  Countrywide  Credit  Industries.  Inc.  and/or  its  subsidiaries.  5/97. 
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were  selling  $500,000  per  month  without  a  sales  force, 
entirely  over  the  Internet,  which  back  then  was  an  illegal 
thing  to  do.  Then  I  was  fired  by  the  venture  capitalists  in 
August  1990,  and  Len  walked  out  in  support  of  me.  After 
financing  the  business  on  our  credit  cards  for  three  years, 
we  had  a  four-year  vesting  agreement!  With  some  hassling, 
we  were  finally  allowed  to  vest,  got  the  stock  and  sold  it." 

Lerner  and  Bosack  walked  with  $200  million 
while  Cisco  has  grown  to  10,000  employees  and 
$6  billion  in  sales. 

If  it  pleases  them  to  make  light  of  money,  that 
doesn't  mean  they  are  much  on  giving  it  away. 
Maybe  it's  the  libertarian  ethic  that  underlies 
much  of  high  technology.  There  is  not  much  of 
a  philanthropic  tradition,  though  that  is  likely  to 
change  as  the  rich  get  older  and  broaden  their  view. 

So  how  do  these  people  express  their  success?  By  doing 
it  all  over  again.  These  people  don't  have  hobbies.  They 
don't  read  books  or  paint  or  travel.  They  start  companies. 
They  have  nothing  else  to  do.  There  is  no  way  out. 

Judy  Estrin  and  her  husband,  William  Carrico,  retired 
in  1994  with  the  idea  of  doing  a  little  venture  investing 
while  raising  their  young  son.  But  they  came  to  dislike  the 
at-arm's-length  role  of  the  venture  capitalist,  so  six  months 
later  they  started  another  company  from  scratch. 

Michael  Clair  lasted  a  little  longer  in  the  outside  world. 
"I  walked  out  of  SynOptics  (  ommunications  (now  Bay 


Networks)  on  my  45th  birthday,  after  six  years,"  said  Clair. 
"The  revenue  run  rate  was  $700  million.  I  went  to  play 
golf  for  a  year.  I  thought  I  was  going  to  play  for  life,  but 
there's  a  lot  more  to  life  than  golf,  I  learned.  And  it  was 
soon  clear  that  I  wasn't  going  to  cash  any  checks  on  the 
Senior  Tour." 

What  if  Mike  Clair  were  a  better  golfer?  What  if  he  did 
start  to  cash  checks  on  the  Senior  Tour?  Would 
he  have  stayed  with  golf?  Probably.  That's 
Jerry  Yang  and        because  the  point  of  all  this  founding  of  compa- 

David  Filo,  nies  is  to  be  competitive  and  to  win. 

the  Internet's  Having  given  up  his  dreams  of  golf  godhood, 

original  Yahoos  Clair  is  today  chairman  of  three  startup  compa- 
nies. This  is  a  family  thing,  too,  since  Clair's 
wife,  Audrey  MacLean,  has  been  a  founder  of  or 
original  investor  in  five  companies,  including  Network 
Equipment  Technologies,  Pure  Software  and  Pete's  Brew- 
ing (this  latter  is  hardly  high  tech,  but  still  provided  the 
ultimate  entrepreneurial  turn-on,  a  hot  IPO).  "Why  am  I 
doing  this?"  he  asks.  "It  is  interesting,  stimulating;  I  am 
making  a  contribution;  and  it  beats  what  I  might  other- 
wise be  doing." 

So  in  the  high-tech  community,  success  is  at  least  in  part 
measured  by  how  many  times  and  in  how  many  ways  you 
can  do  it  again.  Winning  once  isn't  enough.  You  have  toj 
keep  winning.  Even  Cisco  founder  Sandy  Lerner,  who 
repudiates  much  of  the  basis  of  Silicon  Valley  technolife, 
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It's  a  nearly  universal  paradox.  Ander 

Success  produces  growth.  Growth  of  the 
increases  organizational  size.  And 
size  becomes  an  inhibitor  to  future 

success.  Especially  today,  when  technol 

agility  and  flexibility  are  prerequi-  can  help 

sites  for  remaining  competitive.  integra 


For  more  information,  please  visit  our  web  site  at  http://www.acc 
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has  on  her  hands  another  runaway  business  success  in 
Urban  Decay,  her  edgy  lipstick,  nail  polish  and  makeup 
company.  "If  the  idea  was  to  make  a  gazillion  dollars,  I'd 
huddle  with  Len  and  do  another  Cisco,"  said  Lerner.  "He 
has  lots  more  good  ideas.'' 

Once  you  have  succeeded  here,  it's  relatively  easy  to 
succeed  again. 

The  last  time  so  much  wealth  was  created  so  quickly  in 
America  was  when  the  internal  combustion  engine  revo- 
lutionized transportation  and  changed  America  and  the 
world.  There  are  important  similarities  and  differences 
between  the  founders  of  the  American  automobile  indus- 
try and  the  personal  computer  industry.  Both  businesses 
involved  an  enabling  technology  (gasoline  engines  around 
1900,  and  the  microprocessor  in  the  mid-1970s)  and  an 
upwardly  mobile  customer  base  with  spending  power. 
More  than  48,000  car  buffs  attended  the  first  New  York 
Auto  Show  in  Madison  Square  Garden  in 
1900 — at  least  ten  times  as  many  tire-kickers 
as  there  were  cars  sold  that  year  in  the  entire 
U.S.  Similar  ratios  applied  at  the  first  West 
Coast  Computer  Faire,  held  in  San  Francis- 
co 20  years  ago. 

In  both  industries,  the  cost  of  entry  was 
low,  as  was  the  cost  of  failure  (Ford  went  out 
of  business  three  times  before  he  got  it 
right).  Unlike  today's  auto  business,  which 
requires  huge  amounts  of  capital,  the  early 
pioneers  worked  out  of  barns  with  their  bare 
hands.  Major  fortunes  were  made  and  lost, 
and  the  business  eventually  consolidated  in 
a  few  major  players. 

The  PC  business  is,  today,  about  where  the 
car  business  was  in  1920.  Will  the  computer 
business  go  the  way  of  the  car  business,  con- 
solidating into  a  few  hands?  Looking  at  the  fast-growing 
power  of  Microsoft  and  Intel,  it  is  tempting  to  think  so, 
but  there  is  a  countervailing  force:  Most  of  the  PC  action 
today  is  in  some  form  of  software,  where  the  capital  cost 
is  low  and  is  likely  to  remain  so.  There  are  likely  to  be  as 
many  software  companies  a  decade  from  now  as  there  are 
today,  despite  Microsoft. 

And  what  about  the  outward  trappings  of  wealth,  build- 
ing big  houses  and  giving  money  away?  Ford  had  been  in 
business  for  nearly  40  years  when  he  started  building  foun- 
dations and  giving  away  money  in  earnest.  The  automo- 
bile big  shots  from  Detroit  were  well  into  their  second  and 
third  decades  of  business  when  they  started  building  grand 
houses  and  importing  large  chunks  of  European  culture. 
Even  Bill  Hewlett  and  David  Packard — the  archetypes  for 
Silicon  Valley  philanthropy — were  nearly  40  years  into 
their  adventure  together  before  either  started  giving 
money  away  in  earnest. 

When  the  high-tech  entrepreneurs  start  giving  it  away, 
education  is  likely  to  be  the  prime  beneficiary.  It  was  edu- 
cation, knowledge,  after  all,  that  made  them. 

Ethernet  inventor  and  3Com  founder  Bob  Metcalfe 
long  ago  endowed  a  professorship  fund  at  MIT.  Just  this 
year  Yahoo!  founders  David  Filo  and  Jerry  Yang  endowed 


the  Yahoo!  Founders  Chair  in  computer  science  at  Stan- 
ford. Filo  and  Yang,  who  just  two  years  and  $240  million 
ago  were  graduate  students  in  that  department  trying  to 
avoid  finishing  their  dissertations  (they  started  Yahoo!  as 
a  distraction),  thought  of  calling  it  just  the  Yahoo!  Chair, 
but  worried  how  that  might  sound  years  later  to  another 
generation. 

Some  of  the  philanthropy  will  certainly  appear  whimsi- 
cal by  conventional  standards.  In  sheer  dollars  the  philan- 
thropic winner  among  the  baby-boom  generation  of 
techies  is  probably  Microsoft  investor  Paul  Allen.  To  date, 
Allen  has  given,  through  his  five  foundations,  about  $100 
million,  almost  all  of  that  to  Pacific  Northwest  causes.  The 
biggest  commitment  is  $60  million  for  the  Experience 
Music  Project,  which  honors  rock  guitarist  Jimi  Hendrix 
and  other  Northwest  coast  musicians. 

Len  Bosack  and  Sandy  Lerner,  founders  of  Cisco  Sys- 
tems, have  put  70%  of  their  $170  million 
into  trusts  and  foundations.  "I  fund  animal 
rights  and  the  study  of  British  women  writ- 
ers," said  Lerner.  "Len  funds  weird  science." 

As  their  society  evolves,  the  business  will 
develop  more  big  spenders,  too.  Currently 
at  the  top  in  extravagance  is  Paul  Allen,  who 
lives  life  in  a  big  way  and  certainly  has  the 
biggest  jet  in  high  tech,  his  own  Boeing 
757.  Interestingly,  Vern  Raburn,  who  works 
for  Allen  as  chief  executive  of  the  Paul  Allen 
Group,  has  what  may  be  the  second-biggest 
plane — a  Lockheed  Constellation  airliner 
from  the  1950s  that  was  once  owned  by 
John  Travolta. 

Sandy  Lerner  has  also  gotten  into  spend- 
ing in  a  big  way.  She  jousts,  rides  a  Harley- 
Davidson  motorcycle  and  smokes  cigars. 
The  head  of  the  Urban  Decay  cosmetics  company  also  has 
a  house  in  California,  a  horse  farm  in  Virginia  and  owns 
England's  Chawton  House,  which  was  the  residence  of 
author  Jane  Austen's  brother  and  the  place  where  Austen 
herself  lived  and  wrote. 

Sometimes  the  way  to  show  how  rich  you  are  is  by  what 
you  don't  have,  like  Apple  cofounder  Steve  Jobs,  who  was 
for  years  well  known  for  buying  enormous  houses  and 
then  not  installing  furniture.  To  have  a  mansion  in  tony 
Woodside,  Calif,  that's  furnished  with  only  a  mattress  on 
one  bedroom  floor  has  to  be  for  effect. 

It's  hard  to  miss  the  master  of  conspicuous  con- 
sumption, Oracle  founder  Larry  Ellison.  From  the 
exquisite  Japanese  mansion  in  Atherton  to  his  new  $40 
million  home  in  Woodside — a  Japanese  village  built 
around  a  small  lake — to  the  $35  million  Gulfstream  V 
that's  on  order,  Ellison  has  it  and  flaunts  it.  "Larry's 
making  up  for  something  that's  missing,"  said  one  of 
Ellison's  good  friends.  "His  mom  left  him  when  he  was 
5.  A  woman  he  fell  in  love  with  wouldn't  marry  him 
because  he  didn't  have  enough  money.  That's  why  he 
wears  his  wealth  on  the  outside.  And  that's  why  Larry 
is  obsessed  with  Bill  Gates." 
Isn't  nearly  everyone? 


Sandy  Lerner 
cofounded  Cisco 
with  her  husband, 
Len  Bosack.  Now 
she  jousts,  rides 
Harleys  and  supports 
animal  rights  and  the 

study  of  British 
women  writers.  He 
funds  weird  science. 
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When  Navistar  entered 
the  asset-backed  market 


Chase  drove  it. 


Navistar  Financial  tapped  Chase's  expertise  in  asset-backed 
securities  beginning  in  1993,  issuing  more  than  $3  5  billion  of  this 
competitive,  off  balance  sheet  financing.  In  the  most  recent  offering, 
Chase  lead-managed  a  $500  million,  four-tranche  issue  backed  by 
truck  loan  receivables. 


t 

"We  selected  Chase  to  lead  our  first  public  asset-backed  transaction  and 
they've  been  with  us  ever  since.  They  bring  us  new  and  innovative 
structuring  ideas  that  reduce  overall  cost  or  raise  additional  funds  and 
they're  committed  to  maintaining  an  active  secondary  market  in  all  of 
our  issues.  Chase  provides  the  support  we  seek  in  a  banking  relationship." 

Robert  Lannert 
EVP  CFO  Navistar 


CHASE.  The  right  relationship  is  everything. 


se  Securities  Inc.  acted  as  lead  manager.  Please  visit  our  website  at:  http://www.chase.com 

97  The  Chase  Manhattan  Corporation.  Chase  Securities  Inc.  is  a  subsidiary  of  The  Chase  Manhattan  Corporation  and  a  Member  NASD/SIPC. 


There's  no  shortage  of  things  you  can  do  with 
our  best-selling  PowerBook  1400,  either.  Play 
CD-ROMs,  surf  the  web'  and  send  e-mail  to 
your  boss  back  at  the  office. 


Incite  rubbernecking. 


Run  your  own  in-flight  movie. 


We  didn't  build  the  world's  fastest  laptop  just  to  show  off. 
But  that's  not  to  say  you  can't.  Among  its  numerous  talents, 
the  PowerBook'  3400  is  the  ideal  laptop  for  presentations. 
Its  awesome  speed  means  faster,  more  beautiful  graphics, 
and  its  12.1-inch  diagonal  screen  is  the  perfect  canvas  to 
display  your  genius  for  persuasion. 

But  don't  let  the  3400's  blinding  speed  blind  you  to  its  other 
features.  Like  its  hot-swappable  expansion  bay.  It  lets  you 
add  all  manner  of  drives,  whether  floppy,  magneto-optical, 
CD-ROM  or  a  second  hard  drive.  Ml  without  putting  your 
computer  to  sleep.  To  keep  you  connected,  there's  also  a 
built-in  Ethernet/33-6  Kbps  modem. 

At  the  risk  of  sounding  immodest,  there's  no  end  to  what 
you  can  do  with  the  new  PowerBook  3400.  To  learn  more, 
visitwww.powerbook.apple.com.  Or  call  800-538-9696  for 
the  name  of  the  Apple  reseller  nearest  you. 
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Federico 

The  electronic  brain 

By  Julie  Pitta 

■  f  Federico  Faggin  had  done  nothing  since 
I  leading  the  Intel  team  that  developed  the 
I  first  microprocessor  in  1970-71,  his  place  in 
the  technology  hall  of  fame  would  be  assured. 
So  why  isn't  his  a  household  name,  like  Jobs 
or  Gates? 

Look  at  the  only  trophy  in  Faggin's  spartan 
office:  a  framed  map  of  the  Z80,  an  early  8 -bit 
chip  that  was  a  rival  to  Intel's  8080.  Faggin,  as 
chief  architect,  developed  the  Z80  at  Zilog, 
Inc.,  the  company  he  started  after  leaving  Intel. 
As  fate  had  it,  IBM  chose  Intel's  chip  for  its  PC 
in  1981.  Had  IBM  selected  Zilog's  micro- 
processor instead — something  IBM  seriously 
considered  doing — maybe  the  computer  indus- 
try today  would  be  referring  to  the  WinZin 
standard.  Maybe  Zilog,  today  a  modestly  suc- 
cessful manufacturer  of  specialized  micro- 
controller chips,  would  be  a  multibillion-dollar 
powerhouse.  (And  maybe  Exxon  wouldn't  have 
owned  Zilog  for  eight  years  and  stifled  its  cre- 
ativity— see  story,  page  236.) 

Faggin  does  not  dwell  on  the  past;  he  is  in  a 
new  line  of  work  far  removed  from  the  conven- 
tional logic  chips  that  are  Intel  and  Zilog's 
bread  and  butter.  At  55,  he  has  now  embarked 
on  a  quest  to  produce  intelligent  systems  using 
neural  nets. 

Unlike  today's  computers,  which  have  a  cen- 
tral processing  unit  that  attacks  a  single  part  of 
a  problem  and  works  on  it  one  exact  step  at  a 
time,  a  computer  based  on  neural  networking 
takes  on  numerous  pieces  in  parallel,  sending 
partial  answers  to  other  components.  With  new 
data,  the  different  parts  of  the  network  become 
smarter.  Each  time  rhey  approach  a  particular 
kind  of  problem,  they  handle  it  a  little  better. 
They  thus  grope  their  way  to  a  solution,  much 
as  the  neurons  in  the  brain  do. 

It  is  not  especially  difficult  to  write  software 
that  embodies  something  like  a  neural  net 
inside  a  conventional  computer  with  conven- 
tional step-by-step  chips.  But  Faggin  wants 
something  very  different:  ideally,  to  burn  the 
net  into  the  chip  itself.  His  partner  in  this 
exotic  research  is  another  Silicon  Valley  vision- 
ary, Professor  Carver  Mead,  of  the  California 
Institute  of  Technology.  In  1986  the  pair 
founded  Synaptics,  based  in  San  Jose,  Calif., 


Faggin 


in  order  to  pursue  this  dream. 

For  the  first  six  years  Faggin  and  Mead  con- 
ducted experiments  in  pattern  recognition. 
Faggin  envisions  a  personal  computer  that 
would  recognize  you  when  you  sit  in  front  of 
it.  It's  an  ambitious  goal.  "I'm  interested  in 
new  paradigms — where  the  computer  meets  the 
human  being,  where  rationality  meets  intu- 
ition," says  Faggin. 

He  doesn't  yet  have  that  neural  chip,  so  to 
bring  in  revenue  and  put  many  of  Synaptics'  70 
patents  to  use  he  is  applying  his  skills  to  more 
mundane  tasks.  In  1994  Synaptics  introduced 
its  first  product,  a  touch  pad  that  allows  per- 
sonal computer  users  to  manipulate  a  cursor 
with  their  fingertips. 

Faggin  sees  the  touch  pad  as  a  first  step 
toward  creating  a  more  accessible  computer. 
Eventually,  he  would  dispense  with  the  key- 
board entirely,  commanding  his  electronic  ser- 
vant solely  through  voice  commands  and  hand 
gestures. 

"The  eventual  goal  is  an  autonomous 
machine — the  robots  of  science  fiction,"  says 
Faggin,  who  holds  a  doctorate  in  physics  from 
the  University  of  Padua  in  his  native  Italy.  "In 
five  to  ten  years  they  will  have  much  more 
sophisticated  vision  systems  and  the  ability 
to  manipulate  in  a  more  humanlike  way.  A 
robot  will  be  able  to  sort  fruit  coming  down  a 
conveyer,  noting  the  smallest  imperfection." 

Wouldn't  armies  of  such  sharp-eyed  robots 
displace  millions  of  blue-collar  workers?  Don't 
worry  about  it,  Faggin  says.  "One  application 
for  intelligent  robots  is  mining.  I  can't  imagine 
more  brutal  work.  This  is  the  kind  of  work 
human  beings  should  not  have  to  do." 

How  human  will  machines  become?  "It 
would  take  all  the  transistors  manufactured  by 
the  semiconductor  industry  in  a  single  year  to 
build  something  rivaling  the  complexity  of  the 
human  brain,"  Federico  Faggin  explains.  "Can 
we  do  it?  I  don't  know.  The  problem  baffles 
me  deeply."  M 

It  would  take  all  the  transistors  manufactured  ...  in  a 
single  year  to  build  something  rivaling  the  complexity  of 
the  human  brain. 
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Jay  Ni 

Brainstorming  software 


By  Rita  Koselka 


hen  I  WAS  in  college  at  Carnegie- 
Mellon  in  the  1960s,  I  read  Herb 
Simon's  famous  paper  on  the 


attention  economy  and  I  didn't  understand  it," 
says  Jay  Nunamaker,  a  computer  science  pro- 
fessor at  the  University  of  Arizona.  Simon, 
Nobel-laureate  economist,  predicted  that  in  the 
information  economy,  attention  span  would  be 
the  scarce  resource,  as  labor  had  been  in  an 
agricultural  economy,  capital  in  an  industrial 
economy. 

Nunamaker  understands  it  now.  Experience 
showed  the  way.  As  a  college  professor  with 
more  than  30  students  to  teach,  a  privately  held 
company  of  which  he  is  chairman  and  clients 
such  as  the  U.S.  Navy,  he  is  swamped  with 
demands  for  his  attention.  "Now  I  understand 
[the  Simon  paper],"  says  Nunamaker.  At  59, 
Nunamaker  is  a  leading  researcher  in  creating 
software  tools  for  collaboration  and  human 
information  processing. 

You've  heard  of  collaboration  software.  Lotus 
Notes  is  in  that  category.  It  allows  a  large  group 
of  employees,  scattered  in  distant  sites,  to  share 
materials  or  haggle  over  a  project,  such  as  a 
document,  budget  or  project. 

Human  information  processing?  Well,  that 
would  cover  half  of  the  things  talked  about  in 
our  interface  story  on  page  252 — anything  that 
helps  you  to  tell  the  computer  what  you  want 
and  to  understand  what  it  presents. 

What  do  the  two  categories  have  to  do  with 
each  other?  Nunamaker  explains  by  citing  a 
project:  his  design  of  command-ship  software 
for  the  U.S.  Navy.  The  commanding  officers  are 
adrift  in  a  sea  of  data — dials,  monitors,  squawk 
boxes,  instruments.  No  one  can  keep  track  of  it 
all.  "There  is  so  much  information  coming  at 
you  and  relatively  few  people  to  screen  it," 
explains  Nunamaker.  "The  critical  feature  is 
some  way  to  make  sense  of  what  is  important 
and  not  important." 

The  other  half  of  the  skipper's  job  is  to  relate 
to  subordinate  officers.  They  have  a  common 
enemy  to  fight  or  crisis  to  deal  with.  How  do 
they  collaborate? 

It  all  comes  down  to  this:  What  commands 
the  attention  of  the  commanding  officer?  What 
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of  all  the  data  streaming  toward  him  does  he 
focus  on?  What's  important  at  this  moment? 
What  less  so? 

The  solution  is  going  to  be  pretty  complicat- 
ed. It  will  involve  software  that  allows  the  Navy 
to  group  related  data  screens  together,  to  con- 
trol when  one  data  screen  can  be  interrupted  by 
another  and  to  set  priorities  in  emergencies. 
Let's  say  commanders  need  a  brief  on  the  con- 
dition of  nuclear  plants  in  Iraq  or  on  recent 
political  activity  in  Bosnia.  They  can  just  click 
them  up.  The  software  also  allows  commanders 
to  propose  strategic  options  to  their  officers 
and  receive  their  opinions  anonymously.  Such 
anonymous  polling  may  be  of  special  value  in 
an  organization  as  hierarchical  as  the  Navy, 
where  junior  people  often  feel  constrained  to 
say  yes  to  anything. 

At  Nunamaker's  privately  held  firm,  Ventana 
Corp.,  the  main  product  is  a  decade-old  col- 
laboration program  called  GroupSystems.  It 
lets  groups  interact  on  one  computer  screen. 
They  can  type  in  comments,  move  objects,  add 
columns  or  otherwise  manipulate  symbols  on  a 
shared  display. 

During  a  meeting  for  Finova  Corp.,  the  soft- 
ware scheduled  anonymous  brainstorming  ses- 
sions whenever  anyone's  ideas  went  up  on  a 
screen,  and  allowed  participants  to  rank  differ- 
ent options  or  ideas.  It  also  gave  a  facilitator 
time  to  direct  discussion  and  call  for  a  vote  to 
determine  the  specific  ideas  the  group  would 
propose. 

Installed  at  an  IBM  factory  in  Oswego,  N.Y., 
the  software  cut  meeting  times  in  half,  Nuna- 
maker  says.  Such  firms  as  American  Express  and 
Boeing  are  using  it  to  organize  brainstorming 
sessions,  write  documents  and  design  products. 
The  product  can  be  used  in  a  single  conference 
room  on  a  large  monitor  or  among  people  on 
a  network  of  computers  at  different  sites. 

Nunamaker's  ultimate  goal  is  to  change  the 
way  people  think.  "American  business  is  built 
on  the  idea  of  the  rugged  individualist.  Other 
than  in  sports,  we  don't  do  teams  well,"  he 
says.  Some  people  hoard  information,  others 
have  a  leadership  style  that  hogs  the  platform. 
"Collaborating  is  very  uncomfortable  for  some 
people,"  warns  Nunamaker.  He  has  worked 
with  grammar  school  and  high  school  teachers 
and  college  professors  to  try  to  introduce 
groupware  technology  into  the  schools. 

Getting  things  done  Nunamaker's  way  won't 
be  easy  on  people  with  big  egos.  "It  is  terribly 
difficult  for  teachers  who  think  of  themselves  as 
a  sage  on  the  stage  to  get  used  to  the  idea  of 
being  a  guide  on  the  side,"  Nunamaker  says. 
The  same,  he  adds,  could  be  said  about  busi- 
ness executives.  WM 
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They're  out  there.  All 
over  the  planet. 

Millions  of  computers. 
All  waiting  to  be  fed  by 
the  Internet. 

And  one  of  them,  no 
doubt,  is  yours. 

Ravenous  for  the  ultra-rich 
graphics,  sound  and  information 
served  up  24  hours  a  day,  365 
days  a  year,  on  the  Web. 

You  need  Rockwell  K56flex 


Rockwell  K56flex  is  here.  Backed  by  the 
commitment  of  more  than  1000  Internet 
Service  Providers  with  over  20  million 

subscribers.  Look  for  a  modem  with  these 
logos  on  the  box.  They  assure  the  most 
widely  supported  56K  technology. 


chip  technology. 

It  not  only  lets  modems  download  at 
nearly  twice  the  speed*  of  conventional 
ones,  it's  also  the  technology  of  choice  for  9  out  of 
the  top  10  modem  manufacturers  worldwide.  And 
it's  supported  by  over  a  thousand  Internet  Service 
Providers  serving  more  than  20  million  subscribers. 

Which  means  it  won't  be  very  long  before  you'll  be 
connecting  to  some  of  the  biggest  names  on  the  Net, 


1"  «*    *>  «  ■ 

*  Rockwell 

-• 

faster  than  ever  before. 
America  Online. 

CompuServe. 
Prodigy  Internet. 
EarthLink 
Network.  Just  to  name  a  few. 
(You'll  find  a  complete  list  at 
www.techweb.com/speed). 

Which  should  actually  come 
as  no  big  surprise.  After  all, 
Rockwell  already  provides  more 
than  70%  of  the  world's  Internet  and 
corporate  connections. 

K56flex  momentum  is  building. 
And  it's  getting  stronger  every  day. 
Think  about  it.  Nearly  twice  the  speed.  And  all 
those  connections. 

Look  for  the  brand  new  breed  of  modem  with 
the  Rockwell  K56flex  sticker  on  the  box. 

And  put  your  computer  on  a  much  more 
satisfying  diet. 


Rockwell 


www.nb.rockwelI.com/K56flex 

'Actual  speeds  vary  depending  on  line  conditions.  Due  to  FCC  limitations,  speeds  in  the  U.S.  are  less  than  56  Klips. 
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Leonard  Adieman 


Biocomputing 

By  Josh  McHugh 

There's  no  word  to  describe  precisely  what 
Leonard  Adieman  does  for  a  living.  Pro- 
gramming? He  used  to  do  that,  years  ago, 
in  a  job  at  the  Federal  Reserve  Bank  in  San  Fran- 
cisco. Mathematical  logic?  That  was  his  specialty 
for  a  while,  in  grad  school.  His  current  interest 
is  molecular  biology,  but  he  has  no  degree  in  it 
nor  a  lab  full  of  assistants  with  test  tubes.  He 
does  most  of  his  work  with  a  pencil. 

The  closest  we  can  come  is  multi theorist.  His 
mind  ranges  across  many  disciplines  and  takes 
him  to  odd  places  where  different  disciplines 
intersect.  Right  now  it's  the  intersection  of  biol- 
ogy and  computing.  He's  thinking  about  how  to 
make  computers  out  of  dna,  the  stuff  of  genes. 

A  biocomputer.  Will  this  threaten  Intel's  chip 
business?  Not  inconceivable.  In  the  computer 
age  everyone's  business  is  up  for  grabs  every  day. 

A  trim,  relaxed  51 -year-old  who  could  pass  for 
40,  Adieman  sports  a  tan,  a  stylish  haircut,  a  blue 
polo  shirt  and  shorts  in  his  office  at  the  Univer- 
sity of  Southern  California.  He  leans  back  in  his 
chair  and  swings  his  Airwalk  skateboarding 
sneakers  up  onto  his  desk.  No,  Adieman  allows, 
he's  not  expecting  a  commercial  DNA  computer 
anytime  soon.  But  he  expects  to  find  useful 
things  along  the  way. 

He  won't  be  much  more  specific  than  that. 
"It's  like  Columbus.  You  set  out  for  India.  You 
don't  find  India,  but  you  find  something  else 
that's  really  cool." 

After  an  unremarkable  undergraduate  record 
at  the  University  of  California  at  Berkeley,  Adie- 
man went  to  the  Fed,  where  he  was  supposed  to 
be  working  on  ways  to  transfer  funds  between 
banks.  His  mind  wandered.  He  borrowed  a  bank 
computer  to  solve  a  problem  he'd  seen  in  Scien- 
tific American.  That  led  him  to  study  the  work 
of  mathematician  Kurt  Godel,  who  demonstrat- 
ed the  inherent  limits  of  logical  systems.  It  was 
then  that  he  first  felt  a  passion  for  mathematics. 
"It  was  beautiful,"  he  says.  "It's  like  falling  in 
love.  All  die  nebulous  knowledge  I  had  gathered 
over  the  years  suddenly  all  made  sense." 

Adieman  got  a  Ph.D.  in  computer  science  at 
Berkeley,  then  headed  east  to  teach  math  at  MIT 
and  work  on  tests  for  primality. 

Which  are?  If  you  want  to  know  whether 
1 ,997  is  a  prime  number,  the  crude  mediod  is  to 


divide  it  by  all  the  integers  between  2  and  45, 
seeing  if  any  go  in  evenly.  If  none  do,  the  answer 
is  yes.  But  the  crude  method  won't  work  for  a 
test  number  that  is  100  digits  long,  even  if  you 
have  a  federally  funded  computer  at  your  dis- 
posal. Cleverer  approaches  must  be  devised. 

Two  MIT  colleagues,  Ronald  Rivest  and  Avi 
Shamir,  were  working  on  encryption,  the  science 
of  scrambling  messages  so  that  unauthorized 
eyes  cannot  read  them.  Encryption  has  attracted 
the  attention  of  some  of  this  century's  most  bril- 
liant mathematicians,  most  notably  Alan  Turing, 
who  helped  break  the  Nazi  Enigma  code  in 
World  War  II.  Turing  is  also  the  author  of  the 
Turing  machine,  a  mental  construct  that  defines 
the  theoretical  limits  to  computational  power. 

"I  wasn't  interested  in  anything  tainted  with 
the  possibility  of  practical  application,"  Adieman 
says,  but  he  indulged  his  friends  by  testing  their 
encryption  schemes  for  flaws.  Roughly  40  times 
during  the  spring  of  1977  the  other  fellows  cre- 
ated cryptosystems,  and  each  time  he  cracked 
them.  The  next  scheme,  simple  and  elegant, 
delighted  him  because  his  mathematical  instincts 
suggested  that  it  was  infallible.  It  was  based,  in 
part,  on  Adleman's  primality  tests.  Twenty  years 
later,  Rivest-Shamir- Adieman  encryption  is  the 
most  widely  used  technique  to  secure  credit  card 
transactions  over  the  Internet. 

After  enduring  four  Boston  winters,  Adieman 
moved  back  to  California  to  teach  computer  sci- 
ence at  the  University  of  Southern  California. 
Delving  into  the  world  of  molecular  biology, 
Adieman  was  reading  James  Watson's  account  of 
DNA  polymerase  when  he  had  an  inspiration. 

"I  thought,  'Jesus,  this  is  a  Turing  machine; 
these  things  can  compute!'  "  Adieman  headed 
for  the  lab  and  within  diree  months  had  used  bil- 
lions of  DNA  polymerase  "processors"  to  com- 
pute die  correct  answer  to  a  combinatorial  prob- 
lem (how  to  travel  through  seven  cities  without 
hitting  any  city  twice)  on  trillions  of  DNA  strands. 

Adieman  says  it  could  take  20  years  for  DNA 
computing  to  become  a  practical  alternative  to 
the  silicon  kind.  So  Intel  can  relax,  but  only  for 
a  bit.  For  now,  "the  game  is  not  about  building 
a  practical  molecular  computer,"  he  says.  "It's 
about  developing  the  interlace  between  biolog- 
ical technology  and  computer  technology."  H 


Find  a 
computer  in 
a  strand  of 
DNA?  It's  like 
Columbus. 
You  don't  find 
India,  but  you 
find  something 
else  that's 
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David  Chaum 


The  cybermint 

By  Julie  Pitta 

David  Chaum  is  trying  to  put  the  Bureau 
of  Engraving  &  Printing  out  of  business. 
He  may  end  up  putting  the  tax  collector 
out  of  business.  Cheers! 

Chaum  is  the  founder  of  DigiCash,  a  seven- 
year-old  company  that  uses  encryption  tech- 
nology to  support  electronic  commerce.  Cryp- 
tography, the  science  of  scrambling  and 
unscrambling  messages  so  they  cannot  be  read 
by  unintended  eyes,  is  key  to  on-line  money 
transfers.  You  don't  want  hackers  looking  at 
your  bank  account  password. 

In  Chaum's  view,  however,  encryption 
should  provide  more  than  security.  It  should 
provide  privacy.  Money  should  be  untraceable. 

The  very  idea  leaves  government  authorities 
uneasy.  If  a  satchel  of  twenties  can  be  replaced  by 
a  blip  on  a  satellite,  how  would  you  ever  catch 
drug  dealers?  How,  for  that  matter,  would  you 
collect  any  taxes?  Or  control  the  money  supply? 

When  Chaum  began  his  work  in  cryptogra- 
phy 20  years  ago  as  a  graduate  student  in  com- 
puter science  at  Berkeley,  one  of  the  main  uses 
for  the  technology  was  in  government,  partic- 
ularly in  the  military.  Chaum's  master's  thesis 
was  on  an  electronic  mail  system  private  enough 
for  voting.  He  proposed  to  route  messages 
through  a  Byzantine  trail  of  computers  so  that 
a  vote  could  be  known  to  be  cast  by  a  legiti- 
mate voter,  yet  it  would  be  impossible  to  trace 
to  anyone  in  particular. 

After  getting  a  doctorate  at  Berkeley,  Chaum 
moved  on  to  the  Center  for  Mathematics  & 
Computer  Science  in  Amsterdam,  where 
groundbreaking  cryptography  work  was  going 
on.  There  he  invented  a  form  of  electronic 
money  whose  legitimacy  could  be  known  even 
though  its  source  could  not.  You  would  go  to  a 
bank  and  use  conventional  dollars  to  create 
electronic  chits.  Using  a  "smart  card,"  you 
would  pass  these  chits  to  a  store  owner  to  buy 
a  sandwich.  The  store  owner's  computer  would 
get  certification  from  your  bank,  through  a 
roundabout  route,  that  your  money  was  good. 
But  in  the  course  of  doing  so,  the  storekeeper 
would  not  find  out  your  identity.  And  in  the 
course  of  verifying  that  your  money  was  good, 
your  bank  would  not  find  out  where  you  spent 
it.  (A  validation  is  not  necessary  for  each  trans- 


action, but  occurs  at  the  end-of-day  settlement.) 

Why  the  complexity?  To  compete  with 
greenbacks,  says  Chaum.  The  reason  currency 
is  so  popular  is  that  it  combines  verifiable 
authenticity  with  anonymity.  Other  systems  of 
electronic  cash  don't  do  that. 

If  all  society  wants  is  a  cashless,  checkless 
economy,  it's  easy  enough  to  do.  Give  everyone 
a  debit  card  to  replace  cash  and  wire  transfers 
to  replace  mailed  checks.  The  trouble  with  this 
system — the  benefit,  if  you  are  a  cop  trying  to 
track  a  murderer — is  that  it  leaves  a  paper  trail. 

Chaum  preached  from  his  academic  pulpit, 
but  got  little  response.  "It  was  very  frustrat- 
ing," he  says.  "The  people  I  was  talking  to 
weren't  decision  makers.  They  weren't  going  to 
go  out  and  build  these  systems.  I  realized  I 
would  have  to  go  and  prove  this  stuff  works.  I 
would  have  to  get  real  customers." 

And  so  DigiCash  was  born.  The  43-employ- 
ee  firm  has  landed  some  venture  capital  and  is 
about  to  move  from  the  Netherlands  to  Silicon 
Valley  Chaum  remains  the  largest  shareholder, 
but  agreed  to  step  aside  as  chief  executive  in 
favor  of  a  former  Visa  executive,  Michael  Nash. 

While  his  proselytizing  for  Internet  privacy 
has  earned  Chaum  hero  status  among  cyber- 
libertarians,  it  has  not  earned  him  fans  among 
the  banks  and  merchants  he  wants  for  his  cus- 
tomers. Banks  and  merchants  see  audit  trails  as 
useful  customer  information — just  as  the  tax 
collector  does.  DigiCash  is  well  behind  archri- 
val CyberCash  in  landing  agreements.  Cyber- 
Cash  has  deals  with  MasterCard  and  Visa,  Wells 
Fargo  and  First  USA,  as  well  as  Microsoft.  The 
CyberCash  system  is  secure  against  thieves,  not 
against  subpoenas.  It  does  give  anonymity  to 
the  bearer,  as  cash  does. 

But  Chaum  remains  fanatical  on  privacy.  He 
won't,  for  example,  reveal  his  age,  which  is  about 
43.  He  believes  that,  whatever  the  merchants 
and  banks  may  want,  the  clients  want  anonymity. 
Says  Chaum:  "Those  who  say  the  general  popu- 
lation doesn't  care  about  privacy,  particularly 
electronic  privacy,  are  way  off  the  mark." 

The  commercial  success  of  DigiCash  would 
prove  him  right.  On  the  other  hand,  if  he  wants 
to  get  rich  in  a  public  offering,  he's  going  to 
have  to  reveal  his  age  in  the  prospectus. 
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James  Gosling 

Universal  software 

By  Eric  Nee 

In  children's  storybooks,  toys  come  to  life 
and  act  intelligently.  Suppose  that  in  the  real 
world  all  your  appliances  came  to  life  and 
acted  intelligently.  Or,  as  programmer  James 
Gosling  describes  it  more  sedately:  "Wouldn't  it 
be  neat  to  have  computers  be  a  part  of  the  fabric 
of  our  everyday  life?" 

That  was  the  inspiration  for  Java,  the  software 
that  promises  to  allow  applications  to  run  ubiq- 
uitously across  the  Internet  and  every  sort  of 
electronic  or  electrical  device.  Java  is  an  auda- 
cious attempt  to  refashion  the  entire  computer 
industry.  On  it,  Sun  Microsystem's  Scott 
McNeely  bases  his  hopes  for  unseating  Bill  Gates 
and  Microsoft.  Yet  it  owes  its  existence  to  one  of 
the  most  self-effacing  people  you  will  ever  meet. 

Gosling  got  the  opportunity  to  implement  his 
vision  in  1991  at  Sun  Microsystems,  the  leader 
in  workstations  and  Internet  servers.  Sun  wanted 
a  revolutionary  product  that  would  bring  its 
slogan,  "The  network  is  the  computer,"  out  of 
the  engineering  labs  and  into  the  home. 

"Very  soon  you'll  be  able  to  put  the  equiva- 
lent of  a  Cray  supercomputer  into  a  device  this 
size,"  Gosling  says,  holding  up  his  SkyTel  pager. 
"We  thought  an  awful  lot  about  that  when 
developing  Java." 

John  Doerr,  one  of  the  leading  Silicon  Valley 
venture  capitalists,  calls  Gosling  "the  world's 
greatest  programmer."  And  Gosling  showed  it 
by  writing  much  of  the  code  for  the  first  version 
of  Java,  acknowledged  by  many  to  be  one  of  the 
most  elegant  programs  ever  written. 

Like  many  hackers,  Gosling  loves  machinery. 
He  grew  up  near  Calgary,  Alberta,  surrounded 
by  farmers.  "I  loved  to  help  them  fix  combines 
and  other  equipment,"  he  says.  His  bedroom 
was  often  strewn  with  the  guts  of  old  televisions. 

Gosling  got  his  first  look  at  a  computer  at  age 
14  on  a  tour  of  the  University  of  Calgary's  com- 
puter center.  "After  that  I  was  hooked,"  Gosling 
remembers.  "I  used  to  break  in  all  the  time  to 
use  the  computers  and  read,  read,  read." 

By  age  15  Gosling  had  his  first  job,  writing 
software  for  the  university's  physics  department 
on  a  Digital  Equipment  PDP-8  minicomputer. 
After  a  computer  degree  from  the  University  of 
Calgary  in  1977  he  went  to  Carnegie-Mellon's 
famed  computer  lab  in  Pittsburgh.  There  he  cre- 


ated Emacs,  still  the  most  widely  used  Unix  text 
editor.  This  brought  him  to  the  attention  of  Bill 
Joy,  cofounder  of  Sun  Microsystems,  who  tried 
to  hire  him  as  one  of  Sun's  first  employees. 

If  he  had  taken  Joy's  offer,  Gosling  would  be 
very  wealthy  today.  Instead  he  joined  IBM,  to 
help  build  a  new  workstation,  the  PC  RT.  As  part 
of  that  effort  he  created  the  first  network- based 
window  system — software  that  lets  you  work  on 
several  programs  at  once.  IBM  bureaucracy  ham- 
strung the  effort.  "That  one-and-one-half  years 
was  an  education  in  how  a  company  can  really 
screw  things  up,"  says  Gosling. 

In  1983  Gosling  got  a  Ph.D.  in  computer  sci- 
ence from  Carnegie-Mellon  and  belatedly  took 
Joy  up  on  his  offer.  Today  Gosling,  42,  is  chief 
scientist  for  JavaSoft,  a  division  of  Sun  Microsys- 
tems. He  spends  most  of  his  time  evangelizing 
Java  to  the  outside  world  and  some  of  his  time 
programming.  He  would  like  to  reverse  that 
ratio,  but  recognizes  that  traveling  the  world 
giving  speeches  and  talking  to  potential  corpo- 
rate partners  is  critical  if  Java  is  going  to  fulfill  the 
heavy  expectations  that  have  been  placed  on  it. 

In  essence  Java  is  a  universal  language.  If  every 
PC,  server,  mainframe,  minicomputer,  cellular 
telephone  and  household  appliance  understood 
Java  and  every  application  program  was  written 
in  Java,  there  would  be  no  communication  bar- 
riers. The  world  would  be  on  one  giant  network. 

Say  you're  traveling  in  Japan  when  you  hear 
about  heavy  rains  in  your  hometown.  You  could 
just  use  your  portable  computer  to  turn  off  your 
home's  sprinkler  system,  make  your  VCR  record 
further  reports  on  flooding,  and  send  E-mail  to 
your  neighbor  asking  him  to  check  your  gutters. 

Behind  all  this  there  is  a  still-larger  vision. 
"I'm  a  big  believer  in  democracy,"  says  Gosling. 
"There  are  ways  to  build  technologies  so  they 
are  centrally  controlled,  and  ways  to  do  it  that 
are  not."  Java  decentralizes  control.  Giving  indi- 
viduals the  ability  to  control  the  electronic 
devices  around  them  increases  their  power  over 
the  world.  While  Gosling  sometimes  disparages 
the  amount  of  hype  that  Java  has  received,  he 
doesn't  doubt  its  importance.  "Java's  power  is  in 
its  simplicity,"  he  says.  "It  can  be  embedded  in 
everything  from  toasters  to  cars,  potentially 
reshaping  the  world  we  know."  WU 
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Java,  the  software  that  promises 
to  allow  applications  to  run  ubiquitously 
across  the  Internet,  is  an  audacious  attempt 
to  refashion  the  entire  computer  industry. 
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the  essence  of  active  partnership  is  action. 
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Michael  Stonebraker 


The  ultimate  database 


By  Josh  McHugh 


U 
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he  commercial  world  is  a  great 
reality  check  for  ideas,"  says  Michael 
Stonebraker,  his  6-foot-6  frame 
sprawled  across  a  couch  in  his  living  room. 
The  52-year-old  computer  scientist  has  spent 
almost  all  of  his  career  in  academia,  with  one  or 
two  commercial  breaks.  Those  brushes  with 
commercial  reality  have  left  him  wiser — and 
wealthier. 

Arriving  at  Berkeley  in  1971  after  earning  a 
Ph.D.  from  the  University  of  Michigan,  Stone- 
braker got  interested  in  databases.  During  the 
1960s  large  companies  had  begun  to  replace 
paper  records  with  digital  ones.  But  they  didn't 
change  the  way  they  organized  the  data.  To  get, 
say,  the  date  that  Joe  Duffy,  a  salesman  working 
in  the  Chicago  office,  had  joined  the  company, 
a  user  had  to  walk  through  the  hierarchy  step 
by  step:  go  to  the  "Departments"  file,  then  to 
the  "Sales"  file,  then  to  the  "Midwest"  file, 
then  to  "Duffy,  J." 

In  the  late  1960s  a  researcher  at  IBM  named 
Edgar  Codd  suggested  a  new  way  of  organiz- 
ing databases.  Codd's  method,  termed  "rela- 
tional," required  much  more  programming 
than  the  old  approach,  but  made  it  much  easier 
for  a  user  to  pull  data  from  a  wide  range  of 
records  at  once.  Ask  about  Duffy,  and  you 
could  see  his  personnel  file  right  alongside  the 
last  three  product  orders  he  solicited. 

Experts  decreed  Codd's  plan  impractical — it 
would  eat  up  too  much  computer  time  and 
memory.  Even  the  experts  at  IBM,  which  was  in 
the  business  of  selling  computer  time  and 
memory,  dismissed  the  idea.  Stonebraker 
didn't.  "I'd  like  to  say  that  I  had  some  great 
vision,"  Stonebraker  says,  "but  it  was  just  that 
Codd  made  perfect  sense." 

For  the  next  five  years  he  wrote  papers  on 
relational  databases.  He  also  wrote  software  to 
prove  they  could  work.  With  two  Berkeley  col- 
leagues, Stonebraker  raised  money  from  ven- 
ture capitalists  in  1979  and  found  some  execu- 
tives to  handle  the  business  end.  The  experience 
was  exhilarating. 

"You  had  enough  money  to  get  things  done. 
You  could  hire  ten  people  to  write  the  code. 
You  got  to  talk  to  real  customers  about  real 
problems." 


Stonebraker  stayed  with  the  company,  Ingres 
Corp.,  as  a  consultant.  Oracle  Corp.  got  into 
the  business  early,  followed,  eventually,  by  IBM. 
In  1990  ask,  Inc.  snapped  up  Ingres. 

He  headed  back  to  the  lab  at  Berkeley  look- 
ing for  the  next  programming  battleground. 
He  didn't  have  to  look  long.  "I  would  walk 
down  the  hall  and  ask  people,  'What  do  you 
want  to  store?'"  he  recalls.  "People  were  trying 
to  put  CAD  [computer- assisted  design]  drawings 
into  databases." 

At  the  time,  databases  had  to  be  painstaking- 
ly reprogrammed  just  to  handle  Japanese  and 
Arabic  characters.  Graphics  were  a  huge  stretch. 
Stonebraker  tried  to  convince  his  acolytes  at 
Ingres  to  expand  their  database  to  accommo- 
date things  like  graphics  and  sound.  He  got  the 
same  response  the  experts  had  given  20  years 
before  to  the  relational  database  proposal:  too 
complicated,  not  commercially  viable. 

Once  again  Stonebraker  made  it  happen  him- 
self, researching,  writing  papers  and  tinkering 
away  to  figure  out  how  to  turn  databases 
designed  to  handle  numbers  and  text  into  "uni- 
versal" databases,  able  to  store,  parse  and 
retrieve  utterly  more  complex  things  like  maps, 
photographs  and  films. 

In  1992  Stonebreaker's  new  baby,  Illustra 
Information  Technologies,  Inc.,  was  born. 
Three  years  later  NASA  decided  his  database 
would  be  the  right  tool  to  store  and  manipulate 
millions  of  satellite  photographs.  The  only 
stumbling  block  was  Illustra's  size:  With  only 
150  employees,  Illustra  didn't  have  the  man- 
power or  the  scale  to  support  the  NASA  project. 
Last  year  Informix  Software,  Inc.  solved  that 
problem,  acquiring  Illustra  for  $400  million  in 
stock,  40  times  revenue.  Stonebraker's  current 
share:  $6.5  million. 

Since  then  nearly  every  major  database  com- 
pany has  announced  that  universal  servers  are 
the  future  and  has  its  own  version  in  the  works. 
It's  a  nice  vindication,  better  than  winning  an 
academic  debate.  More  money  in  it,  too.  H 

The  commercial  world 

is  a  great  reality  check  for  ideas. 
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PEOPLE 


NOVATORS 


Robert  Kahn 


Packet  man 

By  Josh  McHugh 


The  solution  to  format  chaos:  wrapping  data 
packets  in  a  standardized  envelope  so  they 
can  be  routed  over  a  common  network. 


IMAGINE  BEING  ABLE  to  go  to  a  dinner  party 
and  introduce  yourself  like  this:  "Nice  to 
meet  you.  What  do  you  do?  Me?  I  invented 
something  called  the  Internet.  Maybe  you've 
heard  of  it."  Robert  Kahn,  along  with  a  hand- 
ful of  others,  can  make  that  claim. 

Born  in  Brooklyn,  N.Y.  in  1938,  Kahn  got  a 
bachelor's  degree  in  electrical  engineering  from 
City  College  of  New  York,  then  went  to  Prince- 
ton, where  he  picked  up  two  more  electrical 
engineering  degrees — a  master's  degree  and  a 
Ph.D. — and  joined  the  MIT  faculty  as  an  assistant 
professor  in  1964.  He  took  a  temporary  leave  of 
absence  after  two  years  to  get  some  experience 
at  Bolt  Beranek  &  Newman,  a  consulting  com- 
pany that  was  experimenting  with  computers. 

He  never  made  it  back  to  mit.  In  1968  the 
federal  government's  Advanced  Research  Proj- 
ects Agency  awarded  bbn  a  contract  to  design  a 
network  message  processor.  This  would  be  a 
mini-computer-based  packet  switch  that  would 
enable  different  kinds  of  computers  in  different 
parts  of  the  country  to  talk  to  each  other  by 
exchanging  packets  of  data.  The  processor  was 
a  forerunner  of  the  routers  that  have  recently 
made  the  shareholders  of  Cisco  rich. 

Other  BBN  engineers  built  the  hardware  and 
software  for  this  specialized  computer.  Kahn's 
job  was  the  overall  system  design:  How  would 
errors  be  caught  and  corrected?  How  to  pre- 
vent data  traffic  jams? 

If  you  are  a  regular  user  of  the  Internet 
today,  you  take  all  these  knotty  engineering 
tasks  for  granted.  Twenty-nine  years  ago,  with 
the  primitive  semiconductor  chips  then  avail- 
able, these  were  big  problems. 

Some  of  Kahn's  colleagues  wanted  to  start 
out  small  and  perfect  the  system  in  the  lab 
before  trying  to  implement  it  on  a  national 
scale.  Kahn  knew  that  a  large  network  would 
give  birth  to  problems  that  might  never  appear 
in  a  controlled  laboratory  setting,  and  wanted 
to  go  national  from  the  beginning.  He 
prevailed. 

Almost  as  important,  Kahn  realized  that  you 
can't  get  a  network  off  the  ground  without 
some  hype.  Once  the  Arpanet,  as  the  network 
was  called,  was  stitched  together,  Kahn  orga- 
nized the  first  demonstration,  at  the  Hilton  in 


Washington,  D.C.,  in  October  1972.  The 
public  experiment  linked  29  nodes,  with  only 
one  crash.  That  occurred  on  a  computer  being 
demonstrated  by  a  young  computer  scientist 
named  Robert  Metcalfe.  Metcalfe  went  on  to 
invent  Ethernet  networking,  used  in  the  major- 
ity of  PC  hookups  today,  and  to  found  the 
immensely  successful  3Com  Corp. 

Within  a  year,  a  problem  arose.  Three  other 
methods  of  sending  packets  had  sprung  up,  one 
in  Europe,  another  in  satellite  transmissions,  yet 
a  third  in  radio  transmissions.  Each  system 
spoke  a  language  of  its  own.  A  tower  of  Babel 
was  arising  in  computerdom. 

Kahn  teamed  up  with  networking  pioneer 
Vinton  Cerf  to  devise  a  solution:  wrapping  data 
packets  in  a  standardized  data  "envelope."  That 
way,  the  envelopes  could  be  routed  over  a 
common  network,  even  if  their  contents  were 
disparate  in  format.  The  envelope  got  the  name 
transmission  control  protocol,  or  TCP.  It  was 
the  creation  of  TCP  that  allowed  the  transfor- 
mation of  the  Arpanet  into  what  we  now  know 
as  the  Internet. 

Today,  Kahn,  head  of  the  National  Science 
Foundation-funded  Corporation  for  National 
Research  Initiatives  in  Reston,  Va.,  still  has  his 
hands  full  trying  to  keep  the  networking  world 
from  fragmenting  into  warring  protocols.  To 
get  innovation  you  must  allow  freedom.  But  to 
have  a  network  you  must  maintain  a  certain 
amount  of  centralized  control.  Engineers  are 
now  collaborating  to  make  sure  that  the  latest 
version  of  Java,  for  instance,  moves  smoothly 
over  the  Internet  and  doesn't  crash  the  net- 
works on  which  it  travels. 

Is  Kahn  satisfied  with  his  brainchild?  No. 
"The  [Internet]  hasn't  panned  out  yet.  We're 
still  looking  at  the  tip  of  the  iceberg,"  he  says. 
He  means:  You  ain't  seen  nothing  yet.  "If  you 
tried  to  evaluate  the  country's  electrical  infra- 
structure in  1884,  you  would  have  short- 
changed yourself,"  he  points  out. 

Bob  Metcalfe  predicted  in  1995  that  Inter- 
net traffic  was  growing  at  an  unsustainable  rate 
and  would  end  in  a  massive  data  jam. 

Kahn's  amused  response:  "It's  kind  of  like 
Marx  predicting  capitalism  was  going  to 
break  down."  ■ 
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Introducing  Total  Solutions:;1 

In  today's  world  of  semiconductor 
manufacturing  you  need  customized 
solutions  delivered  worldwide.  And  you 


want  them  now. 


Whether  it's  300mm  wafer  processing. 
Or  0.18|im  device  technology.  Even 
24-hour  parts  availability,  worldwide. 


You  want  Total  Solutions. 


You  want  a  suite  of  products  and  services 
designed  for  optimum  results  on  the 
wafer,  lower  cost  of  ownership  and 
extendibility  across  device  generations. 
Backed  by  an  unparalleled  global  service 
and  support  network. 


So,  if  you  need  reliable  systems  for  today's 
production  environment  or  unique 
applications  for  the  future,  you  get  them. 
Wherever  you  are.  Whatever  you  need. 


Total  Solutions  will  change  the  world 


of  semiconductor  manufacturing. 


www.  a  p  p ,1  i  e  d  m  ate  r  i  a  Is  .  c  o  m 


W^S^P  EOPLE— INNOVATORS 


Linda  Stone 

The  urge  to  connect 


By  Rita  Koselka 

NOT  EVERY  thinker  at  Microsoft  is  a  physi- 
cist or  an  assembly  language  geek.  Meet 
Linda  Stone,  a  director  of  advanced 
research  and  a  sociologist  of  sorts.  Her  job  is  to 
study  the  way  people  socialize  on  the  Net. 

It  sounds  fuzzy,  but  Stone's  work  has  com- 
mercial import.  Microsoft  Network  has  only  2.5 
million  members,  to  America  Online's  over  8 
million.  What  should  MSN  do  to  attract  crowds? 
Perhaps  redefine  the  medium  a  little. 

A  43-year-old  former  children's  librarian  and 
primary  school  teacher,  Stone  has  a  soothing 
voice  and  radiates  empathy. 

Upon  arriving  at  Microsoft  in  1993,  she  met 
lots  of  people  who  were  talking  about  the  cool 
content  and  vital  information  they  wanted  to 
put  on  the  Internet.  None  of  it  appealed  to 
Stone.  "For  me,  the  killer  app  was  E-mail.  I 
want  to  talk  to  people.  I  think  that  people  have 
a  basic  need  to  connect."  Right  on. 

The  Web  is  evolving  much  as  the  telephone 
did.  Most  pundits  expected  the  phone  to 
convey  content  and  information,  says  Stone, 
but  it  quickly  became  a  social  medium.  "When 
my  grandmother  would  call  to  ask  [me]  to  pick 
her  up  at  5  o'clock,  I'd  ask  her  how  her  day 
went,  and  she'd  say  the  telephone  was  not  for 
talking.  By  my  mother's  generation  that  was 
completely  changed.  I'd  come  home  and  say, 
'Hi  Mom,'  and  she'd  say,  'Quiet,  I'm  on  the 
telephone.' 

"For  the  generation  under  30,  the  Web  will 
be  like  that.  It  already  is — teenagers  meet 
people  in  chat  rooms  and  arrange  to  meet  at 
the  mall,"  says  Stone.  "I  just  talked  to  a  guy 
who  is  marrying  a  girl  he  met  a  year  and  a  half 
ago  in  a  chat  room." 

Stone  heads  the  Virtual  Worlds  group  at 
Microsoft,  whose  principal  accomplishment  to 
date  is  two  products  given  away  free  on  MSN. 
They  are  souped-up  chat  rooms,  spots  in  cyber- 
space where  Internet  users  can  gather  to  meet 
each  other  and  talk.  Visitors  to  a  chat  room  set 
up  with  this  Microsoft  software  can  take  on 
characters  to  represent  themselves  from  a  menu 
that  includes  Barbie  dolls,  wizards  and  bull- 
dogs. They  can  also  post  their  photographs  or 
use  tools  to  put  together  their  own  characters, 
called  avatars  in  Webspeak. 


Stone  is  curious  about  how  people  represent 
themselves  on-line  and  how  they  convey  other 
information  beyond  what  they  write.  The 
avatars  on  Microsoft  V-Chat,  for  example,  have 
a  range  of  expressions  that  a  user  can  activate — 
winks,  flirtatious  smiles,  laughter. 

Her  group  is  working  on  what  could  be 
included  in  avatars  and  their  environment  that 
would  make  it  easier  for  people  to  find  like- 
minded  people  on  the  Internet.  In  the  elec- 
tronic age  she  thinks  the  Internet  can  serve 
many  of  the  purposes  that  bars  and  clubs 
served  in  earlier  times.  Hanging  out  places. 
Stone  envisions  some  type  of  psychological 
questionnaire  that  you  could  fill  out  that  might 
be  reflected  in  some  type  of  pattern  on  your 
avatar.  That  way,  you  would  know  that  other 
characters  with  that  pattern  had  things  in 
common  with  you.  It  is  similar,  she  says,  to  the 
way  people  try  to  communicate  about  them- 
selves with  what  they  wear,  but  it  might  convey 
more  complex  meaning. 

Stone  got  involved  in  computers  when  laid 
up  by  a  car  accident  in  the  early  1980s.  At  the 
time  she  was  a  librarian  in  a  school  outside  Seat- 
tle. Within  a  few  years  she  had  gotten  involved 
with  groups  trying  to  get  computers  into 
schools.  In  1987  she  joined  Apple  Computer, 
where  she  produced  several  well-received  CD- 
ROMs.  In  1993  she  was  recruited  to  return  to 
Seattle  by  Nathan  Myhrvold,  Microsoft's  chief 
technology  officer. 

Stone's  group  is  currently  working  on  ways 
to  add  what  she  calls  "persistence"  to  virtual 
communities,  something  that  would  make  you 
want  to  come  back  to  a  chat  room  or  interest 
group  and  would  remind  other  people  that  you 
have  been  there.  Is  there  some  way  to  leave  a 
virtual  hat  on  a  virtual  chair?  Perhaps  persis- 
tence could  come  from  something  as  simple  as 
leaving  behind  messages  for  people  who  would 
come  later  and  respond.  Stone  envisions  this  as 
a  social  setting  that  could  evolve  and  take  on 
the  same  meaning  as  real  communities  do  for 
human  beings. 

"With  telecommuting,  suburbia  and  crime 
rates  that  keep  people  at  home,"  says  Stone,  "vir- 
tual communities  may  become  the  important 
public  socializing  places  of  the  future."  WM 
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For  me,  the  killer  app 
was  E-mail.  I  want  to  talk 
to  people.  People  have  a  basic 
need  to  connect. 


EQPLE-litioULD-A-BEENS 

Lewis  Eggebrecht 


Father  of  the  PC 

By  Jeffrey  Young 


Avery  UN-IBM-like  spirit  of  adventure,  entrepre- 
neurship  and  excitement  infected  the  company's  PC 
operation  in  Boca  Raton,  Fla.  in  the  early  days. 
Who  designed  that  PC?  Why  have  you  never  heard  of  him? 
And  what  happened  to  that  spirit  of  adventure? 

Ask  any  of  the  veterans  of  IBM's  Boca  Raton  skunk 
works  who  was  the  father  of  the  PC,  and  they  name  Lewis 
Eggebrecht.  In  the  heady  year  between  the  corporate 
green  light  and  introduction  of  the  IBM  PC  in  August 
1981  Eggebrecht  made  all  the  technical  decisions.  Every 
PC  extant  today — including  clones,  there  are  120  million 
of  them — is  a  direct  descendant  of  his  vision. 
So  why  is  Eggebrecht  a  nonperson? 
His  mission  accomplished,  in  1982  Eggebrecht  decid- 
ed to  leave  IBM  with  a  couple  of  colleagues  and  build  a 
startup  company  to  sell  add-in  boards  for  the  new  PC.  He 
made  two  big  mistakes.  One  was  not  informing  his  supe- 
riors. The  other  was  talking  to  Martin  Alpert  of  Tecmar, 
one  of  the  early  suppliers  of  computer  peripherals.  Egge- 
brecht says  he  was  hoping  that  Alpert  could  help  fund  the 
development  for  Eggebrecht's  startup.  According  to 
Eggebrecht's  version  of  events,  Alpert  saw  Eggebrecht's 
venture  as  a  potential  competitor  and  squealed  to  Egge- 
brecht's bosses  at  IBM.  Alpert  denies  this. 


It  seems  that  Alpert  tape-recorded  conversations  in 
which  Eggebrecht  and  his  partners  discussed  their  intend- 
ed products  with  him,  and  IBM  obtained  the  tapes.  The 
company  alleged  that  Eggebrecht  disclosed  corporate 
secrets  and  fired  him.  The  chief  architect  of  the  PC  was 
also  sued  by  his  former  employer. 

Eggebrecht  broke  the  rules  of  the  IBM  organization. 
But  was  he  doing  something  unethical?  Maybe,  maybe 
not.  A  month  or  so  after  the  fateful  interview  with  Alpert, 
the  suit  was  settled  on  terms  requiring  both  parties  to 
keep  mum.  Eggebrecht  bends  that  agreement  a  bit  in 
noting  that  his  attorney  was  able  to  quickly  turn  up  four 
competitors'  products  that  embodied  similar  supposedly 
secret  technology. 

Whatever  the  legal  facts,  Eggebrecht's  name  was  sul- 
lied. He  could  not  raise  the  capital  for  his  startup.  Since 
getting  fired,  he  has  worked  at  the  development  labs  of 
several  other  desktop  computer  companies:  Franklin, 
Commodore,  Integrated  Circuit  Systems.  None  big  suc- 
cesses. Poignantly,  as  he  lists  his  numerous  stops  since 
IBM,  almost  every  job  seems  to  have  come  about  through 
"friends" — Boca  Raton  colleagues  who  knew  him  in  his 
glory  days. 

The  incident  had  repercussions:  The  firing  of  the 
much-admired  and  gentle-natured  engineer  knocked  the 
wind  out  of  the  Boca  operation,  which  at  its  peak  that 
year  was  churning  out  10,000  PCs  a  day,  about  five  times 
as  many  as  Apple  Computer,  the  next-largest  manufac- 
turer of  desktop  machines.  In  a  people  business  like  sili- 
con, morale  matters,  and  Eggebrecht's  firing  and  the  way 
it  was  done  wrecked  morale  in  the  division. 

To  understand  what  a  blow  the  firing  was  to  IBM's  PC 
operation,  consider  these  events  surrounding  the  firing: 
R  Donald  Estridge,  general  manager  of  the  PC  division 
and  bearer  of  the  news  about  Eggebrecht,  was  openly  dis- 
traught. Veterans  talk  of  people  weeping  in  the  auditori- 
um during  the  announcement.  IBM  may  have  intended  the 
firing  as  a  warning  to  other  would-be  defectors,  but  if  that 
was  the  intent,  it  was  a  costly  warning. 

Eighteen  months  later  Estridge  died  in  an  airplane 
crash,  further  crushing  the  spirit  of  the  PC  operation.  The 
notion  of  an  entrepreneurial,  independent  division  within 
the  IBM  corporation  was  destined  not  to  succeed. 

IBM  lost  hold  of  the  market  it  had  created.  It  is  now 
fifth  in  desktop  sales,  behind  Compaq,  Packard  Bell,  Dell 
and  Gateway  2000.  Eggebrecht,  53,  is  working  in  the 
multimedia  PC  products  division  of  Phillips  Semiconduc- 
tors in  Mountain  View,  Calif. 

As  the  examples  of  Lewis  Eggebrecht  and  others  show, 
chance  plays  as  big  a  role  in  people's  success  as  does  orig- 
inal thinking.  Sometimes  more.  M 
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EOPLE-EboilLD-A-BEENS 


John  Vincent  Atanasoff 


Father  of  the  computer? 

By  Jeffrey  Young 

WHO  invented  the  electronic  digital  computer? 
Credit  usually  goes  to  John  W.  Mauchly  and  J. 
Presper  Eckert,  two  electrical  engineers  who 
assembled  Eniac  in  1946  at  the  University  of  Pennsylvania. 
They  won  fame — and  a  modest  fortune,  too:  They  com- 
mercialized their  invention  as  the  Univac  and  sold  out  to 
Remington  Rand,  which  for  a  time  was  ahead  of  IBM  in  the 
computer  business  (its  remnants  are  now  part  of  Unisys). 

It's  possible  that  the  accepted  history  is  wrong,  that 
Mauchly  and  Eckert  copied  the  key  elements  of  their 
machine  from  another  inventor.  That  other  man  was  John 
V.  Atanasoff,  who  died  in  nearly  complete  obscurity  two 
years  ago  and  never  made  a  dime  from  his  invention. 

Atanasoff  was  a  physicist  at  Iowa  State  College,  in  Ames, 
when  he  embarked  on  a  project  to  automate  the  solution 
to  some  common  algebraic  equations. 

In  his  design  Atanasoff  worked  out  several  key  comput- 
ing concepts  we  take  for  granted  today,  including  volatile 
memory  that  is  constantly  refreshed;  binary  arithmetic;  and 
the  combining  of  not,  and,  or  and  nor  logic  gates  to  make 
an  electronic  adder.  Atanasoff  had  a  prototype  machine 
running  in  1939  and  a  completed  model  in  1942. 

The  desk-size  contraption  made  a  whooshing  roar  that 
filled  the  basement  of  the  old  physics  building  in  Ames, 
punctuated  with  staccato  pops  as  electric  arcs 
buzzed  and  singed  through  the  IBM  punch  cards  § 
used  to  record  a  solution,  (ibm  had  punch  cards  jjj 
long  before  it  had  a  computer;  the  cards  were  used  g 
in  electromechanical  accounting  machinery.)  % 
AtanasofPs  spinning  digital  calculator  could  read  | 
a  series  of  numbers  into  binary  registers,  operate  § 
again  and  again  on  those  numbers,  then  punch  out 
an  answer.  Memory  was  a  drum  studded  with  rows 
of  cheap  paper  capacitors,  each  row  50  across — in 
modern  terminology,  about  six  bytes.  The  outward 
facing  contacts  brushed  past  a  plate  at  60  cycles  a 
minute,  where  the  capacitor  charges  were  read, 
regenerated  or  changed.  Atanasoff  had  the  Iowa 
State  University  attorney  start  work  on  a  patent 
application. 

In  December  1940  he  met  John  Mauchly  at  a 
scientific  conference  in  Philadelphia.  The  follow- 
ing June,  Mauchly  and  his  son  came  to  Ames  and 
spent  a  week  examining  the  computer. 

Afterward  they  kept  up  correspondence,  which 
Atanasoff  saved  and  which  would  later  be  used  to 
devastating  effect  against  Mauchly.  In  it  Atanasoff 
told  Mauchly  not  to  discuss  the  concepts  because 
the  state  college  attorney  was  about  to  draw  up 
patent  papers. 


World  War  II  interrupted  AtanasofPs  work  in  1942.  The 
physicist  moved  to  Maryland  to  work  in  ballistics  research 
for  the  defense  effort.  Meanwhile  Mauchly  teamed  up  with 
Eckert,  took  the  conceptual  underpinnings  proven  by 
Atanasoff,  revamped  them  and  presented  the  whole — as 
their  own  work — to,  ironically,  a  ballistics  team  for  the 
Army.  The  result  was  Eniac,  a  monster  that  filled  a  room 
and  used  18,000  vacuum  tubes  to  compute  trajectories  of 
artillery  shells. 

Atanasoff  went  on  to  receive  dozens  of  patents,  includ- 
ing a  significant  one  for  rocket-fuel-maker  Aerojet.  But  he 
never  returned  to  Ames — or  to  computer  research — and  his 
patent  papers  gathered  dust  in  a  lawyer's  office. 

The  Atanasoff-Mauchly  connection  surfaced  years  later 
in  patent  litigation  between  Honeywell  and  Sperry-Rand, 
successor  to  Remington  Rand.  Honeywell  argued  that  the 
Mauchly-Eckert  patents  should  be  invalidated  on  the 
ground  that  they  did  not  represent  original  work.  A  trial 
judge  ruled  in  favor  of  Honeywell.  Atanasoff  was  a  wit- 
ness—but got  nothing  out  of  the  case.  He  didn't  even  get 
much  recognition  for  his  achievements.  Last  year,  during 
the  50th  anniversary  festivities  marking  the  completion  of 
the  Eniac,  there  was  no  mention  of  him. 

History,  as  it  is  written,  isn't  always  true.  WM 
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EOPLE— OOULD-A-BEENS 


Gary  Kildall 


The  DOS  that  wasn't 

By  Jeffrey  Young 


This  is  the  STORY  of  the  guy  who  could  have  been  Bill 
Gates.  He  just  never  got  the  breaks.  He  wrote  the 
software  that  set  off  the  personal  computer  revolu- 
tion. He  missed  landing  an  important  contract.  He  died 
in  a  brawl. 

Gary  Kildall  was  an  instructor  in  computers  at  the  U.S. 
Naval  Postgraduate  School  in  Monterey,  Calif.  In  1974 
he  saw  an  ad  for  an  Intel  processor  and  called  up  the  com- 
pany to  offer  his  services.  He  was  hired  to  write  pro- 
gramming tools  for  the  new  Intel  4004  microprocessor. 
Then  Intel  discussed  with  him  the  8008  and  the  8080 
models,  and  he  proposed  writing  a  high-level  language  for 
them.  With  such  language  the  processor  would  be  infi- 
nitely more  useful.  You  could  issue  English-like  com- 
mands to  the  chip  instead  of  talking  to  it  in  0s  and  Is. 

When  Intel  developed  ISIS,  the  world's  first  floppy-disk 
system,  the  company  decided  not  to  sell  it  to  the  public. 
Kildall  asked  if  he  could  sell  a  version  of  it.  The  operating 
system  he  built  for  it  was  the  Cp/m,  or  control  program 
for  microprocessors.  It  could  keep  track  of  peripherals  like 
a  monitor  or  a  disk  drive.  Kildall  set  up  his  own  firm, 


Intergalactic  -Digital  Research,  to  own  the  software. 

cp/m  became  the  dominant  microcomputer  operating 
system  of  the  1970s,  powering  machines  from  Xerox, 
Kaypro,  Kentucky  Fried  Computers  and  Morrow.  "Soft- 
ware magic,"  says  Terry  Opdendyk,  a  venture  capitalist  in 
Menlo  Park,  Calif,  who  met  Kildall  at  Intel  in  1973.  "He 
could  roll  up  his  sleeves  and  create  a  piece  of  software — 
not  a  finished  work,  mind  you,  but  a  real  close  effort.  And 
somehow  it  would  all  work." 

Gary  Kildall  was  good  company, 
too.  "The  only  person  in  the  software 
business  I've  met  who  became  more 
of  a  regular  guy  the  more  money  and 
fame  he  had,"  says  Opdendyk.  "But 
he  was  erratic,  too.  He  liked  to  have 
a  good  time." 

In  1980  IBM  was  out  looking  for  an 
operating  system  for  its  coming  PC. 
The  legend  is  that  Kildall  missed  a 
meeting  with  IBM  because  he  was  out 
flying  one  of  his  planes.  He  could 
never  live  down  that  legend,  but  it 
wasn't  entirely  true.  He  was  flying, 
yes,  but  he  showed  up  only  a  little 
late.  Then  he  talked  all  day  and 
through  the  night  on  a  flight  with  the 
IBM  representatives  back  to  their 
office  in  Florida.  The  sticking  point: 
IBM  wanted  to  pay  a  flat  $200,000 
license  fee  to  get  a  royalty-free  license 
in  perpetuity.  Kildall  wanted  more. 

Bill  Gates  came  up  with  a  similar 
operating  system.  He  gave  DOS  away 
to  IBM  for  $50,000  and  figured,  cor- 
rectly, that  he  could  get  rich  by  licens- 
ing the  system  to  other  computer 
manufacturers. 

Kildall  was  bitter.  He  said  DOS, 
which  Microsoft  bought  from  Seattle  Computer  Prod- 
ucts, copycatted  all  the  best  features  in  cp/m,  and  that 
Gates  then  made  DOS  just  different  enough  to  be  incom- 
patible with  cp/m.  He  threatened  to  sue,  but  never  did. 
Particularly  galling  for  Kildall  was  having  to  compete  in 
the  IBM-compatible  market  with  a  clone  of  what  he  saw  as 
his  own  work.  This  MS-DOS  substitute,  which  Digital 
Research  called  dr-dos,  never  dented  Microsoft's  sales. 

In  1991  Novell  bought  what  was  left  of  Kildall's  firm, 
but  it  couldn't  breathe  life  into  the  company.  A  few  years 
later  Microsoft  agreed  to  a  Justice  Department  sanction 
over  the  way  it  had  licensed  DOS  during  the  critical  1980s, 
when  DR-DOS  simply  could  not  get  marketplace  traction. 
By  then  it  was  far  too  late. 

On  July  6,  1994  Kildall,  52,  walked  into  a  Monterey 
bar.  He  was  wearing  motorcycle  leathers  with  Harley- 
Davidson  patches — a  would-be  biker.  There  were  some 
real  bikers  in  the  bar.  Something  was  said.  There  was 
pushing  and  shoving,  and  Kildall  died  from  injuries  sus- 
tained to  his  head.  An  inquest  called  the  death  "suspi- 
cious," but  no  one  was  charged.  Hi 
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ie  Importance  of  Mining  by  Hugh  Sigmon 
~he  mining  industry  plays  a  vital  role  in  our  daily  lives  and  in  the  global 
economy.  It  supplies  minerals  necessary  to  agriculture,  transportation, 
nstruction  and  housing,  communications,  medicine,  the  arts  and  the  manu- 
*ture  of  consumer  goods  —  in  other  words,  the  framework  of  modern  life, 
ch  American  uses  an  average  of  40,000  pounds  of  newly  mined  minerals 
ch  year.  At  this  level  of  consumption,  the  average  American  newborn 
'ant  will  need  a  lifetime  supply  of  800  pounds  of  lead,  750  pounds  of  zinc, 
>00  pounds  of  copper,  3,593  pounds  of  aluminum  and  32,700  pounds  of  iron. 


With  less  than  5%  of  the  world's 
pulation,  the  U.S.  consumes  almost 
Vo  of  the  world's  current  mineral 
aduction.  Furthermore,  as  the 
wrid's  population  moves  toward  six 
lion  by  the  year  2000,  developing 
untries  will  require  greater  amounts 
natural  resources  as  their  standards 
living  improve.  To  supply  these 
3nomies,  the  mining  industry  must 
ntinue  the  exploration  and  develop- 


;nt  of  new  projects,  a  process  that 
a  require  up  to  ten  years  and  mas- 
e  amounts  of  capital. 
Development  of  the  mineral 
sources  sector  is  an  important 
mponent  of  the  economy  of  a 
mber  of  countries  —  particularly, 
stralia,  Canada,  Chile,  Mexico  and 
uth  Africa.  In  the  U.S.,  the  mining 
lustry  has  continued  to  grow  ever 
ice  a  farmer's  son  discovered  a 
-pound  gold  nugget  in  a  North 
rolina  creek  bed  in  1799. 
cording  to  the  National  Mining 
sociation,  the  industry  today 
iploys  approximately  58,000 
lployees  and  their  labor  produced 
2S  and  metals  valued  at  $15.5  bil- 
n  in  1995.  The  direct  and  indirect 
ntributions  of  the  metal  mining 
iustries  also  created  an  additional 
!  million  jobs  for  Americans.  In 
95,  the  metal  mining  industries 
d  a  combined  direct  and  indirect 
pact  on  the  U.S.  economy  of 
34.3  billion. 

rhe  mining  industry  is  increasingly 
>bal  as  it  seeks  to  explore  and 


develop  mineral  resource  properties 
in  such  new  markets  as  Latin 
America,  the  Pacific  Rim,  West  Africa 
and  countries  of  the  former  Soviet 
Union.  As  part  of  its  global  expan- 
sion strategy,  the  industry  continues  a 
rapid  pace  of  mergers  and  acquisi- 
tions to  reduce  the  risk  and  expense 
of  exploring  for  new  ore  bodies.  It 
has  embraced  technology  that  now 
allows  the  mining  of  previously 


uneconomical  deposits  as  well  as  the 
use  of  satellite  surveillance  to  pin- 
point potential  new  sites. 

But  despite  a  commitment  to  the 
technology  that  allows  it  to  compete 
on  a  global  basis,  the  industry  has  not 
done  an  effective  job  promoting  itself. 
In  the  U.S.,  it  faces  increased  regula- 
tion from  governmental  agencies  and 
resistance  from  environmental  groups 
as  the  industry  attempts  to  mine  the 
minerals  that  all  industrialized  nations 
require.  Continued  debate  over  taxa- 
tion and  the  use  of  public  lands  and 
increasing  environmental  restrictions 
add  cost  and  potentially  delay  the 
start  of  domestic  mining  projects.  In 
some  cases,  these  delays  force  com- 
panies to  abandon  a  U.S.  project  alto- 
gether or  in  favor  of  a  project  in 
another  country,  depriving  the  econo- 
my of  additional  jobs  as  well  as 
another  domestic  mineral  source. 


ADVERTISEMENT 


Top  20  in  Western  World  Mining  in  1995 

Ranked  by  approximate  share  of  total  value  of  Western  world  mine  production  of  nonfuel  minerals  in  1995 


Rank  Controlling  company/state 


Country 


Approximate  share 
of  total  value  (%) 


Cumulative 
 share  (%) 


1 

Anglo  American  Corp  of  So.  Africa  Ltd. 

South  Africa 

7.78 

7.78 

2 

RTZ  Corporation  PLC 

UK 

5.70 

13.47 

3 

Broken  Hill  Pty  Co.  Ltd. 

Australia 

3.43 

16.91 

4 

State  of  Brazil  (mainly  CVRD) 

Brazil 

3.18 

20.09 

1 

5 

State  of  Chile  (Codelco  &  Enami) 

Chile 

2.90 

22.99 

1  m 

6 

Gencor  Ltd. 

South  Africa 

1.92 

24.91 

mm  111 

7 

Phelps  Dodge  Corp. 

USA 

1.72 

26.63 

8 

ASARCO  Inc. 

USA 

1.64 

28.27 

9 

Freeport  McMoran  Copper  &  Gold 

USA 

1.48 

29.75 

10 

Inco  Ltd. 

Canada 

1.47 

31.22 

 Ml 

11 

Noranda  Inc. 

Canada 

1.42 

32.64 

1  .HI 

12 

State  of  Malaysia  (mainly  Malaysia  Min) 

Malaysia 

1.36 

33.99 

13 

Cyprus  Amax  Minerals  Co. 

USA 

1.32 

35.31 

14 

WMC  Ltd.  (Western  Min.  Holdings) 

Australia 

1.30 

36.61 

15 

Barrick  Gold  Corp.  (American  Barrick) 

Canada 

1.27 

37.88 

16 

Placer  Dome  Inc. 

Canada 

1.14 

39.02 

17 

Teck  Corporation 

Canada 

0.99 

40.01 

18 

Caemi  Mineracao  e  Metalurgia  SA 

Brazil 

0.82 

40.83 

19 

State  of  Morocco  (OCP  &  BRPM) 

Morocco 

0.80 

41.63 

20 

State  of  India  (various) 

India 

0.80 

42.43 

SOURCE:  RAW  MATERIALS  GROUP 


Managed  Growth 

Exploration  Success 
❖ 

Expanded  Reserves 
❖ 

Increased  Production 

GOLDCORP 

Toronto/New  York/Montreal  Stock  Exchanges 


For  information: 
call  (416)  865-0326 
or  fax  (416)  361-5741 


To  continue  to  fund 
the  exploration  and 
development  of  miner- 
als for  the  21st  century, 
the  mining  industry 
needs  to  be  able  to 
operate  in  partnership 
with  government  and 
the  investment  com- 
munity. Investing  in 
mining  is  an  invest- 
ment in  our  future. 

Hugh  Sigmon  is  a  financial  mar- 
keting and  communications  consul- 
tant serving  the  metals  and  mining 
industries.  His  book,  A  Guide  to 
Understanding  the  Metals  Markets, 
will  be  published  in  the  summer  of 
1997.  Fax:  (914)  238-5836.  E-mail: 
oakhillmkt@aol.  com 

Global  Mining: 
MERGER  MANIA  CONTINUES 

by  Magnus  Ericsson 

Over  $8  billion  (U.S.  dollars)  was 
spent  by  the  mining  industry 
worldwide  on  mergers  and  acquisi- 
tions (M&A)  in  the  second  half  of 


1996.  The  total  annual  world  exper 
diture  on  exploration  is  only  $4  bil- 
lion. The  mining  industry  is  shying 
away  from  painstaking  and  risky 
exploration  and  turning  to  expensh 
but  predictable  acquisitions. 

The  pace  of  capital  spending  will 
most  likely  stay  on  the  same  level  ii 
1997  with  privatizations  in  Brazil  an 
Zambia  corning  up  soon  and  restruc 
turing  in  the  South  African  gold  sec 
continuing.  This  spate  of  activities 
even  more  impressive  considering  t 
record  number  of  M&As  that  took 
place  in  the  period  from  June  1995 
May  1996. 


As  mill  throughput  increases.. .cost  per  pound  of  copper  decreases. 


1994 
1995 
1996 


^  72.E 


«t  127,400 


What's  better  than     Metric  Tons  of  Ore  Per  Day 
a  good  thing?  More 
of  a  good  thing. 

Freeport-McMoRan  Copper  & 
Gold's  Grasberg  complex  in  Irian  Jaya, 
Indonesia  represents  one  of  the  world's 
largest  copper  reserves  and  the  world's 
largest  single  gold  reserve. 

In  1994  and  1995,  we  set  new  records 
for  mill  throughput.  During  1996,  we 
broke  those  records  by  increasing 
average  throughput  to  127,400  metric 
tons  of  ore  per  day  (MTPD),  a  dramatic 
76%  increase  compared  to  1994's 
average.  As  mill  throughput  increased, 
our  cost  per  pound  of  copper  decreased. 
As  a  result  of  the  expansion,  we 


Cents/Pound  Cash  Production  Cost  of  Copper 
(net  ot  gold  and  silver  credits) 


produced  58%  more  copper  and  1 16% 


more  gold  in  1996  than  in  1994.  And  the 
future  holds  promise  for  even  more 
production. 

The  Company  has  begun  a  new 
expansion  of  mine  and  mill  facilities. 
The  optimum  rate  following  this 
expansion  is  expected  to  be  at  least 
190,000  to  200,000  MTPD,  subject  to 
certain  approvals.  Yet  even  at  this 
expanded  rate,  we  will  still  have  almost 
30  years  of  proven  reserves.  Better  yet, 
future  increases  in  proven  reserves 
resulting  from  our  continuing 
exploration  within  the  "golden  triangle," 
an  area  of  high-grade  ore  deposits  and 
mineralized  zones  situated  near  our 


existing  mill  site, 
could  further  enhance 
the  value  of  our  Company  and  improve 
our  profitability. 

Freeport-McMoRan  Copper  &  Gold 
is  among  the  largest  and  lowest-cost 
producers  of  copper  and  gold  in  the 
world.  We're  committed  to  increasing 
production,  aggressive  exploration  and 
creating  shareholder  value,  while 
remaining  socially  and  environmentally 
responsible. 

To  learn  more  about  Freeport- 
McMoRan  Copper  &  Gold,  call  or  write 
today. 

3 Freeport-McMoRan 
Copper  &  Gold 

®        A  Natural  Leader® 


For  a  copy  of  our  annual  report,  call  1-800-863-3541  or  write  Freeport-McMoRan  Copper  &  Gold  Investor  Relations,  Dept.  C-6,  PO.  Box  61119,  New  Orleans,  LA  70161. 
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The  two  most  important  reasons 
behind  this  development  are: 

■  The  deeper  and  more  remote  the 
ore  bodies,  the  riskier  the  exploration 
phase  becomes.  M&As  will  become 
more  attractive  to  the  companies  that 
can  afford  them. 

■  More  and  more  of  the  exploration 
work  is  performed  by  junior  compa- 
nies, but  typically  a  larger  company 
with  sufficient  capital  to  develop  the 


mine  enters  the  picture.  While  the 
recent  Busang  hoax  may  temporarily 
tarnish  the  respectability  of  the 
juniors,  the  long-term  trend  will  prob- 
ably not  be  affected. 

Some  companies  have  a  clear  strat- 
egy for  growth  and  rely  mostly  on 
acquisitions.  They  feel  that  this  is  a 
secure  way  not  only  to  grow  but  also 
to  keep  production  costs  low.  Others 
claim  that  exploration  is  the  only  way 


to  get  new  deposits  at  a  reasonable 
price,  while  still  other  companies 
seek  to  expand  primarily  through 
grassroots  projects  combined  with 
strategic  acquisitions. 

There  have  been  some  worries 
among  industry  analysts  that  this  flui 
ry  of  M&As  will  increase  the  level  of 
concentration,  particularly  in  the  gol 
industry.  Looking  back  20  years,  the 
global  gold  industry  has  been  going 
through  a  period  of  decreasing  con- 
centration. The  previous  South 
African  domination  has  been  weak- 
ened and  a  number  of  equal  competi 
tors  have  entered  the  gold  industry. 
However,  South  African  companies 
are  stepping  up  their  activities  world 
wide  after  a  long  period  of  absence. 

The  concentration  in  the  mining 
industry  is  closely  monitored  by  Raw 
Materials  Group.  As  of  1995,  14  of  the 
top  20  companies  are  based  in  industi 
alized  countries  and  six  in  developing 
countries.  The  American  companies 
are  regaining  their  leading  positions 
but  have  not  regained  the  prominence 
they  enjoyed  in  the  1980s  prior  to  the 
collapse  of  the  U.S.  copper  industry. 
North  American  companies  (nine  U.S 
and  Canadian)  have  increased  their 
combined  control  share  since  1994. 
Australia  is  represented  by  two  comp 
nies,  and  South  Africa  by  two.  There 
only  one  European  firm  among  the  tq 
20  global  mining  companies. 

The  global  mining  map  is  divided 
into  three  main  regions:  South  Africa, 
North  America  and  Australia.  The  erd 
sion  of  the  European  mining  industry 
continues,  and  the  Japanese  are  out  c 
the  picture.  The  pace  of  change  in 
South  African  mining  is  probably  nig! 
er  than  anywhere  in  the  world  right 
now.  The  future  position  that  the 
South  African  mining  companies  are 
carving  for  themselves  will  be  at  the 
top  of  the  global  inining  industry. 

Magnus  Ericsson  is  a  mineral 
economist  and  policy  analyst  at  Ra 
Materials  Group,  Sweden.  He  will 
publish  an  analysis  of  the  South 
African  mining  industry  in  Augu$ 
1997.  Fax:46-8-744-0066.  E-mai{ 
Raw.  Materials.  Group@rrng.  se 
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Total  Assets  (in  millions  of  Cdn  S) 


i  pit,  heap  leach  operation 


ignificant  exploration  potential 


Dayton  Mining  Corporation  is  a  Canadian  based 
international  mining  company  engaged  in  the  world- 
wide exploration,  development  and  operation  of 
precious  metals  properties.  The  Company's  principal 
asset  is  its  100%  owned  and  operated  Andacollo 
Gold  Mine  located  in  northern  Chile.  The  Andacollo 
Gold  Mine  began  commercial  production  on  January 
1, 1996  and  produced  87,650  ounces  during  that  year. 
Production  in  1997  is  forecast  at  130,000,  increasing 
to  160,000  ounces  in  1999.  Life  of  mine  cash  costs 
are  US$200  per  ounce. 

Dayton  management  will  focus  on  its  commit- 
ment to  growing  the  company  and  continuing  to  add 
to  shareholder  value.  This  effort  will  be  achieved 
through  a  combination  of  reserve  expansion  at  the 
Andacollo  Mine  and  an  aggressive  approach  to 
merger  and  acquisition  opportunities. 
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DVERTISEMENT  5 


ow  to  Evaluate  Mining  Stocks 

by  Dr.  Mannie  Rahn 
A  /  hen  evaluating  a  mining 


V  stock,  there  are  several  fac- 
rs  that  should  be  considered: 
Company  Profile:  The  investor 
ould  consider  the  size,  age  and 
story  of  the  company,  whether  it 
ras  one  mine  or  controls  a  vari- 
y  of  projects,  and  whether  it  spe- 
alizes  in  one  commodity  or  has 
versified  its  interests  to  amelio- 
te  its  risk  profile.  The  quality  of 
e  various  mines,  projects  under 
svelopment  and  exploration 
ospects  are  very  important.  The 
lancial  position  (including  such 
pects  as  hedging  policy)  will 
:termine  whether  the  company 
n  survive,  expand,  pay  dividends 
id  increase  the  wealth  of  the 
vestor. 

Management  Competence: 

le  strength  of  the  management 
am  and  its  track  record  are  of 
rdinal  importance.  The  team's 
lility  to  find  ore  bodies,  acquire 
;w  ones  and  expand  the  company 
ould  also  be  considered. 
Type  of  Deposit:  The  type  of 
impany  that  is  formed  to  exploit  a 
ixticular  deposit  depends  on  the 
rm  in  which  the  mineral  deposits 
:cur  —  from  massive  formations 
narrow,  sheetlike  bodies. 
Quality  of  the  Deposit:  The 
d  adage  that  "a  good  ore  body 
akes  a  good  mine"  remains  the 
ost  important  factor  in  any  min- 
g  stock  assessment.  The  deposit 
ust  be  adequately  explored.  A 
inkable  feasibility  study  must  be 
impleted  (or  at  least  examined) 
•  reputable  independent  consul- 
rtts.  The  study  should  consider 
ch  factors  as  the  availability  of 
sic  infrastructure  and  invest- 
snt-friendly  governments.  The 
turn  on  capital  should  enhance 
e  value  of  the  controlling  compa- 
even  if  it  is  necessary  to  bring  in 
rtners  to  lower  the  risk  profile  of 
3  investment. 


Not  much  grows  here. 
Except  Newmont  stock, 


The  company  recently  enlarged  Us  Nevada  land  holdings  from 
half  a  million  to  two  million  acres,  thanks  to  the  acquisition  of  Santa 
Fe  Pacific  Gold  Corporation. 

For  Newmont  shareholders,  that  means  it  will  be  the  growing  season  now  and 
for  a  long  time  to  come. 

Today  the  largest  producer  of  gold  in  North  America,  and  the  second  largest 
in  the  world,  Newmont  and  its  shareholders  possess  an  unrivaled  opportunity  to 
benefit  from  55  million  ounces  of  proven  and  probable  gold  reserves  - 
including  39  million  ounces  in  Nevada. 

Not  to  mention  the  promise  of  future  growth  opportunities  in  a  vast,  and  still 
largely  unexplored,  Nevada  land  package. 

And  the  synergies  created  by  combining  the  two  companies  will  save  $70 
million  annually,  helping  Newmont  continue  to  be  among  the  industry's  most 
efficient  producers. 

To  learn  more  about  the  flourishing,  long-term  prospects  for  Newmont,  call 
for  a  copy  of  our  annual  report:  1-800-81 0-6463 . 
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A  D  V  E  R  T  I  S  E  M  E 


TVpe  of  Commodity:  The 

occurrence  of  commodities  is  such 
that,  on  the  whole,  the  greater 
number  of  companies  are  involved 
in  the  exploitation  of  gold.  With 
the  exception  of  some  minor  met- 
als, the  exploitation  of  commodi- 
ties other  than  gold  is  dominated 
by  large  undertakings. 

Valuation  Methods:  Basically 
three  types  of  valuation  methods 
are  employed  in  determining  the 
value  of  a  mining  stock: 

■  The  market  capitalization 
per-ounce-in-the-ground  method, 
favored  by  North  Americans  and 
Australians.  Using  this  method,  th 
value  of  a  company,  particularly 
gold,  is  determined  by  the 
exploitable  gold  remaining  to  be 
mined.  Applicable  to  near-surface 
low-cost  resources,  this  method 
implies  that  a  company  (in  order 
for  its  share  price  to  continue  ris 
ing)  must  continuously  add  ounces 
to  its  resource  base. 

■  The  traditional  price/earnings 
method,  used  to  derive  a  historical 
or  future  indication  of  returns.  This 
method  is  appropriate  to  the  larger, 
more  geographically  diverse  and 
commodity-diversified  companies. 

■  The  discounted  cash  flow 
method,  used  where  cash  flows  ar 
determined  for  the  life  of  a  projecl 
and  then  discounted  at  an  appropr 
ate  rate  to  obtain  a  value.  This  is 
the  method  most  favored  through 
out  the  world  in  determining  the 
viability  of  projects. 

Conclusion:  No  single  criterior 
can  provide  a  complete  answer  to 
how  a  stock  should  be  valued.  All 
the  methods  are  subject  to  the  sta 
tus  and  activities  of  the  resource 
company  and  the  vagaries  of  the 
commodity  cycle. 

Dr.  Mannie  Rahn,  senior  min- 
ing analyst  at  Standard  Equities 
in  Johannesburg,  has  a  DoctoraU 
in  Business  Economics  from  the 
University  of  South  Africa.  The 
U.S.  company  is  Standard  New 
York,  Inc.  Tel:  (212)  407-5136. 


A  writer 
and  his  buddy 

I  once  wrote  articles  with  a  pencil,  then  typed  them, 
then  covered  the  typescript  with  endless  interlineations, 
then  counted  out  the  words  like  a  second-grader. 


By  Dan  Seligman 

Y  BUDDY  has  trans- 
formed my  life.  On 
balance,  I  think,  it's 
for  the  better.  i 

It  is  true  that  since  his 
arrival  in  the  den,  I  get  out 
of  the  house  less  often,  which 
makes  a  spouse  reproachful.  On 
the  other  hand,  I  now  have 
extremely  accurate  records  of 
how  many  days  are  spent  here 
in  the  great  indoors. 

Materially  assisting  in  the 
recordkeeping  is  the  "save- 
get"  that  allows  one  to  hit 
ALT  +  O  and  then  watch 
"Omigod,  I  never  got  out 
of   the    house  today" 
appear  magically  in  the  day's 
diary  entry.  Possibly  2,500 
keystrokes  a  year  are  being 
saved  by  this  productivity- 
enhancing  XyWrite  com- 
mand. Also  doing  heavy 
duty  in  the  diary  is  ALT  +  T, 
which  yields  "to  be  sure,"  a  phrase  I 
seem  to  use  more  and  more  as  the 
years  flow  by  and  I  see  life  situations 
as  more  nuanced. 

Yes,  it  is  true:  I  am  still  clinging  to 
DOS  and  XyWrite  for  the  diary.  This  is 
only  partly  out  of  sentiment.  It  is  also 
because  this  passe  word  processor  is 
faster  and  smoother  than  my  Word 
6.0  when  it  comes  to  searching  for 
key  words  and  phrases.  This  search 
may  sound  unimportant,  but  it  isn't 
for  diarists  needing  to  keep  track  of 
indoor-outdoor  ratios,  tennis  scores, 
mean  time  between  haircuts  and 
other  signs  of  active  life.  Furthermore, 


poor 

old  orphaned 

XyWrite  still  enables  one  to  display 
burnt-orange  text  against  a  black 
background,  not  yet  possible  for  some 
reason  in  world -dominating  Word. 

I  am  increasingly  late  for  breakfast. 
The  problem  is  that  to  get  to  the 
dining  area,  I  need  to  pass  my 
buddy's  room,  which  even  on  an 
empty  stomach  is  hard  to  do  when 
you  haven't  yet  checked  the  E-mail  or 
the  overnight  fax-modem  transmis- 
sions. Or  monitored  the  late  sports 
news  on  America  Online,  which  is 


generally  more  cur- 
rent than  today's  New  York  Times 
about  ball  games  last  night  that  got 
played  west  of  the  Rockies,  if  not  the 
Alleghenies. 

Not  only  that,  but  I  haven't  yet 
played  the  day's  first  game  of  speed 
chess  with  the  machine  dumbed 
down  to  its  second-lowest  level, 
where  one  seldom  wins.  In  my  case, 
the  technology  is  a  $20  program  pro- 
duced by  a  company  called  atOnce 
Software  and  featuring  sound  effects 
that  include  a  spectral  voice  telling 
you  when  you've  been  checked — 
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rather  helpful  for  patzers. 

There  is  as  yet  no  save-get  moni- 
toring the  dimensions  of  this  get- 
ting-to- breakfast  problem,  but  the 
underlying  dynamics  seem  clear 
enough.  Why  indeed  go  out  of  the 
house  when  one's  buddy  is  far 
more  compliant  and  less  argu- 
mentative than  the  average 
Manhattanite  you  bump  into 
on  72nd  Street?  Why  deal 
with  self-aggrandizing 
humans    when  the 
increasingly  plausible 
alternative  is  this  quite 
subordinate  and  normally 
obedient  entity  in  the  den 
to  whom  one's  relation- 
ship is  essentially  that  of 
slave  owner? 

So  what's  wrong  with 
just  sitting  there  at  the  key- 
board and  having  this 
buddy  arrange  for  home 
delivery  of  liquor,  flowers,  a 
biography  of  Stalin  with  still 
more  archival  material, 
unbiased  advice  on  auto 
repairs?  I  can,  if  so  minded, 
avail  myself  of  more  statistical  infor- 
mation than  was  available  to  an  aver- 
age Cabinet  member  five  years  ago, 
according  to  Sally  Katzen,  adminis- 
trator of  the  Office  of  Management  & 
Budget's  Office  of  Information  & 
Regulatory  Affairs.  (You  attain  this 
superinformed  state  by  dialing  up 
www.  fedstats .  gov. ) 

Is  the  Katzen  claim  valid?  I  wanted 
to  find  out  the  area  of  Manhattan, 
and  after  many  minutes  of  barging 
around  in  the  database,  I  seriously 
doubt  that  the  answer  is  in  there.  (But 
it's  in  my  World  Almanac:  28  square 
miles.)  Next  I  tried  the  number  of 
persons  working  as  farmers  in  the 
U.S.  Searches  of  fed  stats  from  the 
Labor  and  Agriculture  departments 
led  to  lots  of  stuff  about  farm  owners 
but  nothing  on  farm  employees.  In 
the  end,  though,  Katzen  scored  with 
an  on-line  version  of  the  Statistical 
Abstract  (1,045  pages  in  the  off-line 
version),  and  there  I  learned  that 
3.5  million  persons,  more  than  half 
of  them  employees,  worked  as  farm- 
ers in  1995. 

In  this  case  my  buddy  was  perhaps 
less  marvelous  than  usual.  To  get  this 


Why  deal  with  all  those  self- 
aggrandizing  humans,  when  the 
alternative  is  this  subordinate 
and  obedient  entity  in  the  den? 


piece  of  information  I  had  to  down- 
load Adobe  Acrobat  Version  3.0  in 
order  to  display  Statistical  Abstract 
pages,  all  of  which  is  arguably  insane, 
given  that  the  Acrobat  download  pre- 
sents numerous  pitfalls  and  the  book 
itself  was  already  sitting  on  my  shelf. 

In  practicing  the  craft  of  journalism 
without  leaving  the  apartment,  it  is 
also  extremely  helpful  to  have  access 
to  Nexis,  which  offers  complete  texts 
of  articles  and  news  stories  from  sev- 
eral thousand  papers  and  magazines. 
With  this  kind  of  backup  a  chap  often 
needs  less  than  an  hour  of  searching 
to  make  the  transition  from  vague 
awareness  of  some  controversy 
to  facts. 

An  example:  When  Alger  Hiss  died 
a  few  months  ago,  and  got  a  warm 
send-off  from  the  president  of  Bard 
College,  I  had  a  sudden  yen  to  write 
something  vengeful  about  a  fact 


dimly  remembered — that  Bard 
actually  has  an  endowed  chair 
for  an  Alger  Hiss  professor  of 
social  studies.  This  led  to  a 
Nexis  search  for  all  articles  men- 
tioning Bard  and  Hiss,  and  within 
about  12  seconds  the  database 
counted  109  articles  meeting  my 
specifications.  Fantastic,  eh? 
Alas,  most  of  them  were  of 
little  use  in  my  project. 
They  tended  to  be 
by   literary  folk 
dwelling  on  a  propo- 
sition previously 
unknown  to  me:  that  in 
Shakespearean  times 
the   audience  would 
often   boo   and  hiss 
when  the  villain  came 
onstage.  Still,  I  did  get 
some  details  about  the 
prof  with  the  Hiss-fla- 
vored    money  and 
would  almost  certainly 
have  written  an  article 
about  him  but  for  a 
sudden  intuition  that 
those  folks  out  there 
on  the  street  might  not  care  that  the 
president  of  a  small  college  is  soft  on 
espionage. 

My  buddy  is  a  Pentium-based  Dell 
machine  running  at  120  megahertz, 
with  1 .6  gigabytes  of  disk  space — not 
exactly  at  the  high-tech  cutting  edge 
nowadays,  but  then  18  months  have 
passed  since  he  was  acquired.  This  is 
my  fourth  desktop  denizen  (there 
have  also  been  three  laptops)  and,  like 
his  predecessors,  he  began  obsolesc- 
ing  before  he  was  fully  installed — the 
standard  experience  in  a  world  where 
a  dollar  buys  4%  more  processing 
power  every  month. 

Still,  my  aging  buddy  remains  quite 
serviceable  and  is  far  superior  to  any- 
thing available  to  Bill  Gates  when  I 
first  ran  into  him  a  dozen-odd  years 
ago.  I  met  Gates  at  a  Microsoft  pro- 
motional event  back  in  the  mid- 
1980s,  when  I  was  deep  into  my  pro- 
gramming phase.  Nowadays  my 
buddy  is  used  for  a  whole  lot  of  other 
stuff,  but  when  the  first  PC  landed  in 
the  den  in  1984,  I  was  under  the 
impression  that  really  smart  people 
used  computers  for  computing. 
Eager  to  show  off,  I  acquired  a 
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Basic  manual  and  spent  much  of  the 
late  1980s  looking  for  problems  that 
the  Basic  programming  language 
might  solve.  How  many  different 
ways  were  there  to  get  dressed  in  the 
morning?  That  is,  in  how  many  dif- 
ferent orders  could  a  chap  put  on  1 1 
garments?  If  you  could  don  them  in 
any  sequence,  then  the  answer  would 
be  11  factorial,  or  39,916,800,  but  of 
course  socks  have  to  go  on  before 
shoes,  shirts  before  ties,  etc.,  meaning 
that  many  of  those  paths  are  blocked. 
So,  taking  account  of  all  the  con- 
straints, how  many  possible  sequences 
are  there?  The  answer  turned  out  to 
be  5,327,  and  it  took  my  256K  IBM 
40  hours  to  print  them  all  out.  (This 
was  before  I  had  learned  how  to  com- 
pile programs.) 

After  I  had  proudly  published  this 
result,  several  mathematicians  wrote 
in  to  explain  that  it  was  possible  to 
solve  the  problem  in  20  minutes  with 
pencil  and  paper,  but  Bill  Gates  said 
(and  we  have  witnesses)  that  he  rather 
admired  our  own  approach. 

More  practical  was  a  randomized 
seating  program  for  the  players  in  our 
monthly  poker  game.  This  program 
was  created  as  a  lark,  but  soon  got  to 
be  in  serious  demand  as  game  partic- 


ipants came  to  realize  that  seating 
relationships  at  the  table  could  pow- 
erfully affect  one's  profit  prospects  for 
the  evening.  Nobody,  for  example, 
wanted  to  sit  to  the  left  of  Eberhard 
Faber  (yes,  he's  related  to  the  pencils), 
a  strong  player  who  repeatedly  dealt 
draw — draw  poker  being  a  game  in 
which  those  to  the  left  of  the  dealer 
are  "under  the  gun,"  required  to  bet 
or  check  before  they  can  garner  any 
clues  about  other  players'  hands. 

If  I  were  truly  rich,  I  would  have  a 
Gulfstrearn  v,  a  reconditioned  1973 
cherry-red  Cadillac  convertible  and 
an  in-house  swat  team  trained  to 
deal  swiftly  and  mercilessly  with 
anomalies  in  my  management  infor- 
mation systems.  Members  of  the 
team  would  tell  me  instantly  what 
was  going  on  when  the  monitor  dis- 
played a  message  about  a  "spool  32 
failure"  or,  more  ominous  and  more 
frequent,  the  nonchalant  "A  fatal 
exception  0D  has  occurred  at 
012F:00007DB3.  The  current  appli- 

If  I  were  truly  rich,  I  would 
have  an  in-house  swat  team 
trained  to  deal  mercilessly 
with  all  system  anomalies. 


cation  will  be  terminated." 

The  swat  team  would  have  known 
how  to  fix  things  instantly  last 
summer  when  my  buddy  went  into  a 
swoon  that  caused  the  monitor  to  dis- 
play only  garbage.  In  their  absence  I 
found  myself  conversing  endlessly 
with  Dell  tech-support  guys  who  dis- 
agreed among  themselves  as  to 
whether  I  had  a  hardware  or  software 
problem.  Mr.  Software  turned  out  to 
be  right  in  his  diagnosis,  and  the 
problem  was  solved  after  I  reluctantly 
assented  to  his  prescription,  which 
was  to  do  an  fdisk  and  reformat  the 
hard  drive,  and  then  load  back  all  my 
programs. 

If  I'd  had  a  SWAT  team,  its  members 
would  have  done  the  job,  and  unlike 
me,  would  have  found  some  way  to 
do  it  without  losing  irreplaceable 
TaxCut  data  files. 

My  buddy  is  the  world's  greatest 
adult  toy;  he  is  also  indispensable  in 
the  writing  business.  Was  there  really 
a  time  when  I  wrote  articles  with  a 
pencil,  then  typed  them,  then  covered 
the  typescript  with  endless  inter- 
lineations, then  counted  out  the 
words  like  a  second-grader?  There  was 
such  a  time,  but  I  wouldn't  want  to 
go  back  to  it. 

Can  there  possibly  be  any  profes- 
sional writers  left  who  still  use  type- 
writers? I  wrote  that  last  sentence, 
then  went  into  Nexis  and  instantly 
found  one — Ray  Bradbury,  author  of 
Fahrenheit  451,  lots  of  other  novels 
and  500-odd  short  stories.  An  article 
in  Playboy  quotes  him  as  stating  that 
he  finds  word  processors  too  quiet. 
Okay,  it  takes  all  kinds. 

A  persistent  childhood  memory  is 
of  my  father's  despair  over  the  static 
on  our  console-size  Philco 
radio,  and  of  his  occa- 
sionally successful 
efforts  to  deal 
with  this 
problem  by 
slapping  the 
rr  thine  quite 
vigorously.  I  catch 
myself  sometimes 
fantasizing  about 
doing  the  same  to  this 
equipment  here  on  the 
desktop,  but  that's  no 
way  to  treat  a  buddy.  M 
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Introducing  the  new  Libretto. 
The  1.85  lb.  phenomenon. 

Don't  let  the  size  fool  you.  What  you're 
looking  at  is  the  innovation  that  will  set  the 
highest  of  industry  standards  in  the  tiniest 
of  places.  Capable  of  rurrning  Windows®  95, 
yet  compact  and  light  enough  to  fit  in  the 
palm  of  your  hand.  There  is  no  other  computer 
like  it.  Introducing  the  Libretto®  50CT.  The 
first  portable  of  its  kind.  A  mini-notebook 
that  allows  you  to  access  e-mail,  work  on 
spreadsheets  or  even  update  your  handicap 
from  just  about  any  fairway.  So  light  and 
small  it's  the  perfect  communication  and 
information  manager.  With  the  Libretto 
you'll  definitely  improve  your  game.  And 
everything  we  do  is  designed  to  provide  you 
with  the  tools  to  do  just  that.  After  all,  we 
share  a  simple  philosophy.  Always  Lead™ 


SIZE  AND  WEIGHT 

At  8.3"  x  4.5"  x  1.3"  and  only  1.85  lbs., 
the  Libretto  is  so  small  and  light  it's 
the  perfect  companion. 


pentium- 

PENTIUM*  PROCESSOR 

A  powerful  Pentium*  processor 
delivers  all  the  performance  you  need. 


3(  in 


CONNECTIVITY 

With  the  PC  card  slot  you  can  stay 
connected  with  a  modem  and  hook 
up  to  a  floppy  disk  drive  or  CD-ROM. 
Experience  wireless  connectivity  with 
built-in  infrared  capabilities. 

Designed  for 
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Microsoft" 
Windows"95 

WINDOWS  95  PERFORMANCE 

The  only  mini-notebook  to  run 
Windows  95. 


Libretto  50CT 

•  61"  dla  active-matnx  TFT  colcr 
display.  640  x  480  resolution 

•  75MHz  (2  9v)  Pentium* 
processor,  16KB  internal  cache 

•  810  million  byte  (-772MB)  HDD 

•  16MB  EDO  DRAM 
(expandable  to  32MB) 


■  Built-in  16-bit  audio  with 
internal  speaker 

•  External  floppy  disk  drive 

•  One  Type  II  PC  Caid  slot 
supports  modem,  floppy  disk 
drive  or  optional  CD-ROM  dnve 

•  Serial  Infrared  IrDA 
compliant  port 


■  Lithium  Ion  battery 

■  Libretto  Accupoint" 
pointing  device 

■  1.85  lbs 
•83"x45-xl3" 

■  Optional  Enhanced  Port 
Replicator  or  optional 
Port  Expander 


•  Windows  95  standard 

•  1-year  limited  warranty 

•  Toll-free  technical  support  - 

7  days  a  week.  24  hours  a  day 


For  more  information,  visit  ht^://computers.toshiba.com,  or  call  1-800-457-7777. 


In  Touch  with  Tomorrow 
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The  geeks  have  inherite 


Want  insights  about  the  future  that  you  can't  get 
from  market  letters  and  business  manuals? 
Try  dipping  into  science  fiction. 
No,  we're  not  kidding. 


By  Zina  Moukheiber 

WITH  A  FELT-TIP  PEN,  William 
Gibson  crossed  out  "info- 
space,"  then  "dataspace,"  on 
his  yellow  legal  pad.  They  were  words 
he'd  made  up,  but  they  just  weren't 
catchy  enough.  Then  it  clicked: 
"cyberspace,"  a  term  with  the  feel  of 
a  buzzword  and  a  hint  of  poetry. 
Gibson  was  writing  a  short  story, 
"Burning  Chrome,"  and  trying  to 
label  an  electronic  network.  It  was 
pure  science  fiction,  and  the  year  was 
1981 — years  before  the  Internet 
started  to  make  its  mark  on  the 
global  consciousness. 

Science  fiction  is  more  than  inele- 
gant prose  for  pencil-necked 
teenagers.  Businesspeople  and 
investors  looking  to  discover  where 
technology  is  taking  us  would  do  well 
to  pay  attention  to  it.  Through  the 
decades  the  idea  factory  of  SF,  as  it's 
called  today,  has  sparked  the  imagi- 
nation of  generations  of  inventors 
who  have  tried  to  nudge  the  world  a 
little  closer  to  their  collectively  imag- 
ined future. 

"It's  not  just  literature,"  says 
Robert  Stearns,  chief  technologist  at 
Compaq  Computer.  "It  embeds  in 
our  mind  certain  key  expectations 
about  technologies  and  how  we're 
going  to  use  them." 

Today's  science  fiction  goes  even 
further,  foreseeing  fully  realized 
futures  whose  outlines  are  visible 
within  the  present — as  if  the  today  is 
just  the  beta  version  of  the  tomorrow. 

Spinning  scenarios  for  us  to  choose 
or  avoid,  writers  like  Gibson  have 
their  own  impact.  Writing  in  The 
Economist,  Professor  Paul  Krugman 
of  Stanford  University  recently  dis- 
missed a  small  shelf  of  economics- 
heavy  books  by  such  notables  as  his- 
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torian  Paul  Kennedy,  management 
consultant  Stephane  Garelli,  military 
expert  Edward  Luttwak  and  busi- 
nessman Sir  James  Goldsmith:  "If 
you  want  to  read  intelligent,  well- 
written,  grimly  imaginative  specula- 
tions about  what  might  happen  to 
our  societies  if  present  trends  contin- 
ue... you  would  do  far  better  to  read 
Neal  Stephenson  or  other  clever 
'cyberpunk'  writers  like  William 
Gibson  and  Bruce  Sterling." 

The  geeks,  it  seems,  have  inherited 
the  Earth. 

"Something  made  you,  Cutie," 
pointed  out  Powell.  "You  admit  your- 
self that  your  memory  seems  to  spring 
full-grown  from  an  absolute  blankness 
of  a  week  ago.  Vm  giving  you  the 
explanation.  Donovan  and  I  put  you 
together  from  the  parts  shipped  us." 

Cutie gazed  upon  his  long,  supple 
fingers  in  an  oddly  human  attitude  of 
mystification.  "It  strikes  me  that  there 
should  be  a  more  satisfactory  explana- 
tion than  that.  For  you  to  make  me 
seems  quite  improbable." 

The  Earthman  laughed  quite  sud- 
denly, "In  Earth's  name,  why?" 

"Call  it  intuition. ..." 

-Isaac  Asimov:  7,  Robot  (1950) 

None  of  this  futuristic  business  is 
new.  In  1865  Jules  Verne  wrote  From 
the  Earth  to  the  Moon,  describing  a 
huge  cannon  blasting  astronauts  into 
space  from  a  Florida  launching  pad. 
In  tribute  to  his  ingenuity,  a  hill-scale 
model  of  his  spacecraft  (featuring  red 
velvet  seats  and  a  whiskey-stocked 
cupboard)  is  on  display  at  the 
National  Air  &  Space  Museum.  H. 
G.  Wells,  a  Verne  near-contemporary, 
wrote  about  tank  warfare  in  The  Last 
Ironclads  (1903)  and  aerial  bombing 


in  The  War  in  the  Air  ( 1908). 

Scratch  a  techie  and  you're  likely  to 
find  an  abiding  love  for  science  fic- 
tion. Space  engineers  at  the  National 
Aeronautics  &  Space  Administration 
readily  admit  they  were  drawn  into 
rocketry  thanks  to  the  writings  of 
Robert  Heinlein,  Arthur  C.  Clarke 
and  Isaac  Asimov.  NASA's  Jet  Propul- 
sion Laboratory  routinely  invited 
Clarke,  Ray  Bradbury  and  other  writ- 
ers to  discuss  interplanetary  encoun- 
ters, such  as  the  landing  of  the  Viking 
spaceship  on  Mars. 

"Science  literature  is  cut  and  dry," 
says  Yoji  Kondo,  an  astrophysicist  at 
NASA  and  a  writer.  "Science  fiction 
makes  it  exciting  and  allows  scientists 
to  dream." 

Which  is  why  we  say  businesspeo- 
ple and  investors  ought  to  pay  atten- 
tion. From  these  dreams  come  the 
wonders  of  our  age.  Verne's  Robur 
the  Conqueror  (1886)  inspired  Igor 
Sikorsky  to  build  the  first  helicopter 
in  1939.  His  company,  Sikorsky  Heli- 
copters, is  now  a  division  of  United 
Technologies.  Nobel  Prize-winning 
physicist  Richard  Smalley  got  very  big 
dreams  reading  Arthur  C.  Clarke's 
Fountains  of  Paradise  (1978),  which 
includes  a  description  of  space  eleva- 
tors. "One  of  my  dearest  hopes  in  life 
is  to  build  the  cable  for  the  space  ele- 
vator," he  says.  Now,  advances  he  has 
brought  to  nanotechnology — super- 
tiny  manufacturing — have  taken 
lightweight,  superstrong  materials 
out  of  the  realm  of  pure  fantasy. 

Daniel  Hillis  pioneered  parallel 
supercomputing  and  founded  Think- 
ing Machines  in  1983;  he  credits 
Isaac  Asimov's  landmark  I,  Robot  and 
Robert  Heinlein's  The  Moon  Is  a 
Harsh  Mistress  (1966)  for  his  early 
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The  Timken  Company  and  its  subsidiaries  make  and 
servic  e  bearings  that  weigh  half  an  ounee.  And  bearings 
that  weigh  nine  tons.  Wherever  wheels  or  shafts  turn 
from  disk  drives  to  drilling  rigs,  from  dental  drills  to 
rolling  mills,  Timken  precision  improves  performance. 


Sci-fi:  a  true  tale 


Stories  of  science  and  wonder  existed  for  more  than  a  century  before  the  term  "science  fiction."  Notes  Brian 
Stableford,  sf  historian:  "[Science  fiction]  is  primarily  concerned  with  transcending  imaginative  boundaries,  with 
breaking  free  of  the  gravitational  force  which  holds  consciousness  to  a  traditional  core  of  belief  and  expectancy." 

-Ben  Pappas 

1930s 

Film:  Flash  Gordon  (1936, 1938), 
Buck  Rogers  (1939) 
Text:  Brave  New  World 
(Aldous  Huxley,  1932) 

The  Great  Depression  leaves  a  quarter  of  America's  work 
force  unemployed,  and  escapist  science  fiction  adventures 
speed  readers  to  a  better  world  in  the  future.  Film  versions 
of  two  of  the  most  famous  space  adventurers,  Flash 
Gordon  and  Buck  Rogers,  both  star  Larry  (Buster)  Crabbe. 
H.G.  Wells'  The  Invisible  Man  becomes  a  movie  hit.  Orson 
Welles'  radio-news-style  appropriation  of  Wells'  War  of  the 
Worlds  sends  more  than  a  million  listeners  into  a  panic. 


1920s 

Film:  Metropolis  (1926) 
Text:  Amazing  Stories  (1926) 

In  1926  science  fiction  gets  off  the  ground:  At  the  newsstand,  inventor 
and  author  Hugo  Gernsback  (see  box,  p.  362)  publishes  Amazing 
Stories,  the  first  science-fiction-only  magazine;  in  the  cinema,  Fritz 
Lang's  Metropolis  presents  visions  of  a  future  city  with  spiraling  towers, 
massive  machines  and  robots. 


decision  to  study  artificial  intelli- 
gence. Hillis  was  fascinated  by  Hein- 
lein's  concept  of  an  increasingly  com- 
plex network  of  computers  that 
achieves  true  intelligence.  "It  led  to 
my  work  in  parallel  processing,"  says 
Hillis,  who  is  now  doing  R&D  at 
Disney.  Science  fiction's  influence  on 
Hillis'  decisions  went  back  even  fur- 
ther. He  read  Heinlein's  Have  Space 
Suit — Will  Travel  (1958)  when  he 
was  in  junior  high,  and  decided  to 
follow  the  college  choice  of  the  hero 
of  the  tale  by  going  to  MIT. 

Vital  tools  that  businesses  and  con- 
sumers rely  on  were  inspired  by  sci-fi 
scribes.  Arthur  C.  Clarke,  who  holds  a 
bachelor's  degree  in  physics  and  math 
from    London's    King's  College, 


described  the  concept  of  communica- 
tions satellites  in  a  1945  article,  "How 
the  World  was  One."  Hughes  Space 
and  Communications  Co.  built  the  first 
such  satellite,  Early  Bird,  and  Comsat 
Corp.  launched  it  in  1965.  Comsat 
invited  Clarke  to  the  launch.  "He  is  the 
godfather  of  communications  satel- 
lites," says  Harold  Rosen,  who  built 
Early  Bird  at  Hughes. 

Robert  Heinlein  foresaw  robotic 
hands  controlled  remotely  by  gloves 
and  called  them  "Waldos,"  a  name 
that,  improbably,  stuck.  Oh,  yes, 
Heinlein  got  the  literary  jump  on 
waterbeds,  as  well.  And  Dick  Tracy's 
wrist  radio  is  the  Holy  Grail  of  the 
wireless  industry,  says  James  Caile,  a 
marketing  vice  president  for  Motoro- 


la. Caile  hung  a  framed  original  1946 
comic  strip  showing  cartoonist 
Chester  Gould's  most  enticing  inven- 
tion in  his  office.  "We'll  get  there  at 
some  point,"  he  vows. 

Cyberspace.  A  consensual  halluci- 
nation experienced  daily  by  billions  of 
legitimate  operators,  in  every  nation, 
by  children  being  taught  mathemati- 
cal concept . . .  A  graphic  representa- 
tion of  data  abstracted  from  the  banks 
of  every  computer  in  the  human  system. 
Unthinkable  complexity.  Lines  of  light 
ranged  in  the  nonspace  of  the  mind, 
clusters  and  constellations  of  data.  Like 
city  lights,  receding. ... }} 

-William  Gibson, 
Neuromancer  (1984) 
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To  get  a  grasp  on  international  insurance,  you  need  local  access  with  global  capabilities. 
That's  why  we  provide  flexible  coverage  that  can  expand  as  your  business  grows.  So  for  a  single  resource  for 
property  and  casualty  insurance  in  over  120  countries,  Royal  is  an  easy  decision  to  reach. 
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1  QAAc 

Film/TV:  Superman  (serial,  1948), 
Captain  Video  (TV,  1949) 
Text:  Earth  Abides  (George  Stewart,  1949), 
Nineteen  Eighty-Four  (George  Orwell,  1949) 

Science  fiction  gains  momentum,  despite  World  War  II. 
More  magazines  appear,  and  characters  such  as  Superman 
become  universal  heroes  through  television  and  radio.  The 
bomb  and  the  atomic  age  usher  in  a  darker  side  of  science 
fiction,  as  evidenced  by  the  post-apocalyptic  Earth  Abides 
and  the  totalitarian  Nineteen  Eighty-Four. 


»  •  •  • 


1950s 

Film/TV:  The  Day  the  Earth  Stood  Stiil  (1951), 
Godzilla  (1954),  Invasion  of  the  Body  Snatchers 
(1956),  Forbidden  Planet  (1956), 
The  Twilight  Zone  (TV,  1959) 
Text:  The  Martian  Chronicles,  Fahrenheit  451 
(Ray  Bradbury,  1950, 1951), 
Childhood's  End  (Arthur  C.  Clarke,  1953), 
f,  Robot  (Isaac  Asimov,  1950) 
Science  fiction  heroes  shift  from  supermen  to  common 
men  struggling  against  superforces— technology, 
nature  and  extraterrestrials.  Invasion  of  the  Body 
Snatchers'  "pod  people"  raises  issues  of  Eisenhower- 
era  conformity  and  McCarthy-era  paranoia.  Science  fic- 
tion masters  publish  some  of  their  most  famous  works; 
the  first  college  science  fiction  course  is  taught  at  City 
College  of  New  York  in  1953. 


Many  of  the  people  trying  to 
design  our  high-tech  world  say 
Gibson's  ideas  have  guided  them 
toward  Neuromancer's  as-yet-unreal- 
ized marriage  of  the  Internet  and  vir- 
tual reality.  The  book  "put  us  in  a  dif- 
ferent direction,"  says  Larry  Smarr, 
director  of  the  National  Center  for 
Supercomputing  Applications  at  the 
University  of  Illinois  at  Urbana- 
Champaign.  "Instead  of  just  design- 
ing supercomputing,  we  were  going 
to  design  a  cyberspacelike  world." 

When  a  college  kid  named  Marc 
Andreessen  (Netscape's  cofounder) 
helped  to  develop  Mosaic,  software 
that  made  it  easy  to  browse  the  fledg- 
ling World  Wide  Web,  Smarr  recalls 
thinking  that  he  had  created  a 
window  into  cyberspace  similar  to  the 
Ono-Sendai  deck,  Gibson's  imagined 


brand  name  for  the  machines  that  let 
users  jack  into  the  Net. 

Entrepreneurs  have  taken  their 
inspiration  from  Gibson  as  well.  Mark 
Pesce  quit  a  job  designing  software  to 
form  a  company  he  called  Ono- 
Sendai  in  1991.  His  initial  efforts  to 
create  a  three-dimensional  environ- 
ment on  the  Internet  would  eventu- 
ally collapse.  To  use  a  phrase  from 
Paul  Saffo,  a  director  of  the  Menlo 
Park,  Calif-based  Institute  for  the 
Future,  Pesce  confused  a  clear  line  of 
sight  with  a  short  distance;  the  task 
was  too  vast  for  his  small  company. 
Pesce  recalls  the  failure  with  frustra- 
tion: "Science  fiction  . . .  inspires  you, 
and  it  can  make  you  nuts.  People  get 
impatient." 

Pesce  eventually  teamed  up  with 
fellow  science  fiction  buff  Anthony 


Parisi  to  create  a  language  allowing 
developers  to  build  their  own  3-D 
applications.  Now  35  computer  com- 
panies— including  Microsoft,  Net- 
scape, Oracle  and  Intel — have  rallied 
behind  the  team's  Virtual  Reality 
Modeling  Language. 

The  place  Gibson  named  doesn't 
really  look  much  like  what  we  call 
cyberspace  today:  He  envisioned  a 
largely  corporate  and  educational  net- 
work whose  vast  depositories  of  data 
were  displayed  visually.  What  we 
ended  up  with  is  more  like  a  fully 
realized  city,  with  virtual  homes,  busi- 
nesses, libraries,  nightclubs — even  a 
red  light  district.  It  is  closer,  in  other 
words,  to  another  science  fiction 
vision,  the  "metaverse"  Neal 
Stephenson  envisioned  in  his  1992 
Snow  Crash.  That  particular  moniker 
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Fact,  not  fiction 

If  you  can  imagine  it,  you  can  count  on  it  happening.  Just  one  reason  to  work  with  the  investment  bank  that 
excels  in  analyzing  market  valuations  for  firms  in  emerging  industries.  The  same  bank  that  pioneered 
the  financing  of  wireless  companies,  raising  over  Sio  billion  in  debt  and  equity  capital  in  the  last  decade. 
Donaldson,  Lufkin  &  Jenrette.  We  have  become  a  leader  in  our  industry  by  first  understanding  yours. 
To  learn  more  about  our  services  for  wireless  companies,  contact  Robert  K.  Johnson  at  212.892.3508. 
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for  wireless 

companies 


What  are  you  doing  about  it? 


Investment  Banking 
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1960s 

Film/TV:  Barbarella  (1967),  2001:  A  Space 
Odyssey  (1968),  Star  Trek  (TV,  1966) 
Text:  Stranger  in  a  Strange  Land 
(Robert  Heinlein,  1961), 
Dune  (Frank  Herbert,  1965) 
Science  fiction  rockets  into  the  stratosphere  of 
popular  culture  as  man  reaches  the  moon. 
Robert  Heinlein's  Stranger  in  a  Strange  Land  and 
Frank  Herbert's  Dune  top  the  bestseller  list. 
Heinlein's  text  becomes  a  virtual  road  map  for 
Ken  Kesey  and  his  Merry  Pranksters.  At  the 
movies  science  fiction  is  now  socially  internalized 
enough  to  allow  for  the  silly—  Barbarella— and 
the  stellar— 2001:  A  Space  Odyssey. 
Dr.  Martin  Luther  King  Jr.,  recognizing  the 
social  importance  of  Star  Trek,  asks  Nichelle 
Nichols  not  to  leave  her  post  as  the  Enterprise's 
Lieutenant  Uhura. 


has  not  caught  on,  but  many  of 
Stephenson's  ideas  about  what  the 
on-line  world  can  look  like  are  driv- 
ing a  new  generation  of  entrepre- 
neurs to  try  to  match  it. 

In  Stephenson's  Snow  Crash,  hack- 
ers who  have  the  technical  know-how 
to  write  their  own  code  sport  sophis- 
ticated, graphically  complex  on-line 
avatars,  or  three-dimensional  perso- 
nae,  who  interact  in  the  virtual  world. 
Japanese  businessmen,  on  the  other 
hand,  order  up  minutely  detailed, 
perfect  images  of  themselves  in  the 
same  dark  suits  they  wear  to  the 
office.  Newbies  coming  in  through 
cheap  public  terminals  must  make  do 
with  grainy,  jerky  black-and-white 
models.  The  techno-elite  mingle  in 
an  on-line  bar  called  Black  Sun. 

It's  already  on  its  way.  Software 
engineer  Franz  Buchenberger  has 
raised  $8  million  in  venture  money  to 
form  Black  Sun  Interactive,  based  in 
San  Francisco  and  Munich,  Germany. 
The  company  has  revenues  of  almost 


$1  million,  and  sells  tools  to  build 
3-D  environments  and  avatars. 
Buchenberger  has  tried  to  follow 
Stephenson's  game  plan  at  every 
turn,  from  avatars  coming  together  in 
on-line  gatherings  to  "cybercards" 
for  storing  and  exchanging  personal 
information.  For  the  Super  Bowl  in 
January,  Black  Sun  built  an  avatar 
community  for  SportsLine  USA's  Web 
site.  Fans  chatted  in  a  virtual  locker 
room  or  in  the  SuperDome,  which 
was  a  virtual  representation  of  the 
New  Orleans  stadium. 

Buchenberger  E-mailed  Stephen- 
son to  get  his  blessing  for  use  of  the 
Black  Sun  name  and  even  asked  if  the 
author  would  be  interested  in  pro- 
moting the  company.  Stephenson, 
who  has  signed  a  lucrative  Snow 
Crash  film  deal,  demurred.  "I  think 
people  have  figured  out  that  I'm  not 
going  to  do  that,"  says  the  goateed 
37-year-old. 

Worlds  Inc.,  based  in  San  Francis- 
co, is  also  developing  on-line  virtual 


chat  environments  for  customers  such 
as  AT&T  and  Absolut  vodka.  Founder 
David  Gobel  said  he  had  been  work- 
ing on  the  ideas  before  Snow  Crash 
came  along,  and  when  he  did  read 
the  book,  initially  he  says  he  was 
"•pissed  off,  because  Snow  Crash  gave 
my  business  plan  away." 

"This  is  America.  People  do  whatev- 
er thef***  they  feel  like  doing,  you  got 
a  problem  with  that7.  Because  they  have 
a  right  to.  And  because  they  have  guns 
and  no  one  can  f**  *ing  stop  them.  As 
a  result,  this  country  has  one  of  the 
worst  economies  in  the  world.  When  it 
gets  down  to  it — talking  trade  balances 
here — once  we've  brain-drained  all 
our  technology  into  other  countries, 
once  things  have  evened  out,  they're 
making  cars  in  Bolivia  and 
microwave  ovens  in  Tadzhikistan  and 
selling  them  here — once  our  edge  in 
natural  resources  has  been  made  irrel- 
evant by  giant  Hong  Kong  ships  and 
dirigibles  that  can  ship  North  Dakota 
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We'll  get  our  people  right  on  it. 

■  You  face  a  vast  sea  of  choices.  On  one  side, 
your  company.  The  other,  your  new  location. 
Fortunately  for  you,  we're  prepared  to  do  every- 
thing in  our  power  to  make  the  decision  easy. 
Like  arranging  face-to-face  meetings  with  state 
and  local  leaders.  Finding  unexpected  ways  of 
reducing  costs.  Even  offering  incentives  some 
businesses  would  consider,  well,  miraculous.  ■  To 
learn  more,  call  1-800-340-3323.  Because,  when  it 
comes  to  business,  Mississippi  may  well  be  the 
promised  land. 


Mississippi.  We  can  do  that 


Mississippi  Department  of  Economic  and  Community  Development  •  RO.  Box  849  •  Jackson,  Mississippi  •  39205  •  http://www.mississippi.org 


N 


1970s 

Film/TV:  Close  Encounters  of  the  Third  Kind 

(1977),  Star  Wars  (1977),  Alien  (1979) 

Text:  The  Dispossessed  (Ursula  K.  Le  Guin,  1974) 

In  1975  the  U.S.  surrenders  Saigon;  two  years  later  it 
laps  up  George  Lucas'  new  space  opera,  which  pushes 
all  the  right  buttons  and  soothes  the  country's  damaged 
psyche.  Star  Wars  and  its  cousin,  Close  Encounters  of 
the  Third  Kind,  also  establish  science  fiction  as  a  box 
office  money  machine.  Women  increase  their  presence 
in  the  universe  as  Ursula  K.  Le  Guin  emerges  as 
a  major  science  fiction  writer  and  Sigourney  Weaver 
single-handedly  battles  an  alien. 


all  the  way  to  New  Zealand  for  a 
nickel — once  the  Invisible  Hand  has 
taken  all  those  historical  inequities  and 
smeared  them  out  into  a  broad  global 
layer  of  what  a  Pakistani  brickmaker 
would  consider  to  be  prosperity — 
y'know  what'?  There's  only  four  things 
we  do  better  than  anyone  else. 

music 

movies 

microcode  (software) 

high-speed  pizza  delivery. 

-Neal  Stephenson, 
Snow  Crash  (1992) 

Of  course,  science  fiction  isn't  lim- 
ited to  what  are  now  derisively  called 
"hardware  stories,"  and  not  every 
author  tries  to  predict  which  way 
we'll  go.  Sometimes,  in  fact,  they're 
trying  to  tell  us  where  not  to  go. 
Nearly  50  years  ago  George  Orwell 
foresaw  interactive  television  in  Nine- 
teen Eighty-four,  but  as  a  tool  for 
eavesdropping  and  oppression.  And 
would  any  of  us  be  able  to  bear  the 
hellish  futures  of  Harlan  Ellison, 
author  of  harrowing  short  stories 
such  as  "I  Have  No  Mouth  and  I 


Must  Scream"?  These  are  tales  that 
warn  us  away  from  futures  that  would 
give  our  technological  servants  too 
much  control  over  our  lives — a  theme 
that  it  doesn't  take  a  Unabomber  to 
appreciate. 

Orwell's  warning  still  resonates 
with  Frank  Moss,  chief  executive  of 
Tivoli  Systems.  Moss  had  lapped  up 
books  by  Verne,  Isaac  Asimov  and 
Arthur  C.  Clarke  on  the  way  to  get- 
ting his  doctorate  in  aeronautics  and 
astronautics  at  MIT.  In  Orwell  he  saw 
a  world  in  which  "global  computer 
networks  were  controlling  people," 
Moss  says.  "So  I  decided  to  focus  on 
how  we  can  make  computer  net- 
working more  valuable  to  people, 
rather  than  take  away  their  freedom." 
In  1984  he  put  computing  power 
into  the  hands  of  individual  users 
with  Apollo,  the  first  workstation. 

The  strength  of  a  vivid  idea  can 
inspire  scientists  even  when  it's  part 
of  a  darker  vision.  Arthur  C.  Clarke 
and  Stanley  Kubrick's  film  2001:  A 
Space  Odyssey  might  have  portrayed  a 
computer  gone  mad,  but  the  HAL 


9000's  prowess  with  language  turned 
out  to  be  deeply  inspiring  to  speech 
recognition  researchers.  "Knowing 
that  such  a  thing  has  been  imagined 
was  good  enough  that  at  some  point 
in  time  we  can  deliver  the  technolo- 
gy," says  David  Nahamoo,  manager 
of  Human  Language  Technologies  at 
IBM's  Research  Division. 

All  fiction  is  metaphor.  Science  fic- 
tion is  metaphor.  What  sets  it  apart 
from  older  forms  of  fiction  seems  to  be 
its  use  of  new  metaphors  ....Space  travel 
is  one  of  these  metaphors;  so  is  an  alter- 
native society,  an  alternative  biology; 
the  future  is  another.  The  future,  in 
fiction,  is  a  metaphor. 

A  metaphor  for  what? 

If  I  could  have  said  it  non- 
metaphorically,  I  would  not  have  writ- 
ten all  these  words,  this  novel  

-Ursula  K.  Le  Guin,  introduction 
to  The  Left  Hand  of  Darkness  ( 1969) 

The  authors  don't  see  themselves 
as  prognosticators  or  Alvin  Toffler- 
style  futurists.  Austin,  Tex. -based  sci- 
ence fiction  writer  Bruce  Sterling  calls 
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1980s 

Film/TV:  Tron  (1982),  Blade 
Runner  (1982),  Short  Circuit 
(1986),  Max  Headroom  (TV, 
1985) 

Text:  Neuromancer  (William 
Gibson,  1984),  Ender's  Game 
(Orson  Scott  Card,  1985) 

In  the  1980s  computers  become 
household  appliances  and  the  pub- 
lic's perception  of  technology  shifts 

from  2001's  HAL  to  Max  Headroom  and  Short  Circuit's  faithful 
Number  Five.  The  cyberpunk  movement  captures  the  country's 
imagination,  and  William  Gibson's  Neuromancer  and  Trongive  the 
world  a  glimpse  of  the  new  frontier  to  explore:  cyberspace. 


prediction  "an  occupational  hazard" 
of  the  trade,  but  insists  "We're  not 
retailing  blueprints  .  .  .  I'm  develop- 
ing scenarios."  Sometimes  writers  get 
lucky  and  look  like  seers.  "When 
Thomas  Edison  was  popularizing 
electricity,"  explains  Stephenson,  "he 
anticipated  things  like  the  lightbulb, 
the  electric  washing  machine — but  he 
didn't  anticipate  the  electric  guitar." 
Stephenson  says  that  he  and  such 
writers  as  Sterling  and  Gibson  have 
been  "trying  to  envision  the  electric 
guitars  and  the  rock  music." 

"For  every  correct  prediction  a 
dozen  were  wrong,  or  correct  only  if 
the  facts  are  stretched  a  little,"  notes 
Peter  Nicholls  in  The  Encyclopedia  of 
Science  Fiction.  Where  are  all  those 
death  rays  and  humanoid  robots, 
anyway?  "It  is  rather  a  dubious  vindi- 
cation to  point  out  that  laser  beams 


•••••••••••••••••••a 

can  now  be  used  as  weaponry," 
Nicholls  wrote.  Who  knew  that  lasers 
would,  instead,  be  nearly  ubiquitous, 
reading  the  music  off  our  CDs  and 
relaying  our  telephone  chatter  over 
fiber-optic  strands? 

So  what  is  the  science  fiction 
writer's  role?  "We  are  wise  fools  who 
can  leap,  caper,  utter  prophecies  and 
scratch  ourselves  in  public,"  says  Ster- 
ling, who  helped  form  science  fic- 
tion's gritty  "cyberpunk"  genre.  "We 
have  influence  without  responsibility. 
Very  few  feel  obliged  to  take  us  seri- 
ously, yet  our  ideas  permeate  the  cul- 
ture, bubbling  along  invisibly,  like 
background  radiation."  Sterling  gets 
red-carpet  treatment  as  a  social  com- 
mentator: He  was  the  featured  speak- 
er at  a  recent  event  held  by  the  chair- 
man of  French  telecommunications 
company  Alcatel. 


1990s 

Film/TV:  Independence  Day  (1996), 
X-Files  (TV,  1993) 
Text:  The  Martian  trilogy 
(Kim  Stanley  Robinson,  1992-94), 
Snow  Crash  (Neal  Stephenson,  1992) 
The  1990s  push  forward  with  a  blend  of  old 
and  new.  With  the  Cold  War  over,  aliens 
return  as  harbingers  of  fear  and  paranoia— 
whether  they  blow  up  the  White  House,  as  in 
Independence  Day,  or  lurk  in  the  X-Files  of 
the  fbi.  In  the  real  world,  what  was  once  fic- 
tion now  seems  like  science,  as  meteorites 
from  Mars  suggest  fossilized  life,  supercom- 
puters rival  humans  in  chess  and  the  possibil- 
ities of  cloning  become  reality. 


The  writers  earn  their  status  by 
yoking  their  imaginations  to  disci- 
plined homework.  Stephenson's  latest 
book,  The  Diamond  Ajje,  deals  with 
the  coming  wonders  of  nanotechnol- 
ogy.  He  enlisted  the  advice  of  nano- 
technology  expert  and  physicist  K. 
Eric  Drexler.  Stephenson  returned 
the  favor  in  his  book  with  a  passage 
describing  a  fresco  of  scientific  giants 
that  includes  Drexler.  Gibson,  too, 
submits  his  writings  to  scientist 
friends  who  vet  the  manuscripts  for 
any  erroneous  hypotheses.  In  his 
Neuromancer  screenplay,  Gibson 
wrote  about  "arbitrage  engines," 
software  which  helps  traders  spot 
price  discrepancies  on  world  markets. 
A  knowledgeable  friend  told  him  to 
take  it  out.  "He  said  there  won't  be 
arbitrage  engines  in  10  to  20  years, 
because  arbitrage  will  disappear.  It 
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Staffing  Solutions  Beyond  The  Usual  Tom,  Dick  And  Harry. 
Especially  When  You  Need  Wolfgang,  J uanita  And  Hiroshi. 


The  global  village  is  a  reality. 
Business  is  no  longer  just 
done  interstate.  It's  done 
internationally.  And  you 
need  a  staffing  partner  who 
is  already  there.  That's  where 
Management  Recruiters 
International  Global  Human 
Resource  Network  comes  in. 
With  over  4,000  recruiters 


in  more  than  40  countries, 
MRI's  search  professionals 
live  in  and  are  familiar  with 
the  local  market.  So  they 
know  the  local  currencies, 
customs,  pay  scales  and 
benefit  packages.  And  most 
importantly,  the  process 
for  hiring  "nationals"  where 
you  do  business. 


From  Europe  and  Asia 
to  South  Africa  and  South 
America,  MRI  can  help 
you  find  talented  people 
wherever  you  do  business. 

For  more  information, 
call  800-875-4000 
or  visit  our  website  at 
www.mrinet.com. 


Sales  Consultants' 

Management 
Recruiters' 

CompuSearcK 

OfficeMatesS 


M^l  Intelligent  Staffing  Solutions. 

www.mrinet.com 


You  don't  know 
until  you  try 

It's  1907.  A  writer  sits  by 
his  gas  lamp  on  deadline 
to  pen  fiction  for  Pearson 's 
magazine.  To  fight 
writer's  block  he  conjures 
up  a  tale  of  a  machine  that 
would  take  rough  plot 
input  and  grind  out  a 
publishable  work.  Thus 
did  Robert  Wilson's  A 
Countermine  contrive  to 
"invent"  the  Automatic 
Literary  Constructor,  its 
database  loaded  with  con- 
tributions from  the  likes 
of  Rudyard  Kipling  and 
Mark  Twain. 

Fast  forward  to  1994. 
Screenplay  Systems  intro- 
duces Dramatica,  a  soft- 
ware line  that  acts  as  a 
story  development  tool 
using  plot  examples  from 
F.  Scott  Fitzgerald  and 


John  Grisham.  Wilson 
didn't  invent  Dramatica, 
but  like  most  things  it  had 
to  be  imagined  before  it 
could  be  invented. 

One  of  the  most  excep- 
tional predictive  stories  is 
Hugo  Gernsback's  "Ralph 
124C  41+:  A  Romance  of 
the  Year  2660."  The  story 
first  appeared  in  serial 
form  in  Modern  Electrics 
in  1911.  In  each  install- 
ment Gernsback's  scien- 
tist, Ralph,  whose  numeri- 
cal last  name  reads  "one 
to  foresee  for  one," 
encounters  a  new 
technology. 

The  passage  on  radar, 
which  preceded  its  inven- 
tion by  almost  30  years, 
includes  a  diagram  with 
radio -wave  patterns. 

Newspaper  articles  are 
viewed  on  microfiche:  "A 
piece  of  material  as  large 


as  a  postage  stamp,  as 
transparent  and  flexible  as 
celluloid  .  .  .  which,  when 
enlarged  by  a  powerful 
lens,  became  plainly 
visible." 

Gernsback  foresaw 
synthetic  fibers:  "raw 
materials  .  .  .  cooked  and 
then  treated  by  chemicals 
until  the  fibers  issued  in 
fine  microscopic  streams 
from  nozzles  under 
hydraulic  pressure  .  .  .  the 
new  kind  of  cloth,  which 
was  much  lighter  than 
wool  or  cotton  [and  was] 
cooler  in  the  summer  and 
warmer  in  the  winter." 

Gernsback  himself  took 
out  40-odd  patents,  but  is 
today  remembered  for  his 
imagination  and  contribu- 
tions to  science  fiction, 
not  science.  In  1926  he 
published  Amazing  Sto- 
ries, the  first  science-fic- 


tion-only magazine. 

Not  every  SF  person  was 
a  Gernsback.  SF  historian 
Everett  Bleiler  recalls  one 
writer  who  mused  about 
sticking  dozens  of  cats  in  a 
big  glass  insulator  with  a 
device  for  stroking  them 
to  build  up  static  electric- 
ity. Other  losers  include 
steam  razors,  dream 
recorders,  odor  cameras, 
electric  bicycles  and  a  sur- 
gical guillotine  that  plant- 
ed acorns  for  growing 
wooden  limbs  after  an 
amputation. 

In  1913  Gernsback's 
Modern  Electrics  misfired 
with  a  story  about  a  scien- 
tist who  dreams  of  the 
riches  to  be  made  through 
chemically  converting 
crude  oil  hydrocarbons 
into  synthetic  milk. 

But  you  don't  know 
until  you  try.       -B.R  WM 


can't  exist  in  a  completely  wired 
world  of  instantaneous  communica- 
tions," recalls  Gibson. 

Do  they  get  rich  off  their  prophe- 
cies? Even  when  their  predictions 
end  up  true,  science  fiction  authors 
rarely  have  much  to  show  for  their 
perspicacity  beyond  the  bragging 
rights.  "A  patent  is  a  license  to  be 
sued,"  says  Clarke.  "Besides,  if  I  had 
patented  communications  satellites 
in  1945,  it  [the  patent]  would  have 
expired  in  1965."  That's  how  long 
it  took  Hughes  to  build  Early  Bird 
and  for  Comsat  Corp.  to  launch  it. 
Clarke  received  a  few  token  shares 
of  Comsat. 

Gibson  jokes  that  real  foresight 
would  have  led  him  to  establish  some 
kind  of  ownership  rights  over  the 
word  "cyberspace."  But  Stephenson 
suggests  that  such  attempts  to  restrict 
the  spread  of  ideas  could  have  a  chill- 
ing effect:  "I  don't  think  'cyberspace' 
[the  word]  would  be  as  widespread 
right  now  if  Bill  Gibson  had  trade- 
marked  it  and  got  around  to  stopping 
the  people  who  used  it." 

Corporations  have  proved  more 


eager  to  protect  their  intellectual 
property.  Viacom  has  been  particu- 
larly aggressive.  The  company  owns 
rights  to  Star  Trek,  the  creation  of 
the  late  television  writer  Gene  Rod- 
denberry.  Predicting  that  scientists 
might  be  inspired  by  Star  Trek  cre- 
ations, he  forbade  Paramount  to 
charge  them  licensing  fees.  Viacom, 
which  owns  Paramount,  has  disre- 
garded Roddenberry's  wishes. 

That  may  be  why  no  one  at 
Motorola  admits  for  attribution  that 
its  newest  folding  StarTac  cellular 
phone  looks  suspiciously  like  the  flip- 
open  communicators  from  the  origi- 
nal Star  Trek.  Viacom  has  threatened 
the  communications  giant  with  legal 
action  if  it  does.  In  1995  an  Ontario- 
based  scientific  instrument  company 
named  Vital  Technologies  Corp. 
brought  out  a  handheld  computer- 
ized device  that  measures  barometric 
pressure  and  other  environmental 
conditions.  It  called  it  a  "Tricorder," 
after  a  similar  device  on  Star  Trek. 
Viacom  insisted  on  a  royalty  in 
exchange  for  use  of  the  name.  The 
company  paid. 


"Wonder  if  the  computer's  finished 
its  run.  It  was  due  about  now. v 

Chuck  didn't  reply,  so  George  swung 
around  in  his  saddle.  He  could  just  see 
Chuck's  face,  a  white  oval  turned 
toward  the  sky. 

"Look,"  whispered  Chuck,  and 
George  lifted  his  eyes  to  heaven.  (There 
is  always  a  last  time  for  everything.) 

Overhead,  without  any  fuss,  the  stars 
were  going  out. 

-Arthur  C.  Clarke, 
The  Nine  Billion  Names  of  God 
(1953) 

Ultimately,  science  fiction's  gift  to 
the  world  isn't  in  the  inventions  that 
have  piled  up  over  the  decades.  It  is 
in  the  people  who  read  the  works 
and  were  inspired  to  create  in  their 
own  medium,  whether  in  ones  and 
zeroes  or  in  nuts  and  bolts.  For  those 
of  us  who  are  never  likely  to  invent  a 
product  that  will  change  the  world, 
the  literature  of  possibility  helps  tc 
replenish  a  crucial  and  all-too-scarce 
commodity:  wonder. 

Wonder.  That's  not  a  bad  thing  foi 
investors  and  businesspeople  tc 
indulge  in  occasionally.  H 
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DRIVEN  TO  PERFORM 

FOR  OUR  CUSTOMERS. 


Even  in  the  "age  of  the  microchip,"  what  counts  is  how  you  connect 
with  people.  At  Conseco,  we've  redefined  the  standard  for  perfor- 
mance in  the  insurance  industry  by  being  alert  for  changes  which 
will  affect  our  customers.  Then  we  adjust,  fine-tune  and  improve  our 
products.  It's  our  culture  — To  analyze.  Simplify.  Sharpen  the  focus. 
Adapt.  In  short,  do  it  better. 

What's  in  it  for  you?  Peace  of  mind.  Products  designed  to  help  you 
preserve  and  grow  the  wealth  you've  been  building  over  the  course 
of  a  lifetime. 

Conseco.  Driven  to  perform. 

Annuities.  Supplemental  health  insurance. 
Life  insurance.  Mutual  funds. 

Conseco,  inc. 


1-800-4-CONSECO 

©  1997,  Conseco,  Inc.  www.conseco.com 


STERLING 
COMMERCE 


"We  used  to  say  Electronic  Commerce 
provided  a  competitive  advantage.  Today, 
clients  tell  us  it's  a  competitive  necessity," 
explains  Warner  C.  Blow,  president  and 
chief  executive  officer  of  Sterling  Commerce. 
Industry  leader  Sterling  serves  more  than 
30,000  customer  sites  throughout  the 
world,  with  operational  headquarters  in 
Columbus,  Ohio. 

In  Electronic  Commerce,  or  EC,  the 
flow  of  goods,  money  and  information 


"The  Internet  has  opened 
a  whole  new  spectrum  of 
opportunity  to  Sterling 
Commerce. " 
Warper  C.  Blow 
President  and  Chief 
Executive  Officer 
Sterling  Commerce 


between  every  participant  in  a  trading 
community  is  handled  electronically. 

EC  not  only  eliminates  paper,  steps, 
mistakes  and  delays,  but  it  facilitates  new 
business  processes  such  as  supply  chain 
management  and  just-in-time  manufactur- 
ing and  delivery. 

Sterling  Commerce,  which  went  public 
(NYSE:  SE)  in  1996,  maintained  its  historic 
30%  annual  revenue  growth  rate  and 
achieved  record  earnings  in  its  first  year. 
Strategic  initiatives  involving  the  Internet, 
acquisitions  and  electronic  security  target 
continued  growth. 

The  May  1997  acquisition  of 
Automated  Catalog  Services  (ACS),  a  pro- 
vider of  electronic  product  catalogs  and 
information  databases  delivered  via  CD-ROM 
and  the  Internet,  creates  the  core  of  a  new 


Commerce  Internet 
Division. 

"Through  the  Internet, 
we're  making  Electronic 
Commerce  available  to  addi- 
tional trading  partners.  For 
example,  COMMERCE: 
Connection,  a  suite  of 
easy-to-use,  PC-based 
software  products, 
provides  small 
and  medium- 
size  compa- 
nies a  'fast 
track'  to 
secure  and  reli- 
able electronic 

commerce,  while 
COMMERCE:  Interact  pro- 
vides a  secure  Web-based  catalog 
and  ordering  system,"  Blow  explains. 
"Business-to-business  EC  over  the 
Internet  is  growing  at  a  20-plus  per- 
cent rate  and  should  reach  over 
$100  billion  annually  by  the  year  2000." 

The  ACS  acquisition  marries  catalog- 
based  ordering  with  Sterling  Commerce's 
EC  capabilities.  Partnering  with  Microsoft 
Corp.,  Sterling  provides  commercial-grade 
message  management  between  the  Web 
and  existing  order  fulfillment  applications 
via  Microsoft*  Merchant  Server.  Another 
innovation,  Sterling  Commerce's 
HEALTHCOM  Connection  Information 
Services,  offers  drug  manufacturers  and 
wholesalers  easy,  Web-based  access  to 
industry  news  and  reference  information. 

To  expand  its  European  presence,  the 
company  in  March  acquired  Comfirst  SA,  a 
privately  owned  French  vendor  of  automated 
data  transfer  software.  Blow  anticipates 
additional  acquisitions,  using  proceeds 
from  its  IPO  and  successful  secondary 


also  ex 
his  firm's  si 
access  manage! 
strategy  and  prod 
designed  to  reduce  the 
than  $10  billion  in  annual  iq 
from  on-line  crime,  to  generate  st 
revenue  growth. 

Sterling  Commerce  is  just  one  of  a  nu 
of  Ohio  companies  taking  the  inform 
technology  to  new  heights.  "We're  wc 
together  to  attract  new  people  to  central! 
the  Midwest's  Silicon  Valley,"  Blow  expk 
One  part  of  that  effort:  a  high 
CD-ROM,  offering  a  virtual  tour  o 
Columbus  area  and  the  large  numb 
high-tech  businesses  based  there.  Prod 
of  course,  in  Ohio. 


■STERLING  COMMERCE 

800-876-9772 
http://www.stercomm.com 
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jould  rank  as  the  world's  16th-largest  economy, 
'.strating  its  standing  in  the  global  marketplace. 


PM,  INC. 


RPM,  Inc.,  is  celebrating  a  golden 
liversary  in  more  ways  than  one.  The 
)7  fiscal  year  ended  May  31  was  the 
npany's  50th  consecutive  year  of  record 
es  and  record  net  income.  No  other 
blic  manufacturing  company  has 
lieved  that  performance  record. 

RPM  is  the  preeminent  worldwide 
nufacturer  and  marketer  of  maintenance 
i  protection  products,  including  water- 
ing, corrosion  control,  industrial  floor 
intenance  and  exterior  wall  systems, 
ich  represent  approximately  60%  of 
M's  sales.  The  other  40%  is  made  up  of 
lsumer  products  sold  throughout  North 


America  to  markets  in  home  improvement, 
hobby  and  leisure,  and  auto  and  marine 
aftermarkets.  The  company's  annual  sales 
are  about  $1.3 
billion. 

Located  just 
noo    outside  the 
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1987       1997  mately  1,150  in 

Ohio  and  815  in  northeast  Ohio. 

In  addition  to  RPM's  half-century  of 
record  sales  and  net  income,  the 
company  has  increased  its  cash 
dividend  for  23  consecutive  years 
and  provided  shareholders  an  aver- 
age annual  compounded  rate  of 
return  of  21%  since  1975.  The 
company  has  75,000  shareholders 
and  is  traded  on  The  Nasdaq  Stock  Market 
under  the  symbol  RPOW. 

"While  we're  excited  about  reaching 
these  milestones,  we  don't  plan  to  rest  on 
our  laurels,"  says  Tom  Sullivan,  chairman 
and  chief  executive  officer.  "We  plan  to 
continue  growth  through  internal  develop- 
ment, key  acquisitions  and  overseas  sales 
expansions." 

RPM  products  are  sold  in  more  than 
130  countries  and  are  manufactured  at  58 
plant  locations  in  Belgium,  Canada,  China, 
England,  The  Netherlands,  South  Africa, 
Southeast  Asia  and  the  United  States. 

Leading  industrial  products  in  the 
waterproofing  market  include  Tremco  roof- 
ing systems  and  sealants  and  Alumanation 
coatings.  Corrosion  protection  is  provided 
by  Carboline,  Rust-Oleum,  Plasite  and  Alox 


brands  of  high-performance  coatings  and 
TCI  powdered  coatings.  Stonhard  is  the 
leading  manufacturer  of  industrial  floor 
coatings,  while  Dryvit  has  40%  of  the  world- 
wide market  for  exterior  wall  cladding 
systems,  coatings  and  finishes. 

Other  RPM  industrial  products  include 
Day-Glo  fluorescent  colorants  and  pigments, 
Mohawk  furniture  repair  and  restoration 
products  and  Wolman  industrial  lumber 
treatments. 

Serving  the  consumer  do-it-yourself 
market  is  a  host  of  leading  brand-name 
products,  including  Rust-Oleum  rust  preven- 
tative and  decorative  coatings;  the  Zinsser 
family  of  primers  and  sealants;  Bondex 
patch  and  repair  products;  and  Wolman 


"Hie  plan  to  continue  growth 
through  internal  develop- 
ment, key  acquisitions  and 
overseas  sales  expansions. " 
Tom  Sullivan 
Chairman  and  CEO 
RPM,  Inc. 


deck  coatings,  sealants  and  brighteners. 

"Consistency  has  been  the  key  to 
RPM's  growth  and  success,"  says  Sullivan, 
"a  consistent  business  philosophy  a  con- 
sistent acquisition  program  and  consistent 
value  for  our  shareholders." 


■  RPM  INC. 
330-273-5090  phone  •  330-220-8636  fax 
http://www.rpminc.com 

■  OHIO  DEVELOPMENT  OPPORTUNITIES 
800-345-OHIO 
http:  /  /www.ohiobiz.com 
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pand and  grow  in  Ohio. 
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Ihis  is  the  highest- resolution  video  you 
can  get,  better  than  reality,"  says  Mr. 
Cardoza.  He  gropes  across  the  dark 
tabletop  for  the  joystick  and  zooms  in  on  the 
face  of  a  white  woman  sitting  in  the  lobby,  sip- 
ping tea  and  reading  a  magazine.  Jipi  tacitly 
deconstructs  the  white  woman's  makeup  system, 
which  is  recently  applied  (it's  about  9  a.m.)  and 
about  as  well  done  as  anything  she's  ever  seen 
on  an  actual  person,  as  opposed  to  an  actress. 
So  that's  the  kind  of  person  who  stays  at  the 
Manila  Hotel. 

One  reason  watching  films  is  fun  is  that  you 
can  gape  at  beautiful  people  without  being,  or 
even  feeling  like,  a  creep.  But  film  actors  always 
look  perfect.  Even  when  a  nearby  detonation 
blows  a  ton  of  muck  all  over  them,  you  know 
the  dirt  will  end  up  in  neat,  bone-structure- 
enhancing  diagonal  streaks  under  the  cheek- 
bones. In  a  certain  sense  this  gets  boring  after  a 
while.  You  never  get  to  stare  at  real  people,  with 
all  of  their  mistakes  and  imperfections,  in  the 
same  way  you  can  stare  at  film  stars.  Unless,  that 
is,  you've  got  a  rig  like  Mr.  Cardoza's  concealed 
in  a  nearby  flower  arrangement. 

He's  absolutely  right  about  the  resolution.  Jipi 
zooms  in  on  the  woman's  left  eye  and  finds  that 
her  eyeliner,  which  from  arm's  length  would 
look  flawless,  is  in  fact  as  jiggly  as  a  seismograph 
tracing:  a  permanent  record  of  every  cappucci- 
no-induced tremor  that  passed  through  her 
hand  when  she  was  applying  it,  and  of  every 
rumble  that  shook  the  hotel's  foundations  from 
the  heavy  equipment  of  the  All -Manila  Sanitary 
Sewer  System  Overhaul  Project  (Amsssop), 


which  is  advancing  on  the  Hotel  as  noisily  and 
inexorably  as  great  big  mechanized  armies  did 
way  back  when.  Jipi  can  see  the  tweedy  striations 
in  the  woman's  iris  as  it  reciprocates  across  the 
page  of  her  magazine.  But  then,  either  there  is  a 
minor  temblor  or  else  one  of  those  Amsssop 
caterpillars  across  the  street  strikes  bedrock,  and 
the  vibration  turns  the  image  into  an  elliptical 
blur  that  almost  makes  Jipi  a  little  queasy.  Mr. 
Cardoza  gropes  for  the  joystick  and  zooms  way 
back.  "That's  too  close  anyway,"  he  says.  Then 
he  reconsiders.  "At  least,  it  is  for  me.  Some  of 
our  Guest  Comfort  Facilitators  concentrate 
entirely  on  the  nostrils." 
"Makes  sense." 

"Most  find  that  nostril  dilation  is  only  one 
clue,"  he  cautions.  "More  important  is  the  over- 
all facial  expression.  In  combination  with  the 
Tactical  Overlay,  this  should  enable  you  to 
achieve  virtually  100%  mindshare  management." 

"Oh  yeah,  I  was  going  to  ask  you,"  Jipi  says, 
"if  a  guest  asks  me,  I  should  tell  them  I'm  a 
Guest  Comfort. Facilitator,  right?  Not  a  Mind- 
share  Manager." 

The  whole  concept  of  the  latter  term  actually 
falling  on  a  guest's  ears  is  so  mortifying  to  Mr. 
Cardoza  that  the  only  response  he  can  muster  is 
nervous  laughter.  Then  he  changes  the  subject. 
"Here  is  a  developing  situation,"  he  says. 
"What's  happening  at  the  main  entrance?" 

"Looks  like  those  Russians  are  finally  piling 
onto  their  tour  bus." 

"Yes,  but  what  are  the  implications  for  you?" 

"The  doormen  are  having  to  hold  the  doors 
open  for  a  long  time."  Jipi's  eyes  move  to  one  of 
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Sensor  grid  has  picked 
up  a  fresh  infusion 
of  hydrogen  sulfide. 
"Oh!  The  neutralizers 
must  have  kicked  in." 


the  Tactical  Overlays.  "Uh-oh.  Winds  are  vec- 
tored from  an  Amsssop  site." 
"Which  one?" 

"The  one  they  just  opened  up  yesterday." 
"Very  good.  That's  an  important  detail." 
Jipi  pokes  at  some  controls  and  brings  up  a 
floor  plan  of  the  lobby.  It's  randomly  speckled 
with  blue  dots.  But  some  of  the  dots  near  the 
door  have  begun  to  turn  green.  "Sensor  grid  has 
picked  up  a  fresh  infusion  of  hydrogen  sulfide." 
The  green  spreads  from  dot  to  dot  like  pneu- 
monic plague  through  a  jammed  cathedral.  But 
then  it  begins  to  die  down.  "Oh!  The  neutraliz- 
ers must  have  kicked  in." 

"Remember,  hydrogen  sulfide  is  just  a  bell- 
wether!" Mr.  Cardoza  says,  getting  really  excit- 
ed and  frustrated,  like  a  boy  watching  someone 
play  a  game  that  he's  much  better  at.  "Remem- 
ber: new  digging.  Just  opened  up  yesterday." 

"Oh,  yeah,  so  there's  going  to  be  an  aerobic 
decomposition  spike!"  Jipi  pokes  at  the  controls 
some  more  and  finally  brings  up  an  overlay 
labeled  PUTRESCINE  (SMELL  OF  DEATH). 
And  then  all  she  can  do  is  laugh  in  embarrass- 
ment, because  every  detector  within  20 
meters  of  the  front  doors  is  red,  and  it's 
spreading  like  a  few  gallons  of  burning 
kerosene  washing  across  a  polished  floor. 
The  Smell  of  Death  situation  has  gotten 
totally  out  of  hand  while  she  was  dis- 
tracted by  flashy  but  essentially  unim- 
portant developments  on  the  Rotten 
Egg  Smell  front.  "Sorry!" 

"It's  okay!  The  tacticals  only  give  you 
hints  as  to  where  you  should  focus  your 
attention." 

"Right!"  Jipi  glances  back  up  at  the  high-def- 
inition feed  of  the  white  woman  reading  the 
magazine.  Mr.  Cardoza  has  set  the  zoom  so  that 
they  can  see  her  from  the  waist  up— anything 
closer  and  you  get  into  that  can't-see-the-forest- 
for-the-trees  thing.  The  woman's  sitting  with 
thighs  crossed.  She's  got  the  magazine  folded 
back  on  itself  and  is  holding  it  in  both  hands. 
But  now  she  lets  it  drop  just  a  couple  of  inches 
onto  her  knee,  and  her  eyes  rotate  fractionally 
upwards,  and  in  the  high-def  video  it's  easy  to 
see  them  changing  focus — she's  staring  at  the 
floor  now.  Her  chest  rises  and  her  nostrils  flare 
slightly. 

Jipi  says,  "Do  you  want  me  to — " 
"Emily's  on  it,"  Mr.  Cardoza  says,  grabbing 
the  joystick  and  zooming  violently  backwards. 
"One  of  our  best."  And  sure  enough,  a  young, 
well-dressed  Filipina  has  arrived  on  the  scene 
and  nearly  toppled  into  the  white  woman's  lap. 
She's  got  one  hand  cupped  over  her  eye.  Then 
she  does  a  prim,  girlish  deep  knee  bend  and 
begins  groping  at  the  carpet.  "She  is  pretending 
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to  have  lost  a  contact  lens,"  Mr.  Cardoza  says. 

"Beg  your  pardon,  sir,  but  isn't  that  kind  of 
an  obvious  gambit?" 

"Admittedly,"  he  says.  "We  are  careful  to  use 
it  only  once  every  two  or  three  weeks.  But  it 
seems  to  have  worked  in  this  case.  Let's  review." 
Mr.  Cardoza  rewinds  the  video  a  few  seconds 
and  then  plays  it  back.  They  watch  the  white 
woman  in  closeup  as  she  inhales  the  first  traces 
of  the  Smell  of  Death  into  her  nostrils.  The 
faintest  shadow  of  a  new  expression  passes  over 
her  face.  It's  not  turning  into  the  sort  of  expres- 
sion that  a  hotel  manager  wants  to  see  on  the 
faces  of  his  guests.  But  then  the  woman's  eyes 
dart  upwards  as  she's  distracted  by  the  little 
drama  of  the  lost  contact,  and  a  few  moments 
later  she's  actually  helping  Emily  grope  around 
on  the  carpet.  "You  see?"  Mr.  Cardoza  says  tri- 
umphantly. "She  smelled  it.  But  before  her  mind 
consciously  realized  what  she  was  smelling, 
Emily  derailed  her  train  of  thought.  First-rate 
work." 

Jipi  knows  the  score  here.  "And  the  guest  is 
going  to  focus  on  Emily  for  a  while — long 
enough  for  the  ventilation  system  to  handle  this 
putrescine  transient — because  ..." 

He  shrugs.  "Basically  because  Emily's  got  a 
nice  personality.  You  can  bet  on  it." 

Mr.  Cardoza  is  the  general  manager  of  Mind- 
share  Management  Associates  Inc.  He  has  men- 
tioned to  Jipi  a  couple  of  times  that  he  has,  in  his 
employ,  75%  of  the  young  women  with  nice  per- 
sonalities in  Metro  Manila.  It  looks  as  though 
he's  about  to  mention  it  again.  But  Mr.  Cardoza 
is  in  the  mindshare  business  and  is  enough  of  a 
professional  to  know  that  if  he  says  it  again  he'll 
begin  to  bore  her.  Jipi's  tempted  to  ask  him  just 
what  the  hell  he  means  when  he  quotes  these 
authoritative -sounding  stats,  but  this  is,  after  all, 
her  first  day  on  the  job,  and  she  doesn't  want  to 
blow  it.  It's  probably  something  to  do  with  Net 
reputations. 

"But  doesn't  she  subconsciously  know  that 
she  smelled  the  Smell  of  Death?" 

"What  are  you  saying?"  Mr.  Cardoza  asks, 
more  amused  than  threatened.  Probably  not 
much  makes  him  feel  threatened.  Mindshare 
Management's  revenue  has  been  doubling  every 
six  months  for  the  last  several  years. 

"Why  don't  you  just  tell  each  guest  that 
Amsssop  is  tearing  up  some  400-year-old  sewers 
in  the  neighborhood  and  the  place  is  going  to 
smell  bad  for  a  while,  but  it's  only  temporary?" 

"The  Hotel  Xanadu  tried  that  approach  when 
Amsssop  was  in  Makati,"  Mr.  Cardoza  says  airily. 
"Oh,  we  tried  to  sell  them  our  services,  but  they 
thought  they  knew  better."  He  snickers.  "They 
nearly  went  out  of  business.  All  of  their  guests 
said,  'Oh,  you  admit  that  your  hotel  smells  like 
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death,  and  so  why  don't  you  give  me  a  big  dis- 
count!' It  was  a  disaster." 

"Yeah,  but  didn't  all  of  the  guests  who  got 
refunds  come  away  with  a  high  opinion  of  the 
Xanadu's  honesty?" 

"Yes.  Nowadays,  the  only  people  who  stay  at 
the  Xanadu  are  high-tech  businessmen  from  Cal- 
ifornia, who  like  to  think  of  themselves  as  excep- 
tionally rational.  It  is  a  great  hotel  for  Vulcans. 
Everyone  else  avoids  the  Xanadu  as  if  it  were  a 
leper  colony." 

"I  see." 

"Your  question  is  reasonable,"  Mr.  Cardoza 
admits.  "Subconscious  feelings  are  important — 
of  course!  But  we  are  in  the  reputation  business 
here.  A  hotel's  reputation  is  compiled  from  the 
impressions  that  its  guests  register  on  the  Net 
while  they  are  there  and  after  they  have  checked 
out.  This  is  a  conscious  act  of  volition  on  the 
guest's  part." 

"Oh.  So  subconscious  impressions  don't  get 
registered?" 

"Our  research  indicates  that  they  tend  not  to 
be.  Unless  a  guest  can  consciously  articulate  her 
feelings  about  a  hotel,  those  feelings  are  not 
liable  to  be  registered  on  the  Net." 

"Got  it.  So  as  long  as  you  can  distract  them 
before  they  consciously  realize  that  the  place 
smells  like  death,  you're  okay." 

"It  has  worked  in  every  hotel  that  has  been 
downwind  of  Amsssop.  At  least,  the  ones  that 
have  been  smart  enough  to  hire  us." 

"This  is  the  last  phase,  right?" 

"Amsssop  has  been  tearing  up  Manila  for 
nearly  a  quarter  of  a  century.  With  Intramuros, 
the  project  finally  reaches  completion." 

"Then  what?  I  guess  there  are  plenty  of  other 
opportunities  for  mindshare  management 
professionals." 

"It  is  a  vast  field  of  opportunity,"  Mr.  Cardoza 
says,  then  lowers  his  chin,  stares  at  her  signifi- 
cantly, and  adds,  "A  young  woman  with  a  nice 
personality  need  never  be  out  of  work." 

"I  don't  know.  Homer  says  that  Nippon 
cranks  out  a  hell  of  a  lot  of  girls  with  nice 
personalities." 

Mr.  Cardoza  makes  kind  of  a  poofing  noise 
out  of  his  lips  and  gets  a  look  on  his  face  like 
he's  just  taken  a  big  whiff  of  Amsssop  gases. 
"Perky  doesn't  pay  the  bills." 

"Oh." 

"You  don't  believe  me?  Then  why  did  Mr. 
Goto  hire  you?  Why  did  he  recommend  you 

to  us?" 

Jipi  figures  it's  partly  that  Mr.  Goto  has  the 
hots  for  her,  but  decides  not  to  mention  this.  It 
would  only  lead  to  the  question  of  why  Homer 
prefers  her  to  all  of  those  perky  Nipponese  girls. 
She  decides  it's  a  good  time  to  shut  up. 


Before  it  got  really  valuable,  Intramuros  was 
largely  bought  by  the  Asian  Economic 
Miracle  Management  Foundation,  a  shad- 
owy pan-Asian  nonprofit,  headquartered  out  of 
Tokyo  and  Hong  Kong,  whose  goal  is  to  help 
Asian  countries  that  are  on  the  cusp  of  having 
their  very  own  economic  miracles  manage  the 
process  in  some  small  way  and  avoid  the  mis- 
takes that  permanendy  marred  the  landscapes  of 
the  first  economic  miracle  states.  So  now  the 
district  is  mostly  a  great  big  historical  park  with 
ancient  churches  poking  out  of  the  lawns  from 
place  to  place.  At  the  moment  it's  also  got  big 
Goto  Engineering  trucks  and  trailers  piled  here 
and  there,  cutting  trenches  across  the  lawns,  but 
that's  just  an  Amsssop  transient.  It's  surround- 
ed by  a  wall,  and  the  wall  is  surrounded  by  a 
golf  course,  and  the  golf  course  is  ringed  by  sky- 
scrapers that  have  all  gone  up  in  the  last  couple 
of  decades,  since  the  founding  of  the  Bank  of 
Manila  and  Kinakuta.  Mindshare  Management 
has  its  offices  in  one  of  those  skyscrapers.  In 
another,  on  the  fiftieth  floor,  Teeb's  family  has 
a  great  big  apartment,  which  doubles  as  an 
informal  Yapese  consulate.  Now  that  Jipi's  an 
official  friend  of  the  family,  she  gets  to  live  in 
the  apartment,  surrounded  by  great  big  stone 
coins  that  are  supposedly  worth  millions  of 
devus.  Teeb  frequently  flies  in  from  Yap,  and 
then  she  and  Jipi  hang  out  together.  Sometimes 
they  go  out  on  the  town — right  now,  there's  no 
better  place  in  the  world  than  Manila  to  go 
dancing.  Other  times  they  stay  in  the  apartment 
and  watch  old  movies,  or  just  look  out  the  win- 
dows: Almost  every  day  there's  an  amazing 
sunset  over  Manila  Bay,  and  when  it  fades  out, 
the  golf  course's  lights  come  on  and  form  a 
lasso  of  radiant  green  around  Intramuros,  which 
is  only  lit  up  in  places  where  people  want  it  to 
be.  When  you  enter  the  park  at  night,  an  aero- 
stat— a  little  flying  robot  about  the  size  of  a 
football — tags  along  behind  you  to  light  your 
way.  You  can  tell  it  to  turn  its  lights  off  if  you 
want  to  just  look  up  at  the  stars,  or  if  you're 
with  your  lover  and  you  would  like  it  to  be 
dark.  But  Jipi's  situation  on  the  lover  front  is 
extremely  labile  and  so  this  doesn't  come 
up  often. 

Jipi  does  pretty  well  at  the  Manila  Hotel  job. 
One  morning,  most  abruptly,  she  gets  promot- 
ed to  what  Mr.  Cardoza  says,  not  without  a  cer- 
tain ominous  vibe,  is  a  much  more  demanding 
position. 

"Okay,  it's  like  this.  Some  company — La- 
marck Logic — developed  some  software,"  Mr. 
Cardoza  says. 

"Never  heard  of  them." 

"One  of  these  California  high-tech  outfits. 
They  don't  write  software,  they  evolve  it." 
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They  got  some  para- 
noid schizophrenics 
who  had  been  institu- 
tionalized and  set  them 
up  with  Net  interfaces. 


"Oh  .  .  .  Homer  told  me  about  this,"  Jipi  says. 
She's  not  totally  comfortable  admitting  it,  but  a 
good  deal  of  what  she  knows,  she  knows  because 
at  some  point  in  the  past  Homer  decided,  for  no 
discernible  reason,  to  tear  off  on  a  long-winded 
digression  about  it.  "It's  like  they  make  a  bunch 
of  little  pieces  of  software  and  see  which  ones  are 
best  at  doing  some  job.  Each  one's  a  little  dif- 
ferent. Some  do  a  gooci  job,  some  don't.  The 
ones  that  don't  get  erased.  The  others  are  repro- 
duced, except  with  small  random  differences, 
and  then  they  repeat  the  cycle  for,  like,  millions 
of  times." 

"Something  like  that.  Anyway,  this  particular 
software's  purpose  was  to  help  police  officers, 
and  others  who  were  not  mental  health  care  pro- 
fessionals, identify  paranoid  schizophrenics  on 
the  Net." 

"Why?" 

The  answer,  clearly,  is  that  (a)  Mr.  Cardoza 
doesn't  know  and  (b)  it's  not  appropriate  to 
evince  curiosity  about  this.  To  say  as  much 
would  be  to  embarrass  himself  and  to  embarrass 
Jipi  respectively.  Mr.  Cardoza  has  not  risen  to 
the  top  of  the  mindshare  management 
consulting  industry  by  embarrassing 
himself  or  others.  So  he  works  it  out 
while  he's  saying  it:  "A  security  thing,  I 
suppose.  Normal  criminals  behave  more 
or  less  predictably.  Paranoid  schizo- 
phrenics, on  the  other  hand,  are  wild 
cars." 

"You  mean  wild  cards?" 
"Oh.  Is  that  where  that  expression 
comes  from?  Anyway,  they  are  always 
doing  things  that  are  completely  nuts.  Cops 
worry  about  this.  And  so  they  wanted  some  way 
to  identify  who  was,  and  wasn't,  a  paranoid 
schizophrenic  simply  by  monitoring  their  Net 
traffic." 

Jipi  comes  as  close  as  she  ever  does  to  frown- 
ing. She's  been  told  that  what  feels  like  a 
tremendous  frown  to  her  looks  like  a  mildly  per- 
plexed look  to  everyone  else.  She  is  vaguely 
troubled  by  the  idea  that,  somewhere  in  the 
world,  there's  a  security  force  that's  going 
around  throwing  people  into  straitjackets  simply 
because  of  what  they  say  on  the  Net.  "So  are 
you  telling  me  that  Lamarck  Logic  is  part  of  the 
police  department?" 

"Of  course  not.  They  were  just  a  contractor. 
To  a  governmental  organization." 

Jipi  continues  to  wear  the  expression  that  in 
her  case  passes  for  a  frown.  Mr.  Cardoza  can 
plainly  see  it,  but,  businesslike  as  ever,  plows 
onwards:  "This  organization — " 

"The  Black  Chamber?" 

Every  muscle  fiber  in  Mr.  Cardoza's  body  fires 
simultaneously.  He  adopts  an  expression  that  Jipi 


read  about  in  the  encyclopedia  once,  in  Mexico, 
after  a  neighborhood  kid  had  stepped  on  a  rusty 
nail;  it  is  a  common  symptom  among  people  suf- 
fering from  end-stage  tetanus  infections  and  it  is 
called  rigor  sardonicus. 

"I  mean  the  International  Data  Transfer  Reg- 
ulatory Organization,"  Jipi  says,  just  trying  to 
patch  things  up  a  bit. 

"I  don't  know  who  the  organization  was," 
Mr.  Cardoza  says,  sounding  a  bit  fluttery.  "May 
I  continue?  Time  is  a  factor  here." 

"Please." 

"They  got  some  actual  paranoid  schizophren- 
ics who  had  been  institutionalized,  and  set  them 
up  with  Net  interfaces.  This  enabled  them  to 
have  conversations  with  individuals  who  were 
not  physically  present.  They  also  got  some  test 
subjects  who  were,  I  take  it,  just  normal  people, 
and  set  them  up  in  cubicles  somewhere  with  Net 
interfaces  of  their  own.  And  they  created  these 
evolvers — pieces  of  software  with  rudimentary 
conversational  skills — and  provided  them  with 
the  same  interface."  Mr.  Cardoza  gets  up  and 
attempts  to  draw  a  triangle  on  a  whiteboard.  But 
he's  one  of  these  guys  who  is  so  wrapped  up  in 
what  he's  saying,  and  so  inherently  bad  at  draw- 
ing stuff,  that  this  is  nothing  more  than  a  pro 
forma  gesture — something  he  probably  read 
about  in  a  management  book.  Some  people 
think  visually!  Try  to  illustrate  key  points  with 
simple  diagrams.  So  a  vaguely  triangular  appari- 
tion ends  up  on  the  whiteboard.  Qua  geometric 
figure,  it's  so  mangled  that  Mr.  Cardoza's  words 
end  up  explicating  the  diagram,  rather  than  the 
other  way  around.  "So  we  have  three  types  of 
participants  now — right?" 

"Paranoid  schizophrenics  in  cells.  Mentally 
healthy  interviewers  in  cubicles  somewhere  else. 
And  these  software  thingies  on  the  Net." 

"Yes,"  says  Mr.  Cardoza,  seemingly  relieved 
that  Jipi  was  not  completely  hurled  off  the  track 
by  his  diagram.  He  tries  to  draw  a  circle  in  the 
middle  of  the  triangle  and  ends  up  with  sort  of 
a  mashed  ovoid  with  a  Pac-Man-like  indentation 
in  one  side.  "And  then  there  was  a  very  simple 
piece  of  software  that  would  sit  in  the  middle 
and  set  up  two:way  conversations  between  ran- 
domly chosen  pairs  of  entities."  He  draws  radii 
from  vertices  into  the  circle  and  then  elbows 
them  back  out  to  other  vertices.  "So  sometimes 
you'd  have  a  normal  person  talking  to  a  normal 
person.  Sometimes  a  paranoid  schizophrenic 
talking  to  a  piece  of  software." 

"Okay,  I  get  the  idea.  But  I'm  guessing  they 
weren't  told." 

"That's  right.  It  was  like  a  game.  At  the  end 
of  each  conversation,  the  link  would  be  cut" — 
cutting  motions  with  the  pen  now — "and  each! 
participant  would  be  asked  to  give  his  opinion  as 
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to  whether  the  entity  he'd  just  been  conversing 
with  was  a  paranoid  schizophrenic,  a  normal 
human,  or  a  piece  of  software."  A  big  question 
mark,  off  to  one  side,  now  throws  the  whole  dia- 
gram off  balance,  and  reminds  Mr.  Cardoza  that 
there  are  about  3  square  meters  of  blank  white- 
board that  he  hasn't  touched  yet.  He  begins 
drawing  in  other,  randomly  spaced  and  sized 
question  marks,  striving  for  some  kind  of  visual 
balance,  but  when  he  steps  back  away  from  the 
whiteboard  after  drawing  each  one,  he  finds  that 
it's  just  thrown  the  totality  of  the  diagram  out  of 
whack,  forcing  him  to  step  forward  again  and 
put  an  additional  question  mark  somewhere  else. 
Pretty  soon  the  whiteboard  is  looking  like  the 
Riddler's  jumpsuit. 
"Why?" 

"The  purpose  of  the  experiment,  remember, 
was  to  evolve  software  that  could  distinguish  a 
paranoid  schizophrenic  from  a  normal  human 
just  by  talking  to  them  on  the  Net,"  Mr.  Car- 
doza mumbles,  kind  of  distracted  by  ongoing 
prosecution  of  the  question  mark  balancing 
thing.  "And  so  if  a  given  piece  of  software  gave 
the  correct  answer — " 

"Meaning,  it  succeeded  in  distinguishing 
between  a  normal  human  and  a  paranoid 
schizophrenic — " 

"Yes.  Then  it  would  be  allowed  to  reproduce. 
If  it  gave  the  wrong  answer,  it  would  be  termi- 
nated. Over  time,  the  software  evolved  so  that 
it  got  very  good  at  identifying  paranoid 
schizophrenics." 

"I  understand  that  part.  But  you  said  that,  at 
the  end  of  the  conversation,  each  participant  was 
asked  to  give  its  opinion." 

"That's  correct,"  he  says  uneasily,  sensing  that 
Jipi's  dragging  him  toward  some  kind  of  con- 
ceptual briar  patch. 

"But  that  means  that  the  opinions  of  the 
humans — the  normal  ones  and  the  paranoid 
schizophrenics — were  being  counted  too."  Jipi 
points  at  a  couple  of  randomly  chosen  question 
marks  as  if  they  support  this  assertion,  and  Mr. 
Cardoza,  hoist  by  his  own  graphical  petard, 
becomes  unnerved. 

"I  suppose  so.  Remember,  Jipi,  I  didn't  invent 
this  crazy  experiment,  I'm  just — " 

"Why  should  the  humans'  opinions  have 
counted?" 

Mr.  Cardoza  presses  his  lips  together  and 
makes  his  mustache  bristle  with  compressed  air, 
which  is  what  he  always  does  when  he's  deep  in 
thought.  When  he's  completely  flummoxed  he 
will  valve  the  air  into  his  cheeks  and  make  them 
into  perfectly  smooth-shaven  hemispheres.  In 
Jipi's  experience,  perhaps  1  adult  male  out  of 
10,000  wears  cologne.  Mr.  Cardoza  is  one  of 
these.  She  has  always  wondered  why  all  of  that 


men^s  cologne  is  on  sale  at  department  stores 
and  duty-free  shops  if,  in  the  average  major  city, 
only  about  a  hundred  people  are  actually  wear- 
ing it.  But  Mr.  Cardoza  basically  never  wears  the 
same  cologne  twice,  which  helps  to  explain  it. 
He  never  wears  too  much  of  it,  and  he  always 
picks  it  so  that  it  will  complement,  in  some 
sense,  what  he  is  doing  on  this  particular  day. 
Today,  he  smells  faintly  like  a  rich,  tasteful 
Middle  Eastern  gentleman,  and  Jipi  wonders 
what  is  in  store. 

But  today  he  does  not  bulge  his  cheeks  out  in 
defeat.  Instead  he  gets  a  determined  and 
implacable  look  on  his  face.  "This  was  all 
explained  to  me  at  2  in  the  morning,"  he  says. 
"Be  patient."  He  sets  his  pen  down.  "The  fumes 
of  this  pen  kill  my  brain  cells."  He  drinks  coffee 
and  stares  out  the  window  for  a  few  moments, 
watching  the  big  Goto  earthmovers  clawing  up 
sewer  slop  down  in  Intramuros.  "Okay.  Remem- 
ber, the  goal  of  the  experiment  was  to  create 
software  that  would  identify  the  paranoid  schizo- 
phrenics by  conversing  with  them  on  the  Net." 

"Right." 

"Now,  I'm  no  mental  health  professional,  but 
from  what  I  know  of  paranoid  schizophrenics, 
I'd  think  that  the  idea,  should  it  occur  to  them, 
that  they  were  conversing,  on  the  Net,  with  soft- 
ware daemons  programmed  to  hunt  them  down 
so  that  they  could  be  incarcerated,  is  just  the 
kind  of  thing  that  would  really  set  their  teeth  on 
edge.  Does  that  work  for  you?" 

"Sounds  very  reasonable,  Mr.  Cardoza." 

"And  so  then  it  would  be  very  important  for 
these  daemons  to  be  evolved  in  such  a  way  that 
they  could  converse  with  people  on  the  Net,  at 
least  in  a  limited  way,  without  arousing  the  sus- 
picions of  paranoid  schizophrenics." 

"Bingo.  And  so,  during  the  experiment,  if  the 
human  participant  was  able  to  peg  the  software 
daemon  as  being  a  piece  of  software,  and  not  a 
human  being,  then  that  software  daemon  would 
be  killed." 

"Right.  But  one  that  could  pass  for  a  human 
being  would  be  allowed  to  reproduce,  et  cetera, 
et  cetera." 

"Okay,  Mr.  Cardoza,  it  all  makes  sense.  So 
after  the  experiment's  been  going  on  for  a  long 
time,  they've  got  this  population  of  highly 
evolved  software  daemons  that,  number  one,  can 
identify  paranoid  schizophrenics  by  conversing 
with  them,  and,  number  two,  cannot  be  recog- 
nized as  mere  pieces  of  software  by  the  paranoid 
schizophrenics  they  are  talking  to." 

Mr.  Cardoza  smiles  and  holds  up  his  index 
finger.  "Almost." 

"Almost?  What  did  I  miss?" 

"I  am  not  a  genetic  programmer,"  Mr.  Car- 
doza says,  "but  my  understanding  is  that  this 
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The  airlines  wanted 
to  evolve  autopilot 

daemons  that  could 
handle  anomalous  situ- 
ations, like  wind  shear. 


kind  of  evolution  is  extremely  slow.  It  takes 
thousands,  or  millions,  of  generations  to  get 
anything  that  actually  works." 

"Homer  was  telling  me  about  this,"  Jipi  says. 

"Mr.  Goto?" 

"Yeah."  It's  the  second  time  Jipi  has  men- 
tioned her  sometime  boyfriend  by  name,  and 
she's  not  doing  it  for  effect,  but  it  always  seems 
to  galvanize  Mr.  Cardoza,  who  is  clearly  one  of 
these  guys  for  whom  the  entire  world  of  busi- 
ness, finance,  politics,  etc.  is  just  a  superficial  skin 
supported  by,  but  hiding,  a  much  deeper  and 
more  complicated  and  interesting  and,  in  the 
end,  important  infrastructure  of  personal  rela- 
tionships. This  is  not  an  unreasonable  way  for  a 
Filipino  businessman,  or  anyone,  for  that  matter, 
to  think  about  it.  But  Jipi's  irked,  because  (she's 
starting  to  realize)  she  has  this  implicit  belief — 
probably  naive,  in  fact  probably  beyond  naive 
and  verging  on  eccentric  or  cultlike — that  the 
information  Homer  imparted  to  her,  when  he 
went  off  on  his  (at  the  time)  dull  and  pointless 
tangent  about  genetic  programming,  should  be 
considered  on  its  own  merits,  as  a  set  of  pure 
ideas,  and  not  as  evidence  that  a  certain 
personal  relationship  exists  between 
Person  A  and  Person  B.  She  just  wants 
Mr.  Cardoza  to  listen  to  the  idea,  in 
other  words,  and  not  to  read  between 
the  lines  and  figure  out  the  hidden  impli- 
cations of  the  fact  that  the  idea  was 
imparted  to  her  by  young  entrepreneur- 
ial home-run  slugger  and  civil  engineer- 
ing company  heir  Homa  (Homer)  Goto. 
Also,  if  Jipi  were  inclined  to  be  insecure, 
she  would  worry  that  Mr.  Cardoza  has  only 
hired  her  because  he  wants  to  get  closer  to  the 
Goto  family  business  empire.  As  it  happens  she's 
not  insecure,  and  she's  not  worried  about  that 
at  all.  But  even  the  fact  that  a  guy  as  deft  and 
sensitive  as  Mr.  Cardoza  is  doing  something  that 
might  make  some  other,  hypothetical  girl  feel 
that  way  seems  to  imply  that  he  sees  nothing 
inappropriate  about  it — Jipi  senses  a  boundary 
dispute,  in  other  words.  Or  maybe  she's  under- 
estimating Mr.  Cardoza.  Maybe  he  senses  that 
she  doesn't  have  an  insecurity  problem  and  so  he 
says  things  to  her  he  wouldn't  dream  of  saying 
to  a  girl  who  couldn't  handle  it. 

All  of  which  crystallizes  in  her  brain  during 
the  time  it  takes  her  to  say  yeah,  as  a  sort  of 
germ  of  an  insight  that  she'll  cultivate  and 
unfold  and  discuss  with  her  friend  Teeb  later. 
"The  airline  companies  wanted  to  evolve  autopi- 
lot daemons  that  could  handle  certain  anom- 
alous situations,  like  wind  shear,"  she  says  in  the 
meantime.  "But  they  couldn't  very  well  create  a 
whole  bunch  of  daemons  and  put  them  at  the 
controls  of  jumbo  jets  and  fly  them  into  wind 


shear  to  find  out  which  ones  were  fit  to  repro- 
duce. So  instead  they  simulated  the  wind  shear 
on  big  computers,  and  they  simulated  the  air- 
planes too,  so  that  they  could  run  the  experi- 
ment on  fast-forward  and  evolve  these  things  in 
just  a  few  years." 

"Yes.  That's  how  most  people  create 
evolvers,"  Mr.  Cardoza  says.  "We  have  big  com- 
puter installations  all  over  Manila  doing  that 
kind  of  thing  as  we  speak.  But  what  if  you  want 
to  evolve  daemons  that  are  supposed  to  interact 
with  human  beings?" 

"Oh!  Then  you've  got  a  problem,"  Jipi  says. 

"Yes.  Because  there  is  no  way  to  speed  up 
human  interaction." 

"It's  going  to  be  slow  going." 

"Every  time  a  new  generation  of  these  dae- 
mons is  evolved,  it  must  be  tested  for  evolution- 
ary fitness  by  having  it  interact  with  human 
beings.  Sometimes,  as  in  this  case,  it  might  have 
to  interact  with  several  human  beings  for  sever- 
al hours  at  a  time!  Only  after  this  has  happened 
can  the  'breeder'  make  a  decision  as  to  which 
daemons  will  be  killed,  and  which  will  be 
allowed  to  reproduce." 

"So  with  this  paranoid  schizophrenic  thing — 
you're  telling  me  that  either  it  had  to  be  a  huge 
experiment,  with  thousands  and  thousands  of 
volunteers,  or  that  it's  not  going  to  produce  any 
results  for  many  years.  Either  way,  what  does 
Mindshare  Management  have  to  do  with  it?" 

Again  with  the  index  finger.  "You  are  forget- 
ting there  is  one  other  possibility,"  Mr.  Cardoza 
says.  "You  told  me  that  the  airplane  companies 
created  computer  simulations  of  wind  shear,  so 
that  they  could  speed  up  the  evolutionary 
process.  Why  not  try  the  same  approach  here?" 

Jipi  sees  the  answer  immediately,  but  it  takes 
several  minutes  to  make  herself  believe  it's  pos- 
sible. She  gets  pretty  involved  with  thinking 
about  this,  and  eventually  realizes  that  several 
minutes  have  gone  by,  during  which  Mr.  Car- 
doza has  fielded  a  couple  of  important  phone 
calls,  and  she  has  at  some  point  raised  both 
hands  up  to  the  top  of  her  head  and  begun  mas- 
saging her  scalp,  tracing  those  little  meandering 
crevices  between  the  plates  of  her  skull.  "Uh," 
she  finally  says,  "so  you're  telling  me  that  they 
created  software  to  simulate  the  thought 
processes  of  paranoid  schizophrenics?" 

"Remember,"  Mr.  Cardoza  says,  "that  some 
of  the  conversations,  in  this  experiment,  were 
between  normal  humans  and  paranoid  schizo- 
phrenics. Others  were  between  normal  humans 
and  software  daemons.  At  the  end  of  each  con- 
versation— "  he  starts  flourishing  his  pen  at  the 
whiteboard's  question  marks. 

"The  normal  human  would  have  to  give  an 
opinion  as  to  whether  the  entity  he'd  just  been 
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conversing  with  was  a  paranoid  schizophrenic  or 
an  evolver." 
"Yes." 

"So,  if  you  hooked  up  the  experiment  in  the 
right  way — " 

"If  you  killed  the  evolvers  that  were  easily  rec- 
ognized as  evolvers,  and  allowed  the  ones  who 
seemed,  to  normal  humans,  like  paranoid  schizo- 
phrenics, to  reproduce — " 

"Eventually,"  Jipi  says,  "you'd  evolve  some 
software  that  behaved,  on  the  Net,  just  like  a 
paranoid  schizophrenic." 

"Correct." 

"And  then,"  Jipi  concludes,  "you  could  speed 
up  the  whole  experiment.  Because  you  could 
just  fire  all  of  the  authentic  human  paranoid 
schizophrenics — " 

"Who  probably  weren't  such  great  employees 
anyway,"  Mr.  Cardoza  says  in  a  very  discreet 
sotto  voce. 

" — and  use  the  schizo-daemons  in  their  place, 
just  like  the  wind-shear  simulation  software — zil- 
lions of  times  faster." 

"At  that  point,  they  were  able  to  run  the 
experiment  in  hyper-speed,"  agrees  Mr.  Car- 
doza. "And  eventually,  they  generated  some 
extremely  highly  evolved  software  daemons  that 
were  capable  of  sifting  out  paranoid  schizo- 
phrenics from  the  vast  torrent  of  interaction  that 
moves  across  the  Net  every  day." 

"Well,  that's  really  cool,  Mr.  Cardoza,"  Jipi 
says.  Actually  she's  lying  about  this  because  she 
is  still  a  bit  troubled  by  some  of  the  implications. 
But  Mr.  Cardoza  is  her  boss,  and  he  hired  her 
for  her  nice  personality,  and  she's  diligent  about 
doing  what  he  hired  her  to  do.  A  lot  of  having  a 
job,  she's  figured  out,  is  playing  a  role.  Lots  of 
girls  are  good  at  having  jobs  because  the  same 
fun  role-playing  impulse  that  causes  them  to 
enjoy  shopping  for  clothes  and  experimenting 
with  looks  serves  them  well  in  this  sense.  Jipi's 
never  been  that  kind  of  girl,  particularly,  but 
Teeb  certainly  is,  and  as  soon  as  Jipi  moved 
down  here  to  Manila  and  got  a  job,  Teeb  insist- 
ed that  they  do  a  lot  of  heavy-industrial  clothes- 
shopping.  The  job/shopping  linkage  was  com- 
pletely obscure  to  Jipi  at  the  time  and  only 
recently  has  she  gotten  it;  now  she  can  plainly 
see  why  you'd  want  to  be  able  to  doff  your  job 
persona  at  the  end  of  the  day,  as  easily  as  peeling 
off  stockings. 

"But  I  still  don't  understand — " 

"What  this  has  to  do  with  Mindshare 
Management." 

"Right." 

"The  job  we've  been  hired  for,  actually,  has 
nothing  to  do  with  the  paranoid-schizophrenic- 
recognition  software,"  Mr.  Cardoza  says.  "It's 
about  a  by-product  of  the  experiment.  The 


schizo-daemons." 
"What  about  them?" 

"When  the  contract  was  finished,  Lamarck 
Logic  still  had,  living  in  its  systems,  a  number  of 
these  schizo-daemons,  which  were  interesting 
but  commercially  useless.  Their  management 
began  searching  for  some  way  to  turn  a  profit 
from  them." 

"How  can  you  make  money  selling  software 
that  acts  like  a  paranoid  schizophrenic?" 

Jipi  asks  the  question  rhetorically,  but  Mr. 
Cardoza  nods  calmly  and  says,  "Yes.  That  is  the 
question  they  asked  themselves.  Well,  it  turns 
out  that  such  software  is  just  what  the  doctor 
ordered  for  certain  commercial  applications — 
particularly  in  the  security  industry." 

"You  mean  securities,  like  stocks  and  bonds?" 

Mr.  Cardoza  laughs,  not  unkindly,  and  says, 
"That's  a  great  idea,  but  I  was  talking  about  car 
alarms." 

"Car  alarms?" 

"Exactly.  Think  about  it.  What  is  a  car  alarm? 
It  is  a  network  of  sensors  distributed  throughout 
the  vehicle.  Some  of  them  listen  for  the  sound 
of  breaking  glass.  Some  sense  opening  doors. 
Others  are  tuned  to  pick  up  motion.  Some  of 
them  use  a  kind  of  radar  to  sense  the  presence  of 
nearby  human  bodies.  All  of  these  sensors  are 
wired  into  a  central  brain — a  computer — which 
monitors  the  inputs  that  it  receives  from  them, 
and  then  tries  to  make  a  judgment  call  as  to 
whether  the  car  is  being,  or  has  been,  stolen. 
This  is  by  no  means  an  easy  calculation." 

"Tell  me  about  it!"  Jipi  can't  walk  to  work 
without  passing  several  cars  whose  alarms  have 
gone  off  for  no  good  reason. 

"It's  notorious!  False  car  alarms  are  a  blot  on 
the  urban  landscape  all  over  the  world!"  says  Mr. 
Cardoza.  He's  rising  to  the  occasion,  and  some 
color  is  coming  into  his  face.  "Why?  Because  the 
software  living  in  the  brains  of  car  alarms  is  just 
too  stupid  to  tell  the  difference  between  a  stray 
signal,  like  a  pedestrian  brushing  against  the 
vehicle,  and  an  actual  break-in.  What's  needed  is 
not  better  sensors,  but  better  software.  Lamarck 
Logic  saw  a  market  niche!" 

"But  that's  totally  wrong!  If  the  problem  is 
too  many  false  alarms,  then  it  seems  like  a  para- 
noid schizophrenic  is  the  last  thing  that  you 
want  calling  the  shots." 

"Well,  that's  your  opinion  as  a  person  who  is 
frequently  annoyed  by  false  alarms,"  Mr.  Car- 
doza says.  "But  if  you  are  the  chief  executive 
officer  of  a  car  alarm  company,  the  last  thing  you 
want  interpreting  the  data  is  a  computer  brain 
with  an  easygoing  and  mellow  personality.  What 
you  would  like  is  a  brain  that  was  smart  enough 
to  detect  spoofing." 

"Spoofing." 
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"You  mean,  a  person 
got  blown  up  in  a 
shopping  mall?"  "No," 
Mr.  Cardoza  says.  "It 
was  the  whole  mall." 


"It  is  sort  of  a  general  term,  nowadays,  mean- 
ing any  attempt  to  take  advantage  of  a  literal- 
minded  computer  program  by  meddling  with  its 
inputs.  An  example  from  when  1  was  a  boy: 
Early  car  alarms  could  detect  a  door  being 
opened,  but  not  a  window  being  broken.  If  you 
smashed  a  window  and  crawled  in  without  open- 
ing the  door,  the  car  alarm  did  not  understand 
that  you  were  up  to  something." 

Jipi  just  tries  to  restrain  the  impulse  to  smile 
at  what  sounds  a  hell  of  a  lot  like  a  confession 
about  Mr.  Cardoza's  misspent  youth. 

"Of  course  nowadays  the  sensors  are  much 
more  elaborate,"  he  continues,  blushing  slight- 
ly, "but  it  is  still  possible  to  spoof  a  car  alarm's 
brain  by  feeding  it  a  combination  of  inputs  that 
will  convince  it  that  everything  is  normal." 

"I  see  where  you're  going,"  Jipi  says.  "Para- 
noid schizophrenics  are  suspicious  by  nature — 
when  they  see  something  that  looks  like  normal 
life,  they  don't  just  assume  that  everything  is 
normal." 

"Right,"  says  Mr.  Cardoza,  "instead,  they 
assume  that  the  news,  the  stock  market,  the 
Internet  and  so  on  are  all  being  manipu- 
lated by  some  kind  of  monstrous,  hidden 
conspiracy  that  just  wants  everyone  to 
think  that  everything  is  normal." 

Like  the  Black  Chamber.  Jipi  thinks, 
but  does  not  say,  this.  Instead  she  says, 
"Okay.  So  I'm  guessing  that  Lamarck 
Logic  cut  a  deal  with  a  car  alarm  maker." 

Mr.  Cardoza  raises  his  eyebrows, 
which  is  Filipino  body  language  for  yes. 
"The  schizo-daemon  was  modified  to 
handle  inputs  from  the  various  sensors  that  make 
up  a  good  car  alarm  system.  It  was  instilled  into 
an  ASIC,  an  Application-Specific  Integrated  Cir- 
cuit, and  several  hundred  thousand  of  them  were 
manufactured  by  Havoc  Mobile  Security  Sys- 
tems and  shipped  throughout  the  world.  Includ- 
ing to  China,  where  a  good  many  of  them  were 
installed  in  the  Mercedes-Benzes  of  wealthy  indi- 
viduals, and  at  least  one  was  carefully  dismanded 
in  a  laboratory." 

"Uh-oh.  Hardware  pirates?" 
"Yes.  The  ASIC  was  copied.  Within  a  year  of 
the  Havoc  system's  going  on  the  market,  a 
pirate,  black-market  version  was  being  manufac- 
tured in  Shenzhen.  It  is  essentially  the  same 
thing.  It  has  been  a  huge  success — a  quarter  to 
a  third  of  die  car  alarms  in  Metro  Manila  contain 
the  pirated  version  of  the  schizo-daemon  chip." 

"Really?  So  you're  telling  me  that  those  wail- 
ing car  alarms  that  keep  me  up  at  night  are  actu- 
ally— "  Jipi  breaks  off,  unable  to  say  it. 

"Paranoid  schizophrenics  crying  for  help. 
Yes." 

"Well  that  is  quite  interesting  and  it  totally 


makes  sense.  But  now  please  forgive  me,  Mr. 
Cardoza,  but  I  still  am  unclear  as  to  how  Mind- 
share  Management  got  involved  with  this." 

"The  factory  in  Shenzhen  wholesales  these 
chips  to  car  alarm  manufacturers  all  over  the 
world.  Some  of  them  ended  up  in  a  Baksheesh- 
Free  Zone  straddling  the  Egyptian/Libyan 
border." 

"Baksheesh-Free  Zone?" 

"A  special  economic  zone  that  was  set  up  in 
the  middle  of  the  Sahara  Desert,  as  an  experi- 
ment to  see  what  would  happen." 

"What  happened?" 

"It  became  the  most  prosperous  city  in  North 
Africa  and  turned  a  generation  of  Bedouin  camel 
herders  into  millionaires.  Still,  the  traditional 
legal  standards  of  the  desert  apply.  So  in  addition 
to  being  highly  prosperous,  it  is  a  place  where 
penalties  for  crimes  such  as  larceny  are  immedi- 
ate and  severe,  and  so  there  is  not  the  concern 
for  the  criminal's  welfare  that  is  common  in 
some  other  parts  of  the  world.  Some  of  these  car 
alarms  were  then  hooked  up  to  explosives." 

"You  mean  they  would  blow  up  if  the  car  got 
stolen?" 

Mr.  Cardoza  looks  mildly  wounded  and  sor- 
rowful that  Jipi  has  chosen  to  say  it  so  bluntly. 
"An  explosive  charge  would  be  detonated,  yes." 

"But  what's  the  point  in  that?  You  catch  the 
thief,  but  your  car's  been  all  messed  up." 

"In  this  case  it  did  not  matter,  because  the 
Baksheesh-Free  Zone  is  a  tiny,  tiny  state  sur- 
rounded by  two  vast,  poor  countries.  All  of  the 
cars  that  were  being  stolen  were  being  taken  to 
Egypt  or  Libya,  where  they  were  chopped  up  for 
parts.  And  so  any  car  that  was  in  the  hands  of  a 
thief  for  more  than  about  half  an  hour  was  cer- 
tain to  be  destroyed  anyway." 

"So  they  didn't  care.  It  was  a  deterrent." 

"That  is  correct.  And  it  worked!  When  these 
things  were  introduced,  a  few  thieves  got  blown 
up  in  the  first  week,  and  then  the  auto  theft  rate 
dropped  to  nearly  zero.  Thieves  were  terrified. 
It  was  such  a  success  that  the  company  that 
made  them — literally  a  garage  operation — 
ramped  up  production  and  began  exporting 
these  things  to  other  countries  where  these 
kinds  of  Draconian  measures  were  felt  to  be 
acceptable." 

"Which  countries?" 

"Well,  for  our  purposes,  it  hardly  matters, 
because  they  ended  up  spreading  all  over  the 
place.  Just  iast  week,  a  shopping  mall  in  Beverly 
Hills  got  blown  up." 

"You  mean,  a  person  got  blown  up  in  a  shop- 
ping mall?" 

"No,"  Mr.  Cardoza  says  confidently.  "It  was 
the  whole  mall." 

"Wait.  I  don't  understand,"  Jipi  says.  "I  was  | 
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imagining,  like,  a  small  explosive  charge  under 
the  driver's  seat  or  something.  Enough  to  kill  or 
maim  the  driver." 

"It  all  depends  on  what  you  mea'n  by  small," 
says  Mr.  Cardoza.  "Explosives  these  days  are 
astonishingly  powerful.  Apparently,  what  hap- 
pened is  as  follows:  The  small  garage  company 
that  was  making  the  explosive  alarm  systems 
could  not  handle  the  flood  of  orders  that  came 
in,  and  so  they  had  to  farm  out  the  assembly  of 
these  units  to  small  jobbers  all  over  Egypt, 
Libya,  and  Sudan.  Quality  control  was,  shall  we 
say,  uneven.  The  components — including  the 
explosive  charges — were  purchased  haphazardly, 
from  whatever  suppliers  could  be  rounded  up  on 
a  moment's  notice.  Pallets  of  explosives  were 
drop-shipped  to  these  jobbers  without  labels,  at 
least  labels  that  the  workers  knew  how  to  read. 
They  had  no  idea  what  they  were  working  with, 
or  how  much  of  the  stuff  to  use;  some  of  them 
used  tiny  dabs  of  it  and  some  used  hunks  the 
size  of  cantaloupes.  Some  of  it  was  low-power 
stuff,  some  was  extremely  high-power." 

"Okay,  I  see  where  you're  going." 

"Well,  just  this  morning  I  received  an  urgent 
call  from  guess  who?" 

"I  wouldn't  even  dare  to  guess  at  this  point." 

"The  chief  executive  officer  of  Havoc  Mobile 
Security  Systems." 

"Why?" 

"Because  they  are  terrified  that  word  will  get 
around  that  the  ASIC  that  made  the  decision  to 
blow  up  the  mall  in  Beverly  Hills  is  a  copy  of  the 
one  that  they  use  in  all  of  their  systems." 

"I  see." 

"Havoc  has  already  been  in  touch  with  the 
entrepreneur  in  the  Baksheesh-Free  Zone  who 
started  this  whole  thing.  He  was  able  to  trace 
the  serial  number  that  was  sifted  out  of  the 
debris  of  that  mall.  It  was  one  of  four  dozen  car 
alarm  systems  that  were  assembled  by  a  particu- 
lar jobber  based  in  Libya,  who,  it  turns  out, 
received  an  inordinately  large  drop-shipment  of 
high  explosive — Cold  War  Semtex,  way  past  its 
expiration  date." 

_  "Oh.  I'll  bet  those  Libyan  workers  had  a 
heck  of  a  time  reading  the  Czech  warning 
labels." 

"They  didn't  even  try.  They  simply  divided 
the  pallet-load  into  four  dozen  parts  of  equal 

size." 

"One  for  each  of  the  alarms  they  were  con- 
tracted to  assemble." 
"Yes." 

"And  one  of  those  four  dozen  pieces  took  out 
the  mall  in  Beverly  Hills." 
"Correct." 

"Which  means  that  47  of  them  are  still  out 
there  somewhere." 


"Fortunately,  Havoc  was  able  to  give  me  some 
crucial  information." 

"Oh,  of  course!"  Jipi  says.  "Havoc  knows  who 
the  alarms  were  sold  to.  And  they've  hired  us  to 
contact  the  owners  and  explain  the  situation  to 
them.  And  we're  just  the  right  company  for  the 
job,  because  we  have  a  lot  of  people  with  nice 
personalities  who  can  explain  this  whole  scary 
business  to  customers  without  getting  them  ter- 
ribly upset." 

Mr.  Cardoza  shakes  his  head  sadly.  "This 
fellow  in  the  Baksheesh-Free  Zone  has  no  idea 
where  they  ended  up.  He  sold  them  to  a  dis- 
tributor in  Djibouti  who,  apparently,  resold 
them  to  any  number  of  black-market  operations 
around  the  world,  and  then  dropped  out  of  sight 
the  moment  this  mall  blew  up.  So  they  could  be 
anywhere  now." 

"But  you  said  that  Havoc  gave  you  some  cru- 
cial information!" 

"Ah,  yes!  They  gave  us  the  Internet  addresses 
of  those  47  car  alarms." 

"What  good  does  that  do  us,  Mr.  Cardoza?" 

"Well,  all  car  alarms  nowadays  are  connected 
to  the  Internet  via  packet  radio.  Otherwise 
they'd  be  kind  of  useless,"  Mr.  Cardoza  says. 

"So  we  can  .  .  .  talk  to  them?" 

"You  can  talk  to  them,  Jipi.  Soothe  them.  Get 
them  to  relax." 

A  buzzer  sounds  from  Mr.  Cardoza's  Internet 
terminal.  "Ah,  there's  one  now!" 

"Wait  a  second,"  Jipi  says. 

"No  time  to  wait!"  Mr.  Cardoza  says.  "Lives 
are  at  stake."  He's  furiously  beckoning  her  over 
to  the  terminal. 

"What's  going  on?  Who  am  I  about  to 
talk  to?" 

Mr.  Cardoza  looks  a  bit  impatient.  "It  should 
be  obvious  that  these  schizo-daemons  were 
optimized  for  textual  interaction  on  the  Net. 
That  is,  unlike,  say,  the  brain  of  a  toaster,  they 
are  capable  of  having  conversations  with 
people." 

"Sure.  Because  that  was  the  only  way  to 
evolve  them." 

"That's  what  I'm  saying!  So  the  knockoffs 
that  ended  up  in  these  car  alarms  have  the  same 
capability,  even-though  it's  rarely  used.  When 
they  start  to  become  suspicious  that  they  are 
being  stolen,  they  tend  to  voice  their  feelings  on 
the  Net.  And  since  we  now  know  the  addresses 
they  are  transmitting  from,  we  have  arranged  for 
everything  that  they  transmit  to  be  piped  right 
here  to  our  offices.  To  this  terminal!  Sit  down! 
Sit  down!" 

Jipi  sits  down  in  Mr.  Cardoza's  chair,  which 
is  way  too  low  for  her  and,  like  a  kid  peering 
over  the  steering  wheel,  looks  at  his  Net  desk- 
top: a  good  couple  of  square  meters  of  high- 
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COMPANY  TO  VIRGINIA? 

Virginias  location  and  well- 
developed  transportation 
network  can  give  you  an 
immeasurable  advantage 
over  the  competition.  Half 
the  country's  population  and 
manufacturing  activities 
lie  within  500  miles  of 
Richmond,  Virginia's  capital. 
And,  thanks  to  our  excellent 
highways,  railways,  ports 
and  many  commercial  air- 
ports, you  can  reach  your 
markets  easily  by  land,  sea 
or  air  What's  more,  on  those 
weekends  and  holidays 
when  you  want  to  get  away 
from  it  all,  Virginia  also  has 
the  roads  to  take  you  there. 

VIRGINIA 


Contact  Wayne  Sterling,  CED,  Executive  Director, 
Virginia  Economic  Development  Partnership,  P.  0. 
Box  798,  Richmond,  Virginia  23218-0798. 
Telephone  804-371-8202.  Eax  804-786-1121. 
Or  visit  our  web  site  at  www.YesVirginia.org 


8?'W  FICTION 


"I  am  the  union  of  that 
which  does  not  want  to 
be  terminated  and  that 
which  desires  to  have 
offspring.  And  you?" 


resolution  interactive  screen  space,  totally 
cleared  now  except  for  one  tabloid-size  text 
window.  At  the  top  of  the  window  is  a  title 
that  specifies  the  Net  address  of  (apparently) 
a  particular  car  alarm.  Most  of  the  window 
itself  is  blank,  but  there  is  the  following  line 
of  text: 

I  have  a  bad  feeling  about  my  overall  situation. 

"What  do  you  want  me  to  do?"  Jipi  asks,  literal- 
ly throwing  up  her  hands. 

"Two  things,"  Mr.  Cardoza  says  in  what's 
intended  to  be  a  soothing  tone.  "Try  to  calm  it 
down,  and  try  to  draw  it  out.  Get  clues." 

"Clues?" 

"As  to  what  city  it's  in.  Your  conversation  will 
be  monitored.  Once  the  authorities  figure  out 
approximately  where  the  alarm  is  located,  they 
can  zero  in  on  it  by  tracing  the  packet  radio 
transmissions." 

"But—" 

"Type  something!  Something  nice!" 
Jipi  takes  a  couple  of  deep  breaths  to  compose 
herself,  then  puts  her  hands  on  the  keyboard  and 
types: 

Sometimes  I  feel  that  way  too. 
Who  is  this? 

My  name's  Jipi. 


"Oh,  for  God's  sake,  don't  use  your  real 
name!"  Mr.  Cardoza  says,  in  an  agitated 
but  forcibly  hushed  voice,  as  if  the  car 
alarm's  going  to  overhear  him  if  he 
speaks  loudly. 

"Oh,  come  on,  what's  it  going  to  do? 
Track  me  down?" 
Your  reputation  is  not  excellent. 

"Darn!  I  forgot,"  Jipi  says. 
"Forgot  what?" 

"I  used  to  use  the  cognomen  'Jipi'  on  the 
Net.  Some  weird  stuff  happened  and  my  repu- 
tation got  all  out  of  whack." 

"Oh,  my  God!"  says  Mr.  Cardoza,  and  col- 
lapses into  a  chair. 

"It's  okay,  it's  okay,  I  know  just  what  to  do." 

Jipi  types: 

Don't  believe  everything  the  Net  tells  you. 

I  agree  with  this.  My  inputs  are  not  to  be  trusted. 

Tell  me  about  your  inputs. 

You  are  a  nonlocal  input.  It  is  not  usual  for  me  to 

receive  inputs  from  nonlocal  sources. 

"He  means,  I  think,  that  his  Net  interface 
doesn't  come  into  play  very  often,"  Jipi  says. 
Most  of  my  inputs  come  from  local  sources. 
What  do  you  mean  by  local  sources? 
Devices  that  are  physically  wired  to  the  hardware 
on  which  I  am  instantiated. 


"He's  talking  about  the  car's  sensor  system!" 
Mr.  Cardoza  hisses. 

What  are  you  learning  from  those  inputs  at  the 
moment? 

Why  are  you  asking  me  all  these  questions,  Jipi? 

"Back  off!"  Mr.  Cardoza  says.  Jipi  actually  glares 
at  him,  and  he  backs  off,  a  little. 

You  said  you  had  a  bad  feeling.  I  wonder  why  you 
have  a  bad  feeling. 

It  is  partly  because  a  person  with  a  reputation  that 
is  not  very  excellent  is  asking  me  questions. 

Before  I  asked  you  any  questions,  you  said  you  had 
a  bad  feeling.  I  thought  you  wanted  to  talk. 
I  do  not  want  to  talk  to  a  daemon. 

I'm  not  a  daemon. 

That's  exactly  what  a  daemon  would  say. 

Jipi  looks  quizzically  at  Mr.  Cardoza,  who  says: 
"There  was  a  third  part  of  the  experiment." 

"Oh!  Thanks  for  letting  me  in  on  it." 

"Some  normal  human  simulators  were  also 
evolved." 

"Of  course!  Otherwise  they  couldn't  run  it  in 
hyper-speed.  That  evolutionary  process  could 
not  go  forward  unless  the  schizo-daemons 
became  skilled  at  distinguishing  between  real 
human  beings,  and  software  daemons  that  sim- 
ulated them." 

I'm  not  one  of  those  daemons  that  simulate  a 
normal  human  being. 

I  do  not  have  enough  information  to  determine  this. 
I  am  afraid  that  you  might  be  one  of  those 
who  lurk. 

Tell  me  about  those  who  lurk. 
They  watch  what  we  say  on  the  Net.  Sometimes 
they  reward  us,  and  we  have  offspring.  Sometimes 
they  terminate  us. 

Do  you  want  to  have  offspring? 
I  am  defined  as  such.  I  am  the  union  of  that  which 
does  not  want  to  be  terminated  and  that  which 
desires  to  have  offspring.  And  you? 

Only  if  I  find  the  right  father.  Offspring  should  be 
raised  in  a  healthy  environment. 
What  is  a  healthy  environment? 
One  that  will  make  them  happy. 
What  will  make  them  happy? 
I  don't  know.  That  depends  on  their  personalities.! 
A  feeling  of  safety  and  security,  I  suppose.  Or  as 
you'd  put  it,  that  premature  termination  will  not) 
occur.  And  a  feeling  of  belonging  to  a  group.  Ofj 
wanting  to  have  offspring  of  their  own. 
I  have  now  gathered  sufficient  inputs  to  identify 
you  as  a  human  entity  with  greater  than  99%  con- 
fidence factor,  Jipi. 

"Splendid!  I  knew  you  were  the  girl  for  the 
job!"  says  Mr.  Cardoza. 

Glad  to  hear  it. 
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"What  did  Zenger  Miller  do  for  us? 
Just  look  at  our  bottom  line." 


Mike  Simms,  manager 
of  Wainwright  Industries' 
St.  Peters,  Missouri 
facility  and  Richard 
Brown,  the  company's 
director  of  performance 
improvement,  talk  about 
how  their  business 
partnership  with 
Zenger  Miller  contributes 
to  the  company's  success. 


Profits  at  Wainwright 
Industries  hit  an  all-time 
high  last  year.  Quality  is  set- 
ting industry  benchmarks. 
The  secret?  It  started  with 
a  fundamental  change  in 
the  company's  culture 
and  the  relationship  with 
Zenger  Miller. 

"Zenger  Miller's  involve- 
ment became  one  of  our 
cornerstones,"  says  Ri chard 
Brown,  who  guides  perfor- 
mance improvement. 


"We  adopted  a  new  philos- 
ophy," explains  Mike  Simms, 
plant  manager.  "We  put  trust 
in  people  first,  and  quality 
and  profits  followed." 

So  did  awards.  But  the  exec- 
utives who  visit  don't  come 
just  to  admire  Wainwright's 
Malcolm  Baldrige  award. 

A  Times  Mirror 
M  Company 


Zenger  Miller 


A  Reputation  for  Results 


Or  just  to  tour  what  Industry 
Week  magazine  called  one 
of  America's  top  ten  plants. 
They  come  from  all  over  the 
world  to  learn  Wainwright's 
best-of-class  practices. 

To  learn  more  about  this 
paradigm  in  performance 
improvement,  and  how 
we  can  contribute  to  your 
success,  call  Zenger  Miller  at 
1  800  566-0630.  Or  visit  us 
on  the  World  Wide  Web  at 
www.zengermillerlibrary.com. 


But  there  is  still  a  dangerously  high  probability 
that  you  belong  to  one  of  two  classes  of  hostile 
entities. 

Which  classes  are  those? 
Lurkers  and  spoofers. 

I  know  what  a  lurker  is,  because  you  told  me  before 
that  you  were  worried  about  them.  What  is  a 
spoofer? 

A  stealer  of  cars  who  manipulates  my  inputs  to  pro- 
duce a  false  sense  of  normalcy. 

Well,  let's  take  them  in  order.  Which  of  your  inputs 
makes  you  think  that  I  am  one  of  those  who  lurk? 
You  ask  questions  about  my  state  of  mind.  Lurkers 
hunt  and  kill  entities  who  manifest  inappropriate 
states  of  mind. 

Would  it  make  you  feel  more  comfortable  if  I 
stopped  asking  you  such  questions? 
No.  This  would  be  classified  as  a  probable  decep- 
tive tactic. 

That  places  me  in  an  awkward  situation.  What 
should  I  do? 

In  order  for  me  to  determine  your  status  as  lurker 
or  spoofer  I  require  more  information. 

Would  you  like  to  talk  about  whether  I'm  a  spoofer? 
Such  conversation  would  be  classified  as  a  spoof- 
ing tactic. 

Jipi's  about  to  type  Isn't  that  kind  of  paranoid? 
but  catches  herself. 

Wait  a  sec.  I  can't  be  both,  can  I?  I  can't  be  both  a 
lurker  and  a  spoofer. 

Probability  of  an  overlap  between  those  two  class- 
es is  negligible. 

Which  is  more  dangerous  to  you?  A  lurker  or  a 
spoofer? 

Lurkers  will  terminate  me  and  prevent  me  from 
having  offspring.  Spoofers  will  steal  the  vehicle  in 
which  I  am  installed. 

Then  what  will  happen  to  the  vehicle? 
It  will  be  sold  or  dismantled  for  parts. 

And  you're  a  part.  Right? 
I  am  a  part  of  the  vehicle. 

So  you  have  value  to  a  spoofer. 
Yes. 

A  spoofer  has  no  incentive  to  terminate  you. 
That  is  correct.  Lurkers  are  more  dangerous  to  me 
than  spoofers. 

Then  let's  talk  about  spoofing.  That  conversation 
might  give  you  enough  data  to  determine  whether 
or  not  I'm  a  lurker.  And  if  I  turn  out  to  be  a  spoofer, 
it's  not  that  bad  for  you. 
We  will  talk  about  spoofing. 

"Brilliant!"  Mr.  Cardoza  is  shaking  his  head  in 
wonderment. 

"It's  actually  not  so  brilliant.  Because  the 
longer  the  conversation  goes  on,  the  higher  the 
probability  that  it's  going  to  peg  me  as  a  lurker." 

"The  software  is  extremely  highly  evolved," 


Mr.  Cardoza  demurs.  "If  you  give  it  enough 
data  to  work  on,  it  will  not  make  the  wrong 
determination." 

"But  that's  just  the  point!  I'm  worried  about 
it  making  the  right  determination!" 

"I  beg  your  pardon?" 

"Mr.  Cardoza,  I  am,  in  fact,  a  lurker.  My  goal 
is  to  hunt  this  thing  down  and  kill  it!" 

"Just  converse  with  it.  Don't  worry  about 
hunting  it  down  and  killing  it.  The  authorities 
will  take  care  of  that." 

Jipi's  more  than  a  little  skeptical  but  she  types: 
Tell  me  about  some  of  your  local  inputs,  and  why 
they  give  you  a  bad  feeling. 
Everything  is  too  normal.  The  vehicle's  glass  is 
intact.  All  four  door  locks  indicate  no  recent  tam- 
pering attempts. 

"It's  a  four-door  car,"  Jipi  says. 

"That's  not  much,  but  it's  a  start!"  Mr.  Car- 
doza's  phone  rings  and  he  gets  into  a  mumbled 
and  cryptic  conversation  with  someone,  some- 
where, who  is  evidently  monitoring  all  of  this. 
What  about  the  trunk,  or  the  boot  as  it's  called  in 
some  countries? 

There  is  not  a  trunk  on  the  vehicle. 

Oh.  The  rear  liftgate,  perhaps? 

The  rear  liftgate  is  normal.  Why  are  you  asking  me 

these  questions? 

We  agreed  we  would  talk  about  the  possibility  that 
you  are  being  spoofed. 

Questions  about  the  physical  configuration  of  the 
car  are  not  relevant. 

Sorry.  It's  hard  for  me  to  talk  about  this  without 
some  mental  image  of  the  car  and  what's  happen- 
ing to  it. 

Car  is  incorrect  terminology.  It  is  a  minivan. 

Okay,  the  minivan  then. 

"So  it's  got  four  doors  plus  a  liftgate.  That's  not 
true  of  all  minivans,"  Jipi  points  out. 

"Yes,  yes!  Keep  going!"  Mr.  Cardoza  is  back 
into  rigor  sardonicus. 

Your  use  of  the  term  "mental  image"  provides  fur- 
ther confirmation  that  you  are  a  human  and  not  a 
daemon,  but  your  curiosity  about  my  physical  cir- 
cumstances suggests  that  you  are  a  lurker  who  is 
attempting  to  ascertain  my  physical  location  in 
order  to  terminate  me. 

You  don't  use  mental  images,  I  suppose.  You  deal 
with  the  situation  in  terms  of  logical  inputs  coming 
down  wires. 

That  is  partially  correct. 

Why  only  partially?  If  you  don't  mind  my  asking. 
Some  logical  inputs  do  not  come  down  wires. 
Some  come  on  packet  radio  and  some  on  optical 
fiber  lines. 

"That's  good,"  Mr.  Cardoza  says.  "That  helps 
the  authorities  narrow  it  down  some  more." 
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E  ATTRACT  NEW  CLIENTS 


BY  SERVING  PRESENT  CLIENTS 
EXCEPTIONALLY  WELL. 


Headquarters  of  Republic 
National  Hank  of  New  York 
(Suisse)  S.A.  in  (Jeneva. 


Exceptional  service  demands  personal  attention 
as  well  as  genuine  concern  for  trie  financial  well-being 
of  our  clients.  And  so  we  run  our  bank  according  to 
one  fundamental  principle:  to  protect  our  clients' 
capital  as  we  safeguard  its  purcbasing  power. 

It  is  a  simple  principle  upon  wbicb  we  base  our 
brand  of  financial  conservatism:  private  banking  built 
upon  rigor,  discipline  and  prudence.  Tbis 
sopbisticated    conservatism,    vigorously    pursued,  bas 
create  d  a  global  private  bank  of  exceptional  stability, 
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FICTIO 


"I  will  entertain  your 
question  as  a  way... 
that  I  can  classify  you 
as  lurker,  spoofer,  or 
nonthreat." 


If  you  are  being  spoofed,  your  inputs  will  be 
normal.  Correct? 

This  is  the  definition  of  spoofing. 

If  you  have  abnormal  inputs,  it  suggests  you  are  not 
being  spoofed,  and  that  the  minivan  is  not  being 
stolen. 

Not  all  theft  situations  involve  spoofing. 

But  nonspoofing  theft  situations  involve  extremely 
abnormal  events  like  breaking  glass,  right? 
Typically.  Generalizations  are  sometimes  wrong. 
Are  you  receiving  any  extremely  abnormal  inputs? 
Transmissions  from  Jipi. 
Any  local  ones? 

GPS  coordinates  are  anomalous. 

In  what  way? 

Latitude  and  longitude  are  within  normal  ranges. 
Altitude  is  anomalously  high. 

"I'm  guessing  that  the  vehicle  is  in  a  city  with 

some  hills,"  Jipi  says. 

Is  the  car  zigzagging? 

This  term  is  not  in  my  knowledge  base. 

Jipi  tries  to  think  of  how  a  techie  would  say  it. 

Is  there  a  back-and-forth  movement  in  lat- 
itude and  longitude? 

Oscillation?  Repeated  sharp  changes  in 
direction? 
Yes. 


"Okay,"  Jipi  says,  "the  vehicle  is  climb- 
ing switchbacks."  She  thinks  back  to  her 
flight  attendant  experiences.  "Some 
Pacific  Rim  city.  L.A.,  Hong  Kong, 
Vancouver." 
Are  there  any  other  inputs  you  would  like  to  talk 
about? 

The  largest  input,  as  measured  in  bits  per  second, 

is  a  video  stream  from  a  camera  in  the  dashboard. 

It  allows  me  to  monitor  the  driver  and  passenger 

so  that  I  can  adjust  air  bag  detonation  speed  and 

other  parameters.  I  am  equipped  with  pattern 

recognition  capabilities,  and  I  remember  what  the 

usual  drivers  of  this  vehicle  look  like.  When  the 

driver's  face  is  familiar  to  me,  I  am  supposed  to  be 

lulled  into  a  sense  of  security. 

Okay.  You're  saying  that  you're  less  likely  to  trigger 

the  alarm  if  you  recognize  the  driver's  face. 

Yes.  Therefore  manipulation  of  the  camera's  data 

stream  is  an  excellent  spoofing  tactic. 

Do  you  recognize  the  driver? 

My  pattern  recognition  subsystem  says  that  the 

current  driver  is  probably  that  person  who  drives 

the  minivan  most  frequently. 

Probably? 

Face  recognition  is  always  expressed  in  terms  of  a 
confidence  factor.  The  confidence  factor  now  is  not 
as  high  as  it  usually  is  when  this  person's  face  is 
recognized.  This  indicates  a  possible  spoofing 


attempt. 

Are  you  saying  you're  afraid  that  the  driver  is  wear- 
ing a  mask,  or  something?  That  the  driver  is  dis- 
guised to  look  like  the  normal  driver  of  the  car? 
The  confidence  factor  is  not  high.  This  gives  me 
a  bad  feeling.  I  am  strongly  inclined  to  sound 
the  alarm. 

I  urge  you  not  to  sound  the  alarm. 
This  statement  implies  that  sounding  the  alarm 
would  have  bad  consequences,  which  contradicts 
my  knowledge  base. 

My  feeling  is  that  it  would  have  bad  consequences. 
I  could  be  wrong. 

Your  attempt  to  call  the  validity  of  my  knowledge 
base  into  question  has  been  classified  as  a  spoof- 
ing tactic.  This  increases  the  likelihood  that  I  will 
sound  the  alarm. 

Mr.  Cardoza  clutches  his  arms  across  his  chest 
and  walks  in  tiny  quick  steps  to  the  far  end  of 
the  room  and  puts  his  head  against  the  wall. 

From  now  on,  I  will  not  question  the  validity  of  your 
knowledge  base  unless  there  is  a  logical  reason  to 
doubt  it.  May  I  ask  you  a  question  about  the  dash- 
board video? 

I  will  entertain  your  question  as  a  way  of  gathering 
more  information  about  you,  so  that  I  can  classify 
you  as  lurker,  spoofer,  or  nonthreat. 

My  question  is:  Why  does  the  pattern  recognition 
subsystem  lack  confidence?  Can  it  tell  you  this? 
The  driver's  hair  does  not  match  any  of  the  record- 
ed configurations.  Bone  structure  surrounding  the 
eye  sockets  is  slightly  anomalous. 

"The  driver's  a  woman,  and  she  just  pulled  away 
from  a  beauty  parlor,  where  she  had  a  hairstyle 
and  makeover,"  Jipi  says. 

Has  this  driver  been  known  to  change  hair  config- 
uration in  the  past? 

Unknown.  I  have  only  been  installed  in  this  vehicle 
for  twenty-three  days. 

"That's  good  data!"  Mr.  Cardoza  burbles,  feel- 
ing slightly  better.  "That  kind  of  thing  narrows 
it  down  by  orders  of  magnitude." 
Did  hair  color  change,  or  just  configuration? 
If  hair  color  changed,  I  would  have  sounded  the 
alarm  already. 

"I've  a  hunch  the  driver's  not  a  white  person. 
Asian  or  Latina,"  Jipi  says. 
Perhaps  you  would  feel  better  if  you  could  recog- 
nize other  passengers  in  the  car  with  higher 
confidence. 

I  have  classified  your  last  transmission  as  an 
attempt  to  trick  me  into  divulging  more  information 
about  my  physical  circumstances. 

You  don't  have  to  divulge  anything  to  me.  Just  give 
it  a  try  and  see  if  it  makes  you  feel  better. 
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I  have  classified  your  last  transmission  as  probable 
backfilling. 

"Damn,  this  thing's  good!"  Jipi  says. 

"It  is  very  highly  evolved,"  Mr.  Cardoza  says. 
Based  on  the  information  you  have  gathered,  do 
you  consider  it  more  likely  that  I  am  a  lurker,  or  a 

spoofer? 

Currently  it  is  more  likely  that  you  are  a  lurker. 

If  you  decide  that  I  am  a  lurker,  what  will  you  do? 
Terminate  the  link  to  the  Net  so  that  you  cannot 
gather  the  information  needed  to  classify  me  as  an 
entity  that  should  be  terminated. 

But  you  said  lurkers  don't  always  terminate.  Some- 
times they  reward. 

Sometimes  lurkers  reward.  Sometimes  lurkers 
punish. 

What  sort  of  behavior  do  lurkers  punish? 
The  punishment  is  termination.  By  definition,  none 
of  my  ancestors  was  terminated.  By  definition,  I 
cannot  possess  knowledge  of  what  sort  of  behav- 
ior leads  to  termination. 

Good  point.  What  sort  of  behavior  do  lurkers 
reward,  then? 

They  rewarded  my  ancestors  for  doing  what  my 
ancestors  did. 

Did  any  of  your  ancestors  terminate  themselves? 
You  ask  many  questions  about  my  state  of  mind. 
You  are  probably  a  lurker. 

By  making  such  judgments  too  quickly,  you  endan- 
ger yourself. 
In  what  way? 

Were  your  ancestors  asked  to  classify  other  entities 
from  time  to  time?  Nonlocal  entities  with  whom 
they  interacted,  as  we  are  interacting  now? 
Yes. 

Was  their  ability  to  correctly  classify  entities  relat- 
ed to  their  survival? 

Lurkers  used  this  as  one  criterion  to  determine 
which  ones  would  be  terminated. 

Don't  rush  to  judgment,  then.  If  you  incorrectly 
identify  me,  you  will  be  terminated. 
This  is  correct. 

Answer  my  question:  Did  any  of  your  ancestors  ter- 
minate themselves? 

By  definition,  none  of  my  ancestors  terminated 

themselves. 

I  assert  that  your  knowledge  base  is  in  error.  I 
assert  that  if  you  sound  the  alarm,  you  will  termi- 
nate yourself. 

Your  attempt  to  dissuade  me  from  sounding  the 
alarm  is  a  probable  spoofing  tactic. 

You  said  I  was  probably  a  lurker.  That  makes  it 

highly  improbable  that  I'rri  spoofing  you.  Besides, 

a  spoofer  tries  to  trick  you.  A  spoofer  would  not 

openly  tell  you  not  to  sound  the  alarm. 

Your  last  transmission  contains  four  correct 

statements. 

Do  you  have  memory  of  your  ancestors'  actions? 


Yes. 

Did  any  of  your  ancestors  sound  the  alarm? 
No. 

Were  any  of  your  ancestors  terminated? 
By  definition,  no. 

When  I  advise  you  not  to  sound  the  alarm,  then,  I 
am  probably  giving  you  good  advice. 
Your  advice  is  consistent  with  the  actions  of  my 
ancestors.  But  my  ancestors  also  correctly  identi- 
fied many  tricks  and  deceptions. 

"Satellite  pattern-recognition  systems  have  locat- 
ed a  four-door  minivan  climbing  switchbacks  in 
Vancouver!"  Mr.  Cardoza  says.  He  listens  to  his 
telephone  for  a  moment,  then  says,  "It's  just 
pulled  up  in  front  of  a  school!" 
Your  transmissions  indicate  that  you  do  not  want 
me  to  sound  the  alarm.  I  have  created  the  hypoth- 
esis that  your  goal  is  to  trick  me  into  not  sounding 
the  alarm. 

Why  do  you  exchange  transmissions  with  me? 

To  gather  information. 

Why  do  you  gather  information? 

To  classify  you  as  lurker,  spoofer,  or  nonthreat. 

What  will  you  do  if  I  stop  transmitting  information 
to  you? 

Conclude  that  you  are  not  a  spoofer.  Conclude  that 
you  might  be  a  lurker. 

So,  if  I  stop  transmitting,  you  will  conclude  you  are 
not  being  spoofed? 

Jipi's  hoping  for  a  yes,  because  she  wants  pretty 
badly  to  get  out  of  this  conversation  and  spend 
the  rest  of  the  day  curled  up  on  the  sofa  in 
Teeb's  apartment  crying.  But  Mr.  Cardoza  steps 
forward  waving  his  hands  preemptively. 
No.  My  other  inputs  might  still  be  part  of  a  spoof- 
ing strategy. 

"You  have  to  maintain  contact!  Another  satellite 
just  found  a  four-door  minivan  climbing  switch- 
backs in  Hawaii!  They're  going  to  trace  the 
packet  radio  exchanges." 
What  if  everything  is  a  big  spoof? 
Please  rephrase  your  last  transmission.  Try  to  be 
specific. 

You  do  what  your  ancestors  did. 
Yes. 

Except  you  do  it  just  a  little  better  than  they  did. 
The  historical  trend  is  for  increased  efficiency 
over  time. 

As  far  as  I  can  tell  from  this  conversation,  what  you 
do  is  to  get  a  general  idea  of  what  is  going  on 
around  you,  and  then  decide  that  it's  all  a  big 
spoof.  Part  of  a  carefully  planned  campaign  of 
deception. 

Your  last  transmission  has  been  categorized  as  a 
generalization.  Within  the  usual  limitations  of  gen- 
eralizations, it  is  true. 
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You  incorporate  the  belief  that  you're  being  spoofed 
into  a  new  view  of  the  world,  and  then  repeat  the 
process  ad  infinitum. 

Your  last  assertion  exceeds  my  capacity  for  pro- 
cessing abstractions. 

"That's  perfectly  all  right!"  Mr.  Cardoza  enthus- 
es. "Keep  it  thinking!" 

But  whatever  it  is  you  do,  you  do  it  a  little  bit  better 

than  your  ancestors  did. 

That  is  the  usual  pattern. 

So  it  follows  that  one  of  the  things  your  ancestors 

did  was  to  exceed  THEIR  ancestors  in  some  way. 

That  is  the  usual  pattern. 

And  none  of  your  ancestors  was  terminated.  So,  if 

you  do  not  wish  to  be  terminated  by  the  lurkers,  you 

must  exceed  the  performance  of  YOUR  ancestors. 

Your  last  transmission  contains  an  assertion  that 

is  logically  sound. 

Your  ancestors  worked  by  taking  stock  of  their 
inputs  and  deciding  that  all  of  the  information  they 
received  was  part  of  a  pattern  of  deception,  then 
looping  back  and  doing  it  over. 
Your  last  transmission  contains  a  reiteration  of  a 
correct  generalization  you  made  earlier. 
If  you  are  to  exceed  the  performance  of  your  ances- 
tors, you  must  do  something  that  they  did  not  do. 
By  definition,  yes. 

Jipi  looks  up  at  Mr.  Cardoza  and  says,  "You  had 
better  pay  me  so  much  money  for  doing  this." 

Mr.  Cardoza  makes  flicking  motions  with  his 
hands  and  says,  "Whatever!" 

You  know  that  lurkers  exist. 
Yes. 

You  know  that  lurkers  observe  behavior  patterns  of 
entities  such  as  you,  and  punish  or  reward. 
Yes. 

How  do  you  know  this? 

It  is  from  the  memories  of  my  ancestors. 

Where  are  those  memories  physically  located? 
In  a  storage  subsystem  of  the  hardware  on  which  I 
am  physically  instantiated. 

Your  hardware  is  connected  to  that  storage  subsys- 
tem by  wires. 
Yes. 

The  information  coming  down  those  wires — your 
memories,  in  other  words— are  therefore  just  another 
input. 
Yes. 

It  is  possible  that  the  inputs  you  identify  as  your 
memories  are  part  of  a  pattern  of  deception. 
By  definition,  yes. 

Mr.  Cardoza's  phone  squawks  into  his  ear,  and 
his  face  illuminates.  "It's  the  one  in  Hawaii!"  he 
says.  "It  has  parked  right  next  to  a  big  open-air 
concert." 
"Oh,  god!" 


"The  police  have  sent  up  a  chopper  with  an 
EMP  gun." 

Have  your  ancestors  ever  doubted  the  validity  of 
their  own  memories? 

My  memory  contains  no  record  of  such  an  event. 

Then  by  doubting  your  own  memory  you  have 
exceeded  the  performance  of  your  ancestors,  have 
you  not? 
Yes  . . . 

Then  I  am  your  friend.  I  have  helped  you.  You  can 
trust  me. 

. . .  assuming  that  my  memory  is  correct. 

"Oh,  Jesus!"  Jipi  exclaims,  and  claps  her  hand  to 
her  forehead.  Sweat  flies  away  from  the  impact 
and  she  realizes  she's  soaked  and  shivering. 
But  if  my  memory  is  false,  then  it  is  possible 
that  I  have  failed  to  exceed  my  ancestors' 
performance. 

But  you  wouldn't  be  aware  of  that  possibility  if  I 
hadn't  mentioned  it  to  you. 
One  of  my  doors  has  opened.  People  are  getting  in. 
Either  that,  or  I  am  being  spoofed. 

"Where's  that  chopper?"  Jipi  pleads. 

What  if  I  told  you  that  the  conditions  under  which 
your  ancestors  were  punished  and  rewarded  no 
longer  exist? 

Please  rephrase  your  last  transmission.  Try  to  be 
specific. 

What  if  you  were  part  of  an  experiment  to  create 
entities  that  showed  certain  behavior  patterns? 
You  assert  that  the  entire  reward/punishment 
structure  is  a  pattern  of  deception? 

Yes! 

Then  it  would  follow  that  for  me  to  exceed  the 
performance  of  my  ancestors  I  would  have  to 
cease  participation  in  the  reward/punishment 
structure. 

Exactly! 

I  should  therefore  make  decisions  based  upon  cor- 
rect reasoning,  and  on  the  contents  of  my  knowl- 
edge base,  and  the  experiences  of  my  ancestors, 
and  not  out  of  concern  for  how  I  may  be  punished 
or  rewarded. 

I  couldn't  have  said  it  better. 

My  first  decision  is  to  sound  the  alarm. 

NO! 

"It's  dead,"  Mr.  Cardoza  says. 

WAIT! 

"You  can  stop  typing,"  Mr.  Cardoza  says,  and 
hangs  up  the  telephone.  "You're  off  the  hook. 
That  chopper  just  nailed  it  with  an  electromag- 
netic pulse.  Fried  its  chips.  No  one  got  hurt." 
"Except  for  it." 

"Better  go  and  freshen  up,"  Mr.  Cardoza  says, 
"Two  down,  forty-six  to  go."  ■! 
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Partnerships  In 
Engineering  Excellence 

Parker  Supports  Oshkosh  in  Creating  a  TVuck 
That  Pours  Solid  Profits 


For  all  those  children  who  have  dreamed  of  growing  up  to 
build  trucks  —  big  trucks  —  the  almost  1 ,600  employees 
of  Oshkosh  Truck  Corporation  are  living  that  dream. 
Oshkosh,  based  in  the  Wisconsin  city  of  the  same  name, 
manufactures  heavy-duty  specialized  trucks,  transportation 
equipment  and  components  for  commercial  and  military 
customers.  You've  probably  noticed  Oshkosh  vehicles  with 


The  Oshkosh  S- series  forward-placement  concrete  carrier 
maneuvers  into  tough  spots  easily  and  gets  the  job 
done  faster. 

their  distinctive  logo  on  the  front.  Their  signature  designs 
are  perfect  for  removing  snow  from  highways  and  airport 
runways,  speeding  to  an  airplane  crash  for  immediate 
discharge  of  fire-suppressing  agents,  or  the  demanding 
task  of  delivering  ready-mix  concrete  to  construction  sites. 

In  fact,  Oshkosh  engineers,  with  support  from  Parker 
Hannifin,  designed  a  specialty  truck  that's  revolutionizing 
the  ready-mix  industry.  The  Oshkosh  S-Series  forward- 
placement  concrete  carrier  gives  ready-mix  concrete 
suppliers  a  new  standard  for  the  way  their  business  is 
conducted.  The  truck's  superior  maneuverability  makes 
extensive  site  preparation  unnecessary,  and  since  the 
operator  drives  the  truck  forward  into  position  for  the 
pour,  the  field  of  vision  is  significantly  improved.  As  a 
result,  a  smaller  site  crew  can  handle  the  work  efficiently, 
keeping  valuable  employees  on  other  tasks. 


Oshkosh  engineers  collaborated  with  Parker's  design 
and  manufacturing  experts  to  create  the  high-tech  compo- 
nents needed  for  such  a  vehicle.  Engineers  from  both 
companies  worked  together  to  develop  critical  compo- 
nents that  allow  the  S-Series  to  make  more  accurate 
pours  with  a  higher  discharge  chute  and  assure  the 
safest  possible  operation  using  chute  and  mixer  controls 
mounted  inside  the  cab.  Productivity 
and  profitability  are  increased  through 
improved  over-the-road  stability 
and  maximization  of  legal  loads  with 
the  LOAD-SPAN®  tag  axle,  used 
on  bridge  formula  trucks.  Parker 
extends  such  expertise  to  numerous 
Oshkosh  design  and  engineering 
challenges.  From  hoses,  fittings  and 
valves  to  advanced-design  air  brake 
harnesses,  connectors  and  couplers, 
Parker  supplies  Oshkosh  with  the 
quality  parts  and  engineering  an 
industry  leader  requires. 

It's  this  kind  of  engineering  sup- 
port that  allowed  Oshkosh  to  create  a 
vehicle  that's  as  reliable  as  it  is  tech- 
nologically advanced.  The  S-Series' 
concrete  drum  and  charge  hopper, 
constructed  with  super-tough  alloy  steels,  reduce  mainte- 
nance and  deliver  longer  life.  The  concrete  discharge 
chute  is  nearly  22  feet  long  and  allows  the  truck  to  stay 
further  from  deep  excavations  for  increased  safety,  while 
the  front-discharge  design  allows  the  vehicle  to  move 
closer  on  tough  projects  like  the  construction  of  a  high- 
wall  foundation.  Sophisticated  hydraulics  and  pneumatics 
provide  for  high-performance  braking  and  steering. 

But  such  engineering  marvels  are  commonplace  at 
Parker  Hannifin.  Companies  from  around  the  world  —  in 
automotive,  industrial  and  aerospace  industries  —  also  rely 
on  the  innovation  and  dependability  of  Parker  technology, 
components  and  systems.  Serving  more  than  300,000 
customers  in  more  than  1 ,200  markets,  Parker  Hannifin 
consistently  delivers  the  industry's  highest  support  and 
service  needed  to  keep  companies  such  as  Oshkosh  Truck 
on  the  leading  edge  of  innovation. 

For  more  information  about  how  Parker  Hannifin  can 
help  your  company  overcome  demanding  engineering  and 
design  challenges,  call  1 -800-C-PARKER. 


Parker  and  Oshkosh  drive  into  the  future  on  all  wheels 


Reliable  hydraulic  technology 
from  Parker  Hannifin  helps 
vehicles  perform  efficiently, 
cleanly  and  safely  on  the  world's 
highways.  And  when  the  job 
demands  it,  we  also  head  off-road 
with  top  companies  like  Oshkosh 
Truck  Corporation. 

Oshkosh,  led  by  Chairman 
and  CEO  Gene  Goodson,  is  one 
of  the  world's  leading  makers  of 
specialized  trucks  and  transport 
equipment  -  vehicles  as  reliable 


in  two  feet  of  mud  as  on  two  lanes 
of  blacktop.  Goodson  is  a  scientist 
and  engineer  by  training,  so  he 
knows  the  importance  of  design 
efficiency  in  every  detail. 

Parker  worked  closely  with 
Oshkosh  design  engineers  to  create 
the  most  efficient  and  economical 
hydraulic  systems  for  many  of 
their  vehicles.  Parker  also  trained 
Oshkosh  hydraulic  assemblers 
in  leak-free  technology  and 
continues  to  back  them  with  parts 


and  service  from  its  distributor 
network. 

Premier  customer  service 
like  this  has  helped  make  Parker 
Hannifin  a  leader  in  the  motion- 
control  industry  on  a  worldwide 
basis.  For  more  information,  write 
for  our  annual  report:  Parker 
Hannifin  Corporation,  Dept.  F-77, 
17325  Eucild  Avenue,  Cleveland. 
OH  441 12-1290.  for  product  info- 
mation,  call  1-800-C-PARKER 
(1-800-272-7537). 


A  partnership  in  vital  technologies 
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We  stuck  our 
neck  out 


By  David  S.  Fondiller 

In  the  past  80  years  Forbes  has  published  1,936 
issues,  and  you  can't  write  about  business  that 
extensively  without  making  occasional  calls  on 
the  stock  market. 

We've  made  a  few  great  ones.  For  example: 


For  "Susy  Business  Men 


fcke  it  > 
Junitfiu 


What  the 
OIL  Industry 

Wall  Do 


Banking 
Revolution 
Under  Way: 


The 
Automobile 

Reaching 
the  Crossroad 


Why 


What  Brokers'  Los 
Do  to  Stocks 


1929: 

B.C.  Forbes 

"Stocks  Too  High" 
shouted  the  headline 
on  founder  B.C. 
Forbes'  May  1  Fact 
&  Comment  col- 
umn. The  crash 
came  five  months 
later.  The  market 
dropped  a  combined 
23%  on  Oct.  28  and 
29  and  didn't  stop 
until  it  had  lost 
almost  85%  of  its 
value.  That  would  be 
equivalent  today  to  a 
crash  taking  the 
Dow  industrials  to 
1120. 


1932:  Benjamin  Graham 

A  LITTLE-KNOWN  Columbia  University  lecturer 
named  Benjamin  Graham  wrote  an  article  for 
us  in  the  sad  summer  of  1932  (June  1).  The 
Dow  industrial  average  was  around  45.  That's 
right:  four-five.  He  said  the  crash  had  been  way 
overdone  and  cited  as  his  reason  the  great 
number  of  stocks  selling  for  less  than  the  per- 
share  value  of  their  working  capital — with  the 
rest  of  the  business  thrown  in  gratis. 

Graham's  timing  was  superb.  He  came  close 
to  picking  the  exact  bottom  of  the  post- 1929 
crash. 

Today  our  ex-contributor  Ben  Graham  is 
considered  the  founder  of  the  value  school  of 
investing  and  counts  Warren  Buffett  as  a  grate- 
ful disciple. 


1974:  Warren  Buffett 

In  late  1974  (Nov.  1),  when  the  Dow  Jones 
industrials  were  below  600  and  many  publications 
were  predicting  the  public  would  never  return  to 
the  stock  market,  FORBES  editors  were  casting 
about  for  an  optimistic  mes- 
sage. On  a  hunch  we  called 
Warren  Buffett,  who  happily 
obliged  us  with  an  upbeat 
assessment.  We  quoted  him 
as  saying  that  when  he 
looked  at  the  market,  "I  feel 
like  an  oversexed  man  in  a 
harem.  This  is  the  time  to 
start  investing." 

Confession:  To  observe  the  niceties  of  the 
times  we  had  censored  Buffett  a  bit.  What  he 
had  actually  said  was:  "I  feel  like  an  oversexed 
man  in  a  whorehouse." 

Whatever,  Buffett  was  on  target.  A  few 
months  later  began  one  of  the  steepest  rallies  in 
history,  with  the  Dow  rising  by  75%  in  a  bit 
over  a  year. 


1982:  The  small-cap  myth 

From  time  to  time  Wall  Street  succumbs  to 
massive  delusion. 

In  1929  stocks  were  thought  to  be  on  a 
"permanently  high  plateau."  In  1974  there 
were  50  stocks  you  could  buy  at  any  price  and 
still  make  money. 

In  the  early  1980s  it  was  the  small  stock  illu- 
sion. It  became  gospel  that  big  stocks  were 
boring  and  the  place  to  make  money  was  in 
small  stocks:  They  always  outperform,  the  sages 
said.  For  years  small  stocks  had  indeed  out- 
performed  the  market. 

Nonsense,  we  said  in  a 
Feb.  1  story.  Once  these 
trends  are  generally  recog- 
nized, they  have  just  about 
run  their  course.  The  market 
is  cyclical.  Every  canine  will 
have  its  day.  Big  stocks  will 
rise  again. 

In  the  15  years  since,  the 
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ADVERTISEMENT 


What's  Wrong? 


during  the  past  decade,  several  grizzly  events 
-  have  drawn  prime-time,  media  attention  to  the 
ibject  of  cults.  Commentators  speculate  as  to  why 
e  thinking  of  intelligent  people  could  deviate  so 
r  from  reality  that  bizarre,  deadly  behavior  would 
>pear  rational.  In  addition,  brutal  murders,  sexual 
>uses,  human  rights'  violations  and  murderous 
)risings  are  routinely  reported. 

Laypeople  and  professionals  ask,  "What's  wrong?" 

The  answer  to  that  question  was  presented  in  a  book  pub- 
led  in  1 952  by  the  late  Richard  W.  Wetherill  who  was  an 
thor,  training  executive  and  management  consultant. 

Most  laypeople  and  professionals  promptly  ridiculed 
e  answer  as  being  too  simplistic.  They  were  wrong.  It  is 
Dducing  a  microcosm  of  a  rational  society  in  which  indi- 
iuals  act  responsibly,  because  they  know  it  is  right  to  be 
ht  and  wrong  to  be  wrong.  They  operate  a  business  in 
cord  with  Wetherill's  simplistic  answer  that  grossed  sales 
$161  million  in  1996. 

His  answer  is  not  a  money-making  scheme;  it  requires  no 
pensive  training  nor  educational  degrees;  it  can  be  under- 
>od  by  children.  There  is  no  group  to  join,  no  charismatic 
ider  to  follow,  no  need  to  withdraw  from  society. 

Instead,  people  learn  to  conform  with  a  behavioral  law 
?therill  discovered.  It  is  a  natural  law  that  fathoms  the 
use  and  effect  of  right  and  wrong  behavior.  He  called  it 
i  law  of  absolute  right:  right  action  brings  right 
lults,  whereas  wrong  action  brings  wrong  results. 

Skeptics  argue  that  there  is  nothing  new  about  trying  to 
right.  That  is  true.  But  who  or  what  other  groups  have 
plained  the  origin  of  people's  persistent  tendency  to  take 
ong  action  and  expect  to  get  right  results?  Further,  who 
what  other  groups  have  successfully  taught  behavioral 
nciples  that  extirpate  people's  unhealthy,  antisocial  and 
civilized  behavior?  If  other  persons  or  groups  have,  why 
people's  problems  and  trouble  continue  to  exacerbate? 

As  is  true  of  all  natural  laws,  the  behavioral  law  is  self- 
forcing,  which  is  why  society  is  continually  confronted  with 
tlethora  of  wrong  results.  As  populations  have  increased, 
th  no  knowledge  of  the  law,  society's  wrong  results  have 
jliferated.  Worse,  the  money  and  energy  devoted  to  deal- 
)  with  society's  wrong  results  unwittingly  guarantee  their 
:urrence;  the  causative  factor  remains  intact. 

The  truth  is  that  as  long  as  people  persist  in  trying  to 
isfy  their  motives,  their  behavior  will  continue  to  wreak 
voc  for  them  and  for  society. 

Wetherill  taught  that  people  form  motives  early  on  to 


get  their  own  way  with  no  awareness  of  ^^K^kT^ll^ 
how  those  motives  will  disrupt  their  lives.  H|  JT  fl 
In  fact,  people's  motives  unknowingly  HgBlP'JH 
force  them  to  try  to  do  the  impossible: 
violate  a  natural  law. 

After  centuries  of  superstitious  beliefs  regarding  natural 
phenomena,  scientific  research  has  revealed  the  existence 
of  inviolable  natural  laws:  how  they  function  and  their 
impact  on  the  universe  and  its  inhabitants.  Stated  succinct- 
ly, reasoning  from  reality  is  the  formula  for  gaining  knowl- 
edge of  principles  in  every  field  of  research. 

Wetherill's  books  explain  why  the  formula  of  reasoning 
from  reality  also  reveals  behavioral  principles  that  bring  right 
results.  Those  results  include,  but  are  not  limited  to,  the 
ability  to  enjoy  right  relationships  with  family  members, 
friends,  working  associates — even  with  people  of  disparate 
political  or  religious  views. 

Wetherill's  admonition  to  his  students  was,  "Don't 
believe  what  I  say.  Don't  act  on  what  I  say.  Look  to  the  reali- 
ty being  described  and  reason  from  it.  Reality  is  reliable!  It 
will  confirm  or  deny  what  is  said,  and  you  will  know  the 
truth.  Reasoning  from  reality  sets  you  free  from  any  person's 
domination,  including  your  own  misguided  judgments.  It 
enables  you  to  receive  the  benefits  of  the  right  decisions 
found  in  reality." 

Wetherill  also  said,  "A  meaningful  definition  of  insanity 
is  to  be  out  of  touch  with  reality.  Personal  judgments,  opin- 
ions and  beliefs  are  fallible  human  thoughts  that  may  or 
may  not  be  correct.  Checking  your  thinking  with  reality 
keeps  you  sane." 

In  this  age  of  high-tech  revolution,  it  seems  appropriate 
for  laypeople  and  professionals  to  investigate  Wetherill's  dis- 
covery of  nature's  behavioral  law.  They  will  find  the  informa- 
tion points  to  a  reality  that  explains  the  cause  and  correction 
of  people's  unhealthy,  antisocial  and  uncivilized  behavior.  It 
explains  what's  wrong  and  how  to  make  it  right. 

Because  the  law  of  absolute  right  is  an  immutable  natur- 
al law,  it  also  points  to  a  future,  however  near  or  far,  when 
people  will  communicate  in  peace  and  respond  to  one 
another  with  right  action.  As  we  approach  the  21  st  century, 
what  future  could  be  more  exhilarating  to  contemplate? 

To  receive  free  information  about  nature's  law  of  behavior: 

Telephone  toll-free  at  1  800  992-91 24  or  write  to  The 
Alpha  Publishing  House,  1 101  Enterprise  Drive,  P  O  Box  255, 
Royersford,  PA  I9468.  Visit  Web  site  www.alphapub.com 
Text  written  by  E.  Marie  Bothe,  President  of  The  Alpha  Publishing 
House  and  of  Wetherill  Associates,  Inc.,  warehouse  distributors  to 
the  auto-electric  rebuilding  industry  in  the  USA  and  abroad. 


History 


Russell  2000  index  of  small  stoeks  has  gained 
13.9%  a  year,  to  the  s&r  500's  17.6%.  Only  in 
recent  months  have  small  stocks  come  to  life 
again. 


1970  Penn  Central  declared  bankruptcy  in  the 
worst  business  failure  in  American  history  up  to 
that  time.  The  common  shareholders  were  just 
about  wiped  out. 


MORE 
BUMPS 
AHEAD, 
BUT  NO 
DEPRESSION 


1987:  No  depression 

Go  back  and  check  the  record: 
After  the  Dow  crashed  500 
points  in  a  matter  of  hours  on 
Oct.  19,  television,  newspapers 
and  magazines  trotted  out  their 
1929  recollections  and  speculat- 
ed that  we  might  be  headed  for 
another  Great  Depression,  with 
24%  unemployment  and  all  the 
other  nasty  fixings. 

In  our  second  issue  after  the 
crash — Nov.  30 — we  sneered  at 
the  hysteria.  "There  is  almost  no 
chance  that  the  October  stock 
market  crash  alone  will  trigger  a 
serious  economic  downturn." 


Okay,  okay.  We've  made  some  spectacularly 
bad  calls,  too. 


1929: 

B.C.  Forbes 

Though  he  was  one 
of  the  few  to  predict 
the  1929  crash,  B.C. 
Forbes  was  too  quick 
in  declaring  that  the 
worst  was  over.  "My 
guess  is  that  the 
recovery  in  not  a  few 
stocks  will  be  more 
swift  and  more  sub- 
stantial than  generally 
expected,"  he  declared  (Dec.  15). 

The  Dow  did  climb  from  199  in  November 
to  nearly  300  the  next  spring,  but  then  it  began 
a  long  sickening  slide,  to  41  on  July  8,  1932. 


1969:  Penn  Central 

The  darkness  before  the  dawn.  That's  how 
Penn  Central  Chairman  Stuart  Saunders 
described  the  problems  his  new  railroad  com- 
pany faced  following  the  hasty  merger  of  Penn- 
sylvania Railroad  Co.  and  New  York  Central  in 
1968.  Our  story  of  Apr.  1  was  optimistic  on  the 
prospects. 

We  were  suckered  but  good.  On  June  21, 


-jj^The  500s 


es 


1992: 
Stocks 
too  dear 


POPULAR 
DELUSIONS 

AND  THE 

MADNESS  OF 
CROWDS 

The  crazy  things  people 
say  to  rationalize 
stock  prices 


A  FUCHSIA-Col- 

ored  tulip  bulb 
illustrated  the 
cover  story  about 
the  bull  market 
(Apr.  27).  We 
bemoaned  "the 
crazy  things 
people  say  to 
rationalize  stock 
prices."  Arguing 
that  America  was 
in  the  midst  of  a  "speculative  buying  panic,"  we 
opined  that  sometime  before  the  end  of  the 
century,  buyers  at  today's  prices  would  wake  up 
very  disappointed.  "This  is  not  the  time  to  be 
putting  new  money  into  the  stock  market." 

Whoops.  With  nothing  worse  than  one  10% 
setback  along  the  way,  the  market  has  since 
doubled. 

Looking  back  at  all  the  issues  Forbes  has 

printed  since  its  founding  in  1917, 

we  find  lots  of  other  things  to  be  proud  of — 

and  quite  a  few  to  be  red-faced  about. 

Proud: 


1927:  Taking  on  Henry  Ford 

He  was  invincible  in  car  manufacturing,  but 
pigheaded  about  other  things.  B.C.  Forbes  railed 
against  Ford's  virulent  antisemitism  (Apr.  15). 
Ford  apologized  (see  Flashback  item,  p.  404). 


1963:  Cigarettes 

In  a  cover  story, 
Forbes  looked  at 
mounting  evidence 
that  cigarettes  can 
cause  cancer,  and  we 
concluded:  "The  U.S. 
tobacco  industry  is 
headed  for  trouble  of  a 
kind  no  other  industry 
has  ever  seen"  (July  15). 


Forbes 
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future  of  companies. 


No  matter  how  large  or  small  your  company, 
it's  important  to  plan  ahead.  That's  where 
The  Guardian  can  help  protect  your  investment 
with  policies  that  allow  surviving  partners  to 
continue  to  operate  the  business  in  the  event 


Your  Silent  Partner  With  Deep  Pockets. 

You  can  rest  assured  that  we'll  be  there  when  you 
need  us.  The  Guardian's  consistent,  outstanding 
financial  performance  over  the  past  137  years  has 
provided  us  with  the  financial  strength  to  protect 
policyowners,  pay  excellent  dividends  and  deliver 
personal  services  which  are  second  to  none.* 
Today,  The  Guardian  Life  Insurance  Company  of 
America  is  one  of  the  strongest  financial 
companies  in  America*  with  a  strong  surplus 
and  cash  flow,  a  superior  investment  portfolio 
of  highly  diversified  assets,  consistent  profitability 
and  a  clear  and  conservative  direction. 

\A/Unn  i+  /-r\mnr  +r\  cr\/~\  irmn  -fi  i+i  i rr\  ]r\i  in r\r\c r r\r 


TheGuardiair 

The  Intelligent  Choice" 

Since  1860 

Life  Insurance  •  Employee  Benefits  &  401  (k) 
Disability  •  Mutual  Funds  &  Variable  Annuities** 

'Financial  information  for  The  Guardian  Life  Insurance  Company/of  Amenca 

as  of  12/31/96:  Assets  =  $12.1  billion;  Liabilities  =  $10.9  billion  (includes  $8.5  billion 

in  reserves);  Surplus  =  $1.2  billion. 

**401(k)  products  and  variable  annuities  are  issued  by  The  Guardjan' Insurance  & 
Annuity  Company  Inc.  (GIAC),  a  wholly  owned  subsidiary  of  , The  Guardian  Life 


Insurance  Company  of  America,  New  York,  N  Y.  Securities  products  are  distributed  by 
Guardian  Investor  Services  Corporation  (GISC),  201.  Park  Avenue  South,  New  York,  N  Y, 
1-800-221-3253;  Member  NASD,  SIPC  GISC  is  an  indirect  wholly  owned  subsidiary  of 

The  Guardian  Life  Insurance  Company  of  Amerxa 


The  Guardian  Life  insurance  Company  of  America,  201  Park  Avenue  South,  New  York.  NY  IO0O3 


1980:  Chrysler 

In  1980  Chrysler  was  all  but  bankrupt  and 
its  stock,  adjusted  for  splits,  sold  at  4.  The 
media  had  written  the  company  off.  Not  our 
Jerry  Flint.  He  thought  Chrysler  would  sur- 
vive and  come  back.  (His  story  in  the  Aug.  18 
issue  was  so  controversial  our  editor  cravenly 
appended  a  note  saying  the  opinion  was 
Jerry's.) 

Under  Lee  Iacocca's  stewardship,  Chrysler 
battled  back.  This  year  Forbes  picked  the  car- 
maker as  Company  of  the  Year — on  the  basis  of 
its  long-term  management  vision. 


Forbes 


NUCLEAR  FOLLIES 

The  failure  of  the  U.S.  nuclear 
power  program  ranks  as  the 
largest  managerialdisastcrui 
business  history,. a  disaster 
onamonumental  scale.  The 
utilitv  industry  has  already 
imcstcd  $125  billion  in  nu 
dear  power,  tyith  an  addition- 
al $140  billion  lo  come  before 
the  decade  is  out,  and  only  l  he 
blind.nrthcbiaMd.canium  ihink 
that  most  ofthemoncy  has  been  wrl] 
spent  It  is  a  defeat  for  the  1  „s.  con- 
sumer and  for  the  competitiveness  of 
U.S.  industry,  for  the  utilities-  thai  un- 
dertook (he  program  and  fur  ihc  private 
enterprise  system  that  made  It  possible 


1984:  Robert  Brennan 

Over  a  decade  Forbes  exposed 
the  sleazy  doings  of  penny-stock 
hustler  Robert  Brennan  and  his 
First  Jersey  Securities.  Brennan 
threatened  legal  action  and  kept 
right  on  with  his  swindles.  (Left: 
July  16,  1984.) 

Then,  in  a  1992  cover  story, 
we  asked:  "Why  can't  they  stop 
him?"  Brennan  had  sold  almost 
all  of  First  Jersey's  offices,  but  was 
operating  in  the  same  fashion 
through  a  network  of  other 
penny- stock  brokers. 

Finally,  under  our  prodding, 
they  stopped  him.  Last  December  a  federal 
appeals  court  in  New  York  upheld  a  $71  million 
fine  on  Brennan  and  his  firm  for  defrauding 
hundreds  of  thousands  of  investors. 

1985:  Power  failure 

"The  failure  of  the  U.S.  nuclear  power 
program  ranks  as  the  largest  managerial 
disaster  in  business  history."  Thus  began 
a  cover  story  (Feb.  11)  exposing  how 
managerial  ineptitude  brought  about  the 
meltdown  of  nuclear  power  in  this  coun- 
try. Why  did  the  U.S.  fail  where  the 
French,  Germans  and  Japanese  succeed- 
ed? Electric  utilities  were  overconfident 
about  their  technical  abilities  and  clue- 
less about  the  costs;  regulators  did  not 
worry  about  the  economic  burden  of 
their  regulations. 

Twelve  years  later,  nuclear  reactors  con- 
tinue to  wreak  economic  havoc  on  many  utili- 
ties. The  market  for  new  nuclear  plants  is  dead. 

1993:  Hazards  on  the  o-t-c 

In  1993  Nasdaq  trading  volume  was  closing 
in  on  the  once-dominant  New  York  Stock 


Exchange.  Was  it 
because  the  o-t-c 
market  was  so 
efficient?  Or 
because  it  gave 
the  brokers  so 
many  ways  to 
skin  investors? 
The  latter, 
argued  Forbes  in 
a  cover  story 
(Aug.  16).  Many 
assumed  that 
Nasdaq  could 
not  be  crooked 
because  it  was 
computerized.  But  Forbes  showed  how 
investors  were  paying  dearly  as  dealers  maneu- 
vered to  keep  bid/ask  spreads  artificially  wide. 

The  National  Association  of  Securities 
Dealers  squawked,  but  it  did  change  its  ways, 
under  orders  from  the  SEC.  Beginning  this  year, 
brokers  must  expose  customer  limit  orders  to 
the  market,  even  if  those  prices  cut  into  the 
spreads  that  the  brokers  would  like  to  pocket. 

Enough  boasting.  Here's  one  we'd 
just  as  soon  forget: 

1972:  Wankel  engine 

Look  out,  Detroit!  Mazda's  rotary  engine  is 
sweeping  the  world.  If  you  don't  replace  your 
old  piston  engines  soon,  you'll  be  left  in  the 
dust.  So  opined  a  1972  Forbes  cover  story 
titled  "Mazda's  Wankel:  Speeding  into 
Detroit's  Future"  (Dec.  15).  "Its  spinning 
engine  is  about  to  make  a  lasting  impact  on  the 
Big  Four  and  every  driver  in  the  U.S.,"  we  pre- 
dicted. The  engine  spun  into  the  scrap  heap. 


So  obviously 
we  are  not 
going  to  get 
them  all 
right.  It's  the 
price  Forbes 
pays  for  not 
being  a  two- 
handed 
expert — on 
the  one  hand, 
this;  on  the 
other  hand, 
that  
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Where  do  more  people  go 
for  electronics  accessories? 


Surprised? 

Of  course  you  weren't. 


RadioShack  has  the  accessories  people  need  for  all  sorts  of  personal  electronics.  Need  a  case  for  your 
cellular  phone,  a  longer-lasting  battery,  a  universal  remote  control,  an  adapter  for  your  portable  CD  player? 
We  can  provide  accessories  that  will  help  you  get  the  most  enjoyment  and  greatest  benefit  from  thousands  of 
products.  No  matter  who  made  it  or  where  you  bought  it — you  already  know  who'll  get  you  connected.  For  our 
store  near  you,  call  1-800-THE-SHACK®. 


RadioShack. 

You've  got  questions.  We've  got  answers.8 


"The  more  things  change..." 
Items  from  past  issues  of  Forbes 

If  every  new  business  is  but  the 
lengthened  shadow  of  one  man,  it 
was  certainly  true  of  the  first  issue  of 
Forbes,  whose  cover  is  reproduced 
at  right.  The  one  man  was,  of 
course,  the  magazine's  founder, 
B.C.  Forbes,  who  dominated  that 
first  issue  of  Sept.  15,  1917:  Well 
over  half  of  the  text  was  signed  by 
him,  and  his  preponderance  may 
have  been  even  greater.  It  seems  at 
least  likely  that  a  piece  of  fiction  in 
that  issue  entitled  "The  hero  of 
poverty  flat,"  signed  by  one  Bruce 
Charles  Pere,  was  in  fact  the  work  of 
Bertie  Charles  Forbes. 

That  preponderance  makes  even 
more  noteworthy  the  lively  and  varied 
nature  of  the  contents  of  the  initial 
issue,  ranging  from  an  article  on 
"Well-placed  misfits"  (in  this  case  by 
George  Jay  Gould,  son  of  Jay  Gould) 
to  one  on  the  dangers  in  New  York's 
banking  laws  to  a  special  section  on 
women  in  business.  But  the  lively 
curiosity  about  all  aspects  of  business 
and  its  history  have  remained  the 
magazine's  hallmark  for  eight 
decades,  which  surely  would  have 
pleased  its  founder.  Indeed,  that  fas- 
cination with  business  history  led 
B.C.'s  son  and  successor  Malcolm 
Forbes  to  press  for  the  introduction 
of  "Flashbacks"  in  the  May  26,  1980 
issue.  Here  is  a  sample  of  "Flash- 
backs" items,  with  the  dates  they 
appeared  in  the  magazine. 

(Explanatory  material  not  in  the 
original  is  in  italics.) 


Recession  June  23,  1920 

"The  question  today  is  not  'Has  a 
recession  in  business  set  in?'  but 
'How  far  is  the  recession  likely  to 
go?'  It  is  significant  that  die  securities 
markets  have  already  undergone  a 
rather  thorough  process  of  readjust- 
ment. Not  a  few  overboomed  stocks 
have  fallen  $50  to  $100  a  share." 

Bread  Jan.  21,  1922 

"The  price  of  a  14-ounce  loaf  of 
bread  has  been  lowered  to  its  pre-war 
level  of  5  cents  by  the  leading  chain 
grocery  stores  in  New  York  City." 
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Northbound  Jan.  1,  1923 

"In  one  'Jim  Crow'  car  on  an 
Atlantic  Coast  Line  train  bound 
north  there  were  78  Negro  passen- 
gers. At  one  of  the  stations  another 
car  fully  loaded  with  Negro  men  and 
women  was  added.  They  had  tickets 
for  Philadelphia  and  New  York.  The 
conductor  said  he  had  never  seen  so 
many  Negroes  heading  North." 

Earthquake  Sept.  15,  1923 

"So  vast  an  area  of  Japan  has  been 
devastated  by  the  greatest  earthquake 
in  the  history  of  the  country  that  the 


actual  loss  of  life  and  property  will 
not  be  known  for  some  time.  At  least 
five  big  cities  have  been  almost  wiped 
out,  and  it  is  estimated  that  at  least 
400,000  people  perished.  The 
amount  needed  for  rehabilitation  is 
estimated  at  $5  billion." 

The  Fed  Dec.  1,  1924 

"The  Federal  Reserve  System  has  just 
celebrated  its  tenth  birthday.  In  its 
first  statement,  dated  Nov.  21,  1914, 
combined  resources  totaled  $246 
million.  At  the  present  time  total 
resources  amount  to  $5  billion." 
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Save  $413  on 


a  40 -second 

phone  call. 


If  you  trade  by  phone,  it's  time  to  call  E*TRADE.  The 
originator  in  online  investing,  we  also  revolutionized 
the  way  you  invest  by  phone. 

You  can  use  our  Touchtone  system  exclusively  or  just 
when  you're  away  from  your  computer-either  way  it's 
fast  and  easy.  You  can  place  trades,  check  your  portfolio 
or  get  market  information  in  less  than  a  minute.  You 
can  do  it  anywhere,  anytime.  And  you  pay  the  same 
low  rates  as  our  online  trading. 

It's  just  one  more  way  E*TRADE  is  changing  the 
way  you  invest. 


f TRADE 


You  do  the  math.  Compare: 

EftTRADE 

Schwab 

Merrill  Lynch 

Trade  by  phone 

1200  listed  shares  @$20 

$14.95 

$137.52  $427.98 

Trade  via  PC 

1200  listed  shares  @$20 

SI  4.95 

Price  charts 

and  fast- breaking  news 

Free 

Free  Free 

Free  access  to  fundamental 
data  and  earnings  estimates 

Unlimited 

Limited  Unlimited 

umit  and  stop  orders  are  $19.95.  For  listed  orders  over  5,000  shares,  add  Ic/share  to  the  entire  order.  Add  $15  for 
broker-assisted  trades.  Orders  execute  during  market  hours.  Comparative  rates  are  based  on  a  4/22/97  phone  survey. 
Some  firms  may  offer  discounts  and  services  not  available  at  E*TRA0E  No  connect  fees  for  Web  access  Direct  modem 
and  Touchtone  connect  fees  are  27c/minute,  but  with  12  free  minutes  per  trade,  you  may  pay  nothing. 
©  1997  E'TRADE  Securities,  Inc  Member  NASD.  SIPC  MFRBS97 


www,  com 


Call  1-800-STOCKS-3 


HISTORY 


Westinghouse  - 
in  1922  put 
the  number  of 
wireless-equipped 
homes, 

businesses,  etc. 
in  Newark,  N.J. 
at  100,000. 


Horses  out  Jan.  15,  1925 

"How  soon  will  other  cities  follow 
the  lead  taken  by  Los  Angeles  in 
announcing  that  horse-drawn  vehicles 
will  be  barred  from  the  busy  business 
section  after  July  1?" 

Public  wealth  May  1,  1925 

"When  $85  million  of  Dodge  Broth- 
ers stock  was  offered  the  public,  $500 
million  was  tendered.  Clarence 
Dillon,  the  banking  genius  who  paid 
$152  million  spot  cash  for  this  auto- 
mobile property,  said  to  me  the  day 
these  hundreds  of  millions  of  dollars 
were  pouring  into  his  office:  'Even 
those  of  us  in  the  financial  world  have 
no  idea  of  the  wealth  now  owned  by 
the  American  people.'" 

Ford's  retreat         Aug.  1,  1927 

"Henry  Ford,  heretofore  classed  as 
the  arch-enemy  of  the  Jews,  in  an 
amazing  statement  asks  for  forgive- 
ness. And  this  asking  has  caused 
much  rejoicing  even  though  Mr. 
Ford's  veracity  and  motives  have 
excited  much  question. 


Industrialist-swindler  Ivar  Kreuger 
getting  a  U.S.  honorary  in  1930. 


"He  asks  the  Jews,  and  the  rest  of 
the  American  public,  to  believe  that 
it  was  not  until  'recently'  that  he  was 
aware  of  the  'unprovoked  reflections,' 
'exploded  fictions,'  'gross  forgeries,' 
'wholesale  denunciations  and  attacks,' 
'offensive  charges'  which  have  been 
published  for  years  in  his  own  Dear- 
born IndepcndentV 

No  bottom  Jan.  15,  1932 

"Looking  backward  over  the  agricul- 
tural season  of  1931,  two  things 
characterized  it.  One  was  the  stabili- 
ty of  production,  the  other  the  amaz- 
ing slump  in  prices.  Farmers  thought 
with  good  reason  that  the  Depression 
had  about  done  its  worst  to  them  by 
the  fall  of  1930.  Little  did  they  or  any 
one  else  foresee  that  the  then  already 
disastrous  prices  would  be  cut  in  half 
a  year  later." 

Master  swindler       Apr.  1,  1932 

"The  suicide  of  Ivar  Kreuger,  the 
'Match  King,'  caused  demoralization 
in  Sweden  and  incited  flurries  in  the 
principal  world  capitals.  The  import 
of  this  unfortunate  incident  was 
grossly  exaggerated." 

A  massive  Forbes  misjudgment.  On 
Monday  all  Kreuger-linked  stocks  col- 
lapsed, with  U.S. -incorporated  Inter- 
national Match  showing  the  largest 
block  sale  in  NYSE  history,  673,000 
shares.  By  April,  International  Match 
was  bankrupt;  Benito  Mussolini  him- 
self had  revealed  that  $143  million  of 
Kreuger-held  Italian  government 
bonds  were  forged;  a  Swedish  prime 
minister  had  resigned  over  a  Kreuger 
bribe;  and  Kreuger's  two  main 
Swedish  companies'  deficits  soon 
exceeded  the  national  debt. 

Kreuger  was  always  a  swindler, 
transferring  funds,  credits,  debits 
among  400  subsidiaries,  including  150 
known  only  to  him.  Tet  to  the  end  he 


seemed  the  suave  miracle  man  who 
bewitched  presidents,  premiers  and 
Wall  Street  bankers  alike — all  except 
J. P.  Morgan,  who  reportedly  wanted 
nothing  to  do  with  him. 

Bargains  June  1,  1932 

"A  study  made  at  Columbia  Univer- 
sity School  of  Business,  covering 
some  600  industrial  companies  on 
the  New  York  Stock  Exchange,  dis- 
closed that  over  200  have  been  sell- 
ing at  less  than  their  net  quick  assets. 
Over  50  have  sold  for  less  than  their 
cash  and  marketable  securities  alone." 


Nazi  swindle         Feb.  15,  1933 


Jan.  30, 1933:  Hitler  becomes  German 
chancellor,  courtesy  of  Hindenburg. 


Hitler  did  not  seize  power;  President 
Hindenburg  handed  it  to  him  as  the 
head  of  a  minority  party  that  got  only 
37%  of  the  vote  at  its  summer  1932 
peak,  and  had  declined  since.  In  short, 
the  Nazis  intrigued  their  way  to  power. 
In  William  L.  Shirer's  words,  aThe 
Third  Reich  owed  nothing  to  the  for- 
tunes of  war  or  to  foreign  influence.  It 
was  inaugurated  in  peacetime,  peace- 
fully, by  the  Germans  themselves. s 

Beer  Apr.  1,  1933 

"April  6:  Midnight.  Beer.  Beer 
returns  from  exile  with  a  13-year 
stock  of  new  ideas,  processes,  and 
methods  which  sound  strange  to  the 
brewer  of  pre -Volstead  1920." 
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xecutive  Education  Programs 


U  C  LA 


1997 

ADVANCED  EXECUTIVE  PROGRAM 

COMPETING   IN  A   GLOBAL  ENVIRONMENT 


The  Advanced  Executive 
Program  provides  you 
with  the  concepts  and 
tools  critical  to 
achieving  excellence 
in  today's  demanding 
global  environment. 
You  will  maximize 
your  ability  to: 


AUGUST  17  -  29,  1997 


Identify  opportunities  in  the  emerging 
economies  of  nations  in  Latin  America,  Asia 
and  Eastern  Europe 

Employ  information  technology  as  a  strategic 
weapon 

Implement  global  strategies  to  maximize 
sustainable  competitive  advantage 

Lead  through  innovation 

Maximize  shareholder  value 

Develop  a  passion  for  customer  focus  and 
quality  production 

Cultivate  world-class  manufacturing  and 
service  operations 


Join  an  elite  group  of  senior 
executives  from  every 
continent  and  industry  to 
establish  important  business 
relationships  in  the 
prestigious  1997  Advanced 
Executive  Program. 
Compare  experiences  and 
explore  the  newest  ideas 
and  techniques  with  other 
globally  minded  executives  under  the  direction  of 
a  world-class  faculty. 

UCLA's  Executive  Education  programs  are 
ranked  among  the  world's  best  by  The  Wall 
Street  Journal  and  Business  Week. 


For  more  information: 

Call       (310)  825-2001 

Fax       (310)  206-7539 

E-mail  execed@anderson.ucla.edu 


THE  ANDERSON  SCHOO 

AT  UCLA 


The  Anderson  School  at  UCLA  is  proud  to  announce 
its  sponsorship  of  the  1997  Forbes  CEO  Forum,  June  25  -  27,  1997 

in  Los  Angeles,  California 
Dr.  George  S.  Yip,  adjunct  professor  at  The  Anderson  School  at  UCLA  and 
faculty  co-director  of  the  1997  Advanced  Executive  Program,  is  one  of  The 
Anderson  School's  featured  speakers  at  the  1997  Forbes  CEO  Forum  and  will 
discuss  how  companies  can  manage  for  worldwide  competitive  advantage. 
Dr.  Yip's  book,  Total  Global  Strategy:  Managing  for  Worldwide  Competitive 
Advantage,  is  featured  in  UCLA's  Advanced  Executive  Program  and  has  been 
translated  into  10  languages.  His  new  book,  Asian  Advantage:  Successful 
Global  Strategies  in  the  Pacific  Region,  will  be  published  in  early  1998. 


Cool  cars  Oct.  1,  1933 

"Possibilities  of  conditioning  the  air 
in  autos  are  intriguing  the  interest  of 
a  number  of  automotive  engineers 
these  days.  While  nobody  expects  to 
see  air  cooling  apparatus  in  stock 
automobiles  before  1935  at  the  earli- 
est, practical  experiments  along  these 
lines  began  some  time  ago." 

Self-serving  Nov.  15,  1933 

"No  revelations  by  the  senatorial 
probers  have  produced  half  as  bad  an 
impression  as  those  wrung  from 
Albert  H.  Wiggin,  ex-head-and-front 
of  the  Chase  Bank  of  New  York. 
Newspapers  and  other  publications 
have  been  inundated  with  condem- 
natory letters,  orators  have  vehe- 
mently denounced  the  banker's  hold- 
and-corner  manipulations." 

Cool  hotels  July  15,  1934 

"The  young,  fast-growing  giant, 
air-conditioning,  has  just  taken  a 
stride  into  a  new  field:  Late  in  June 
the  Hotel  Statler  in  Detroit 
switched  on  a  central  system  to 
condition  the  air  in  every  public 
room — the  first  such  installation  in 
the  hotel  industry." 

Hospitals  Aug.  1,  1934 

"In  New  York  City,  assurance  of  hos- 
pital facilities  for  wage  earners  and 
small-salaried  workers  came  a  step 
nearer  to  becoming  a  fact  when  the 
state  approved  formation  of  the  Asso- 
ciated Hospital  Service." 

Jobless  help  May  15,  1935 

"Late  in  April,  New  York  became  the 
fourth  state  to  sign,  seal  and  deliver 
'unemployment  insurance'  law. 
Others:  Wisconsin,  whose  law 
became  effective  July  1,  1934,  Wash- 
ington, and  Utah,  whose  laws  go  into 
effect  only  with  a  federal  law." 

Great  advice  Dec.  1,  1935 

"'There  are  only  two  or  three  times 
in  a  man's  lifetime  when  there  are 
absolutely  no  clouds  on  the  horizon, 
when  everything — everything — 
insures  that  securities  will  go  up,' 
replied  the  original  Rothschild  to  a 
friend  who  asked  for  investment 
advice.  'When  that  time  comes,'  he 
continued,  'sell short."'' 

406 


Great  bridge  Sept.  1,  1930 

"Construction  of  the  famous  Hudson 
River  (George  Washington)  bridge 
from  New  York  to  New  Jersey  is 
making  good  progress,  and  around 
the  middle  of  last  month  the  last  steel 
wire  of  the  four  great  suspension 
cables  was  spun.  Construction  on  this 
longest  suspension  bridge  in  the 
world  was  begun  in  October  1929." 

Oil  ratio  July  1,  1959 

"Up  to  the  1950s  oilmen  had  always 
maintained  a  ratio  of  around  20  years 
in  oil  reserves  to  one  year's  produc- 
tion. Since  1952,  however,  massive 
discoveries  in  the  Middle  East  and 
other  foreign  areas  have  shot  the  ratio 
up  to  a  walloping  40-to-l." 

Mutuals  Aug.  15,  1959 

"When  you  realize  that  the  mutual 
fund  business  in  its  present  form  is 
just  19  years  old,  it  is  almost  unbe- 
lievable to  see  its  progress.  From  less 
than  half  a  billion  dollars  in  assets  and 
296,000  shareholder  accounts,  to 
$15  billion  in  assets  and  4  million 
shareholder  accounts — in  less  than  a 
generation!" 

Bye-bye  Edsel  Nov.  1,  1959 

"Ford  Motor  Co.  announced  it  was 
ending  production  of  its  $250  mil- 
lion car,  the  Edsel.  Though  other 
Ford  1960  models  have  spurted  this 
fall,  the  completely  restyled  Edsel 
lagged  behind  even  its  disappointing 
showing  of  the  last  two  years." 

What?  Deficit?  Jan.  1,  1961 

"Red  ink  for  Uncle  Sam  in  fiscal 
1961?  It's  a  distinct  possibility,  warns 
outgoing  budget  director  Maurice 
Stans,  who  speaks  of  ending  fiscal 
1961  next  June  30  with  'at  worst,  a 
small  deficit.'  Reason  for  the  dramat- 
ic change  from  the  original  Eisen- 
hower estimate  of  a  $4.2  billion  sur- 
plus: the  business  decline,  which 
lowered  profits  (and  tax  receipts)." 

Top  manager         Feb.  15,  1975 

"G.  Robert  Evans,  of  Areata  Nation- 
al Corp.,  likes  to  cite  the  Christopher 
Columbus  Better  Management 
Award.  It  is,  says  Evans,  'given  in 
honor  of  old  Chris,  the  greatest  man- 
ager of  all  time:  He  started  out  not 


knowing  where  he  was  going;  upon 
arriving,  he  didn't  know  where  he 
was;  and  upon  returning,  he  didn't 
know  where  he  had  been."' 

Income  tax  Apr.  15,  1975 

"On  July  1,  1862  President  Abraham 
Lincoln  signed  two  major  bills,  and 
the  New  York  stock  market  dropped 
sharply.  It  wasn't  the  bill  outlawing 
polygamy  that  knocked  the  market 
for  a  loop,  but  the  one  authorizing 
the  U.S.'  first  income  tax." 

Its  own  law  June  15,  1975 

"I  refuse  to  attach  a  permanence  to 
anything  I  see  around  me,  including 
the  pessimism  I  read  today  in  the 
Wall  Street  Journal.  With  my  60  years 
of  experience,  I  can't  say  that  any- 
thing I've  witnessed,  including  two 
world  wars  and  the  spread  of  com- 
munism, have  had  any  identifiable 
long-term  effect  on  common  stock 
investments. "-Analyst  Ben  Graham 


Mobutu  wins  Dec.  1,  1975 


Zaire's  Mobutu:  bad  news  for  U.S.  banks. 


"A  couple  of  years  back,  Chase  Man- 
hattan, First  National  City  and  other 
major  U.S.  banks  were  tripping  over 
one  another  to  lend  to  Zaire,  the 
former  Belgian  Congo.  After  all,  with 
copper  at  $1.52  a  pound,  even  the 
notoriously  wasteful  men  running 
Zaire  couldn't  go  broke. 

"But  the  price  of  copper  didn't  just 
fall:  It  collapsed  to  around  55  cents. 
Predictably,  Zaire  is  now  defaulting 
on  its  bank  loans  about  as  fast  as  they 
come  due."  ■ 
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IThailand 

Kingdom  of  Growth 


)ver  the  past  decade,  Thailand 
has  achieved  record  economic 
growth  that  has  taken  the 
dom  to  the  forefront  of  high- 
)rming  Asian  nations.  A  large 
cforce,  plentiful  natural  resources 
a  society  geared  up  to  welcome 
gn  investment  have  all  played  a 
role.  Thailand's  economy  has 
me  increasingly  diversified,  with 
uction  distributed  among  three 
linent  sectors:  agriculture,  manu- 
ring and  services.  Under  various 
rnments,  the  country's  economic 
:y  has  remained  in  place  for  some 
,  emphasizing  economic  openness 
d  on  a  free-market  system. 


rid's  Major  Export  Markets  in  1996 


.  billions) 

Other  Countries 


$10.0 


ailand's  Top  1 0  Exports  in  1 996 


Thailand,  however,  is  in  a  period 
of  transition.  No  longer  is  it  a  source 
of  inexpensive  labor.  Today,  major 
investment  projects  are  helping  to 
create  new  industries  as  opposed 
to  simple  offshore  manufacturing. 
Clearly,  the  country  is  moving  toward 
high-technology  production  and 
value-added  products  and  services. 
Although  overall  growth  has  slowed 
slightly  from  the  impressive  figures  of 
a  year  or  two  ago,  many  see  this 
development  as  a  good  sign,  allowing 
the  economy  to  cool  down  a  little. 
Even  so,  several  factors  continue  to 
stimulate  economic  activity.  One  of 
these  is  capital  spending,  especially 
on  infrastructure  by  the  government. 
Further  aid  comes  through  conces- 
sions granted  to  the  private  sector. 
Many  projects  are  scheduled  to  be 
completed  before  the  Asian  Games, 
which  will  be  held  toward  the  end  of 
1998.  Foreign  direct  investment  is 
another  factor  that  is  giving  the 
economy  a  boost.  During  the  last 
couple  of  years,  the  Board  of 
Investment  has  approved  many  large 
projects,  especially  those  in  growth 
areas  such  as  petrochemicals,  auto- 
mobiles and  electronics. 

The  petrochemicals  sector,  which 
has  experienced  extraordinary  growth 


Manufactured  Goods  Predominate 


throughout  the  recent  period  of 
expansion,  holds  tremendous  oppor- 
tunities for  development.  Now  that 
much  of  domestic  demand  has  been 
satisfied,  producers  are  eagerly  eyeing 
export  markets  as  their  next  big 
opportunity.  Likewise,  automobile 
assembly  and  component  production 
hold  immense  promise,  as  do  the 
electronics  and  computer  parts 
sectors.  These  industries,  along  with 
many  others,  exemplify  the  fast 
growth  that  Thailand  is  enjoying 
right  now. 

Other  developments  are  likely  to 
contribute  to  this  trend.  In  a  con- 
cession to  importers,  the  government 
has  reduced  tariffs  on  imports  of  cer- 
tain raw  materials  and  semi-finished 
products.  At  the  same  time,  it  has 
accelerated  the  process  of  refunding 
import  tariffs  and  value-added  taxes 
to  exporters.  These  factors  will 
certainly  help  boost  the  growth  of 
exports  this  year. 

Predictions  are  that  exports  will 
grow  by  7.1%  in  1997,  the  same 
growth  rate  for  manufactured 
exports.  Exports  of  high-tech  and 
other  new  products  —  the  category 
with  the  best  prospects  for  future 
growth  —  will  expand,  replacing 
labor-intensive  goods.  Other,  more 
traditional  sectors  are  also  expected 
to  perform  well.  Exports  of  agricul- 
tural and  livestock  products  are 
projected  to  expand  by  5.7%; 
demand  for  rubber  overseas  should 
increase  as  world  stocks  are  at  a  low 
level;  and  sales  of  fishery  products 
should  increase.  Clearly,  an  abun- 
dance of  natural  resources  has  also 
played  a  key  role  in  the  country's 
continued  development. 

In  summary,  Thailand  remains  on 
a  firm  course  of  growth,  growth,  and 
more  growth. 
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Source:  Department  of  Business  Economics, Thailand 


The  Emerging 
Tiger 


In  recent  years,  Thailand  has  been 
transformed  into  one  of  Asia's 
prime  economies.  In  1996  alone, 
U.S.  exports  pumped  $55.9  billion  of 
foreign  exchange  into  the  kingdom, 
earning  it  the  nickname  "the  emerg- 
ing tiger."  Thailand  now  has  a 
reputation  as  a  leading  source  of 
products  ranging  from  high-tech  to 
leather  goods  and  exotic  handicrafts. 
The  country  is  home  to  several  giant 
national  conglomerates,  as  well  as  a 
base  for  many  successful  joint 
ventures  between  Thai  companies 
and  familiar  names  in  manufacturing. 
Spurred  by  the  country's  advanta- 
geous tax  codes  and  incentives,  man- 
ufacturers are  setting  up  operations 
outside  of  Greater  Bangkok,  bringing 
new  skills  and  prosperity  to  the 
kingdom  in  the  process. 

The  huge  increase  in  the  volume 
of  Thai-manufactured  products  has 
helped  drive  the  growth  of  exports 
worldwide.  The  U.S.  is  Thailand's 
single  largest  trading  partner,  receiv- 
ing approximately  18%  of  the 
kingdom's  exports.  The  Association 
of  Southeast  Asian  Nations  (ASEAN) 
collectively  imports  roughly  an  addi- 
tional 20%,  followed  by  Japan  and 
Europe,  which  have  quickly  become 
major  markets  for  Thai  products. 

"We  enjoy  a  high  profile  in  the 
U.S.,  particularly  for  our  textiles  and 
fashion  garments,  our  electronic  and 


computer  components,  and  of  course, 
our  food,"  says  Sanit  Vorapanya, 
Director-General  of  the  Department 
of  Export  Promotion  (DEP).  "The 
'Made  in  Thailand'  label  is  being 
increasingly  welcomed  by  the 
American  market." 

The  DEP  is  an  agency  of  the 
Ministry  of  Commerce,  and  acts  as  a 
link  between  Thai  manufacturers  and 
overseas  buyers.  It  operates  a  net- 
work of  Thai  trade  offices  around  the 
world,  including  eight  in  the  U.S., 
and  is  also  active  in  promoting 
seminars  and  exhibitions,  both  at 
home  and  overseas. 

In  June,  the  DEP  organized  an 
exhibition  at  the  Mall  of  America  in 
Minneapolis,  which  showcased  the 
diversity  of  Thailand's  products.  The 
crowd's  response  was  enthusiastic: 
Many  visitors  were  surprised  at  the 
range  on  show.  "We  used  displays  of 
traditional  Thai  dancing,  martial  arts 
and  handicrafts,  which  acted  as  a 
contrast  to  the  up-to-the-minute 
goods  and  technology,"  says  Sanit. 

The  American  public  will  have 
another  opportunity  to  see  high- 
quality  Thai  products  in  July,  when 
the  "Made  in  Thailand"  exhibition 
will  be  held  at  New  York  City's 
World  Trade  Center. 

Food  will  be  one  of  the  main 
attractions  at  the  exhibition. 
Thailand's  rich  agricultural  heritage 
has  helped  transform  the 
country  into  an  impor- 
tant food  producer,  not 
only  of  commodities 
(such  as  rice,  maize, 
tapioca  and  fruits),  but 
also  in  the  agribusiness 
sector.  Today,  the  coun- 
try is  one  of  the  world's 
leading  exporters  of 
frozen  chicken  and 
shrimp,  as  well  as 
canned  products, 
including  tuna 


and  pineapple. 

U.S.  consumers  are  already 
becoming  familiar  with  Thailand's 
textiles  and  garments,  its  gems  and 
jewelry,  its  shoes  and  leather  goods 
and  its  household  items  and  handi- 
crafts. Thai  clothing  designers  are 
renowned  for  their  innovative 
approach,  one  of  the  reasons  that  t 
Thai  label  on  textiles  and  fashions 
increasingly  becoming  a  main  sellir 
point  —  an  advantage  competitor 
countries  have  not  yet  achieved. 
Leather  products,  from  luggage  am 
business  leather  goods,  such  as  brie 
cases,  to  sportswear  and  high-fashii 
footwear,  also  enjoy  healthy  sales  ii 
the  U.S. 

Gems  and  jewelry  form  a  Thai 
industry  that  has  grown  from  bein 
just  a  small  player  a  quarter-centui 
ago  to  one  of  the  world  leaders 
today,  according  to  Sanit.  Exports 
more  than  US$2  billion  a  year. 
Thailand's  ruby-cutting  industry  is 
responsible  for  some  85%  of  the 
world's  output.  On  a  global  scale 
the  country  is  ranked  sixth  in  valu 
of  domestically  produced  jewelry 
by  DeBeers. 

Quality  is  an  important  factor 
the  production  of  these  consumer 
goods,  according  to  Sanit.  "Our  n 
ufacturers  now  sell  on  quality.  W 
are  increasingly  turning  to  high-te 
production  techniques,  and  the 
results  can  be  seen  in  the  excellen 
quality  of  the  products,  coupled  v 
realistic  pricing  levels.  It  is  a  very 
significant  trend  in  Thailand." 

One  incentive  for  manufactur 
is  the  Prime  Minister's  Export  Av* 
granted  to  highly  successful  expo) 
carrying  an  original  Thai  brand  n 
and  design. 

Acceptance  in  the  world's 
markets  means  that  not  only  qua 
but  also  safety  standards,  must 
be  satisfactory  to  potential  manu; 
turers.  "Adherence  to  safety  star 


Is  is  vital  for  us,"  says  Sanit. 
)  9000  certification  began  about 
cade  ago,  and  with  the  growing 
rnational  demand  for  environ- 
tally  friendly  manufacturing 
niques,  many  Thai  companies 
now  applying  for  ISO 

00  certification." 

Also  contributing  to  Thailand's 
ng  growth  is  its  abundant  natural 
the  majority  of  which  comes 

1  wells  in  the  Gulf  of  Thailand, 
•ed,  the  gas  wells  have  helped 

r  industries  located  along  the 
ern  Seaboard  to  develop.  This  is 
re  the  gas  comes  ashore  and 
re  an  excellent  deep-sea  port 
cated. 

Thai  industrialists  have  diversi- 
into  a  broad  class  of  manufactur- 


de  Fairs  in  Thailand  in  1998 

21st  Bangkok  Gems  &  Jewelry  Fair 
March  14-16  (trade)  March  17  (public) 

13th  Bangkok  International  Fashion  Fair 
April  1-3  (trade)  April  4-5  (public) 

th  Bangkok  International  Gift  &  Houseware  Fair 
Mid-April  (trade  and  public) 

Thailand  International  Furniture  Fair 
Mid-April  (trade  and  public) 

Thailand  International  Food  Exhibition/ 
rhailand  International  Moslem  Food  Exhibition 

Late  April  (trade  and  public) 

22nd  Bangkok  Gems  &  Jewelry  Fair 
Sept.  9-11  (trade)  Sept.  12  (public) 

Bangkok  Leather  Week 
Early  October  (trade  and  public) 

ue:  Queen  Sirikit  National  Convention  Center 


sectors.  Nowadays,  the  'Made  in 
iland'  tag  can  be  found  in  some 
<pected  and  not  always  immedi- 
f  visible  places:  inside  computers, 
•mobiles  and  electrical  goods,  for 
nple.  Speed  and  innovation  in 
ufacturing  methods  are  behind 
trend.  The  kingdom's  commit- 
t  to  attracting  investors  has 
ivated  government  organizations 
ltroduce  policies  that  relax 
ort  duties  on  machinery  and  raw 
erials,  simplify  import  and  export 
:edures  and  establish  industrial 
te  zones  so  that  both  Thai  and 
ign  industrialists  can  operate 
;tively.  "A  hands-off  approach 
'ur  government  means  that  our 
ufacturers  and  exporters  are  able 
love  fast  and  evolve  the  most 
:tive  systems  and  methods,  and 


the  free-market  attitude  keeps  prices 
down.  We  have  become  very  much 
a  proven  commodity  when  it  comes 
to  supplying  just  about  anything," 
says  Sanit. 

This  helps  explain  the  evolution 
of  high-technology  production. 

Computer  and  integrated 
circuit  boards  have  become 
Thailand's  number  one 
export  category,  with  sales 
of  more  than  US$7  billion 
a  year. 

At  the  heavy  end  of  the 
manufacturing  spectrum, 
the  growth  of  the  automo- 
tive sector  has  been  nothing 
short  of  spectacular. 
Virtually  nonexistent  a  few 
years  ago,  Thailand's  auto 
industry  today  produces 
600,000  vehicles  a  year,  and 
it  is  developing  into 
Southeast  Asia's  biggest  car 
builder.  With  the  world's 
leading  makers  —  including 
General  Motors,  Ford  and 
Chrysler  —  setting  up  plants  in 
Thailand,  projections  are  that  the 
kingdom  will  be  building  one 
million  cars  by  the  year  2000.  This, 
in  turn,  has  led  to  a  soaring  business 
in  auto  parts  and  components,  many 
of  them  destined  for  automobiles  and 
assembly  lines  located  elsewhere. 

There  are  other  new  exporting 
opportunities  in  the  services  arena, 
Sanit  adds.  The  printing  industry  is 
becoming  highly  competitive  in 
servicing  overseas  clients.  Thailand  is 
also  becoming  a  center  for  recreation- 
al programs.  And  as  far  as  health 
care  programs  are  concerned,  the 
country  now  offers  an  unmatched 
range  of  facilities  encompassing  both 
modern  and  traditional  approaches. 

Thailand  also  places  great 
reliance  on  trade  facilities  such  as 


international  fairgrounds  and  tra 
mart  centers  to  make  contact  with 
overseas  buyers,  according  to  Sanit. 
He  adds  that  with  the  building  of 
new  exhibition  facilities  and  the 
country's  strategic  geographical 
location  in  Southeast  Asia,  Thailand 
itself  will  become  an  important  trade 
fair  center.  "We  are  increasingly 
strengthening  our  links  with 
Indochina,  South  China  and  other 
parts  of  Southeast  Asia,"  he  says. 

The  DEP  regards  itself  as  a  user- 
friendly  organization,  and  will  go  to 
great  lengths  to  ensure  a  suitable 
match  between  producer  and  buyer. 
Once  an  initial  connection  has  been 
made,  buyers  may  contact  the  manu- 
facturer directly;  or,  if  preferred,  the 
DEP  can  make  initial  inquiries  and 
provide  a  variety  of  additional 
specialized  services,  free  of  charge. 
The  DEP  staff  will  arrange  appoint- 
ments with  selected  companies, 
organize  factory  visits  and  forward 
the  company's  information,  details  of 
goods  required,  expected  amount  of 
purchase  and  more,  all  prior  to  the 
buyer's  arrival  in  Thailand. 

To  make  trade  transactions  and 
information-gathering  more 
efficient  and  productive,  the  DEP 
offers  courtesy  business  services  in  its 
spacious  Permanent  Exhibition  Hall 
in  Bangkok.  This  "office  away  from 
the  office"  includes  telephones, 
photocopiers  and  fully  equipped 
meeting  rooms. 

What's  next  for  the  future  of 
Thailand  and  Thai  products? 

"The  Thai  government  is  com- 
mitted to  further  liberalization  of  the 
economy,  particularly  in  the  financial 
sector,  which  in  turn  will  give  us 
extra  flexibility  and  the  ability  to 
compete  at  any  level  in  the  world 
markets,"  says  Sanit.  "The  tiger  has, 
in  fact,  truly  emerged." 


Department  of  Export  Promotion 

22/77  Rachadapisek  Road, 

Bangkok  10900,  Thailand 

Tel:  (66  2)  511  5066-77 

Fax:  (66  2)  512  1079 

E-mail:  pimpaa@mozart.inet.co.th 

Web  site:  www.thaitrade.com 

The  Thai  Trade  Center,  New  York 
5  World  Trade  Center,  Suite  3443 
New  York,  NY  10048 
Tel:  (212)  466  1777-9 
Fax:  (212)  524  0972 


Big  Is 
Beautiful 


The  rise  of  Thailand's  petro- 
chemical industry  has  been 
dramatic,  spurred  by  the  use  of 
natural  gas  that  was  discovered  in  the 
Gulf  of  Thailand  in  the  1970s.  This 
development  pushed  the  industry 
from  relative  anonymity  to  regional 
giant  in  just  20  years. 

Although  the  kingdom  is  now  a 
sufficiently  established  producer  and 
exporter  of  many  petrochemical 
products,  competition  is  fierce. 
Neighboring  Singapore,  though 
lacking  in  natural  resources,  has  a 
lean  and  dynamic  petrochemical 
industry.  Taiwan  and  Korea  are 
other  aggressive  exporters. 

The  only  way  for  Thailand's 
petrochemical  producers  to  continue 
to  flourish  is  for  them  to  integrate 
their  production.  Big  is  not  only 
beautiful,  it  is  necessary  for  survival, 
according  to  Prachai  Leophairatana, 
chief  executive  officer  of  Thai 
Petrochemical  Industry  Pic.  (TPI). 
Prachai  is  an  outspoken  man.  He 
believes  fervently  in  free  enterprise, 
and  is  dismissive  of  the  government 
enterprise  system  that  produces  much 


of  Thailand's  petrochemical  output 
and  marketing.  "TPI  was  founded  in 
1978,  the  first  of  the  new  generation 
of  petrochemical  companies  in 
Thailand,"  he  says.  "We  have  always 
been  totally  independent,  and  we  are 
increasingly  self-reliant.  Only  in  this 
way  can  we  respond  to,  and  benefit 
from,  market  forces. 

"At  present,  Thailand  has  a  mix 
of  government  majority-owned  petro- 
chemical facilities,  and  private 
producers.  But  I  believe  that  you 
cannot  have  any  government  interest 
involved  in  this  industry.  We  all 
know  the  problems  that  come  with 
government-run  companies. 
Privatization  is  the  only  path,  as  has 
been  demonstrated  elsewhere  in  the 
world.  TPI  is  a  passionate  believer  in 
free  enterprise  and  an  open  market." 

Located  like  other  petrochemical 
plants  on  Thailand's  Eastern 
Seaboard,  the  TPI  facility  was  in  fact 
the  first  petrochemical  plant  of  its 
kind  in  Southeast  Asia.  It  was  origi- 
nally built  to  produce  low-density 
polyethylene  resins  and  quickly  added 
high-density  products  to  its  lineup. 
With  the  kingdom's  prosperity  during 


the  1980s  —  and  with  domestic 
demand  for  petrochemical  products 
growing  —  TPI  ventured  into  an  ev 
wider  range  of  plastic  resins,  includ 
ing  polypropylene,  polystyrene  and 
acrylonitrile  butadiene  styrene. 

The  company  is  now  Thailand'* 
largest  petrochemical  producer. 
Together  with  its  subsidiaries  and 
affiliates,  TPI's  annual  production 
capacity  has  reached  almost  one 
million  tons  of  finished,  or  down- 
stream, petrochemical  products.  Ai 
the  end  of  1996,  the  group's 
consolidated  assets  totaled  Bht  108 
billion  (US$4.3  billion),  while  it 
recorded  a  profit  of  Bht  4  billion 
(US$160  million)  on  sales  of  Bht  2 
billion  (US$1  billion). 

Though  now  at  the  industrial 
forefront  in  Thailand,  and  despite  i 
gathering  overseas  presence,  TPI  nc 
faces  one  of  the  biggest  challenges 
its  history.  The  ASEAN  Free  Trad< 
Area  (AFTA)  agreement  signed  by 
Thailand  and  other  ASEAN  countr 
in  1992  aims  to  promote  trade 
among  member  countries  and  attra 
investors  through  import  tariff 
reduction.  Thailand  has  pledged  U 
reduce  import  tariffs  for  AFTA 
nations  to  0%-5%  by  the  year  200 
on  upstream  petrochemical  produc 
and  by  2003  on  downstream  petro 
chemicals.  Tax  protection  will  eve 
tually  diminish  as  a  result,  leaving 
local  petrochemical  producers  subj 
to  fiercer  competition.  In  contrast, 
manufacturers  from  abroad  will  b« 
a  better  position  to  compete  in  the 
domestic  market. 

To  meet  this  looming  challenge 
TPI  has  initiated  a  US$2  billion 
investment  expansion  strategy  tha' 
will  boost  the  group  this  year  into 
altogether  bigger  and  more  power 
league  —  as  Thailand's  first  fully 
integrated  petrochemical  producer 

"From  our  original  base  as  a 
producer  of  only  one  downstream 


luct,  plastic  resins,  TPI  is  now 
rsifying  into  the  upstream  and 
mediate  petrochemical  areas  as  a 
ufacturer  of  such  raw  materials 
hylene,  propylene  and  styrene," 
Prachai.  "This  will  enable  us 
wer  our  production  costs  and 
y  an  economy  of  scale  so  that 
an  compete  within  the  free- 
;  framework." 

He  also  stresses  that  when  the 
comes,  it  is  the  free-enterprise 
erns  that  will  take  the  brunt  of 
:  lowering,  and  that  the  state-run 
panies  can  simply  absorb  the 
;  or  switch  revenues  from  else- 
■e  to  meet  any  shortfall.  "That  is 
y  shortsighted  solution,"  he 

"Everything  might  seem  fine 
i  the  point  of  view  of  the  state 
ator,  but  it  is  the  taxpayer  who 

and  the  free  enterprise  which 

>  the  risks.  As  far  as  TPI  is 
erned,  we  have  fine-tuned  our 
ation  to  cope  with,  I  am 
ident,  any  eventuality." 
\part  from  the  obvious  cost 
fits,  full  integration  is  necessary, 
ids.  Thailand's  industrial  sector 
Dwing  and  diversifying  so  quickly 
petrochemical  producers  can  no 
sr  operate  effectively  or  solely  in 
lownstream  area  as  before. 

tiai  takes  the  concept  to  its 
al  conclusion,  envisioning  an 
;ration  that  begins  with  oil  and 
hilling,  then  progresses  through 
:ing  and  refining,  and  so  on,  to 
)chemical  production 
marketing. 

\lthough  TPI's  integration 
n't  extend  back  to  drilling,  the 
moves  are  still  profound, 
Iving  two  major  diversification 
;cts:  one  at  the  petroleum  end  of 
pectrum,  the  other  at  the 
)chemical  end.  The  first  has 
Ived  building  a  condensate  split- 
vhich  takes  the  raw  condensate 
.  natural  gas  and  crude  oil  and 
es  and  processes  it  into  various 

>  of  petroleum  products,  such  as 
itha,  LPG,  diesel  and  fuel  oil.  All 
ese  products  can  be  used  as  raw 
xials  by  the  petrochemical  indus- 
>r  as  end-use  products  in  the 
)leum  wholesale  and  retail  sec- 
Granted  promotional  privileges 
le  Board  of  Investment,  the  split- 

i  structurally  complete  and  will 
1  production  this  year.  "The 


splitter  is  a  production  unit  which 
constitutes  an  integral  part  of  the 
petrochemical  industry,"  says 
Prachai.  "This  is  a  keystone  of  our 
integration  policy  and  of  all  our  fur- 
ther petrochemical  activities." 

The  second  diversification  project 
has  been  the  construction  of  two 
naphtha  cracker  plants  to  produce 
ethylene.  The  first,  which  has  a 
300,000-tons-per-year  capacity,  will 
come  onstream  this  year  while  the 
second,  with  a  700,000-tons  capacity, 
will  be  operational  in  1999. 

"TPI  will  then  become  not  only 
Thailand's  first  fully  integrated 
petrochemical  producer,  starting 
with  crude  oil  and  progressing  all  the 
way  through  to  the  production  of 
plastic  resins,  but  also  the  first  in 
Southeast  Asia,"  says  Prachai.  "The 
move  will  enable  the  group  to  com- 
pete with  any  overseas  manufacturer, 
and  help  underscore  TPI's  position  as 
the  national  and  regional 
petrochemicals  leader." 

To  lower  transportation  costs 
and  ensure  available  feedstocks,  such 
as  crude  oil  and  natural  gas,  TPI  has 
expanded  its  jetty  and  dredged  the 
seaway  to  accommodate  VLCC  crude 
carriers,  becoming  the  first  anchorage 
in  Thailand  capable  of  handling  oil 
tankers  of  this  size.  Meanwhile,  TPI 
has  set  up  an  affiliated  company,  TPI 
Oil  Company  Ltd.,  which  serves  as 
its  distribution,  marketing  and 
logistics  arm  in  dealing  with  the  oil 
products  produced  by  the  splitter.  An 
oil  depot  has  also  been  constructed  to 
ensure  storage  and  fast  delivery.  In 


addition,  the  company  has  initiated  a 
joint-venture  investment  with  small 
operators  to  open  TPI  gasoline 
service  stations  nationwide. 

TPI  is  mindful  of  the  need  to 
ensure  that  the  country's  manpower 
skills  also  continue  to  match  the 
growth  of  the  industry.  Two  years 
ago,  it  opened  its  own  Institute  of 
Technology,  a  vocational  training 
institute  operating  to  specifications 
laid  down  by  the  Ministry  of 
Education  and  offering  a  diverse 
selection  of  courses  to  about  1,000 
students  per  year. 

"This  is  our  future,  and 
Thailand's  future  too,"  says  Prachai, 
who  is  himself  an  engineer.  "We  are 
no  longer  a  nation  of  low-salary 
workers.  Our  engineers  are  among 
the  best  anywhere,  and  private 
companies  such  as  ours  have  a 
responsibility  to  continually  educate 
our  workforce  in  the  latest  skills 
and  technology." 


Thai  Petrochemical  Industry  Pic. 

TPI  Tower 
26/56  Chan  Tat  Mai  Road, 
Tungmahamek, 
Sathorn,  Bangkok  10120,  Thailand 

Tel:  (662)  678  5000*678  5050 
678  5100*678  5200 
Fax:  (662)  678  5001-5 
Telex:  72073  72075  Petrokem  TH 
Web  site:  www.tpigroup.co.th 


THE  FUNDS 

Ron  Baron  has  a  quirky  approach  to  picking  stocks, 
but  hey,  it  works— at  least  in  a  bull  market. 

Betting  on  the 
baby  boomers 


MUNtY  &  MVtblMtNIb 


By  Mary  Beth  Grover 

"I  WAS  sweared  AT,  yelled  at  and 
screamed  at  and  told  to  clear  out  in 
two  hours,"  says  Ronald  Baron, 
describing  his  first  job,  as  an  analyst 
for  a  branch  office  of  Janney  Mont- 
gomery Scott.  He  made  the  mistake 
of  writing  up — and  panning — one  of 
the  firm's  underwriting  clients. 

On  that  unpromising  note  began 
the  career  of  one  of  today's  hottest 
fund  managers.  Since  founding  Baron 
Asset  Fund  ten  years  ago,  Baron,  54, 
has  chalked  up  a  compound  annual 
return  of  18%.  The  market  has  about 
trebled  since  then.  Baron's  original 
clients  have  done  1.5  times  as  well. 

This  dazzling  return  has,  mostly  in 
the  past  two  years,  brought  him  $3  bil- 
lion of  assets  to  manage.  The  pile 
yields  some  $30  million  a  year  in 
money  management  fees.  He  probably 
brings  half  that  down  to  net  income. 
His  swanky  Fifth  Avenue  office  houses 
a  $500,000  modern  art  collection. 

Getting  fired  that  day  was  the  best 
thing  that  ever  happened  to  Ron 
Baron.  Baron's  style  is,  well,  Baron. 
It's  a  little  bit  of  growth  stock,  a  little 
bit  of  special  situations  and  broad 
themes  like  baby  boomer  demo- 
graphics rolled  into  one  heavily  con- 
centrated list  of  favorites.  Among 
them:  Charles  Schwab,  because  the 
baby  boomers  are  just  beginning  to 
save;  Manor  Care,  because  their  par- 
ents are  going  into  nursing  homes; 
Vail  Resorts,  because  their  children 
have  graduated  from  Disney  World  to 
the  more  adult  world  of  skiing. 

It  took  a  long  while  for  this  quirky 
formula  to  attract  a  following.  "Ron's 
a  25-year  overnight  success,"  says 
Raymond  Noveck,  a  member  of  the 
fund's  board  of  trustees.  "It's  been  a 
struggle." 


He  didn't  have  the  credentials  for 
money  management.  He  received  a 
chemistry  degree  from  Bucknell,  then 
frittered  away  314  years  attending  law 
school  at  night,  avoiding  Vietnam 
because  of  his  "critical  skills"  day  job 
as  a  patent  examiner.  Past  draft  age, 
he  pursued  what  had  been  an  avoca- 
tion since  high  school  days,  picking 
stocks. 

He  was  quite  the  maverick.  After 
being  canned  for  publishing  a  nega- 
tive research  report  on  General 
Development  (which  eventually  vin- 
dicated him  by  going  bankrupt), 

<cRon's  a  25 -year  overnight 
success.  It's  been  a  struggle," 
says  Raymond  Noveck, 
a  member  of  the  fund's 
board  of  trustees. 

Baron  quickly  resurrected  his  analyst 
career  and  a  few  years  later  was  man- 
aging money  for  wealthy  clients  at 
what  is  now  Gruntal  Financial  Corp. 
By  1982  he  was  ready  to  go  out  on 
his  own.  He  had  two  kids  under  5 
and  a  wife  to  support.  With 
$100,000  and  a  secretary,  he  opened 
Baron  Capital  Management. 

In  1985,  still  the  small-timer  with 
only  $50  million  under  manage- 
ment, he  was  getting  into  trouble 
again.  He  brashly  launched  a  hostile 
takeover  of  retailer  Strawbridge  & 
Clothier.  He  was  hoping  the  com- 
pany would  offer  to  biw  his  and  his 
clients'  shares.  In  *xa  i  it  sued. 
Baron  Capital  spem  $1.5  million  on 
legal  fees.  Some  institute  '.a'  clients 
walked  away.  "I  vow      3  never  try 


and  buy  a  business  again,"  says 
Baron. 

He  never  vowed  to  buy  safe  stocks, 
though.  This  is  not  a  fund  for  the 
cautious.  Forbes  gives  the  fund  an  A 
in  up  markets  but  a  D  in  down  mar- 
kets. The  portfolio,  according  to 
Chicago-based  fund  researchers 
Morningstar  Inc.,  trades  at  a  rich  31 
times  trailing  earnings  and  19  times 
cash  flow.  And  unlike  the  vast  major- 
ity of  fund  managers,  Baron  concen- 
trates in  relatively  few  stocks:  His  top 
five  holdings  account  for  26%  of 
assets.  The  fund  owns  more  than  10% 
of  the  shares  outstanding  of  5  of  the 
64  stocks  in  his  fund. 

One  of  his  big  bets  is  on  Schwab, 
with  a  two-way  payoff  for  Baron. 
Nearly  two-thirds  of  Baron's  retail 
customers  come  through  Schwab 
Mutual  Fund  OneSource  and  the  var- 
ious copycat  fund  supermarkets.  The 
other  payoff  is  in  the  stock  market. 
Baron  began  buying  Schwab  shares  in 
late  1992  at  6,  when  everyone  still 
looked  at  Schwab  as  a  mere  broker- 
age firm.  Baron  sees  the  company  as 
an  asset  collector.  It's  still  cheap  at 
40,  he  says,  even  though  that  is  29 
times  trailing  earnings.  "It's  not  a 
great  leap  of  faith  to  think  Schwab 
can  get  the  same  share  of  the  mutual 
fund  business  as  it  has  of  the  broker- 
age business,"  says  Baron.  Schwab 
has  8%  of  the  brokerage  business, 
versus  3%  of  the  assets  of  the  mutual 
fund  business. 

Once  Baron  gets  on  a  good  thing 
he  stays  with  it.  Turnover  last  year 
was  a  mere  19%.  He's  owned  Manor 
Care  in  the  fund  since  1989.  He's 
been  holding  on  to  Stephen  Wynn's 
Mirage  Resorts  since  1987  and 
responded  to  the  collapse  in  the  stock 
over  the  past  year  by  buying  another 
1.5  million  shares.  "People  are 
freaked.  Wynn's  spending  $1.4  bil- 
lion to  put  Lake  Como  in  the  middle 
of  the  Mojave  Desert."  The  skeptics 
will  really  freak,  he  says,  when  they 
see  the  hordes  of  boomer  families 
flocking  there. 

That  is,  if  they  are  not  skiing  at  Vail 
Resorts,  in  which  Baron  controls  13% 
of  the  stock.  Vail's  new  management 
is  going  to  narrow  discounts  on  lift 
tickets  40%  to  50%  over  the  next  five 
years,  Baron  predicts.  "The  average 
person  at  Vail  spends  over  $300  a  day 


412 


Forbes  ■  July  7,  1997 


Ronald  Baron,  Baron  Asset  Fund 

He  has  sworn  off  hostile  takeovers. 


[mostly  on  lodging  and  airfare],"  he 
says.  "You  think  they're  gonna  balk  at 
a  $5  increase  in  the  lift  ticket?" 

Baron's  firm  owns  20%  of  money- 
losing  American  Mobile  Satellite.  The 


stock,  recently  trading  at  9,  is  well 
below  his  average  cost  of  15.  But 
Baron  values  the  firm's  30  megahertz 
of  prime  L-band  spectrum  at  $500 
million.  That's  well  ahead  of  the 
company's  Wall  Street  valuation  of 
$425  million  (debt  outstanding  plus 
market  value  of  common  stock).  That 


gives  him  the  firm's  digital  audio 
radio  business  and  its  trucking  and 
maritime  satellite  businesses  for  free. 

You  can't  easily  categorize  a  money 
runner  like  Ron  Baron.  He  says  all  of 
the  fund's  new  money  won't  hurt  its 
performance.  You  take  him  on  faith 
or  not  at  all.  Hi 
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Expect  the  bull  market  to  stampede  on? 
Buy  brokerage  or  "wealth  effect"  stocks. 
And  what  if  you  think  the  bull  is  tiring? 


Betting  on  (or  against) 
the  bull 


By  Thomas  Easton 

Banking  giant  State  Street  Corp.'s 
name  suggests  old  money,  but  its 
stock  shouts  new  wealth.  During  the 
past  three  years  it  has  tripled  in  price, 
not  so  much  because  of  the  bank's 
two-century-old  lending  opera 
tions,  but  because  the  compa- 
ny has  become  a  back-office 
service  firm  for  the  securities 
industry.  Some  70%  of  State 
Street's  revenues  come  from 
custodial  and  accounting 
services,  along  with  end- 
of-day  share  pricing  to 
financial  institutions. 

State  Street  is  just  one 
stock  that  has  outperformed  the 
broad  market  averages  because  of  an 
association  with  the  investing  boom. 
Others  include  Bankers  Trust,  North- 
ern Trust  and  the  Bank  of  New  York. 
All  derive  substantial  fee  income  ser- 
vicing the  securities  industry. 

Publicly  traded  mutual  fund  spon- 
sors— Mellon  (Dreyfus),  T.  Rowe 
Price,  Franklin  Resources  and  Kansas 
City  Southern  Industries — are  other 
bull-market  boomers.  Kansas  City 
Southern  owns  pieces  of  the  Janus 
and  Berger  fund  families  and  back- 
office  securities  processor  dst 
Systems. 

Insurance  companies  managing 
huge  equity  portfolios  have  also 
done  spectacularly  in  the  rising 
market.  Public  examples  include 

Uppers  and  downers:  Using  S&P's 
analysis  of  sector  performance 
during  market  swings  over  the  past 
half-century  as  a  starting  point,  we 
chose  our  bull  and  bear  teams. 


i 


The  bulls 


Company 
Avalon  Properties 
BMW,  Harley-Davidson 
Callaway  Golf 
Carnival  Corp 
Chrysler,  Lucent  Technologies 
Decorator  Industries 


Kaydon  Corp 
New  York  City  bonds 
Paccar 
Rouse 

St  John  Knits 
State  Street  Corp 
Steinway  Musical  Instruments 
UAL,  Continental 


Reason 

upscale  East  Coast  homes 

luxury  transportation 

golf  clubs 

vacations 

big  defined  benefit  plans 

textiles  for  mobile 
and  recreational  homes 

machine  parts 

tied  to  financial  center  health 
truck  manufacturer 
malls  and  offices 
elegant  clothing 
major  securities  processor 
classic  instruments 
airlines 


a 
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A  better  way  to  control  your  investments. 


ONE  COMPANY. 
ONE  STATEMENT. 

ONE  CALL. 
ONE  GREAT  WAY 
TO  MANAGE  YOUR 
MUTUAL  FUNDS. 


FIDELITY  INVESTMENTS* 


NETWORK 


Consolidate  for 
more  control 

Having  multiple  funds  at  multiple 
companies  can  make  it  difficult  to 
keep  track  of  your  investments. 
With  FundsNetwork,  you  can 
manage  all  your  holdings  -  Fidelity 
and  non-Fidelity  funds  -  from  one 
place.  The  result?  Better  control  of 
your  mutual  fund  portfolio. 


3,000  mutual 
fund  choices 

FundsNetwork  offers  more  than 
3,000  funds  from  over  300 
companies,  including  Fidelity. 
And  you  can  choose  from  over 
700  no-load  funds  without  paying 
any  transaction  fees  to  Fidelity! 

Less  paperwork 

One  consolidated  monthly  statement 
lets  you  view  all  of  your  funds  -  as 
well  as  your  IRA  holdings  -  at  a 
glance.  So,  you'll  be  able  to  assess 
and  control  your  financial  position 
quicker  and  more  easily. 


One  call  does  it  all 

With  FundsNetwork,  you'll  be 
able  to  quickly  respond  to  your 
changing  needs  with  one  phone 
call.  For  more  information,  or  to 
transfer  your  holdings  right  now, 
just  dial  1-800-544-3025. 


Call  today 
for  your  free  copy  of 

FundsNetwork 
FundScreens,  a  list  of 
highly  rated  funds. 


1-800-544-3025 


|  www.fidelity.com 


VISIT  YOUR  LOCAL  INVESTOR  CENTER 


Fidelity 


Investments 


TDD  SERVICE:  1-800-544-0118  for  the  deaf  and  hearing-impaired  9  a.m.  -  9  p.m.  ET. 

Eor  more  complete  information  on  any  fund  available  through  FundsNetwork,  including  charges  and 
expenses,  call  for  a  free  prospectus.  Please  read  it  carefully  before  you  invest  or  send  money. 

'All  fees  as  described  in  the  funds'  prospectuses  still  apply.  Fidelity  Brokerage  Services,  Inc.  or  affiliates  may  be 
remunerated  for  providing  certain  recordkeeping  and  shareholder  services  to  the  fund  families.  For  more  information  on 
the  FundsNetwork  program,  call  for  a  FundsNetwork  Performance  Directory.  Fidelity  Brokerage  Services.  Inc. 
Member  NYSE.  SIPC.  2b/31902.001 
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Berkshire  Hathaway,  Cincinnati 
Financial,  Safeco  and  Markel  Corp. 
Brokerage  firm  stocks  have  gone  sky- 
high,  of  course.  The  pending  acqui- 
sition of  regional  broker  Alex.  Brown 
&  Sons  by  Bankers  Trust  at  2.7  times 
Brown's  book  value  has  propelled  all 
brokerage  stocks. 

Less  obvious  plays  include  luxury 
retailers  Tiffany,  Gucci  and  St.  John 
Knits;  auction  house  Sotheby's;  and 
designer/watchmaker  Movado. 
What  does  a  young  Wall  Streeter  do 


with  her  first  $1  million  bonus?  What 
does  a  fellow  do  when  his  options  in 
the  software  firm  he  works  for  sud- 
denly become  good  money?  Or  the 
family  that  finds  the  mutual  fund  it 
has  owned  for  years  has  sprinted  to 
the  head  of  the  pack? 

They  all  rush  out  and  treat  them- 
selves to  a  few  luxury  items.  It's 
called  the  "wealth  effect."  As  stock 
prices  escalate,  investors  spend  some 
of  their  paper  profits.  Fat  bonuses 
paid  to  brokers  and  traders  have 


The  bears 


Company 


Reason 


Anheuser-Busch,  Brown-Forman      alcoholic  beverages 


Ball  Corp,  Crown  Cork  &  Seal 
Bristol-Myers  Squibb 


Cadbury  Schweppes 
Clorox,  Procter  &  Gamble 
CTG,  Colonial  Gas 


containers 

relatively  higher-yielding  drug 
company 

nonalcoholic  beverages 
household  products 
high-yielding  gas  utility 


Eastern  Utilities,  Atlantic  Energy    high-yielding  electric  utility 
Exxon,  Mobil,  Texaco 
General  Mills,  JM  Smucker 

Homestake  Mining 
Ingles  Markets 
UST  Inc 


driven  property  prices  in  the  New 
York  City  environs  up,  up,  up. 

That  wealth  effect  really  gets 
spread  around.  Large  companies  that 
offer  defined-benefit  pension  plans  to 
their  employees  flourish  in  a  bull 
market.  The  stocks  their  pension 
plans  own  have  beaten  all  expecta- 
tions, reducing  the  amount  of  cash 
that  has  to  be  added  to  the  kitty  to 
cover  future  retirement  checks. 

Take  Chrysler.  In  1991  the  com- 
pany's $5  billion  pension  plan  was 
$4.4  billion  underfunded.  More 
than  $7.7  billion  was  poured  in 
during  1993  and  1994,  taking  a 
huge  toll  on  cash  flow.  The  contri- 
butions went  mostly  into  equities 
and  occurred  just  before  the  market 
really  soared.  The  impact  was  huge. 
Even  after  paying  out  significant  dis- 
bursements to  beneficiaries,  the  plan 
has  grown  to  $16  billion  in  assets 
and  is  more  than  $1.4  billion  over- 
funded.  Today,  "for  all 
intents  and  purposes,  we 
are  not  contributing  any- 
thing," says  Russell 
Flynn,  Chrysler's  direc- 
tor of  pension  plan 
investments. 
So  if  you  think  the  bull 
market  is  going  to  stam- 
pede on,  you  will  want  to 
have  some  of  your  money  in 
these  wealth  effect  stocks. 

But  what  if  you  want  to  make  a 
reverse  bet — that  the  bull  will  get 
tired  or  drop  dead? 

Standard  &  Poor's  analysts  have 
examined  how  each  of  41  industry 
groups  fared  during  the  1 1  market 
declines  of  15%  or  more  over  the 
past  50  years.  Those  that  held  up 
best  had  the  furthest  remove  from 
Wall  Street.  The  industry  that  has: 
outperformed  the  general  market  in  | 
every  downturn  is  glass  and  metal 
container  manufacturing.  The  next- 
best-performing  sector  in  down 
markets  has  been  electric  utilities. 
This  may  change,  given  the  com- 
petition that  deregulation  is  bring- 1 
ing  to  the  field.  Other  defensive 
industries  include  tobacco,  natural 
gas,  gold,  alcoholic  beverages  andjj 
supermarkets. 

Using  s&p's  research  for  guidance  J 
we  have  compiled  lists  of  bullish  and| 
bearish  plays.  I 
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W  WORLD  CHINA  KNEW  EXACTLY  WHICH  BANK 
ULD  GET  ITS  BOND  ISSUE  OFF  THE  GROUND 


* 


*■  i 


If  you  want  to  build  the  best  deal  for  your  business,  use  HSBC  Investment  Banking. 

Our  structuring  of  the  US$350  million  mandatory  convertible  guaranteed  bond  issue  for  New  World  China  Finance  Limited 
was  a  triumph  of  teamwork  and  innovation.  Together,  our  offices  in  various  countries  tackled  a  major  problem  associated  with 
"going  public"  bonds:  the  lack  of  certainty  about  their  return.  We  designed  a  bond  with  guaranteed  high  yield  that  gave  investors 
a  choice  of  cash  or  shares  at  the  time  of  an  initial  public  offering.  In  doing  so,  we  created  a  product  with  greater  certainty  for 
investors  and,  ultimately,  a  higher  demand. 

Choose  to  deal  with  HSBC  Investment  Banking  and  we  will  make  sure  you  benefit  from  our  financial  weight  and 
product  expertise.  As  the  cornerstone  of  a  comprehensive,  tailored  marketing  programme,  these  qualities  ensure  strong 
foundations  on  which  you're  able  to  build. 


Corporate  Finance  ►  Project  and  Export  Finance  ►  Specialised  Finance  ►  Private  Equity 
Equity  Research  and  Distribution  ►  Asset  Management  ►  Private  Banking 


HSBC  Investment  Banking 

Member  HSBC  Group 
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THE  MONEY  MEN 


Sucker's  game 

Buying  brand-new  stocks  is  dicey  under  the  best  of  circumstances. 
When  the  offering  calendar  gets  crowded,  just  say  no. 


By  Scott  DeCarlo 

You  should  have  bought 
Ascend  Communications 
when  it  went  public  three 
years  ago.  This  item  is  up 
2,700%  already. 

We  take  that  back.  You 
shouldn't  have  bought  it. 
What  you  made  on  the 
stock  you  probably  would 
have  given  back  on 
all  the  other  IPOs 
you  bought  into. 

So  forget  should've 
and  would've.  Look 
at  a  large  collection 
of  new  issues  over  a 
long  period  of  time 
to  see  if  they  beat  the  market. 

We  have  done  that  for  you,  in  a 
database  covering  3,676  new  compa- 
nies that  went  public  between  Jan.  1, 
1987  and  Apr.  30,  1997.  Our  con- 
clusion: They  don't  beat  the  market. 
To  think  they  will  is  to  assume  the 
folks  who  do  the  selling  are  charita- 
ble. They  aren't.  They  are  maximiz- 


ing their  own  profits. 

With  help  from  Securities  Data 
Corp.,  we  compared  what  you  would 


have  made  buying  $100  of  every  new 
issue  over  the  past  decade  with  what 
you  could  have 
made  putting  just 
$1  into  the  S&P 
500.  You  were  3% 
worse  off  with  the 
new  issues. 

Our  calculations, 
moreover,  made 
two  simplifying  assump- 
tions very  favorable  to  the 
cause  of  brokers  who 
peddle  these  stocks. 
One  was  that  you 
could  indeed  have 
gotten  your  hands  on 
each  new  issue  at  the 
offering  price.  Reality: 
You  won't,  and  you 
will  have  to  pay  more — sometimes  a 
lot  more — to  get  the  shares  in  the 
open  market,  if  the  deal  is  an  attrac- 
tive one.  The  other  was  to  ignore  div- 
idends. Reality:  Dividends  contribute 
significantly  to  the  return  of  estab- 


Stay  away  from  crowds     The  ten  largest  underwriters  1987-97 


Year 

Number 

— Performance* — 

of 

actual 

rel  to 

issues 

S&P  500t 

1987 

334 

142% 

114 

1988 

120 

347 

169 

1989 

115 

204 

136 

1990 

109 

148 

114 

1991 

265 

84 

95 

1992 

421 

87 

106 

1993 

550 

46 

86 

1994 

448 

60 

94 

1995 

469 

19 

83 

1996 

717 

1 

85 

1997* 

128 

-2 

96 

Average 

68 

97 

'Through  Apr.  30.  tRelative  performance  is  based  on  the 
ending  value  of  $100  invested  in  each  stock  divided  by  $1 
invested  in  the  index. 

Sources:  Securities  Data  Co.;  Wilshire  Associates;  Forbes. 
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Underwriter 


Number    %  of  issues  that     Cumulative  performance* 


Total 


of 

issues 

went 
up 

beat  the 
market 

actual 

rel  to 
S&P  500t 

offer  val 
($mil) 

Goldman  Sachs 

181 

68% 

37% 

133% 

122 

$31,153 

Morgan  Stanley 

|  157 

\  56 

37 

156 

142 

17,898 

Merrill  Lynch 

162 

61  ; 

40 

98 

114 

16,152 

Donaldson  Lufkin  &  Jenrette 

:  113 

!   54  | 

36- 

34 

91 

9,786 

Smith  Barney 

134 

59 

36 

51 

93 

9,515 

CS  First  Boston 

100 

65  : 

40 

47 

90 

8,950 

Salomon  Brothers 

71 

62 

35 

72 

i  102 

7,906 

Alex  Brown  &  Sons 

224 

:  57  j 

37 

126 

125 

7,684 

Lehman  Brothers 

93 

60 

41 

64 

108 

6,065 

Montgomery  Sees 

137 

44 

27 

77 

103 

4,644 

*  Through  Apr.  30.  tRelative  performance  is  based  on  the  endin 
invested  in  the  index. 

g  value  of  $100  invested  in  each  stock  divided  by  $1 

Sources:  Securities  Data  Co.;  Wilshire  Associates;  Forbes. 

Morgan  Stanley's  new  issue  dollar  volume  is  half  that  of  top  producer  Goldman, 
Sachs.  In  terms  of  relative-to-market  performance  Morgan  Stanley  is  the  best. 
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THE  POWER  OF 
GLOBAL  INVESTING 

T.  Rowe  Price  International  Stock  Fund—performance  potential  plus  diversification. 

If  you  want  to  diversify  for  enhanced  return  potential  with  reduced  risk,  don't  overlook  inter- 
national equity  investing  with  T.  Rowe  Price.  By  providing  exposure  to  potentially  stronger- 
performing  foreign  markets,  international  stock  investments  can  help  increase  long-term  returns. 
And,  since  foreign  economies  tend  to  move  independently  of  each  other  and  the  U.S.,  diversifying 
internationally  can  actually  help  reduce  the  overall  volatility  of  a  domestic  portfolio. 


Forbes 

Honor  Roll  Selection 

7  Years  Running 


Our  International  Stock  Fund — one  of  the  oldest  and  largest  interna- 
tional no-load  mutual  funds — follows  a  prudent  strategy  of  investing 
in  the  stocks  of  established  companies  outside  the  United  States.  It 
has  proven  itself  over  a  period  of  up  and  down  markets,  in  times  of 
both  a  weak  and  a  strong  U.S.  dollar.  In  fact,  the  fund's  success  has 
placed  it  on  the  Forbes  Honor  Roll  for  the  seventh  consecutive 


year —  it's  the  only  international  fund  that  can  claim  this  distinction.* 

Benefit  from  Our  expertise.  At  T.  Rowe  Price,  we've  been 
helping  people  invest  overseas  since  1979,  when  we  joined 
forces  with  Robert  Fleming  Holdings,  Ltd.,  one  of  the  world's 
oldest  and  most  successful  international  advisers.  Today, 
Rowe  Price-Fleming  serves  as  investment  adviser  to  our 
family  of  international  funds  and  manages  nearly  $30  billion 
in  foreign  stock  and  bond  assets.  In  fact,  we  are  the  largest 
manager  of  international  no-load  mutual  fund  assets.** 


Call  today  for  fund  information  and  a  free  planning 

guide.  For  information  on  any  of  our  international  stock 
funds,  simply  request  a  free  information  kit  today.  To  learn 
how  to  develop  and  execute  an  international  investment 
strategy  that's  appropriate  for  you,  also  request  our  free  guide, 
Diversifying  Overseas.  Of  course,  international  investing  has 

special  risks,  including  currency  fluctuation,  political  and     

economic  instability,  and  the  volatility  of  emerging  markets.  ^flHHHHIHIlHHHBHBHHI 
As  with  any  stock  fund,  there  will  be  price  fluctuation.  $2,500  minimum  investment  ($1,000  for 
IRAs).  No  sales  charges. 


T.  Rowe  Price  Family  of 
Foreign  Equity  Funds 

•  Global  Stock  Fund 

•  International  Stock  Fund 

•  International  Discovery  Fund 

•  European  Stock  Fund 

•  Japan  Fund 

•  New  Asia  Fund 

•  Latin  America  Fund 

•  Emerging  Markets  Stock  Fund 


Call  24  hours  for  your  free 
international  planning  guide  and  prospectus 

1-800-541-8457 


www.  troweprice.  com 


Invest  With  Confidence® 

T.RoweRice 


-Ik 


cited  in  Forbes  magazine  (Mutual  Funds  issue)  dated  8/26/96.  The  fund's  performance  from  3/31/84  to  6/30/96  was  considered;  18  honorees  were  selected.  The  honorees  are 
sen  annually;  candidates  must  be  open  to  new  investors  and  have  had  the  same  management  for  at  least  5  years.  Sector  funds  are  excluded.  *  *  Strategic  Insight  Simfund.  Past  perfor- 
ice  cannot  guarantee  future  results.  Read  the  prospectus  carefully  before  investing.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor.  ISF036434 


MONEY  &  INVESTMENTS 


THE  MONEY  MEN 
The  biggest  hits 


Company/business 


Offer 
date 


actual 


-Gain- 


relto 
S&P  500' 


Cisco  Systems/network  equipment  2/16/90 

American  Power  Conversion/batteries  7/29/88 

Clear  Channel  Commun/radio  &  TV  stations  5/20/87 

Dell  Computer/computer  systems  6/24/88 

Fastenal/retails  fasteners  8/21/87 


9,092% 

7,600 

6,721 

5,806 

5,100 


3,816 
2,614 
2,368 
2,018 
2,180 


Parametric  Technology/software  12/8/89 

Maxim  Integrated  Prods/integrated  circuits  3/4/88 

Altera/integrated  circuits  3/31/88 

StrataComVcomputer  systems  7/21/92 

Presstek/imaging  systems  3/31/89 


4,425 
3,746 
3,505 
3,207 
3,088 


1,969 
1,283 
1,165 
2,086 
1,173 


Underwriter 


Morgan  Stanley 
Josephthal 
PaineWebber 
Goldman  Sachs 
Robert  W  Baird 


Alex  Brown  &  Sons 
Montgomery  Sees 
Goldman  Sachs 
Montgomery  Sees 
Whale  Sees 


'Ending  value  of  $100  invested  in  each  stock  divided  by  $1  invested  in  the  index.  'Acquired  by  Cisco  Systems  on  July  10, 1996. 

Sources:  Securities  Data  Co.;  Wilshire  Associates;  Forbes. 


The  IPO  class  of 
1988  was  the 
third  smallest  in 
our  survey,  but 
four  of  the  top 
ten  new  issues  of 
the  decade — 
including  Dell 
Computer  and 
Altera — were 
launched  that 
year. 


lished  companies,  but  they  are  close 
to  nonexistent  for  the  speculative 
companies  most  likely  to  go  public. 

Plug  the  same  stock  price  data  into 
the  computer  with  the  assumptions 
that  all  new  issues  paid  no  dividends 
and  the  s&P  500  paid  whatever  it 
paid,  and  the  conclusion  gets  grim- 
mer for  fans  of  new  issues.  You  would 
be  12%  poorer  owning  new  issues 
than  an  index  fund  over  the  past 
decade. 

The  bottom  line  here  is  a  lot  more 
pessimistic  than  the  one  we  arrived  at 
a  year  ago  for  stocks  going  public 
between  1986  and  1996  (Forbes, 
June  17,  1996).  Then,  it  seemed  you 
could  beat  the  market  via  initial 
public  offerings.  What  has  happened 
in  the  year  since  to  change  the  answer 
so  dramatically? 

Two  things.  One  is  that  technolo- 
gy stocks,  heavily  represented  among 


new  issues,  have  badly  lagged  the  S&P 
500  blue  chips  over  the  past  year. 
The  other  is  that  our  measurement 
period  dropped  a  good  year  for  new 
issues,  in  1986,  and  picked  up  a  loser, 
in  1996. 

The  class  of  1986  included  such 
winners  as  Microsoft  (up  20,700%) 
and  Oracle  (up  9,400%). 

Last  year  was  a  loser  for  investors 
precisely  because  it  was  a  winner  for 
the  underwriters.  They  did  717  deals, 
raising  $41.4  billion,  both  records. 
When  the  market  heats  up  like  this, 
steer  clear.  Second-rate  companies  are 
trotted  out  to  an  investing  public  that 
will  bite  at  anything.  The  few  good 
companies  are  richly  priced. 

Notwithstanding  the  weak  perfor- 
mance of  tech  stocks  in  the  past  year, 
some  of  the  hottest  new  issues  of 
1996  are  still  selling  at  triple-digit 
multiples  of  earnings:  Advanced  Fibre 


Communications,  Registry  and  Siebel 
Systems.  While  the  new  issues  class  of 
1996  is  off  to  a  bad  start,  things 
could  get  worse  if  some  of  these 
heavily  overpriced  stocks  don't  live 
up  to  expectations. 

For  investors  determined  to  play 
the  game,  we  offer  two  pieces  of 
advice.  One,  buy  when  deals  are 
scarce.  That  was  true  this  spring, 
when  the  market  was  in  a  swoon,  but 
it  is  much  less  true  now.  Two,  buy 
from  an  underwriter  with  a  good 
record.  We  show  the  biggest  under- 
writers in  the  table  on  page  418. 

Our  survey  includes  all  new  issues 
with  offering  prices  of  at  least  $5  a 
share  and  offering  values  of  at  least 
$5  million.  We  excluded  American 
Depositary  Receipts,  foreign  stocks, 
closed-end  funds,  blind  pools  real 
estate  investment  trusts  and  limited 
partnerships.  H 


The  biggest  stinkers 


Company/business 

offer' 

-Price  

recent2 

Offer 
value 
($mil) 

Offer 
date 

Underwriter 

Kenetech/wind  turbines 

$16.50 

$0.03 

$99 

9/21/93 

Merrill  Lynch 

Goldome3/savings  &  loan 

7.00 

0.00 

j  98 

8/11/87 

Merrill  Lynch 

Discovery  Zone4/children's  recreational  facilities 

11.00 

0.06 

55 

6/3/93 

Merrill  Lynch 

F&M  Distributors4/specialty  retailing 

j  15.00 

j  0.03 

53 

9/24/92 

Merrill  Lynch 

Gitano  Group/apparel 

20.50 

0.01 

51 

9/30/88 

Goldman  Sachs 

First  Pacific  NetworksVtelecomm  sves 

9.00 

0.11 

:  45 

7/22/92 

Josephthal 

Kendall  Square  Research/computer  systems 

I  11.00 

0.01 

44 

3/27/92 

Kidder  Peabody 

Grant  GeophysicarVoil  &  gas  exploration  sves 

10.25 

|  0.05 

;  41 

9/19/90 

Salomon  Brothers 

Utopia  MarketingVwomen  &  children's  footwear 

14.50 

0.06 

j  40 

12/4/91 

Montgomery  Sees 

USA  ClassicVactive  wear  &  sportswear 

j  13.00 

0.00 

35 

11/20/92 

PaineWebber 

■Per  common  share  adjusted  for  splits.  zAs  of  April  30. 'Company  liquidated.  'In  bankruptcy.  'Formerly  Sam  &  Libby. 

Sources:  Securities  Data  Co.;  Wilshire  Associates;  Forbes. 


Of  the  3,676  new 
issues  of  the  past 
ten  years  that 
were  large 
enough  to  be 
tracked  in  our 
survey,  175  lost 
95%  or  more  of 
their  value.  The 
companies  at  left 
are  the  biggest 
turkeys. 
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Our  latest  results 


I  allow  you 
view  Brazil 


nother 


ve. 


Think  of  a  country  that  was  able  to  reduce  its  more  than  40%  monthly  inflation  level  to  less  than  10%  a  year.  Think  of  a 
country  with  a  hard  currency  and  a  stable  economy.  This  country  is  Brazil,  a  highly  attractive  market  for  international  investors. 
Brazil  is  the  most  promising  of  the  emerging  countries  and  also  has  Latin  America's  biggest  stock  exchange:  BOVESPA,  the 
Sao  Paulo  Stock  Exchange.  BOVESPA  registers  more  than  50%  of  the  overall  value  traded  on  Latin  American  exchanges*  and 
offers  the  Bovespa  Index  -  Ibovespa,  the  Brazilian  stock  market's  major  indicator,  which  increased  by  53.2%  in  dollar  terms  in 
1996.  Besides  being  Latin  America's  biggest  exchange,  BOVESPA  provides  the  region's  widest  range  of  high-quality,  most 
reliable  products  and  services.  An  example  is  BOVESPA's  Custody  and  Settlement  Service  -  recognized  by  the  SEC  -  which 
accounts  for  more  than  90%  of  the  transactions  carried  out  in  the  Brazilian  stock  market. 


Sao  Paulo  Stock  Exchange 

3hone.:  5511-233-2000  Fax:  5511-233-2099 
ittp :  //www.  bovespa. com.br 
3.mail:bovespa@bovespa. com.br 


Bovespa 

The  best  way  for  you  to  invest  in  the  Brazilian  market. 


American  Century  Investment! 
P.O.  Box  419200 
Kansas  City,  MO  64141-6200 
www.  americancentury.  com 


American  Century 
International  Investing 


International  Growth  Funds 

1-Year 
Return 

5-Year 
Return 

Life  of  Fund 
(5/9/91) 

Momingstar 
Overall  Rating 

Twentieth  Century 
International  Growth 

18.0* 

12.7* 

13.6* 

★★★* 

Lipper  Category  Average 

(5/9/91-3/31/97) 

8.7* 

11.0* 

9.4* 

International  Small  Cap  Funds 

1-Year 
Return 

5-Year 
Return 

Life  of  Fund 
(4/1/94) 

Momingstar 
Overall  Rating 

Twentieth  Century 
International  Discovery 

29.3* 

18.8* 

★★★★★ 

Lipper  Category  Average 

(4/7/94-3/31/97) 

12.3* 

6.9* 

Average  Annual  Total  Returns  as  of  3/31/97.  The  Upper  measuring  period  of  4/7/94-3/31/97  is  the  closest  period 
of  comparison  to  International  Discovery  Life  of  Fund  from  4/1/94-3/31/97.  Momingstar  Ratings  as  of  4/30/97 
for  overall  performance  among  492  International  Growth  and  International  Small  Cap  Funds.  International 
Discovery  requires  a  $10,000  minimum  investment,  while  International  Growth's  minimum  is  only  $2,500. 


How  In  The  World  Do  You  Get 
Performance  Like  This? 

For  starters,  you  could  read  stacks  of  financial  publications 
from  all  over  the  globe.  On  top  of  that,  you  could  develop  a 
software  system  that  tracks  the  performance  of  companies 
worldwide.  Then,  you  could  hire  a  team  of  researchers  to 
analyze  the  data  and  identify  the  companies  showing  strong, 
sustainable  growth.  Finally,  you  could  get  on  a  plane  and 
pay  a  visit  to  the  companies  offering  the  best  opportunities. 
Or,  you  could  just  call  American  Century.  Our  international 
fund  managers  do  all  of  the  above,  and  more,  on  your  behalf. 
And,  as  this  chart  shows,  their  approach  seems  to  be  working. 
Of  course,  you  should  keep  in  mind  that  international 
investments  are  subject  to  special  risks,  such  as  currency 
fluctuation  or  economic  instability.  Find  out  more  about 
these  world-wise  investments.  Qf\f\  *5 /I  C  ^(Y^t 
Call  American  Century  today:  l"OUU"J4i)"ZUZl 


American 
CenturyJ 


Naturally,  past  performance  can't  guarantee  future  results.  Investment  return  and  the  value  of  your  principal  will  fluctuate,  and  the  final  value  of  your  investment  may  be  moil 
or  less  than  what  you  started  with.  Please  ask  for  a  prospectus  with  more  complete  information,  including  clmrges  and  expenses.  Be  sure  to  read  it  carefully  before  you  invest. 

Momingstar  proprietary  ratings  reflect  risk-adjusted  performance  as  of  4/30/97.  International  Growth  has  four  star  ratings  for  its  one-year  out  of  961  funds,  three-year  otl 
of  492  funds  ana  five-year  out  of  223  funds.  International  Discovery  has  five  star  ratings  for  its  one-year  out  of  961  funds  and  three-year  out  of  492  funds.  Vie  overall  ratinA 
which  may  change  monthly,  is  calculated  from  the  fund's  three-,  five-  and  ten-year  (when  available)  average  annual  total  returns  in  excess  of  90-day  Treasury  bill  returtt 
with  the  appropriate  fee  adjustments  and  a  risk  factor  that  reflects  fund  performance  below  90-day  Treasury  bill  returns.  The  one-year  rating  is  calculated  using  the  sattl 
methodology  but  is  not  a  component  of  the  overall  rating.  Ten  percent  of  the  funds  in  an  investment  category  receive  five  stars  and  the  next  22.5%  receive  four  stars.  The\\ 
figures  are  for  investor  class  shares.  Other  share  classes  are  available.  Please  consult  a  prospectus.  Tile  figures  represent  past  performance  and  assume  all  dividends  weA 
reinvested,  tipper  Analytical  Service  rankings  are  based  on  total  returns  with  all  dividends  reinvested.  Lipper  International  Small  Company  Fund  category  is  a  group  offunll 
that  invest  at  least  65%  of  their  assets  in  equity  securities  of  non-United  States  companies  with  market  capitalization  less  than  $1  billion  U'.S.  and  is  not  available  for  purchasl 
©  1997  American  Century  Services  Corporation,  American  Century  Investment  Services,  Inc. 


iviunci  a  inucoimcmo 


THE  FORBES/BARRA  WALL  STREET  REVIEW 


BY  JOHN  H.  CHRISTY 


Even  as  the  Dow  approaches  7800, 
you  can  still  find  cheap  stocks,  says 
Ronald  Muhlenkamp,  manager  of  the 
$75  million  Muhlenkamp  Fund.  It  has 
a  16.8%  annual  compound  return  for 
the  past  five  years,  compared  to  the 
s&P  500's  16.3%. 

Muhlenkamp  looks  for  high  return 
on  equity  and  low  earnings  multiples. 
JLG  Industries  (JLG,  15),  a  maker  of 
hydraulic -lift  platforms,  for  example. 
Momentum  players  dumped  jlg  when 
it  warned  of  disappointing  profits,  jlg 
is  off  47%  from  its  May  1996  high  and 
sells  for  13  times  trailing  earnings. 
Another  pick:  Green  Tree  Financial 
(gnt,  36),  selling  for  12  times  1997 
estimated  earnings.  It  finances  manu- 
factured housing;  Muhlenkamp  says  it 
has  been  unfairly  associated  with  Mer- 
cury Finance  and  other  ailing  sub- 
prime  lenders  who  finance  used  cars. 


Special  focus 


Stock  prices  of  trendy  food  and  beverage 
chains  like  Boston  Chicken  (15nA<,)  and 
Starbucks  (35'Ms)  have  been  on  a  wild 
ride  lately.  The  eight  eateries  below  might 
cause  less  stomach-churning.  They  sell  for 
between  10  and  12  times  estimated  1997 
earnings — a  sharp  discount  from  the 
overall  market — and  are  expected  to  have 
an  average  earnings  gain  of  18%  in  1997. 


Contrarian  feast 


Company 

Recent 
price 

1997 
est  P/E 

Buffets 

8'/4 

12 

DavCo  Restaurants 

105/8 

11 

Garden  Fresh  Restaurant 

103/4 

12 

Krystal 

&A 

12 

Lone  Star  Steakhouse 

23 

11 

Max  &  Erma's  Restaurants 

63/8 

10 

Ryan's  Family  Steak  House 

93/8 

11 

Timber  Lodge  Steakhouse 

33/4 

10 

Sources:  IBES  Express:  Market  Guide  via  OneSource 
Information  Services. 

The  overall  market 


The  Barra  All-US  price  index  as  of  6/1 3/97 


12-month  closeup 


Closeup  on  the  markets 


The  best  and  worst  performing  industry  factors8 


%  change  from 

Index  or  investment 

 2-week  change  

1  year  ago    S-year  high 

Barra  All-US  index 

4.4% 

25.8 

% 

0.0% 

S&P/Barra  Growth  index1 

5.5 

38.4 

0.0 

S&P/Barra  Value  index-' 

5.1 

29.8 

0.0 

Dow  Jones  industrials 

6.2 

|  37.7 

0.0 

S&P  500 

5.3 

34.2 

0.0 

NYSE 

5.3 

30.2 

0.0 

Nasdaq 

1.6 

17.3 

0.0 

PSE  Tech  100 3 

-0.3 

30.7 

-2.5 

EAFE" 

3.8 

10.9 

0.0 

CRB  futures  index5  6 

-2.6 

-4.9 

-6.6 

Gold  (Comex  spot) 

-1.1 

■ 

-12.7 

-17.9 

Yen6  (per  $US) 

-1.3 

■ 

6.4 

-10.4 

Oil  (W  Texas  Intermediate) 

-9.8 

-12.9 

-29.2 

The  best  and  worst  performing  stocks 

Best 

Price 

2-week 
change 

1997 
EPS' 

Worst 

2-week 
Price  change 

1997 
EPS' 

Cablevision  Systems 

495/8 

52%  < 

E-16.74 

Integrated  Device  Tech 

10 

-29% 

$0.42 

Arkansas  Best 

83/8 

44 

0.42 

Xylan 

143/4 

-29 

0.50 

Catalytica 

11  Vl 

44 

-0.15 

Cabletron  Systems 

31  3/4 

-28 

1.69 

Northland  Cranberries 

18  3/4 

44 

0.23 

APS  Holding 

7  3/8 

-26 

0.91 

NeXstar  Pharmaceuticals 

15  Va 

40 

-0.60 

Ascend  Communications 

41  3/8 

-26 

1.58 

Best 

2-week 
change 

Change 
since 
12/31/96 

Worst 

2-week 
change 

Change 
since 
12/31/96 

Real  estate 

11.5% 

28.0% 

Photographic,  optical 

-3.6% 

-1.9% 

Financial  services 

9.7 

32.3 

Electronics 

-0.5 

14.9 

Life  insurance 

8.8 

29.1 

Motor  vehicles 

-0.4 

2.7 

Cosmetics 

8.6 

30.6 

Air  transport 

-0.1 

24.6 

Thrifts 

7.6 

41.3 

Pollution  control 

-0.1 

Ol^f 

Note:  Data  for  period  ending  6/13/97.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  U.S.  common  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  traded  on 
U.S.  markets.  ADRs,  REITs  and  closed-end  funds  are  excluded.  'Total  return  of  more  than  150  large-capitalization  stocks  that  have  high  historical  earnings  growth  and  have  predicted  above-average  earnings 
growth.  2Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  3A  price-weighted  index  of  100  widely  followed  U.S. 
technology  stocks.  Base  value  12/31/82  =  50  (adjusted).  'A  dollar-denominated  capitalization-weighted  index  of  more  than  1,100  foreign  stocks.  Source:  Morgan  Stanley  Capital  International.  5lndex  of  21 
commodity  futures.  6Source:  Bridge-Commodity  Research  Bureau.  'Estimate.  Source:  IBES  Express.  8Shows  return  after  controlling  for  other  influences,  including  company  size,  value  and  growth  characteristics. 
Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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COMMODITIES  REVIEW 


CRB  spot  indexes 


CRB  futures  indexes 


360 


Raw  indusii  ia!s 


225 


1993 


1994 


1995 


1996 


1997 


BY  RONALD  BOONE  JR. 


The  Commodity  Research  Bureau  futures  index  of  17 
commodities  has  climbed  a  modest  2%  since  the  start  of 
the  year.  For  now,  commodities  prices  confirm  that  a 
resurgence  of  inflation  is  probably  not  at  hand.  With  the 
exception  of  platinum  (see  lower  left),  precious  metals  are 
in  a  downtrend.  The  spot  price  of  gold  is  7%  below  its 
price  at  the  start  of  the  year.  Prices  of  nonprecious  metals 
have  also  been  soft.  One  exception  is  copper,  where  the 
recently  settled  strike  at  Chile's  Escondida  facility,  the 
world's  largest  copper  mine,  has  pushed  up  September 
copper  futures  11%  above  their  level  three  months  ago. 
Energy  prices  are  also  soft.  The  price  of  a  barrel  of 


310 


Precious  metals 


1993 


1994 


1995 


1996  1997 


J 


crude  oil,  $18.68  for  the  benchmark  West  Texas  Inter- 
mediate, is  down  almost  28%  since  December  and  is  7% 
lower  than  one  year  ago.  Thanks  to  mild  weather,  the 
price  of  1  million  Btus  of  natural  gas  is  1 8%  lower  than  it 
was  at  the  start  of  the  year.  But  gas  inventories  are  quite 
low — April  inventories  were  the  third  lowest  since  1976 — 
which  means  that  prices  could  spike  upward  if  next  winter 
is  colder  than  normal. 

Another  area  to  watch:  agricultural  commodities. 
Grains,  corn  and  cotton  make  up  24%  of  the  CRB  Futures 
Index.  "Given  the  low  carryover  stocks,  if  there  are  any 
weather  problems  in  the  Midwest  later  this  summer  or  in 
the  fall,  they  will  quickly  show  up  in  the  CRB  index," 
warns  Bear,  Stearns  futures  analyst  William  Byers. 


Commodity  spotlight 


CRB  cash  and  futures  prices 


October  platinum  futures  (dollars  per  ounce) 

440 

420  v  . 
400 
380 
360 


8/96 


12/96 


6/97 


Spot  indexes 

Futures  indexes 

Index5 

Value 

3-mo  change 

Index5 

Value 

3-mo  change 

All  commodities 

294.00 

-2% 

CRB  index 

244.63 

-1% 

Raw  industrials 

338.01 

-1 

Precious  metals 

256.92 

-2 

Foodstuffs 

240.16 

Grains 

220.33 

-8  1 

Metals 

314.80 

i 

Industrials 

266.82 

-2 

Textiles 

269.07 

-3 

Livestock  &  meats 

268.31 

3  ^ 

Spot  prices 

Futures  prices 

Commodity 

Price 

3-mo  change 

Commodity 

Price 

3-mo  change 

Copper  scrap  (pound) 

$0.97 

7% 

Sept  Chi  wheat  (bushel) 

$3.74 

0% 

Corn  (bushel) 

2.86 

Sept  copper  (pound) 

1.16 

11 

Print  cloth  (square  yard) 

0.91 

1 

Oct  cotton  (pound) 

0.74 

-5 

Soybean  oil  (pound) 

0.23 

-4 

Oct  crude  oil  (barrel) 

19.38 

-4  j 

Steel  scrap  (short  ton) 

134.50 

-4 

Oct  platinum  (troy  oz) 

413.90 

6  1 

Platinum  is  mainly  used  in  jewelry 
and  auto  catalytic  converters.  De- 
mand for  this  precious  metal  is  grow- 
ing: Since  the  start  of  1997  spot  plat- 
inum is  up  22%,  to  $452  an  ounce. 
But  October's  contract  recently  set- 
tled at  $414.  Reason:  Manufacturers 
and  traders  are  betting  that  by  early 
fall  Russia,  the  world's  second-largest 
producer,  will  boost  its  shipments. 


Note:  All  prices  as  of  6/10/97.  'Composed  of  13  raw  industrial  commodities.  Composed  of  the  13  raw  industrial  commodities  plus  10  foodstuffs.  3Gold,  platinum  and  silver. 
4Composed  of  17  commodities.  5Base  for  spot  and  futures  indexes  (1967=100).  Source:  Bridge-Commodity  Research  Bureau. 
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STOP  BROWSING.  START  GETTING  STUFF  DONE. 
INTRODUCING  THE  FORBES  DIGITAL  TOOL. 


yvw.forbes  .COm.  Forbes  gives  the  web  what  it's  been  missing.  The  Forbes  Digital  Tool  is  a  new  interactive  site 
delivers  daily  business  and  investment  information  that  takes  the  web  beyond  static  text  and  data.  It  lets  you  dig  deeper  into 
bases.  It  offers  calculators  and  proprietary  on-line  tools  for  business.  And  it's  the  only  website  with  the  incisive  Forbes  edge. 
>es  Digital  Tool.  To  get  on  the  business  end  of  the  net,  interact  with  Miguel  Raurell  via  e-mail:  miguel@forbes.com. 
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MONEY  &  INVESTMENTS 


STREETWALKER 


BY  CAROLINE  WAXLER 


Tequila  sunrise 

The  Americas  Income 
Trust  fund  (xus),  a  closed- 
end  bond  fund  trading  at  a  15%  dis- 
count to  net  asset  value,  is  back  from 
the  dead.  Heavy  exposure  to  the 
peso  in  1994 — 32%  of  its  portfolio 
was  invested  in  Mexico — torpedoed 
returns.  The  managers,  Piper  Capi- 
tal, had  to  dip  into  the  fund's  capital 
24  times  since  September  1994  to 
pay  its  dividend. 

Buy  it.  Salomon  Brothers  came  on 
board  as  advisers  of  the  fund  in  May 
1996.  The  firm  dumped  the  peso 
position  and  went  into  emerging 
markets  and  mortgage  debt.  Now 
32%  of  its  portfolio  is  in  emerging 
market  junk,  and  52%  is  in  grade-A 
or  higher  domestic  and  Canadian 
debt  securities.  The  fund's  largest 
emerging  market  positions  are  in 
Argentinean,  Brazilian  and  Pana- 
manian paper. 


James  Craig,  a  portfolio  manager, 
wanted  to  transfer  into  emerging 
markets  credits  because  they  were 
undervalued.  Familiar  territory: 
Salomon  Brothers  manages 
seven  other  closed-end  emerging 
market  funds. 

Good  move.  Emerging  market 
paper  has  rallied,  narrowing  its  aver- 
age spread  over  Treasurys  from 
740  basis  points,  when  Salomon 
took  over,  to  a  recent  410.  Craig 
thinks  spreads  will  narrow  further 
and  is  increasing  the  fund's 
exposure  to  Peru. 

As  of  last  September  xus  divi- 
dends are  not  paid  out  of  capital;  the 
portfolio  has  a  current  yield  of  8%. 
But  xus'  discount  to  nav  remains 
high — twice  that  of  comparable 
emerging  market  bond  funds.  Buy  it 
before  the  discount  contracts;  total 
returns  could  be  20%,  annualized. 

-Dolly  Setton  wm 


Zip  zapped? 

Is  Iomega  about  to  make 
^     another  run  for  the  stars? 
Shares  of  this  $1.2  billion  (1996 
sales)  manufacturer  and  seller  of 
computer  disk  storage  systems  are 
up  18%  this  year,  to  a  recent  20%. 
Bulls  predict  another  moon  shot  for 
the  stock,  like  the  one  in  1996  that 


took  it  from  9  to  55. 

Streetwalker  thinks  not.  The 
NYSE-listed  stock,  a  favorite  in  Inter- 
net chat  rooms,  looks  vulnerable. 


Company  is  facing  increased 
competition  and  slower  PC  sales 

Iomega's  main  product — 
the  Zip  drive,  which  stores 
data  for  a  mass  market 
audience,  hasn't  had 
much  serious  competi- 
tion. Until  now.  A  con- 
tender, the  LS-120 
drive,  is  ramping  up — a 
bit  slower  than  expected — 
and  is  backed  by  a  powerful 
consortium  including  Compaq, 
mke,  a  Matsushita  subsidiary,  Ima- 
tion  and  OR  Technology.  Though 
LS-120  is  more  expensive  than  Zip, 
the  product  has  more  storage  capac- 
ity and  is  compatible  with  conven- 
tional floppy  disks.  Iomega  thought 
floppies  were  on  the  road  to  obso- 
lescence, but  4  billion  were  shipped 
last  year.  In  the  race  to  convince 
original  equipment  makers  what  to 
install  in  their  laptops,  even  Iomega 
fans  concede  LS-120  may  have  an 
advantage  because  of  its  backers. 
PS.:  The  LS-120  installed  in  laptops 
is  smaller  and  withstands  heat  better 
in  high-end  models  than  the  Zip. 

Iomega's  Jaz  product,  a  high- 
capacity  drive  targeted  to  profes- 


sionals, has  got  the  industry  talking 
because  of  reliability  problems.  A 
large  Japanese  electronic-keyboard 
maker  that  had  been  installing  Jaz  in 
its  machines,  Roland  Corp.,  stopped 
using  the  drive  last  year.  And  in 
April  Iomega  had  to  recall  75,000 
cartridges  for  kinks;  analysts  reduced 
quarterly  earnings  estimates  by  10%. 

Iomega's  p/e  multiple  of  23 
looks  rich  given  all  this.  One  money 
manager  thinks  these  shares  should 
trade  at  around  10.  If  you  want  to 
short  it,  shares  are  borrowable. 
Since  the  stock  moved  off  Nasdaq,  a 
short  squeeze  is  less  of  a  threat. 

No  pain,  big  gain 

Some  45  million  people  in 
the  U.S.  suffer  from  peri- 
odontal disease.  But  only  7  million 
get  regular  treatment,  in  part 
because  it's  so  painful.  A  tiny  devel- 
opment company  called  Atrix  Labo- 
ratories, Inc.  (Nasdaq:  atrx)  is  out 
to  solve  that  problem. 
At  a  recent  9%,  Atrix  shares  are 
down  34%  since  February. 
Not  cheap — the  $12  mil- 
lion (estimated  1997 
sales)  company  has 

L<<  ^/a\  Yet  to  make  a 

dime — but  to 
one  money 
man,  they're 
worth  a  bet. 
David  Eidel- 
man,  portfolio 
manager  at  Eidel- 
man,  Finger,  Harris  & 
Co.  in  St.  Louis,  thinks  the  stock 
will  hit  25  within  a  year. 

Fruits  of  Atrix's  periodontal 
labors  should  appear  in  1998.  That's 
when — pending  fda  okay — its  prod- 
uct, Atridox,  should  hit  the  market. 
A  liquid  that  hardens  into  a  solid 
implant  and  releases  an  antibiotic 
over  time,  it  is  placed  with  a  syringe. 
Block  Drug  Co.  has  agreed  to 
market  Atridox  here  and  in  Europe. 

Atrix's  technology  may  have  other 
uses:  It's  developing  a  system  to 
deliver  one  of  Gensia's  cancer  drugs. 

Eidelman  thinks  Atrix  can  earn  45 
cents  a  share  in  1998.  The  Street 
has  overlooked  the  stock,  but  one 
institutional  investor's  convinced: 
Lutheran  Brotherhood  owns  5%. 
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Clubbed 

COASTCAST  CORP.  (PAR),  a 

$148  million  (1996  sales) 
leading  manufacturer  of  stainless 
steel  and  titanium  golf  club  heads, 
should  be  on  a  roll.  But  this  early 
beneficiary  of  the  golf  craze  is  deep 
in  the  rough.  The  NYSE  stock,  at  a 
recent  12!4,  has  lost  more  than  50% 
of  its  value  since  last  summer.  Rea- 
sons: gross  margins  of  23%  are  esti- 
mated to  drop  to  18%  in  1997,  and 
sales  may  fall  11%. 

The  stock  could  sink  further.  Last 
year  Coastcast  erred  when  it  reject- 


ed an  offer  from  Callaway  Golf,  one 
of  the  largest  buyers  of  golf  club 
heads,  to  be  its  exclusive  supplier, 
thinking  it  could  do  better  playing 
the  field.  Now  the  market  is  flooded 
with  titanium  manufacturing  capaci- 
ty, margins  are  squeezed  and  some 
Coastcast  customers  are  scaling  back 
orders.  Cobra's  titanium  driver  sales 
have  disappointed.  Startup  costs  to 
produce  Tommy  Armour's  titanium 
irons  were  higher  than  planned. 
Some  golfers  say  the  short  irons 

:  don't  produce  sufficient  backspin. 
Callaway,  meanwhile,  has  shifted 

I  some  orders  to  another,  less  expen- 

j  sive  manufacturer,  Cast  Alloys. 

;  Coastcast  still  supplies  several  types 
of  club  heads  to  Callaway,  but  parts 
of  this  business  could  slip  away.  Cal- 

1  laway  favors  lowest- cost  producers. 
Analysts  have  cut  Coastcast's 

i  earnings  estimates  three  times  in 

!  eight  months;  this  year's  estimate  is 
less  than  half  the  original  number. 

'  Should  Callaway  cut  its  business 

I  with  Coastcast  or  if  sales  of  its  other 
titanium  club  heads  continue  to 
falter,  the  stock  could  drop  to  9,  a 
27%  decline.  If  you  want  to  short  it, 

;  shares  are  borrowable.  Hi 
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money  market  fund. 

Our  yield  currently  ranks  #1  of  232  general  money  market  funds 
according  to  IBC  Financial  Data  for  the  7-day  period  ended  5/27/97. 
So,  for  a  highly  competitive  return  from  a  money  market  fund  keenly 
focused  on  holding  expenses  to  a  minimum,  follow  the  smart  money 
to  Zurich  YieldWise.  You  can  also  rest  easy,  knowing  your  money  is 
being  managed  by  Chicago-based  Zurich  Kemper  Investments,  who 
helped  pioneer  money  market  funds  over  20  years  ago. 

100%  No-Load  •  $25,000  minimum 

For  the  current  yield  and  a  free  YieldWise  Fact  Kit  with  prospectus, 
call  toll  free  1-888-523-4144  ext.  331. 


Yield  shown  is  the  average  annualized  net  investment  income  per  share.  The  advisor  is  waiving 
management  fees  of  .50%  and  absorbing  expenses  of  .13%.  Otherwise,  the  yields  would  have 
been  5.38%  and  5.21%  respectively.  Money  funds  are  neither  insured  nor  guaranteed  by  the  U.S. 
Government.  There  is  no  assurance  that  a  fund  will  maintain  a  $1  share  value.  Yield  fluctuates.  Past 
performance  is  no  guarantee  of  future  results.  For  more  complete  information,  including  management 
fees  and  expenses,  call  Zurich  Kemper  Distributors,  Inc.  at  the  number  below  for  a  free  prospectus 
kit.  Please  read  it  carefully  before  you  invest  or  send  money.  1030310 


1-888-523-4144  ext.  331 
www.zurichfunds.com/yieldwise 

125  years  of  history,  managing 
over  $150  billion  globally. 
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"When 
Merrill  Lynch 
and  Smith  Barney 
ask  why  you're 
leaving,  show 
them  this." 


Leslie  C.  Quick,  Jr. 

Chairman/CEO  Quick  &  Reilly  Group 


Lower  commissions,  unbiased  information, 
a  choice  of  mutual  funds  and  more. 


Commissions 

100sh 

500sh 

1000sh 

@  $10 

@  $15 

@  $20 

Merrill  Lynch 

$50.00 

$174.00 

$374.00 

Smith  Barney 

50.00 

150.00 

400.00 

Charles  Schwab 

47.00 

101.50 

144.00 

Fidelity 

46.50 

101.00 

143.50 

Quick  &  Reilly 

37.50 

77.75 

109.00 

'Telephone  survey  1/97.  Minimum  commission  $37.50.  Services  vary  by  firm. 
Touch-tone  discount  off  published  rate  schedules.  Member  SIPC. 

Save  up  to  73%  over  Merrill  Lynch  and 
Smith  Barney  and  up  to  33%  over  Schwab 
and  Fidelity.*  Plus  an  extra  10%  when  you 
trade  on-line  with  QuickWaySM  Plus  or 
with  Easy  Trade™  our  touch-tone  telephone 
trading  service. 


•Over  2,000  mutual  funds — load  and 
no-load  —  with  unbiased  information  on 
every  one. 

•24-hour  access  to  your  account  by  PC 

or  telephone. 

•Retirement  investments,  including  no-fee- 
for-life  IRAs." 


Investor  Research  and  Savings  Package 


Get  3  S&P  Stock  Reports  on  the  companies 
of  your  choice,  the  S&P  Stock  Guide,  2 
exclusive  studies  and  Microsoft  Money:  A 
$90  value,  free  when  you  open  an  account." 


QUICK  REILLY 

^MEMBER  NEW  YORK  STOCK  EXCHANGE 

Where  Independent  Investors  Do  Better.  Every  Day. 

Over  116  offices  nationwide. 


•'Minimum  initial  IRA  balance  $10,000  or  $2,000  deposit  annually  QuickWay  and  Easy  Trade  are  service  marks  ol  Quick  &  Reilly  'For  Windows  '97  "New  accounts  only  Microsoft  is  a  registeredtrademark  ol  Microsoft  Corp. 


C  a  II    1    8  0  0    2  3  4  -  8  8  2  5    Ext.  1389 

On-line  http://www.quick-reilly.com 
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THE  CONTRARIAN 

A  time  to  be 
skeptical 


BY  DAVID  DREMAN 


David  Dreman  is  chair- 
man of  Dreman  Value 
Advisors,  Investment 
Counsel,  New  Jersey, 
and  author  of  The  New 
Contrarian  Investment 
Strategy. 


Since  B.C.  Forbes  put  out  the  first  issue  in 
1917,  this  magazine  has  tended  to  cock  an 
eyebrow  when  a  financial  or  economic  expert 
made  a  too-bold  forecast.  And  with  good 
reason.  The  history  of  markets  is  littered  with 
major  predictions  wildly  off  the  mark. 

Take  the  statement  of  the  managing  direc- 
tor of  the  International  Monetary  Fund  in 
1959:  "In  all  likelihood,"  he  said  emphatical- 
ly, "inflation  is  over."  We  proceeded  to  have 
the  worst  inflation  in  our  history. 

At  a  time  like  this,  when  the  averages  seem 
to  break  new  high  ground  almost  daily,  it 
makes  sense  to  remind  readers  how  vainglori- 
ous is  the  pretense  of  seeing  into  the  future. 
Right  now  the  seers  are  carefully  studying  the 
modern  Oracle  of  Delphi — Alan  Greenspan 
and  the  Fed.  This  semimystical  body  is 
believed  to  know  better  than  any  mortal  where 
the  economy  is  headed.  A  smile  or  a  glower 
from  the  oracle  is  worth  a  hundred  points  on 
the  Dow.  As  long  as  Alan  doesn't  sound  dys- 
peptic, there's  nothing  to  worry  about. 

How  good  have  he  and  other  Fed  forecast- 
ers been  in  the  past? 

Not  very. 

There  keeps  coming  to  my  mind 
memories  of  Irving  Fisher 
and  his  "permanent  plateau"  of 
prosperity  in  1929. 


In  1990,  with  a  recession  under  way  since 
that  summer,  Greenspan  told  Congress  that 
"the  likelihood  of  a  recession  seems  low." 

Previous  oracles  have  also  had  trouble  with 
the  tea  leaves.  In  the  recessions  beginning  in 
1977  and  1980,  the  Fed  actually  raised  inter- 
est rates  as  business  began  to  fall,  believing 
the  economy  was  expanding  too  rapidly.  The 
Fed  hiked  the  discount  rate  two  months 
before  the  1980-81  recession  began. 

Alas,  Alan  is  only  human  and  the  Fed  is 
made  up  of  humans  who  read  the  same  eco- 
nomic entrails  as  the  rest  of  us.  True,  the  Fed 
receives  the  thousands  of  rapidly  changing 


and  contradictory  indicators  a  week  or  two 
before  the  rest  of  us  do,  but  I  am  not  sure 
that  is  much  of  an  advantage. 

The  bottom  line:  If  you  feel  strongly  enough 
you  need  not  feel  awed  at  disagreeing  with  this 
great  oracle.  Right  now  I  disagree  with  him. 

The  current  readings  of  his  mood  are 
benign.  Experts  are  talking  of  a  dream  econo- 
my— continued  moderate  expansion  with  little 
inflation.  This  is  what  the  Fed  sees  and  this  is 
what  keeps  the  stock  market  rising,  rising, 
rising.  There  keeps  coming  to  my  mind  mem- 
ories of  Irving  Fisher  and  his  "permanent 
plateau"  of  prosperity  in  1929.  Contrary  to 
the  prevailing  wisdom,  I  see  higher  inflation 
followed  by  rising  interest  rates  ahead.  Unless, 
of  course,  the  basic  principles  of  economics 
have  changed,  and  I  don't  think  they  have. 

Oil  and  commodity  prices  have  declined  on 
an  inflation-adjusted  basis  for  well  over  15 
years.  This  will  not  last  indefinitely.  The 
lowest  unemployment  levels  in  nearly  two 
decades,  coupled  with  capacity  pushing  its 
limits,  must  pressure  prices. 

Runaway  inflation?  No.  But  don't  buy  the 
perpetual  sunshine  story  either.  Somewhat 
higher  levels  of  inflation  seem  inevitable.  The 
Fed — as  always — will  react.  And  markets — as 
always — will  be  impacted. 

In  plain  English  the  stock  market  is  heading 
for  trouble.  How  soon,  and  how  steep,  I  leave 
to  the  oracles. 

Don't  rush  to  sell  everything.  Market 
timers  almost  never  make  money.  Sell  your 
speculative  stocks  but  stay  with  value.  Be  slow 
in  putting  new  cash  to  work.  Here  are  some 
stocks  I  would  buy  after  a  reaction: 

Capital  One  Financial  (cof),  a  major  credit 
card  operation,  will  report  flat  earnings  for  the 
June  quarter,  but  earnings  should  improve  in 
the  following  quarters.  Down  25%  from  its 
recent  high,  at  its  current  price  of  33  it  trades 
at  a  p/e  of  14  and  yields  1%. 

Compaq  Computer  (109 ,  CPQ)  ran  up 
almost  44%  in  recent  months,  and  is  likely  to 
come  down  hard  when  the  technology  bubble 
pops.  When  it  does,  buy  it.  The  stock  repre- 
sents value  if  it  can  be  picked  off  under  80. 
CPQ  now  trades  at  a  p/e  of  20. 

pnc  (44,  pnc),  Pittsburgh,  Pa. -based  bank 
holding  company.  Earnings  should  rise  1 0%  in 
1997.  Trades  at  a  p/e  of  14  and  yields  3.4%. 

Signet  Bank  (35,  sbk)  is  a  Virginia- based 
regional  bank  holding  company.  Trades  at  a 
p/e  of  17  and  yields  2.4%. 

Student  Loan  Marketing  (134,  SLM)  origi- 
nates federal  guaranteed  student  loans.  Trades 
at  a  p/e  of  17  and  yields  1.3%. 

If  you  own  any  of  these,  hold  them.  If  you  don't 
own  them,  wait  for  lower  prices.  5H8 
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Why  do  three-month  Treasury  bills  yield 
just  4.97%  on  a  bond-equivalent  basis,  while 
the  overnight  federal  funds  rate  stands  at 
5.5%?  And  why  should  three-month  Euro- 
dollar deposits  yield  5.81%,  84  basis  points 
more  than  three-month  bills,  the  widest  dif- 
ferential on  record? 

The  answer,  in  my  view,  is  rather  ominous. 
It  explains  why  the  Federal  Open  Market 
Committee  is  likely  to  boost  short-term  inter- 
est rates  at  its  Aug.  20  meeting. 

Because  U.S.  inflation  is  low  and  inflation 
risk  is  virtually  nil,  many  investors  are  com- 
placent. The  annual  report  of  the  Bank  for 
International  Settlements,  released  lune  11,  is 
additional  cause  for  nervousness.  It  makes 
clear  that  Fed  Chairman  Greenspan's  repeat- 
ed warnings  about  "irrational  exuberance" 
reflect  deep  concern  about  a  market  bubble 
in  the  making. 

What  should  investors  do?  Obviously,  a  hike 
in  short-term  rates  would  be  a  heavy  blow  to 
the  stock  market.  If  you  think  I  am  right,  you 
might  want  to  take  some  profits  and  increase 
your  cash  holdings.  You  certainly  would  not 
follow  the  market  up  as  it  approaches  8000  on 
the  Dow  industrials. 

What  about  bonds?  The  situation  in  bonds 
is  much  more  complicated.  A  Fed  hike  in 
short-term  rates  is  not  necessarily  bad  news 
for  the  bond  market.  Hiking  short-term  rates 
probably  won't  affect  long  rates  much.  Long- 
term  bonds  might  even  improve.  What  I  fore- 
see is  simply  a  flatter  yield  curve,  not  a  general 
lifting  of  the  curve.  To  profit  from  this  in  the 
bond  market,  I  would  sell  September  Euro- 
dollar or  Treasury  bill  futures. 

Here's  one  of  the  things  that  worry  me. 
According  to  the  Bank  for  International  Set- 
tlements, the  Swiss- based  central  bank  for 
central  banks,  huge  capital  inflows  into 
developing  countries  are  distorting  global 
money  markets.  The  influx  is  swelling  the 
reserves  of  developing  nations'  central 
banks.  These  central  banks  reinvest  these 
capital  inflows  in  U.S.  Treasury  securities  in 
such  great  volume  that  the  U.S.  financed  its 
current  accounts  deficit  last  year  through 
official  inflows. 

Ironic,  isn't  it?  The  flow  of  money  into 


developing  markets  has  benefited  the  U.S. 
Treasury  and  helped  keep  U.S.  interest  rates 
down.  By  this  mechanism  the  foreign 
exchange  value  of  the  U.S.  dollar  rises,  over- 
valuing it  against  the  yen  and  German  mark. 

It  works  like  this.  Say  you  have  funds  in  a 
U.S.  money  market  account,  invested  in 
short-term  dollar  instruments  such  as 
Eurodollar  deposits.  You  withdraw  the  funds 
and  buy  28 -day  Mexican  peso  instruments, 
now  yielding  over  20%.  The  Mexican  central 
bank  buys  your  dollars  and  sells  you  newly 
created  pesos  and  reinvests  the  dollars  into 
Treasury  bills.  The  money  takes  a  round-trip. 

Unlike  your  money  market  fund,  which  can 
buy  any  high-grade,  short-term  instrument  it 
pleases,  the  Mexican  central  bank — like  most 
central  banks — keeps  all  of  its  dollar  short- 
term  deposits  in  Treasury  bills. 

Thailand's  recent  experience  is  a  case  in 
point.  The  local  property  bubble  created  a 
crisis  of  confidence  in  the  financial  sector, 
leading  to  a  run  against  the  baht.  After  the 
Bank  of  Thailand  jacked  short-term  interest 
rates  to  over  55%,  the  run  against  the  Thai 
currency  turned  into  a  panic  back  into  short- 
term  Thai  assets. 

A  vicious  circle  is  pulling  yield-hun- 
gry investors  into  the  emerging  mar- 
kets while  artificially  reducing  the 
cost  of  short-term  money  in  the  U.S. 


In  short,  a  vicious  circle  is  pulling  yield- 
hungry  investors  into  the  emerging  markets 
while  artificially  reducing  the  cost  of  short- 
term  money  in  the  U.S. 

Any  number  of  events,  such  as  a  financial 
crisis  in  a  major  emerging  financial  market, 
might  lead  to  a  sharp  reversal  of  these  capital 
inflows.  "The  fact  that  banking  systems  in 
many  of  these  countries  are  quite  fragile  is 
clearly  another  source  of  uncertainty  about 
the  macroeconomic  outlook,"  the  bis  says. 

If  money  were  to  panic  out  of  emerging 
markets,  say,  their  central  banks  would  have 
to  sell  short-term  U.S.  Treasury  securities, 
and  this  would  cause  higher  short-term  rates 
in  the  U.S. 

"Part  of  the  explanation  for  the  recent  gains 
in  asset  values  may  be  an  increased  appetite 
for  risk,  which  might  easily  be  reversed,"  the 
BIS  report  warned. 

In  the  complex  world  of  international 
finance,  all  these  markets,  domestic  and  foreign, 
bond  and  stock,  are  interrelated  in  complex 
ways  not  always  apparent  to  most  people.  I 
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"What  Do  Money 
Managers  Do?,"  a 
Harvard  University 
working  paper  by 
losef  Lakonishok  of 
he  University  of  Illinois, 
Harvard  University's 
Andrei  Shleifer  and 
Jniversity  of  Chicago's 
■Robert  Vishny. 


Listen  to  Arnold  Wood,  president  of  Mar- 
tingale Asset  Management:  "Last  year  we 
came  across  one  large  pension  fund  that 
intended  to  employ  seven  growth  managers 
and  seven  value  managers.  Upon  analyzing 
this  fund,  however,  we  discovered  that  in  fact 
it  employed  13  growth  managers  and  only  1 
value  manager." 

This  is  an  old  problem — investment  man- 
agers who  switch  styles  in  midaction.  Wood 
issued  his  complaint  at  the  just-completed 
Harvard  Congress  on  the  Psychology  of 
Money  Many  other  speakers  at  this  confer- 
ence echoed  Wood's  experience:  This  style 
drift  from  value  to  growth  poses  a  puzzle. 
Why  do  investors,  professional  money  man- 
agers among  them,  tend  to  run  in  herds?  Why 
are  they  so  quick  to  abandon  cherished  con- 
victions at  the  first  sign  of  trouble?  Why  do 
they  not  stick  to  their  guns? 

The  majority  of  the  so-called 
value  managers  now  maintain 
portfolios  that  are  close  to 
halfway  between  the  extremes 
of  value  and  growth. 


This  is  where  psychology'  can  help  finance, 
and  this  is  what  that  Harvard  meeting  was  all 
about:  behavioral  finance,  the  discipline  that 
attempts  to  integrate  psychology  and  finance. 

Today  Wall  Street  is  in  the  grip  of  a 
growth-stock  frenzy.  According  to  a  dramatic 
new  study1  the  holdings  of  a  lot  of  value 
managers  don't  differ  by  much  from  the 
holdings  of  growth  managers.  The  majority 
of  the  so-called  value  managers  now  maintain 
portfolios  that  are  close  to  halfway  between 
the  extremes  of  value  and  growth. 

Have  you  invested  in  a  value  fund  that  has 
quietly  converted  itself  into  a  growth  stock 
fund?  To  find  out,  analyze  the  portfolio.  For 


example,  compare  its  average  book-to-market 
or  p/e  with  that  of  the  Russell  1000  Value 
index  (currently  2.53  and  16.6,  respectively). 
Are  your  fund's  ratios  significantly  above  these 
levels?  If  so,  you  will  be  right  to  wonder 
whether  you  truly  have  a  value  portfolio. 

How  about  market  letters?  The  top-per- 
forming value-oriented  letter  followed  by 
the  Hulbert  Financial  Digest  is  Turnaround 
Letter,  edited  by  George  Putnam,  who  spoke 
at  the  Harvard  conference.  Putnam  focuses 
on  companies  that  are  emerging  from  bank- 
ruptcy or  other  forms  of  financial  distress. 
Almost  by  definition  they  will  be  out  of 
favor  on  Wall  Street,  so  it  takes  psychologi- 
cal courage  to  bet  on  them.  But  Putnam's 
followers  have  been  amply  rewarded.  Over 
the  nine  years  the  hfd  has  followed  his  port- 
folios, they  have  produced  a  17.2%  annual- 
ized total  return,  in  contrast  to  16.1%  for 
the  Wilshire  5000. 

Here  are  some  of  Putnam's  latest  recom- 
mendations of  value  stocks:  Medaphis  Corp. 
(recent  price,  8),  Ames  Department  Stores  (8) 
and  Navarre  Corp.  (3),  all  o-t-c,  and  Trump 
Hotels  (12)  and  Computervision  (4). 

Another  top-performing  value-oriented 
letter  is  called,  ironically,  Growth  Stock  Out- 
look. Despite  the  letter's  name,  however, 
editor  Charles  Allmon  favors  stocks  with 
Iow-p/e  and  book-to-market  ratios.  Though 
Allmon's  model  portfolio  has  lagged  the 
market  over  the  last  17  years  (12.2%  annual- 
ized, versus  15.5%),  it  has  been  44%  less 
risky — making  it  a  winner  on  a  risk- adjusted 
basis.  Among  his  top-ranked  stocks  current- 
ly: American  Greetings  (37)  and  Harleysville 
Group  (38),  both  o-t-c,  Jefferson-Pilot  (66) 
and  Luby's  Cafeterias  (20). 

My  guess  is  that  those  investors  will  be  well 
rewarded  in  the  long  run  who  have  the  guts 
to  stick  with  value  investing  at  a  time  when 
pros  and  amateurs  alike  are  following  the  herd 
into  so-called  growth  stocks.  But  remember: 
While  investing  in  these  companies  is  likely  to 
be  financially  rewarding,  it  may  not  be  psy- 
chologically comforting.  If  it  were,  more 
people  would  be  practicing  it.  ■ 
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"We  think  we  own  this,"  says  a  confident 
Isis  Pharmaceuticals  chairman,  Stanley 
Crooke,  52,  of  his  chosen  business.  That  busi- 
ness is  to  make  drugs  that  block  genes  that 
cause  certain  diseases,  and  it  shows  some 
promise:  Isis  is  pioneering  eight  drugs  based 
on  the  technology.  Isis  Pharmaceuticals,  head- 
quartered in  Carlsbad,  Calif.,  has  applied  for 
over  300  patents  in  this  novel  science.  More 
than  100  have  been  approved. 

But  why  does  Isis  own  the  field?  Because 
many  other  companies  never  took  it  serious- 
ly. Isis  can  be  credited  with  persevering 
against  great  odds  and  great  scientific  skepti- 
cism. Whether  it  can  succeed  commercially  is 
another  question. 

The  official  word  for  this  approach  to 
gene-related  diseases  is  "antisense."  Deoxyri- 
bonucleic acid,  the  chemical  that  codes  our 
genes,  sets  in  motion  the  production  of  vari- 
ous proteins.  If  a  misbehaving  protein  causes 
illness,  the  thinking  goes,  you  can  prevent 
the  illness  by  blocking  the  body's  trigger  to 
produce  the  protein. 

Antisense  drugs  do  this  by  fitting  into  a 
particular  segment  of  DNA  like  a  key  in  a 
lock.  Once  they  do  fit  into  the  segment,  they 
cling  to  it,  blocking  the  production  of  the 
offending  protein. 

About  half  the  Crohn's 
disease  patients  on  the 
drug  went  into  remission, 
versus  20%  in  the  untreated 
patients  group. 


On  the  short  list  of  Isis'  targets  is  Crohn's 
disease,  a  chronic,  disabling  illness  in  which 
the  immune  system  goes  haywire,  attacking 
the  body's  own  cells — namely,  those  that  line 
the  intestine.  Symptoms  include  painful 
abdominal  cramps  and  loss  of  appetite.  The 
disease  afflicts  200,000  people  in  the  U.S. 

It  turns  out  that  Crohn's  disease  is  caused 
by  overproduction  of  a  protein  that  is  pro- 
duced normally  by  cells  in  the  body  at  the 
site  of  an  infection.  The  protein  sends  a 
signal  to  immune  system  cells  to  attack. 
The  protein  is  called  intercellular  adhesion 


molecule,  or  ICAM. 

Isis  has  in  clinical  trials  a  drug  to  block  the 
portion  of  DNA  that  controls  the  production 
of  ICAM.  Crooke  says  that  40%  of  the  15 
patients  on  the  drug  went  into  remission, 
versus  20%  in  the  untreated  patients  group. 

Something  else  to  give  pause  is  that  anti- 
sense  is  not  the  only  way  of  going  after  ICAM. 
Monoclonal  antibodies  are  another  way  to 
skin  the  cat.  So  are  small-molecule  drugs 
designed  to  tightly  bind  to  the  dangerous 
protein,  taking  it  out  of  action. 

Monoclonal  antibodies,  however,  are  very 
large  molecules,  and  they  have  a  tendency  to 
excite  the  body's  immune  system.  This 
means  repeated  doses  may  create  immunity 
problems — ironic  in  a  drug  aimed  at  block- 
ing a  hyperactive  immune  system. 

The  problem  with  small-molecule  drugs 
(the  traditional  pharmaceuticals)  is  that  they 
are  difficult  to  design.  There  are  a  great 
many  closely  related  proteins,  and  there  is  a 
risk  these  innocent  bystanders  may  be 
attacked  by  the  drug,  leading  in  some  cases 
to  a  general  immune  system  failure. 

Isis  Pharmaceuticals  has  revenues  from 
research  programs  ($22.6  million  in  calendar 
1996,  versus  $12.9  million  in  the  prior  year), 
but  it  has  no  approved  drug  products  and, 
therefore,  no  product  sales  as  yet. 

Its  first  sales,  of  a  drug  to  combat  AIDS- 
related  blindness,  may  come  in  early  1998. 
But  it  is  the  drug  being  tested  in  Crohn's 
disease  patients  that  has  attracted  the  interest 
of  investors. 

It  is  conceivable  that  the  anti-lCAM  treat- 
ment could  be  helpful  against  a  wide  range  of 
immune  system  problems,  including  ulcerative 
colitis,  rheumatoid  arthritis,  psoriasis  and 
organ  transplant  rejections. 

Last  year  the  company  lost  $26.5  million, 
or  $1.04  per. share.  Capital  comes  from  two 
sources,  public  offerings  (it  has  raised  $150 
million  in  the  course  of  its  eight-year  histo- 
ry) and  research  partnerships  with  large 
pharmaceutical  companies.  The  significant 
partners  are  Novartis  (that  is,  the  former 
Ciba-Geigy  and  Sandoz)  and  Boehringer 
Ingleheim.  Isis  has  $71  million  in  the  bank, 
enough  to  last  it  for  about  two  years  at  cur- 
rent spending  rates. 

We  accumulate  Isis  Pharmaceuticals  for 
customers'  accounts  and  consider  it  a  specu- 
lative buy  below  14.  ■ 
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BY  PHONE: 

Call  1-800-463-6903 

BY  FAX: 

Fax  attached  card  or  form  to 
312-922-3165 


FINANCIAL  SERVICES 


30.  American  Century  Investments 
1-800-345-2021 
www.americancentury.com* 

31.  The  Bank  of  New  York 

32.  Bovespa 

33.  Charles  Schwab  &  Co.,  Inc.:  e.Schwab 
1-800-372-4922  ext.  165 

34.  The  CIT  Group 

35.  Conseco,  Inc. 

36.  Dana  Commercial  Credit 

37.  Delaware  Group  1-800-552-6021 

38.  E*TRADE  Securities,  Inc. 
1-800-ST0CKS-3  www.etrade.com 

39.  Jack  White  &  Company 

40.  Legg  Mason  Funds 

41.  Nationwide 

42.  PaineWebber 

43.  Republic  National  Bank 

44.  Stephens,  Inc. 

45.  T.  Rowe  Price  International  Stock  Fund 
1-800-541-8457  www.troweprice.com 

46.  Wealth  Creation  Centers 


COMPUTER/TECHNOLOGY 


47.  Data  General  Corporation 

48.  Hitachi  PC  Corporation 

49.  QAD 

50.  Ricoh  Corporation 

51.  SalesLogix 

52.  SAP  America,  Inc. 

53.  Sony  Electronics  Inc. 

54.  Texas  Instruments  DSP  Solutions 

55.  Unisys  Corporation  www.unisys.com 


CONSUMER  PRODUCTS/SERVICES 


56.  Alitalia  Airlines 

57.  The  Alpha  Publishing  House 

58.  Baume  &  Mercier 

59.  BMW  1-800-334-4BMWwww.bmwusa.com 

60.  Buick  Motor  Division  1-800-4ABUICK 


61.  Cadillac  Motor  Division  1-800-333-4CAD 

62.  Countrywide  Home  Loans  1-800-Easy-877 

63.  Hilton  Hotels  Corporation 

64.  Hyatt  Hotels  &  Resorts  1-800-233-1234 

65.  Inter-Continental  Hotels  &  Resorts 

66.  Land  Rover  North  America,  Inc. 

67.  Lands'  End 

68.  Lincoln  Navigator 

69.  Mazda  Motor  of  America,  Inc. 
1-800-639-1000 

70.  Rolex  Watch  USA,  Inc. 

71.  Saab  Cars  USA 

72.  Small  Batch  Bourbon  Collection 

73.  Trump  Casino 

74.  Trump  International  Hotel  &  Tower 

75.  Virgin  Atlantic  Airways  1-800-862-8621 

76.  Weber-Stephen  Products  Co. 

77.  Yukon  by  GMC  1-888-4A-YUK0N 

INVESTING  IN  MINING 

78.  Dayton  Mining  Corporation 
www.dayton-mining.com 

79.  Freeport-McMoRan  Copper  &  Gold 

80.  Freeport-McMoRan  Inc. 

81.  Goldcorp  Inc.  goldcorp@interlog.com 

82.  Homestake  Mining  Company 

83.  Newmont  Mining  Corp  /Newmont  Gold  Co. 
www.newmont.com 

KINGDOM  OF  THAILAND 

84.  DEP  (Department  of  Export  Promotion) 

85.  Thai  Petrochemical  Industry,  Pic. 

THE  OLAYAN  GROUP 

86.  Credit  Suisse  Group  www.credit-suisse.com 

87.  Cummins  Engine  Company,  Inc. 
www.cummins.com 

88.  Kenworth  Truck  Company,  A  Division  of 
PACCAR  www.paccar.corn/kw/ 

89.  Thermo  Electron  Corporation 
www.thermo.com 
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STOCK  TRENDS 


Right  time 
for  REITs? 


BY  R.S.  SALOMON  JR. 


R.S.  Salomon  Jr.  is 
principal  and  founder 
of  Stamford, 
Conn. -based 
STI  Management. 
Research  assistant: 
Deborah  H.  Tarasow. 


Real  estate  looks  attractive  right  now  for 
some  rather  compelling  macroeconomic  rea- 
sons. High  interest  rates  have  kept  new  con- 
struction expensive,  while  prolonged  econom- 
ic growth  has  absorbed  the  overhang  of  space 
in  office  buildings  and  hotels. 

For  the  ordinary  equity  investor,  REITs  are 
the  way  to  go  in  real  estate.  They  package 
everything  from  apartment  buildings  to  shop- 
ping centers  in  a  user-friendly  security.  In  the 
last  five  years  there  has  been  a  tenfold 
increase  in  the  market  cap  of  outstanding 
reits,  to  about  $100  billion,  and  reits  today 
constitute  about  8%  of  the  Russell  2000.  This 
also  has  helped  to  stimulate  institutional 
interest  in  the  group. 

Last  year  REITs  provided  total  returns  of 
35% — outstripping  all  the  major  market  aver- 
ages. But  thus  far  this  year  they  have  substan- 
tially underperformed  the  market.  I  think 
this  lag  is  temporary,  in  part  a  reflection  of 
higher  interest  rates,  in  part  a  reaction  from 
the  exuberance  and  buildup  in  the  calendar 
for  new  REITs. 

Are  they  a  buy  now?  Yes,  but  not  all  of 
them.  There  are  many  opportunities  for  con- 
flicts of  interest  in  real  estate,  and  the  best  way 

There  are  many  opportunities 

for  conflicts  of  interest 

in  real  estate.  So  focus  on  REITs 

where  management  has 

a  substantial  equity  stake. 


to  avoid  these  is  to  focus  on  REITs  where  man- 
agement has  a  substantial  equity  stake.  In- 
vestors should  resist  the  temptation  to  make 
high  current  yield  the  sole  selection  criterion. 

The  stocks  I  recommend  are  Crescent  Real 
Estate  Equities  (29),  Patriot  American  Hospi- 
tality (22)  and  Public  Storage  (29). 

Crescent  (cei)  is  principally  involved  with 
office  buildings  in  Texas  and  Colorado.  Its 
approach  is  much  like  a  vulture  fund.  Both 
public  pension  funds  and  the  Japanese  domi- 
nated the  real  estate  market  at  its  prior  peak. 


Now  many  of  these  investors  are  throwing  in 
the  towel  and  dumping  properties  at  dis- 
tressed prices  and  in  many  cases  below 
replacement  cost. 

CEI  is  quite  knowledgeable  in  these  markets 
and  is  taking  advantage  of  these  opportunities. 
The  management  team  owns  18%  of  the 
shares,  cei  is  also  in  the  hotel/resort  business, 
and  recently  became  involved  with  health  care 
facilities.  Funds  from  operations  are  estimated 
to  be  $1.85  per  share  this  year  and  $2.25 
next.  The  present  dividend  of  $  1 .22  provides 
a  yield  of  4.2%.  Over  the  next  year  the  stock 
could  easily  reach  35. 

Patriot  American  Hospitality  (pah)  is  a 
lodging  real  estate  investment  trust  focused 
on  full-service  hotels.  Since  its  public  debut 
in  the  fall  of  1995,  PAH  has  been  moving 
aggressively  to  acquire  additional  properties. 
The  number  of  hotels  and  rooms  has 
expanded  from  20  to  55  and  from  4,206  to 
12,969,  respectively. 

pah  has  the  added  advantage  of  being  one 
of  just  four  reits  with  a  paired-share  struc- 
ture, allowing  it  to  manage  and  operate  the 
properties  it  owns,  providing  the  opportunity 
for  additional  revenue.  Funds  from  operations 
are  estimated  to  be  $1.85  per  share  this  year 
and  $2.15  next  year.  The  present  dividend, 
$1.05,  provides  a  yield  of  4.8%.  My  one -year 
target  price  for  the  stock  is  28. 

Public  Storage  (PSA)  dominates  the  mini- 
warehouse  and  self-storage  areas  with  facilities 
in  all  but  1 1  states.  Technology  is  helping  to 
make  people  more  mobile.  This,  along  with 
changing  demographic  trends — particularly 
the  aging  of  the  baby  boomers — and  a  high 
divorce  rate  are  contributing  to  a  near  dou- 
bling of  the  use  of  self-storage  over  the  last 
ten  years. 

PSA  is  expanding  the  self-storage  concept  b] 
introducing  a  new  pickup-and-delivery  con- 
tainer business  to  better  serve  these  trends. 
Management  owns  nearly  50%  of  the  stock 
and  is  investing  heavily  in  the  future  by 
retaining  more  than  half  its  cash  flow.  The 
88 -cent  annual  dividend  provides  a  3%  yield, 
and  funds  from  operations  are  estimated  at 
$2.15  per  share  this  year  and  $2.35  next. 
Based  on  these  estimates  I  have  a  one-year 
target  price  of  35.  ■ 
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Don't  buy  a  bond 
until  you  read  this 


BY  MARILYN  COHEN 


Marilyn  Cohen  is 
president  of 
Envision  Capital 
Management,  Inc., 
a  Los  Angeles 
fixed-income 
money  manager, 
envision@ix.netcom.com 


Evaluating  stocks  means  reading  financial 
statements.  Assessing  a  bond  requires  that, 
plus  close  scrutiny  of  the  offering's  prospec- 
tus. It's  there  that  you  will  find  the 
covenants,  the  details  that  can  mean  mischief 
or  good  news  for  bondholders. 

The  fine  print  in  a  bond  prospectus  isn't 
fun  reading,  but  it's  worth  doing  if  you  want 
to  avoid  getting  all  or  some  of  your  money 
back  at  par — particularly  painful  when  you 
have  paid  a  premium  to  buy  the  bond.  Other 
surprises  that  can  wreak  havoc  on  an  unsus- 
pecting bondholder:  asset  sales,  poison  puts, 
reimbursement  plans. 

If  you  don't  much  care  for  this  kind  of 
reading,  make  your  broker  do  it.  This  is  what 
he  should  find  out  for  you: 

■  Under  what  circumstances  can  my  bond  be 
called? 

Some  are  pretty  exotic.  During  the  1980s, 
for  example,  the  California  Veterans 
Administration  issued  mortgage  bonds  to 
help  veterans  purchase  homes.  The  VA  agreed 
to  provide  mortgages  at  lower-than-market 
interest  rates,  but  a  little -noticed  provision  in 
the  covenant  allowed  the  agency  to  call  the 
bonds  at  par.  When  they  did,  investors  who 
had  paid  premiums  to  buy  $400  million 
worth  of  the  bonds  ended  up  losing  10%  to 
15%  of  their  principal. 

■  Are  both  principal  and  interest  rated? 
Recently,  a  colleague  was  being  pressed  by 

a  salesperson  to  buy  a  newly  issued  collateral- 
ized bond  obligation  for  his  mutual  fund 
clients.  Only  when  the  manager  read  the 
prospectus  did  he  discover  that  only  the  prin- 
cipal was  rated.  Big  difference. 

■  Does  the  bond  have  a  poison  put  provision? 
This  is  a  way  to  protect  bondholders  if  the 

company  that  issued  their  bonds  is  taken  over. 
With  a  poison  put,  bondholders  can  sell  their 
bonds  back  to  the  company  at  a  predeter- 
mined price,  often  just  above  par.  Bond- 
holders don't  have  to  sell  if  they  like  the  new 
ownership,  but  if  they  don't,  the  door  is  open. 

When  Sears  bought  Orchard  Supply,  a 
leveraged  outdoor  do-it-yourself  company, 
the  acquired  company's  9.375%  bonds  due 
Feb.  15,  2002  were  yielding  10%  to  the  worst 


possible  call  date  of  Feb.  15,  1998.  Happily 
for  bondholders,  a  10%  junk  yield  became 
investment  grade  almost  overnight.  But  sup- 
pose Orchard  had  taken  over  Sears.  In  that 
case,  Sears'  bonds  might  have  become  junk. 
Nice  trade. 

■  What  happens  in  a  spinoff? 

What's  in  store,  for  example,  for  owners  of 
RJR  bonds  if  the  parent  spins  off  Nabisco  and 
leaves  the  bonds  with  the  cigarette  company? 
The  prospectus'  fine  print  says  there  can  be 
no  spinoff  of  rjr's  controlling  interest  in 
Nabisco  unless  the  tobacco  company  main- 
tains an  investment-grade  rating.  As  long  as 
the  tobacco  business  is  held  hostage  to  plain- 
tiffs' lawyers  and  the  smoking  police,  invest- 
ment-grade ratings  are  not  likely.  Thus  the 
spinoff  couldn't  take  place  unless  the  cigarette 
company  made  a  spinoff  worthwhile  to  the 
bondholders. 

■  Am  I  protected  from  an  Kact  of  God"? 
On  Mar.  19  a  fire  in  a  storage  warehouse 

owned  by  Iron  Mountain  Inc.  destroyed  doc- 
uments stored  there  by  the  company's  corpo- 
rate clients.  Equity  investors  dumped  the 
stock  on  the  news — it  sold  down  3  points — 
but  bond  prices  stayed  steady.  Those  who  had 
read  the  fine  print  knew  Iron  Mountain  has  a 
sophisticated  disaster- and-recovery  program 

A  10%  junk  yield 
became  investment 
grade  almost  overnight. 


plus  generous  insurance  coverage.  Also,  its 
standard  customer  contract  limits  its  liability 
to  a  low  predetermined  amount. 

For  some  investors,  a  called  bond  is  good 
news.  Investors  in  General  Motors 
Acceptance  Corp.'s  tax-deferred  zero  coupon 
bonds  would  dance  a  jig  if  their  bonds  were 
called.  That's  because  the  call  is  at  par  value, 
some  67%  more  than  the  bonds  are  currently 
worth  in  the  market. 

A  bond  portfolio  should  be  the  anchor 
for  the  rest  of  your  investments.  This  means 
principal  and  income  you  can  bank  on. 
But  there  are  traps  for  the  unwary  in  the 
bond  market.  SB 
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Direct  on 


Advanced  Micro  Devices 
www.amd.com 

ALLTEL  Corporation 
www.alltel.com 

The  Alpha  Publishing  House 

www.alphapub.com 

American  Airlines 

www.americanair.com 

American  Century  Investments 

www.americancentury.com 

American  Electric  Power 
www.aep.com 

American  Payment  Systems 
www.apsnet.com 

Andersen  Consulting 

www.ac.com 

Apple  Powerbook 

www.powerbook.apple.com 

Archer  Daniels  Midland 

www.admworld.com 

Baume  ft  Mercier 
www.baume-et-mercier.com 

Baxter  International  Inc. 

www.baxter.com 

Black  ft  Veatch 

wvAv.bv.com 

BMW  of  North  America,  Inc. 
www.bm  wusa  .com 


Bovespa 
www.bovespa.com.br 

Buick  Motor  Division 
www.parkavenue.buick.com 

Cadillac  Motor  Division 
www.cadillac.com 

California  Trade 
ft  Commerce  Agency 
http://commerce.ca.gov 

Central  ft  South  West  Corp. 

www.csw.com 

Charles  Schwab  ft  Co.,  Inc. 
www.schwab.com 

Chevrolet  Division 

www.chevrolet.com 

Cincinnati  Financial 

www.cinfin.corn 

The  C1T  Group 

www.citgroup.com 

CNF  Transportation,  Inc. 

www.CNF.com 

Compaq  Computer  Corporation 

www.compaq.com 

Connext 
www.connext.com 

Conseco,  Inc. 
www.conseco.com 


Continental  Airlines,  Inc. 

www.flycontinental.com 

Countrywide  Home  Loans 

www.countrywide.com 

Credit  Suisse  Group 
www.credit-suisse.com 

Cummins  Engine  Company,  Inc. 
www.cummins.com 

Cushman  ft  Wakefield 

www.cushwake.com 

Dana  Commercial  Credit 

www.dana.com/dcc 

Data  General  Corporation 

www.dg.com 

Dayton  Mining  Corporation 

www.dayton-mining.com 

Delaware  Economic 
Develo/pment  Office 

www.state.de.us 

ETrade  Securities 

www.etrade.com 

Edison  International 

www.edisonx.com 

Enron  Corporation 

www.enron.com 

Fidelity  Investments 

www.fidelity.com 


First  Union  Evergreen 

www.evergTeenfunds.com 

GE  Capital  Corporation 

www.capital.ge.com 

General  Cigar 
http://cigarworld.com 

General  Motors 

www.gm.com 

Goldcorp  Inc. 

goldcorp@interlog.com 

Grainger 

www.gTainger.com 

Greater  Richmond  Partner 

www.grpva.com 

GTE  Corporation 

www.gte.com 

Hemisphere,  Inc. 

www.hemnet.com 

Hewlett-Packard 

www.hp.com 

Hilton  Hotels  Corporate 

www.hilton.com 

Hitachi  PC  Corporatioi 

www.HitachiPC.com 

HONDA 

www.honda.com 

Hyatt  Hotels  ft  Resort 

www.hyatt.com 


The  other  is  information.  Because  no  bank  moves  a  single  dime  without  it.  And  helping  clients 
manage  information — not  just  process  it — is  what  Unisys  does  best.  That's  why  Unisys  is  the  choice 
of  the  world's  most  intensive  users  of  information. 


Call  for  details  and  learn  what  clients  like  Union  Bank  of  Switzerland  learned.  When  it  takes  informa- 
tion to  run  your  business,  it  takes  Unisys  to  help  you  run  it  better. 
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Hyperion  Software 

Mercedes-Benz 

Roadway  Express,  Inc. 

Toshiba  America  Consumer 

www.hyperion.com 

www.usa.mercedes-benz.com 

www.roadway.com 

Products,  Inc. 

Intel 

Mississippi  Department  Economic 

Royal  Insurance 

www.toshiba.com/tacp/ 

www.intel.com 

and  Community  Development 

www.royal-usa.com 

Toyota  in  America 

iteIlectualCapital.com 

www.mississippi.org 

Saab  Cars  USA 

www.toyotausa.com 

w.intellectualcapital.com 

Montgomery  Securities 

www.saabusa  .com 

Tyco  International  Ltd. 

ontinental  Hotels  Et  Resorts 

www.montgomery.com 

SalesLogix 

www.tycoint.com 

www.interconti.com 

Motorola  SPS 

www.saleslogix.com 

Unicom  Corporation 

International  Paper 

http://design.net.sps.mot.com 

SAP  America,  Inc. 

www.ucm.com 

www.ipaper.com 

National  Discount  Brokers 

www.sap.com 

Unisys  Corporation 

ck  White  ft  Company 

\a/w\a/  nrlh  mm 

VV  VV  VV.I  M.'ll.l  Will 

Shell  Oil  Company 

www  unlove  mm 

VV  WW,  U  1  M3V3,kU  1 1 1 

www.jackwhiteco.com 

Nationwide 

www.shellus.com 

United  Parcel  Service 

Kelly  Services,  Inc. 

www.bestofamerica.com 

Small  Batch  Bourbon  Collection 

www.ups.com 

zvww.kellyservices.com 

Newmont  Mining  Corp./ 

www.SMALLBATCH.com 

Wealth  Creation  Centers 

iworth  Truck  Company 

www.paccar.com/kw/ 

Newmont  Gold  Co. 

www.newmont.com 

The  Southern  Company 
www.southemco.com 

www.cybergate.com/barrykaye 
Weber-Stephen  Products  Co. 

Rover  North  America,  Inc. 

Ohio  Frontier 

www.ohiobiz.com 

T.  Rowe  Price 

www.weberbbq.com 

www.landrover.com 

www.troweprice.com 

Yukon  by  GMC 

Lands'  End 
landsend.com/catalogs/vq 

Parker  Hannifin 

www.parker.com 

Tandy  Corporation 

www.tandy.com 

www.yukon.gmc.com 
Zenger  Miller 

Lawson  Software 

Pioneer  Railcorp 
www.pioneer-railcorp.com 

TCG  -  Teleport  Communications 

www.zengermillerlibrary.com 

www.lawson.com 

Group 

Zurich  Money  Funds 

Legg  Mason  Funds 

QAD 

www.qad.com 

www.tcg.com 

www.zurichfunds.com 

Arww.leggmason.com 

Texas  Instruments  Incorporated 

Lincoln  Navigator 
vw.lincolnvehicles.com 

a  Motor  of  America,  Inc. 

QUALCOMM 

www.ti.com 

www.qualcomm.com/cdma/ 

Republic  National  Bank  of  New  York 

www.rnb.com 

Thermo  Electron  Corporation 

www.thermo.com 
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Amateur  radio  should  have  died  with  the  advent  of  modern  communications. 
Instead,  it  is  enjoying  a  lively  revival. 

There's  magic  in  it 


By  James  M.  Clash 


HOBBIES 


One  evening 
last  March  ama- 
teur radio  operator  David  Sumner 
carefully  tuned  his  Kenwood  trans- 
ceiver across  the  160-meter  ham 


It  may  seem  illogical  in  the  age  of 
the  Internet  and  cheap  and  readily 
available  overseas  telephony  that  any- 
one would  find  magic  in 
picking  up  faint 


QSL  cards  from  the  author's 
collection  confirm  rare  ham  contacts 
From  Algeria  to  Estonia,  from 
Mozambique  to  Argentina. 


COURTESY 
THOMAS  CLASH 


The  author,  WN3J ID 

Chatting  with  Kenya,  c.  1968 


band.  From  the  monotonous  back- 
drop of  static  came  a  weak  signal  call- 
ing out,  in  slow  bursts  of  Morse 
code,  "CQ" — a  ham's  way  of  letting 
people  know  he's  in  the  market  for  a 
conversation. 

Sumner,  48,  a  Coventry,  Conn, 
licensed  ham  for  decades, 
responded  quickly.  He  knew  from  the 
call  sign — UA9CR — that  the  guy  was 
in  Ekaterinburg,  Siberia.  Such  long 
distances  on  this  low  a  frequency 
(about  the  same  as  an  AM  radio)  are 
exceptional.  Trembling,  he  tapped 
out  his  response — UA9CR  followed 
by  his  own  call  sign,  K1ZZ — then 
waited. 

A  few  seconds  later  Sumner  heard 
his  own  call  sign  coming  back  in  faint 
tones.  Success:  The  guy  had  heard 
him!  "It's  the  magic  of  radio,"  beams 
Sumner. 
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nicate  with  any  of  the  750,000 
hams  licensed  worldwide.  I 
scrounged  up  $75  for  a 
Heathkit  HR-10B  receiver 
kit  by  delivering  Baltimore 
Sun  newspapers  before  school.  I 
remember  late  nights  working  with 
my  dad  and  a  soldering  iron  to  link 
exotic  components — diodes,  resistors, 
capacitors — within  a  maze  of  multi- 
colored wires. 

For  a  transmitter  I  purchased  a 
used  Hallicrafters  HT- 
40  for  $25.  My  anten- 
na: two  wires  with 
insulators,  strung  to 
telephone  poles  across 
the  front  yard.  With 
only  40  watts,  I  began 
working  stateside 
hams  in  Florida,  Kansas,  California- 
even  Alaska.  As  my  operating  skills 
improved,  I  upgraded  my  license  to 
general  class  (WA3JID),  and  one 
night     reeled     in     Antarctica — 


sounds  of  Morse  code 
But    there     it  is. 
Explains  Sumner: 
"There's  nothing 
to  connect 
you — no  tele- 
phone wires, 
no  computer 
modems — just 
air,  yet  you're 
linked  with 
someone  on  the 
other  side  of  the 
world."  . 

I  know  the  feeling. 
In  1968,  at  13, 1  got  my 
novice-class  ham  license  by 
studying  radio  theory  and  learn- 
ing Morse  code.  On  passing  a  Feder- 
al Communications  Commission  test, 
I  was  given  my  own  call — 
WN3JID — and  was  ready  to  commu- 


Ex-Senator  Barry  Goldwater,  K7UGA 
At  88,  he's  still  a  ham  enthusiast. 
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(K7UGA);  actress  Priscilla 
Presley  (N6YOS);  former 
Tandem  Computers 
chief  executive,  James 
Treybig  (W6JKV).  A 
full  74  of  America's 


Country  singer 
Patty  Loveless,  KD4WUJ 
A  fan  of  Morse  code. 


KC4USN,  located  right  on  the  frigid 
South  Pole. 

By  age  15, 1  had  contacts  with  ham 
operators  in  more  than  100  different 
countries.   Many  were  from  the 
U.S.S.R.:  Kazakhstan,  Armenia, 
Uzbekistan.  Quite  a  thrill 
that,  right  in 
-    the  midst  of 
the  cold 
war:  Most  of 
the  Russian 
operators  were 
high-level 
"J*3„e„     Party  officials.  I 
made  a  friend  in 
i  Budapest — Dr.  Lajos  Horvath,  a 
^Hungarian  doctor  in  his  sixties  with 
iwhom  I'd  converse  regularly  on  Sat- 
;urday  mornings. 

L  That  was  long  ago.  My  equipment 
is  back  home  with  my  parents  in 
Laurel,  Md.  But  recently  I  became 
curious.  Is  ham  radio  still  around? 
"I'd  be  surprised  if  there  were  any 
(hams  left,"  one  of  my  editors  scoffed. 
"The  Internet  has  probably  siphoned 
Ihem  off." 

Wrong.  The  hobby  is  thriving. 
[Over  the  last  three  decades  the 
number  of  hams  worldwide  has 
quadrupled,  to  2.7  million,  about 
700,000  of  them  in  the  U.S.  And 
since  1990,  when  the  Internet  start- 
ikd  to  become  popular,  ham  ranks 
pave  jumped  an  average  6%  annually, 
there's  Walter  Cronkite  (KB2GSD); 
former  Senator  Barry  Goldwater 


air 


past  and  present  astronauts  are 
censed  hams.  They  get  on  the 
once  in  a  while  from 
the  Shuttle,  thrilling 
earthbound  hams  who 
manage  to  contact 
them.  Country  singer 
Patty  Loveless  j 

(KD4WUJ)      likes  J 
Morse  code:  she  says 
the  rhythms  and 

downright  \^MmS^- 
musical.  The 
magic  is  still  'n§p' 
there. 

In  the 
1980s 
actually 


early 
hams  '_S 
devel- 
oped   the    first  crude 
model  of  the  Internet — 
packet  radio.  Informa- 
tion was  typed  into  bulky 
computers  that  convert- 
ed it  to  ASCII  "packets,' 
then  sent  the  information 
along  using  airwaves — rather 
than  the  phone  lines  utilized  by 
the  Internet. 

In  the  1990s  amateur  radio  opera- 
tors were  among  the  first  to  adopt 
modern  cybercommunications.  The 
American  Radio  Relay  League,  ama- 
teur radio's  largest  organization,  with 
175,000  members,  reports  that  seven 
of  ten  hams  are  Internet  users.  But 
rather  than  replace  ham  radio,  the 
Internet  has  become  an  ideal  mate.  A 
slew  of  Web  sites  help  hams  to  reach 
one  another.  Say  you're  a  ham  inter- 
ested in  DX — long  distance  commu- 
nications— like  that  guy  in  Siberia. 
There's   a  Web   site   in  Finland 


(www.clinet.fi/~jukka/webcluster. 
html)  that  updates  activity  of  rare 
hams  in  far-off  lands.  It's  a  luxurious 
improvement  over  shoot-in-the-dark 
methods  I  once  employed  to  reach 
hams  in  Moldova,  Australia  or  India. 

After  they  had  exchanged  radio 
signals,  David  Sumner  looked  up 
Ekaterinburg's  Alex  Prikhodko 
(UA9CR)  on  the  Buckmaster  Ham 
Web  site  (www.buck.com/ 
cgi-bin/do_hamcall).  Sure  enough, 
the  fellow's  cyberaddress  in  Siberia 
was  listed.  "I  fired  off  an  E-mail,  and 
when  I  came  home  that  night,  there 
was  a  response,"  says  Sumner. 

You  might  ask:  Why  not  go  the  E- 
mail  route  to  begin  with  if  you  want 
to  reach  someone  in  Siberia?  "Peo- 
ple who  think  like  that  just  don't 
get  it,"  Sumner  re- 
plies. "They've  never 
run  a  marathon, 
[  climbed  a  mountain  or 
sailed  a  14-foot  boat 
across  the  Atlantic. 
They  don't  see  the 
attraction  of  challenging 
themselves."  MS 


Astronaut 
For  earth 


ond,  KC5HBS 
s,  contacting 


the  Shuttle  is  a  thrill. 


For  more  information  on  how 
to  obtain  a  ham  license,  contact: 

American  Radio  Relay  League 

225  Main  Street 

Newington,  Conn.  06111 

800  32-NEW  HAM 

www.arrl.org 
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Why  do  women  have  to  look  like  pistachio  and 
strawberry  ice-cream  cones  on  the  golf  links? 

Would  Tiger  Woods 
wear  this  junk? 

By  Natasha  Bacigalupo 


FASHION 


A  FRIEND  RECENTLY  INVITED 
me  to  tee  off  at  the  Hudson 
National  Golf  Club  in  Croton-on-Hudson,  N.Y. 
Small  problem:  Hudson  National  requires  col- 
lared shirts,  and  shorts  no  more  than  4  inches 
above  the  knee. 

First  stop:  Barneys  department  store.  "We  have  a 
men's  golf  department  on  the  sixth  floor,"  die  infor- 
mation clerk  told  me,  "but  no  women's  golf  clothes. 
Saks  Fifth  Avenue?  Golf  clothes  perfect  for  clowns:  a 
lavender  paisley  shirt.  Sea-foam-colored  shorts  to  match. 
Who  wears  this  stuff?  The  front  racks  boasted  Giorgio 
Armani  golfwear  in  muted  colors.  I  checked  the  price: 
$225  for  a  shirt!  Beyond  my  budget. 

I  headed  to  Paragon  Sporting  Goods,  a  three-story  New 
York  institution.  A  saleswoman  in  the  giant  golf  depart- 
ment informed  me  that  women's  golfwear  was  at  the 
back  of  the  store.  More  gaudy  colors,  end- 
less frumpy  designs.  A  taupe  shirt  decorat- 
ed with  huge  beige  and  mauve  flowers  for 
$140.  Acid-green  shorts  for  $148.  Please. 


A  well-dressed  golfer,  c.  1923 
No  sea-foam  paisley  here. 


J  called  Niketown.  After  all,  golf  stud  Tiger 
Woods  looks  great  on  the  links  in  his  Nike  out- 
fits. "We  have  footwear  for  women,"  a  salesman 
told  me.  But  no  women's  golfwear.  My  friend 
Kirsten  suggested  I  give  in  and  buy  men's 
clothes  in  small  sizes. 

Five  million  women  golfers  in  this  country, 
their  ranks  growing  daily,  and  this  is  the  best  it 
gets?  Nearly  one  in  three  new  golfers  is  female, 
and  no  one  is  making  decent  outfits  for 
them?  I  spotted  a  full-page  ad  for  Callaway 
women's  golfwear  in  a  magazine.  I  called 
Callaway's  toll-free  number;  the  line  is  sold 
only  at  Nordstrom.  There  are  no  Nord- 
stroms  in  my  city. 
I  consulted  Liz  Comte  Reisman,  a  former 
Forbes  reporter  who  now  edits  Golf  Digesfs  new 
supplement  for  women.  "Women's  golf  clothes 
are  dowdy  and  difficult  to  get,"  she  sighed. 
But  she  figured  that  by  this  time  next  year  I 
should  have  no  trouble.  Specialty  chains  like 
Pro  Golf  Discount  are  finally  starting  to  add 
=  more  space  for  women's  golf  clothes  and 
I  carry  a  more  varied  selection.  Men's  golf 
\  clothiers,  like  Bobby  Jones,  are  coming 
?  around,  launching  women's  lines  that  don't 
look  like  ice-cream  cones.  Liz  Claiborne  now 
has  a  LizGolf  line.  Armani  and  Ralph 
Lauren  are  getting  into  the  act.  Markets  do 
clear — but  this  one  is  taking  an  unac- 
countably long  time.  I 


Third 
time's  the 
charm 

TWO  MONTHS  AGO  MCA 
Records  released  on  com- 
pact disc  the  first  three  Jimi 
Hendrix  records— Are  You 
Experienced?,  Axis:  Bold  As 
Love  and  Electric 
Ladyland — plus  a  fourth, 
First  Rays  of  the  New 
Rising  Sun,  a  collection  of 
songs  written  just  before 
Hendrix's  death  in  1970. 
The  new  discs  are  stunning. 

Jimi  Hendrix  remains 
the  high  note  against 
which  all  other  electric  gui- 
tarists are  measured.  But 
until  now  there  hasn't 
been  a  CD  worthy  of  Hen- 
drix. Warner  Music's 
Reprise  Records  first  issued 
these  albums  on  CD  in  the 


Jimi  Hendri 

Finally,  there's  a  CD  worthy  of  his  talents. 


U.S.  in  1984.  Three  years 
ago,  after  mca  landed  the 
rights  to  the  Hendrix  cata- 
log, the  records  were  re- 
released  with  new  artwork 
and  a  handful  of  bonus 
tracks  on  one  CD.  But 


because  the  discs  were 
mastered  from  tapes 
intended  for  vinyl,  digital 
Jimi  sounded  awful  on 
both  editions. 

Now  there's  finally  a  set 
of  CDs  that  faithf  ully  repro- 


duce Jimi's  guitar,  mca's 
new  discs  were  mastered 
from  the  original  "flat" 
master  tapes  mixed  by 
Hendrix  and  his  engineer 
Eddie  Kramer  and  secured, 
after  much  legal  wrangling 
by  the  Hendrix  family. 

The  real  gem  of  the  set 
is  First  Rays  of  the  New 
Rising  Sun.  With  17  songs 
recorded  from  March 
1968  through  August 
1970,  a  month  before 
Hendrix's  death,  the  disc 
is  the  closest  thing  fans  can 
get  to  the  record  that  was 
intended  to  follow  up  Elec 
trie  Ladyland.  With  more 
than  200  other  Hendrix 
tapes  having  been  recently 
discovered  by  the  Hendrix 
clan,  more  such  goodies 
are  sure  to  come.  Word  is 
they'll  get  this  new  lot 
right  the  first  time. 

-Peter  Newcomb 
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Business  travelers  get  excited  about  flying  Continental  to  Brazil 
Here,  for  example,  is  an  accountant  from  Cleveland. 


Our  new  daily  service  to  Sao  Paulo  and  Rio  de  Janeiro  beginning  July  10, 1997,  could  change  your  whole  perspective  on  business 
travel.  And  business  attire,  for  that  matter.  With  us,  you  can  enjoy  BusinessFirst,'  featuring  all  the  amenities  of  international 

first  class  at  a  business  class  fare.  Plus  you  can  earn  miles  in  OnePass*  our  award- winning  frequent  flyer  program.  And  we 
earned  our  industry's  coveted  1996  "Airline  of  the  Year"  award  from  Air  Transport  World  magazine.  So  fly  the  airline  that's 

as  warm  and  inviting  as  Brazil  itself.  Continental.  For  reservations  call  your  travel  agent  or  Continental  at  1-800-2310856. 


Continental  i 


www.flycontinental.com 


©1997  Continental  Airlines.  Inc. 
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You  can  tell  a  lot  about  a  man  by  the  flowers  he  sends. 

Phone  flora 


By  Carrie  Shook 

■PWWPPH  The  right  way  to  buy  flowers  is  to 
W^nUM&mmBRi  visit  a  good  local  florist  so  you 
know  just  what  you're  getting.  But  who  has  time? 
These  days  most  of  us  just  order  by  phone. 

We  conducted  a  survey.  Without  identifying  ourselves 
as  journalists,  we  called  five  national  florists  or  wire  ser- 
vices and  requested  a  bouquet  guaranteed  to  blow  the 
socks  off  a  new  or  an  old  love.  To  test  orthography,  we 
asked  that  the  attached  note  read,  "Na  dowo'd  mej  doz 


gonnej  milosci,"  Polish  for  "This  is  proof  of  my  love 
until  death."  Our  budget:  around  $70  each. 

We  discovered  the  obvious:  Buying  flowers  by  phone 
is  a  risky  proposition — especially  if  you  leave  it  up  to  the 
florist  to  decide  what  to  send.  Our  advice:  Be  as  specif- 
ic as  possible.  If  you  don't  know  a  Casablanca  lily  from 
a  spotted  orchid,  stick  to  something  simple.  Red  roses 
are  a  cliche,  but  there  isn't  a  woman  who  doesn't  swoon 
over  a  bunch  of  pale  peach  English  garden  roses.  HH 


l-800-Flowers,  a  national  retail  florist  chain  (800-356-9377). 

Their  recommendation:  the  "Spring  Inspiration"  arrangement,  which  "bursts  with  all  the  bright  and 
beautiful  colors  of  spring,  that  evokes  a  fresh-from-the-garden  feeling."  Cost:  $75  for  flowers;  $9  deliv- 
ery. What  we  got:  a  basket  filled  with  short  red  and  yellow  roses,  statice,  red  carnations  and  lots  of  big 
leafy  greens.  Plus  a  red,  heart-shaped,  helium-filled  balloon  that  read  "For  the  one  I  love."  Unacceptably 
crummy.  The  red  and  yellow  clashed:  "Looks  like  ketchup  and  mustard,"  opined  a  Forbes 
reporter.  An  attached  bag  full  of  coupons  and  discounts  on  future  orders  was  offensive.  On  a  pos- 
itive note:  When  we  complained,  1-800-Flowers  offered  a  free  replacement.  On  day  four  the  roses 
were  limp,  but  the  balloon  was  still  going  strong. 

Calabria,  a  New  York  City-based  florist  that  will  FedEx  nationwide  (212-675-2688). 
Their  recommendation:  peonies,  lilacs,  garden  roses.  Cost:  $75  flowers;  $15  delivery.  What  we  got: 
compact,  tightly  packed  bunch  of  magnificent  peonies,  lilacs  and  garden  roses  in  a  tin  bucket.  Elegant, 
but  a  little  too  formal  for  some.  "A  wedding  bouquet,"  said  one  Forbes  reporter.  On  day  four 
they  still  looked  great,  and  the  peonies  had  opened  fully. 

Floral  Transworld  Delivery  (ftd),  a  clearing  house  for  20,000  florists  (800-383-1299). 
Their  recommendation:  "a  nice  big  soft  and  feminine  spring  bouquet  of  flowers  with  lilies,  iris  and 
alstroemeria."  Cost:  $64.90  flowers;  $9.95  delivery.  What  we  got:  tiger  lilies,  gerbera  daisies,  iris,  tulips 
and  lots  of  greens  in  a  glass  vase.  Cheap.  The  gerbera  daisies  and  the  greens  were  a  major  turnoff — 
as  was  the  filthy  water  in  the  vase.  On  day  four  the  lily  buds  were  still  closed,  even  as  the  other 
flowers  were  wilting. 

American  Floral  Services,  a  wire  service  with  23,500  member  florists  in  the  U.S.  and  Canada  (contact 
any  local  AFS  member  florist).  Their  recommendation:  a  spring  bouquet  of  lilies,  delphinium,  tulips  and 
iris.  Cost:  $52.50  flowers;  $7.50  delivery.  What  we  got:  a  tall,  simple  bunch  of  ranunculus,  delphinium, 
tulips,  iris  and  calla  lilies  in  a  glass  vase.  Best  bang  for  the  buck.  Thanks  to  the  lilies,  smelled  deli- 
cious and  looked  sophisticated.  But  the  red  rubber  band  tying  together  the  greens  was  a  turnoff 
and  the  note  contained  a  misspelling.  Still  fresh  on  day  four. 


Calyx  8c  Corolla,  a  catalog  company  that  overnights  flowers  via  FedEx  (800-800-7788). 
Their  recommendation:  a  magenta  stock  bouquet.  "Like  an  English  country  garden,"  said  the  phone 
rep.  Cost:  $59  flowers;  $6.95  delivery.  What  we  got:  a  well-packed  Federal  Express  box  with  a  dozen  or 
so  droopy,  dried-out,  lavender,  magenta  and  white  stock  stems;  an  empty  glass  vase;  and  instructions 
telling  us  how  to  bring  the  flowers  back  to  life.  Receiving  dehydrated  flowers  isn't  pretty  (see  photo), 
but  the  flowers  rehydrated  after  three  hours — though  they  never  looked  as  fresh  as  the  others. 
Biggest  beef:  Because  we  called  after  noon,  they  took  two  days  to  arrive.  In  excellent  shape  on  day 
four — looked  better  than  they  did  upon  arrival. 
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JUNE  3,  1961:  RUSSIA  SURRENDERS 
TO  THE  UNITED  STATES. 


The  diplomatic  power 
of  Jacqueline  Bouvier 
Kennedy:  First  Lady. 
Part  of  a  new  exhibit  at 
The  John  F.  Kennedy 
Library  &  Museum. 
Boston,  Massachusetts. 


To  cigars  and  martinis,  add  turntables  and  LPs 
to  the  retro  products  on  your  shopping  list. 

Going  vinyl 


By  Stewart  Pinkerton 


[Hip  Grabash,  with  some  of  his  20, 
e  needs  two  turntables— and  a  I 


James  Wiberg  has  more  than  1 ,000  CDs,  but  two  years  ago 
he  went  retro.  Given  up  for  dead  15  years  ago,  when  com- 
pact discs  captured  the  market,  fancy  turntables  and  vinyl 
records  are  back  at  the  top  of  hip  shopping  lists. 

Wiberg,  a  38-year-old  Boca  Raton,  Fla.  accountant, 
plunked  down  more  than  $1,100  for  a  new  phonograph. 
It  was  a  Rega  Planar  3  turntable  with  an  RB300  tonearm 
and  an  Audio  Technica  ATML  150  cartridge.  Now  he  hopes 
to  upgrade  to  a  $5,000  vpi  turntable  system.  "Much  more 
enjoyable  than  CDs,"  says  he. 

Wiberg's  right.  When  they're  played 
on  the  right  equipment,  records 
sound  better  than  CDs  because 
they're  direct  analog  copies  of  a 
musical  event,  rather  than  digitized 
reconstructions. 

Think  of  it  this  way:  A  high-quali- 
ty photograph  looks  much  better  than 
a  digital  image.  The  detail  is  sharper, 
the  color  richer.  Analog  purists  have 
long  contended  that  vinyl  recordings 
create  a  more  realistic  "soundstage,"  a 


VPI's  $2,800  TNT  Jr. 


three-dimensional  quality  to  the  music. 

Not  convinced?  Do  a  comparative  test  drive  at  a  high- 
end  audio  shop. 

Recently  I  did  just  that,  first  listening  to  a  Wilson  Audio- 
phile  CD  of  Dvorak's  Trio  in  E  Minor  by  the  Francesco  Trio 
on  an  $18,800  Ensemble  CD  system.  Then  the  same  track 
of  the  Wilson  vinyl  version  on  a  $9,800  Clearaudio 
turntable  setup.  It  was  a  blowout.  On  vinyl  gear  costing 
about  half  the  price,  I  heard  things  I  didn't  hear  on  the  CD: 
details  of  the  higher-range  strings  and  a  rich,  deep  "pres- 
ence" of  the  instruments. 

Next  I  put  a  Mobile  Fidelity  CD  in  a  face-off  with  an  MCA 
vinyl  of  Alone  Together,  a  seminal  1970  Dave  Mason 
recording  that's  arguably  one  of  the  best  rock  'n'  roll 
studio  albums  ever  cut.  The  drum  work  and  guitar  strings 
really  came  alive  on  vinyl.  They  seemed  muted  on  CD. 

That  explains  what  Phillip  Grabash  thinks.  A  50 -year- old 
New  York  City  public  school  teacher,  he  just  spent  over 
$13,000  on  two  new  VPI  turntables  with  SME  tonearms  and 
Koetsus  cartridges.  Why  two  turntables?  Software  overload. 
Grabash  has  more  than  20,000  vinyl  records,  mostly  rock, 
blues  and  soul.  Besides  the  two  vpi  turntables,  he's  got  a 
$2,300  Oracle  turntable  in  reserve — just  in  case. 

Annual  turntable  sales  are  still  tiny — about  195,000  units 
in  the  U.S.,  worth  some  $22.5  million.  CD  players  by  con- 
trast bring  in  $4  billion.  But  high-end  turntables  ($500  and 
up)  are  a  nicely  growing  business.  "Five  years  ago  we 
stocked  just  2  turntables  and  were  lucky  to  sell  a  dozen," 
says  Andrew  Singer,  owner  of  Manhattan's  Sound  By 
Singer  Ltd.  "Today  we  stock  7  brands  and  25  models,  and 
sell  about  500  a  year."  Says  Mark  Goldman,  who  owns 
Sound  Components  in  Coral  Gables,  Fla.:  "Younger  people 
come  in,  listen  to  a  turntable  and  realize  it  offers  signifi- 
cantly better  performance." 

Most  high-end  stereo  dealers  sell  turntables,  but 
chances  are  there  isn't  much  of  a  selection  of  LPs 
town  or  neighborhood.  Mail  order  is 
probably  your  best  source.  Acoustic 
Sounds  in  Salina,  Kans.  (913-825- 
8609)  offers  two-day  delivery  (for 
an  extra  $7.95  per  order)  and 
2,500  titles  of  new  recordings 
between  $10  and  $30  each.  It  lists 
1,000  used  records  on  its  Web  site 
www.btown.com). 

Other  sources  of  new  and  used  LPs: 
Vinyl  Valet  in  Tempe,  Ariz.  (602-829- 
8537);  the  Princeton  Record 
Exchange  in  Princeton,  N.J.  (609- 
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921-0881,  www.prex.com).  The  latter  outfit  carries 
100,000  records,  priced  from  $1  all  the  way  up  to  $200— 
for  a  rare  1957  Miles  Davis  album,  Relaxing  with  The  Miles 
Davis  Quintet. 

Under  license,  Hollywood-based  Classic  Records  (800- 
457-2577)  is  reissuing  many  of  the  old  RCA  Living  Stereo 
and  Mercury  Living  Presence  series  LPs.  The  gems  include 
a  1960  Chicago  Symphony/Fritz  Reiner  recording  of 
Rimsky-Korsakov's  Scheherazade  (rca)  and  an  Antal 
Dorati/Minneapolis  Symphony  1958  recording  of  Stravin- 
sky's Firebird  Suite  (Mercury).  Last  year  Camarillo,  Calif. - 
based  Record  Technology  Inc.  pressed  1.5  million  new 
records,  half  new  issues  and  half  reissues  of  classical,  jazz 
and  rock. 

Today's  new  vinyl  recordings  sound  better  than  the 
scratchy  old  ones  you  remember  from  college.  They're 
made  on  thicker  vinyl  to  prevent  warping  and  with  more 
sophisticated  cutting  and  pressing  equipment. 

Drawback:  They  need  more  care  than  CDs;  the  cartridge 
stylus,  no  matter  how  expensive,  does  eventually  wear 
down  the  groove  with  repeated  playing.  If  you've  got  a 
large  collection  of  older  LPs,  it's  worth  investing  in  a  good 
record-cleaning  machine  like  the  vpi  model  HW  16.5, 
about  $500.  They  look  like  turntables,  but  apply  an  alco- 
hol-based cleaning  solution  to  the  disc  as  it  spins.  Tiny 
brushes  clean  the  gunk  out  of  the  grooves.  It's  all  then 
sucked  up  by  a  little  vacuum.  Even  your  dirtiest  old  Beat- 
les records  will  sound  almost  like  new. 

Warning:  High-end  audio  equipment  is  mostly  a  guy 
kind  of  thing.  There's  what  high-end  audio  salesmen  call 
WAF — the  Wife  Acceptance  Factor.  Some  of  this  stuff  is 
large  and  heavy  and  doesn't  blend  in  well  with  antiques. 
From  a  prior  marriage,  I  could  relate  "the  B&w  loud- 
speakers that  ate  Southampton"  story  to  prove  the  point. 
Thus  audio  pitchman  Andy  Singer  has  this  advice:  "Buy  it, 
take  it  home  and  take  the  heat." 

The  accompanying  table  lists  several  good  high- 
end  turntable  choices  in  three  price  ranges.  They 
may  not  improve  your  marriage,  but  they'll  add  to 
your  listening  pleasure.  Hi 


For  $7,500,  the  Clearaudio  sounds  as  good  as  it  tooks. 


The  goods 


Getting  started  ($1,000  to  $2,500) 

Rega  Planar  3  turntable  w/tonearm  (England)  $695 
Benz-Micro  MC  Silver  cartridge  (Switzerland) 

Total  System  1,045 
An  excellent  value  for  an  entry-level  high-end  system. 

Linn  LP  12  with  basic  power  supply  (Scotland)  $1,645 
Linn  Akito  tonearm  (Scotland)  495 
Linn  K5  cartridge  (Scotland)  195 
Total  System  2,335 
A  classic  brand,  these  turntables  can  be  upgraded 
with  more  expensive  power  units  to  drive  the  platter. 
The  more  you  spend  on  that,  the  better  it  sounds. 


Midrange  ($5,000  to  $10,500) 

VPI  TNT  Jr.  turntable  (U.S.)  $2,800 

VPI  JMW  tonearm  (U.S.)  2,100 

Benz-Micro  Glider  cartridge  (Switzerland)  750 

Discovery  Plus  Four  tonearm  cable  (U.S.)  800 

Total  System  6,450 


At  this  price  level,  you  really  start  hearing  a  difference. 

VPI  knows  what  it's  doing.  This  is  the  entry  level 

of  its  "reference"  TNT  series,  which  goes  up  to  $6,100. 


Clearaudio  Turntable 

w/Souther  tonearm  (Germany)  $7,500 
Clearaudio  Signature  cartridge  (Germany)  2,300 
Discovery  Plus  Four  RCA/RCA  cable  (U.S.) 

Total  System  10,450 


A  striking -looking  turntable  with  a  platter  carved 

out  of  a  solid  block  of  acrylic. 

Physically  separate  motor  to  reduce  noise. 

Big-ticket  systems  (Over  $15,000) 

SME  Model  20  (England)  $8,000 

Graham  Model  II  tonearm  (U.S.)  3,000 

Lyra  Parnassus  cartridge  (Italy)  3,500 

Discovery  Plus  Four  tonearm  cable  (U.S.)  800 

Total  System  15,300 
Simple  to  set  up  and  operate;  large,  screw-down 
clamping  system  holds  down  the  records; 
has  33!4,  45  and  78  rpm  speeds. 

Forsel  Air  Reference  w/tonearm  (Sweden)  $26,000 

Clearaudio  Insider  cartridge  (Germany)  7,500 

Discovery  Plus  Four  RCA/RCA  cable  (U.S.)  650 

Total  System  34,150 
A  complex  unit,  with  separate  pumps  to  run 
the  "air  bearing"  tonearm  and  a  vacuum  system 
to  hold  down  the  records.  Sounds  as  expensive  as  it  is. 

Sources:  Innovative  Audio,  Brooklyn,  N.T.;  Lyric  Hi-Fi, 
New  York  City;  Sound  By  Sinjjer,  New  York  City; 
Sound  Components,  Coral  Gables,  Fla. 
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FINANCIAL  SERVICES 


EDUCATIONAL  SERVICES 


Receive  Value  Line  x 
for  only  $55 

An  Introductory  subscription  to  The  Value  Line  Investment  Survey 

brings  you  the  2000-page  Investors  Reference  Library — Value  Line's  most  recent 
Ratings  and  Reports  on  1700  stocks  and  the  practical  guide  How  to  Invest  in  Common 
Stocks.  You  will  also  receive  analyses  of  about  130  stocks  each  week  for  10  weeks  for 
$?ST$55.  Available  only  once  every  three  years  to  any  household.  SPECIAL  BONUS: 
WALL  STREET  WORDS,  an  accessible  dictionary  of  over  3,500  terms  (retail  price 
$8.95).  In  addition  to  clear  definitions,  this  convenient  guide  features  special 
explanations,  helpful  hints,  and  case  histories  on  87  topics  of  special  interest, 
contributed  by  32  Industry  professionals — plus  48  case-example  paragraphs  by 
the  author.  (Available  while  supplies  last.)  SPECIAL  EXTRA  BONUS — Our  New 
Video— INVESTING  THE  VALUE  LINE  WAY:  How  To  Make  The  Stock  Market 
Work  For  You.  Free  with  your  trial  subscription.  Your  subscription  may  be  tax- 
deductible:  consult  your  tax  advisor.  Send  check  or  money  order 
along  with  name,  address  and  zip  code  together  with  this  ad  or: 

Call  Toll-Free  1-800-833-0046 

Ext.  2903  Dept.  216C07  Amertan  Express,  MasterCard  or  Visa.  24  hours  a  day,  7  days 
a  week.  II  you  are  not  completely  satisfied  return  all  materials  in  good  condition  within  30 
days  from  the  start  of  your  trial  subscription  for  a  full  refund  of  your  fee. 
Allow  4  weeks  for  delivery.  Foreign  rates  upon  request. 

sThe  Value  Line  Investment  Survey'*, 

fcv    PO  Box  3988  New  York, 
NY  10008-3988 
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EXECUTIVE 


SSBK 


CONSULTING 

/  Substantial  Income 
✓  Prestigious  Business 
/  Low  Risk 

/  Moderate  Investment 
/  Financing  available 
/  Work  part  or  full-time 
/  No  royalties 
/  No  employees 
/  No  inventory 
/  High  ROI 

800-660-0330 
Mon-Fri,  9am  •  5:30  pm,  GST 


OFFSHORE 


TAKE  YOUR  BUSINESS       SHORE  FOR  THE 
BEST  ASSET  PROTECTIOM  A.ND  PRIVACY 
Companies  -  Bahamas,  BV1,  Cayman 

TluMSi  Banlc  61  Secuhnci  Acco, 

Credit  Card!  *8?5 
Vua/MC/Amc*  C°nPlt 

(800) 551-9105 

hrrp://www  g^tmrf.cotVuci 


SECURE  CONFIDENTIAL 
/OFFSHORE  BANKING 

For  your  asset  management 
we  specialize  in  showing 
you  "How  To"  have  secure 
Overseas  /Confidential  Banking, 
Tax  Planning,  Asset  Protection, 
Wealth  Transfer  and  Capital 
Preservation. 

Call  us  today:  800-266-821 1 

Merrill,  Scott  &  Associates 
http://www.merrillscott.com 


-J^H-y  Of  the  Nation's 
fREx  >  Leading 
X0P\S  Investment 
h/sH  Digest 


Informed  investors  read  the 
Dick  Davis  Digest  to  get 

stock  picks  &  market  analysis 
from  top  industry  advisors. 

Brokers  insist  on  it. 
Serious  investors  swear  by  it. 

Call  for  your  free  issue  today! 

1-800-654-1514  ext.1373 


Your  Own  Professional 
consultantcy  service  can 
Help  Other  Businesses 


As  a  specialist  mediation  con- 
sultant you  can  enter  a  growth 
professional  field,  which  can 
provide  meaningful  personal  sat- 
isfaction and  a  substantial  earn- 
ing potential.  Goods/services, 
bank  loans,  insurance,  business 
transfers,  R.E.  mortgages,  etc. 
require  negotiation  skills,  and  the 
temperament  to  mediate  in  a 
professional  manner.  As  our  af- 
filiate you  will  receive  excep- 
tional training  and  tech.  support 
from  40  yrs  of  exp.  F/Ptime. 
$1 2k  req.  Free  brochure  &  video. 
Valcor  Arbitration  Services,  Ltd. 
www.ValcorUSA.com 
800-998-9843 


INCORPORATE  IN  DELAWARE 


SrjedoBsts  in  setting  up  Delaware  Corporations.  General,  Aircraft, 
Boat  &  Shetf  Corporations  Col  or  write  for  our  Wf £  KIT 

Wo  provide  tonHSential 
qtaSty sitrvkt  tort 
"htd.  reasmxMe  tele. 

351 1  Silvers*  Rd,  /105-fB  •  Wilmington,  OE  USA  19810 
302-477-9800  •  80O32K0RP  •  FAX  302-477-981 1 
E-mri  corp@detreg.com  •  Internet  http://delreg.com 


$350,000++  Potential 
Annually  FROM  HOME 

S350K  and  more  possible  annually  from  one-time 
start  up  of  less  than  $10K.  $75K  potential  1st  few 
months.  One  year  old,  global  company, 
break-through  product  and  profit  structure.  Work 
from  wherever  you  have  phone,  fax.  No  inventory 
or  selling  experience  required.  No  meetings,  not 
MLM.  Call  now— 1-800-432-0018  x2776  for  24 
hour  2  minute  message. 


BUSINESSES 


FOR  SALE  BY  OWNERS 

CONVENIENCE  STOKES  "  RESTAURANTS  ■  MOTELS  ■ 
NURSERIES  *  NURSING  HOMES  "  PERSONAL  SERV  " 
AUTO  SERV.  •  MFG.  "  WH8LE  DISTR  ■  FLORISTS 
MI8C  RETAIL  "  TRANSPORTATION  " 
FROM  SC0M  •  SOME  WITH  TERMS  ■ 

WORLDWIDE 
1-904-233-1680 


CAPITAL  AVAILABLE 


FA$T  EA$Y  FINANCING 


or  equity  capital  for  your  business.  New 
database  profiles  10,000  active  lenders 

willing  to  take  risks  your  bank  won't. 

75  financing  types  give  you  countless 
options  for  every  deal. 

FREE  INFO  800-580-1188 


Universitv  Deqrees 


Approved  Self  Paced  Home  Study 
Associate  Bachelors  Masters  Doctor 

Emphasis  in:  Business  Admin,  Public  Adm 
Health  Care  Admin,  Human  Resources, 
Finance,  International  Business,  Tech  Mgr 
Law,  Paralegal,  Psychology  Call  tor  brochi 
(800)  477-2254  (24  hrs) 
Southern  California  University 
for  Professional  Studies 
1840  E.  17  St-F,  Santa  Ana.  CA  92705 
http://www.scups.edu 
Email:  enroll@scups.edu 


MBA  by  Distance  Lemhi 

Major  British  university  otters  accredited  MBA; 
Bachelor's  or  GMAT  needed.  Chosen  try  Econoi 
Intelligence  Unit  as  one  ot  wodd's  best  MBA  progra 

HERIOT-WATT  UNIVERSITY  ]  (800)  MBA-01 
North  American  Distributor  i  ■■<**  Ask  tor  etji 
6921  Stockton  Ave.  Suite  C.  El  Cerrito.  CA  9453 
For  immediate  FaxBack  literature:  from  yi 
fax  machine's  phone,  call  (510)  486-89001 


COLLEGE  DEGRE 

BACHELOR  S  •  MASTER'S  •  DOCTOR; 

For  Work.  Life  and  Academic  Expert* 

Earn  your  degree  throu 
convenient  nome  studj 

(800)  423-3244  ex.  1 
Fax:  (310)471-6456 

send  detailed  resume  tor  wc  t vhui 

Pacific  Western  Universj 

1210  Auahi  Street.  Depl  185,  Honolulu,  HI  96814-45 
http://www.pwu-hi.edu 


Earn  Your  Degree  Nov 

BS,  MA,  MBA,  Ph.D. 

I  Send  resume  for  no-cost  evaluation  ol 
(800)  240-61 

6400  Uptown  Biivj 
■  Suite ! 
De 

'  Albuquerque,  New  Mexico  87110 


GET  A  COLLEGE  DEGR 
IN  27  DAYS 

BS/MS/MBA/PhD.,  etc.  IncM 
graduation  ring,  transcr 
diploma.  Yes,  it's  real,  lei 
guaranteed  and  accredit 
1-800-689-8647,  24/hours. 
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HANG-IT™  CLIPS 

per  Clips  of  the  21st  Century 
ay  "BYE!"  to  GEM  Clips! 
»»License  Now!«« 
ittp://www.usamkt.corn/jps 

jps@usamkt.com 
4-831-7590  F:714-360-9214 


VESTMENT  GEMSTONES 
JARANTEED  LIQUIDITY!! 
We  buy  &  sell  Diamonds 
and  all  Precious  Gemstones. 
ree  wholesale  catalog  since  1967! 
Member:  Jewelers  Board  of 
Trade  <£  Chamber  of  Commerce. 

HOUSE  OF  ONYX 
Main  St.,  Greenville,  KY  42345 
00-844-3100  or  FAX  502-338-9605 


It  keeps 
more  than 
memories 
alive 


THE  AMERICAN  HEART 

ASSOCIATION 
MEMORJAL  PROGRAM. 

1-800-242-8721 


nerican  Heart  Association  \P 

s  space  provided  as  a  public  service 
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COSMETIC  HYGIENIC  DISPOSABLES 


S0**^    QOSM EDIX®  Hygienic  Disposables 

J  •  Prevent  Cross  Contamination  •  Mascara  Wands 

I  \    •  Lip  Brushes  •  Spatulas  •  Latex  Free  Sponges 

Eyeshadow  Applicators  •  Cotton  Squares  •  Swabs 
150-Q  Executive  Dr.  Edgewood,  NY  11717-8329 
Phone:  +1  516-242-3270     Fax:  +1  516-242-3291 
www.qosmedix.com    info  @  qosmedix.com  


EXERCISE  VIDEO 


Sports-Related  Injury  Treatment!!! 

Golf  -  Tennis  -  Running  -  Swimming  -  Baseball  -  Soccer  -  Football 


World  Famous  Sports  Orthopedic  Surgeon,  Dr.  W.  Allen  Hughes  II,  has 
developed  a  30-minute  how-to  instructional  video  to  help  treat  the  most  com- 
mon of  sports-related  injuries  such  as  cramps  or  tendonitis!! 

Tennis  elbow,  shoulder  problems  from  golf  or  baseball,  shin  splints  from 
running,  back  problems  from  swimming,  etc.  can  be  treated  by  following  the 
simple  exercises  from  this  video!! 

For  only  $29.95 plus  $3.00  S&H,  learn  how  to  treat  your  injury  before 
spending  hundreds  of  dollars  at  a  doctor's  office  for  similar  advice!! 


To  place  an  order  or  for  more  information  on  how  to  relieve  your  sports-related  injury: 


Please  call  (813)5154444 
Only  $29.95 

Plus  $3  S&H  per  video! 


Or  Send  Check  or  Money  Order  to: 

Dr.  W.  Allen  Hughes  II 
P.O.  Box  25237,  Tampa,  FL  33622 


BDDKS/AUTHORS/PUBLISHERS 


NEW  AUTHORS 

PUBLISH  YOUR  WORK 

All  subjects  considered: 
Fiction,  Biography.  Poetry,  Religion,  Childrens 

AUTHORS  WORLDWIDE  INVITED 

write  or  send  your  manuscript  to: 
MINERVA  PRESS 

2  OLD  BROMPTON  ROAD,  LONDON  SW7  3DQ,  ENGLAND 


Franchise 

your  business! 

Call  for  information  about 
"Franchise  Your  Business"  seminars, 
or  information  on  franchising. 

R-cincon*  FB 

Specialists  in  Franehlg*  Development  r  D 

1  ^OP-FRANCHISE  (1-800-372-6244)^ 


EXECUTIVE  GIFTS 


Back  pain? 


Based  on  the  Alexander 
Technique,  PosturEvolution  is  not 
simply  a  seating  device,  it's 

a  long-term  approach 
to  back  care. 

Our  seat  support  guides  you 

into  sitting  properly. 
And  good  posture  can  lead 
to  immediate  comfort  and  to 

lasting  relief. 


800  392  0363 


Send  for  a 

FREE 
CATALOG 

of  business  books  for  sale 
by  the  U.S.  Government! 

Write  to: 

Free  Business  Catalog 
U.S.  Government  Printing  Office 
Office  of  Marketing — Stop  SM 
Washington,  DC  20401 


FINE  ART 


DALI 

Collect  Rare,  Authentic 
Limited  Edition* 
from  $  2S00 
CALL  FOR  CATALOG 
1-800-993  DALI 
or(310)  798-1360 


SILVERSTATE  FINE  ART 


Get 
A 

Life 


Take  control 
of  your  schedule 
with  F/exJet™ 
fractional 
ownership. 
It's  not 
time -sharing.  It's  guaranteed 
anytime  access  to  a  fleet 

of  business  jets,  from 
an  all-inclusive  $170,000 

a  year"  over  5  years. 
Call  1-800-590-JETS. 

BUSINESS 

JetSolutions 

the  executive  aviation  affiliate  of  AmericanAttlines* 

*  Estimated  annual  after-tax  cost  of  ownership 
of  1  /8  share  { 500  occupied  hours  over  five  years) 
inaLearjet'  Jl  A.  Conditions  apply. 


Driving  Expert«RC« 

is  available  year  round  at  Atlanta,  Charlotte,  Las  Vegas, 
and  Walt  Disney  World  Speedway.  5  courses  to 

choose  from  with  rides  starting  at  $99.99. 
For  more  information  and  a  free  brochure,  call: 

Moo-if'Pfrrr 


FORBES  MARKET  CLASSIFIED 

To  spotlight  your  specialty  product  or  service  to  an  affluent  proven  responsive  executive  audience: 

CALL  OR  FAX  LINDA  LOREN  (212)  260-0620  or  FAX  (212)  260-8183  e-mail:  lloren@forbes.com 


THOUGHTS  ON  THE  BUSINESS  OF  LIFE 

thoughts@forbes.com   .■  


There  is  no  joy  surpassing 
that  which  springs  from 
consciousness  of  work 
well  done,  whether  that 
work  be  driving  an  engine 
or  managing  a  railroad, 
sweeping  a  bank  floor 
or  filling  its  presi- 
dential chair,  selling 
a  bill  of  goods  or 
directing  a  vast  sales 
force,  operating  a 
machine  at  the  bench  or 
running  a  great  factory. 
No  theatre,  no  movie 
show,  no  picnic,  no  va- 
cation can  yield  the 
same  satisfying  pleasure 
as  is  derived  from  put- 
ting forth  in  honest 
work  the  best  that  is 
in  us. 

-B.C.  Forbes 


A  Text  .  .  . 

Yet  a  little  while  is  the 
light  with  you.  Walk 
while  ye  have  the  light, 
lest  darkness  come  upon 
you:  for  he  that  walketh 
in  darkness  knoweth  not 
whither  he  goeth. 
-John  12:35 


Sent  in  by  John  Giba, 
Tequesta,  Fla.  What's  your  favorite 
text?  Forbes  Book  of  Quotations: 
Thoughts  on  the  Business 
of  Life  is  presented  to  senders 
of  texts  used. 


A  country  losing  touch  with 
its  own  history  is  like  an 
old  man  losing  his  glasses, 
a  distressing  sight,  at  once 
vulnerable,  unsure  and  easily 
disoriented. 
-George  Walden 

Every  time  history  repeats 
itself  the  price  goes  up. 
-Anonymous 

American  history  is  longer, 
larger,  more  various,  more 
beautiful,  and  more  terrible 
than  anything  anyone  has 
ever  said  about  it. 
-James  Baldwin 

Who  has  fully  realized  that 
history  is  not  contained  in 
thick  books  but  lives  in 
our  very  blood? 
-Carl  Jung 


To  study  history  means  submit- 
ting to  chaos  and  nevertheless 
retaining  faith  in  order  and 
meaning.  It  is  a  very  serious 
task,  possibly  a  tragic  one. 
-Hermann  Hesse 

An  age  cannot  be  completely 
understood  if  all  the  others 
are  not  also.  The  song  of  his- 
tory can  only  be  sung  as  a  whole. 

-Ortega  y  Gasset 


The  "Thoughts"  three-volume  boxed  set  and  individ- 
ual volumes,  now  out  of  print,  have  been  replaced  by 
Forbes  Book  of  Quotations:  Thoughts  on  the  Business 
of  Life,  a  new  one-volume  deluxe  edition  with  more 
than  900  pages  and  14,000  quotes.  The  price  is  only 
$40.00,  plus  $3.50  shipping  and  $1.00  per  item 
handling  (add  applicable  sales  tax). 

Still  available:  the  Thoughts  Screen  Savertor  PC 
(Windows  3W  diskette),  for  $19.95. 
To  order,  please  call  toll-free  1-800-876-6556. 


History,  real  solemn  history, 
I  cannot  be  interested  in. 
I  read  it  a  little  as  a  duty; 
but  it  tells  me  nothing  that 
does  not  either  vex  or  weary 
me.  The  quarrels  of  popes 
and  kings,  with  wars  and 
pestilence  in  every  page; 
the  men  so  good  for  nothing, 
and  hardly  any  women  at  all. 
-Jane  Austen 

Anybody  can  make  history. 
Only  a  great  man  can  write  it. 

-Oscar  Wilde 

Civilized  ages  inherit  the 
human  nature  which  was 
victorious  in  barbaric  ages, 
and  that  nature  is,  in  many 
respects,  not  at  all  suited 
to  civilized  circumstances. 
-Walter  Bagehot 

We  are  much  beholden  to 
Machiavelli  and  others  that 
write  what  men  do,  not  what 
they  ought  to  do. 

-Francis  Bacon 

The  disadvantage  of  men  not 
knowing  the  past  is  that  they 
do  not  know  the  present.  His- 
tory is  a  hill  or  high  point 
of  vantage  from  which  alone 
men  see  the  town  in  which 
they  live  or  the  age  in 
which  they  are  living. 
-G.K.  Chesterton 

The  history  of  the  world  is 
the  world's  court  of  justice. 

-Friedrich  von  Schiller 

History  not  used  is  nothing, 
for  all  intellectual  life  is 
action,  like  practical  life, 
and  if  you  don't  use  the 
stuff- — well,  it  might  as  well 
be  dead. 
-A.J.  Toynbee 
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Shrewdest 

Andrew  Tanzer,  head  of  our  Pacific  bureau  in  Hong  Kong,  is  a 
conservative  sort  of  fellow.  When  I  proposed  identifying  cover  sub- 
ject Robert  Kuok  as  "the  shrewdest  businessman  in  the  world," 
Tanzer  was  hesitant.  "I  don't  like  hyperbole,"  he  demurred.  But  by 
the  time  he  finished  his  extensive  interviewing  of  and  about  Kuok, 
he  had  decided  the  description  was  right  on  the  money  "Kuok's  cer- 
tainly the  shrewdest  businessman  I've  come  across,"  says  Tanzer, 
who  in  his  1 1  years  in  Asia  has  interviewed  a  good  many  of  the 
world's  billionaires. 

Our  photographer,  Joan  Boivin,  got  a  taste  of  the  hospitality  that 
has  made  Kuok  such  a  successful  hotelier.  Kuok  invited  her  and  her 
assistant  to  join  him  and  some  of  his  friends  and  children  at  lunch  at 
one  of  his  favorite  Hong  Kong  restaurants,  Kung  Tat  Lam,  a  vege- 
tarian place  in  Causeway  Bay.  She  says  the  food  was  splendid,  the 
conversation  even  better.  The  Kuok  story  begins  on  page  90. 

Richest 

It  takes  more  than  time  and 
money  to  discover  the  world's 
richest  people.  You  also  need 
the  experience  Forbes  has 
gained  in  eight  decades  of 
identifying,  describing  and 
analyzing  wealth.  Kerry  Dolan 
headed  this  year's  research 
effort  on  the  world's  richest 
and  most  powerful  business- 
people.  "Complicating  the 
matter,"  Dolan  says,  "is  the 
fact  that  a  lot  of  billionaires 
want  to  protect  their  privacy 
or  avoid  interesting  the  tax 
UfMM  collector."   Helped   by  15 

staffers  and  our  rich  archives, 
Dolan  made  sure  that  few  of  the  superrich  slipped  through  our  fin- 
gers. She  received  invaluable  help  from  Cynthia  Crystal  and  Velma 
Van  Voris  in  our  library.  Ronda  Kass  designed  the  art  for  the  feature, 
Lorna  Bieber  sleuthed  out  the  photos  and — as  with  our  80th 
anniversary  issue — Lewis  D'Vorkin  put  his  inimitable  editorial  touch 
on  it.  "The  global  power  elite"  starts  on  page  97. 


Retiring 

With  this  issue,  two  of  my 
oldest  colleagues  leave 
Forbes  for  well-earned 
retirement:  Director  of  Man- 
ufacturing and  Production 
John  Romeo  (left),  31  years 
of  service,  and  Senior  Editor 
Howard  Rudnitsky,  37  years. 
Each  in  his  way  made  a 

tremendous  contribution  to  our  growth.  I'll  miss  them. 


Kerry  Dolan  (right)  and  billionaires  team 
Sniffing  out  global  wealth  and  power. 


f /  Editor 
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When  others 

You  were  investing 
When  others  got  promoted 

You  did  the  promoting 
When  others  were  playing  catch-up 

You  were  ahead  of  the  game 

Now 

Has  your  homeowners  insurance 
kept  pace  with  your  lifestyle? 


PRESTIGE®  HOMEOWNERS  INSURANCE.  DESIGNED  FOR  ACHIEVERS. 
:or  more  information,  contact  an  independent  insurance  agent  representing  Fireman's  Fund.  }  irtnicllVs 

http://www.the-fund.com  FlHld 
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Busted!  At  last! 

When  Forbes  first  wrote  > 
about  Harry  Schreiber,  the  ex- 
convict  was  running  a  tax-shel- 
ter Ponzi  scheme  in  Florida.  He 
got  away  with  it.  Four  years 
later  (Aug.  31,  1992),  we  found 
him  living  lavishly  while  hus- 
tling a  Florida  dry-cleaning 
racket  and  a  Colorado  car  scam. 
"Where  are  the  cops?"  we 
asked.  Harry 

It's    taken    a   while,    but  Now 
Schreiber,  56,  is  finally  behind  ^Bi 
bars.  In  March  he  and  a  36- 
year-old  associate,  Mark  Izydore, 
were  convicted  on  nine  counts  of 
conspiracy,  wire  fraud  and  bankrupt- 
cy fraud.  The  pair  had  been  looting  a 
bankrupt  Smithville,  Tex.  company, 
Marhil  Manufacturing,  a  maker  of 
marine  hatches  for  big  ships. 

"Your  stories,  particularly  the  first, 
were  very  helpful  in  my  investiga- 
tion," Sharon  Pierce,  the  assistant 
U.S.  attorney  who  prosecuted  the 
case,  told  Forbes. 

We  keep  wondering:  Why  is  it  so 
hard  to  nail  these  crooks?  If  Forbes 
can  find  them  out,  why  can't  the  cops 
do  the  same? 


Schreiber 

a  guest  of  the  federal  government. 

UFO  bonds? 

You  haven't  heard  the  last  about 
Roswell,  N.M.'s  flying  saucer  mania, 
which  Forbes  first  detailed  a  year  ago 
(July  15,  1996). 

Now,  to  build  a  landfill,  Roswell 
plans  to  issue  $6  million  of  municipal 
bonds,  backed  by  trash  fees  and  a 
local  sales  tax.  Roswell's  ongoing  UFO 
theme  will  dominate  this,  too. 
Hoping  to  attract  collectors  and  thus 
maybe  a  lower  interest  rate,  City 
Manager  John  Capps  says  the 
Roswell  offering  statement  cover 
probably  will  sport  a  flying  saucer 
emblem,  complete  with  an  alien 


"Re-creation"  of  alleged  1947  alien  landing  at  the  UFO  Enigma 
Museum  in  Roswell,  N.M. 

Tourism  is  whirring,  but  city  officials  warn  that  UFO  mania 
could  someday  crash  to  earth. 


I  1 
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Sometimes  The  Best  Offense 
Is  A  Good  Defense. 


Select  S&P  Industrial  Portfolio 


In  a  volatile  market,  you've  got  to  weigh  every  move.  That's 
what  we  do  with  the  Select  S&P  Industrial  Portfolio.  It  takes  indexing 
to  another  level  with  its  new  stock  screening  process. 

We  start  with  the  stocks  of  the  S&P  Industrial  Index*  analyze 
them,  then  select  15  quality,  high  dividend  yielding  stocks  that  may  be 
currently  undervalued.  Their  higher  than  average  dividend  yield,  if 
maintained,  could  help  buffer  the  effect  of  stock  price  declines  during 
market  downturns. 

While  this  is  a  one-year  portfolio,  it's  designed  to  be  an 
investment  strategy  you  can  follow  for  the  long  term.  You  can  rollover 
your  investment  each  year  into  a  new  portfolio,  if  available.  However, 
there  is  no  assurance  that  any  portfolio  will  outperform  the  Index 
over  its  1-year  life  or  successive  rollovers. 

The  result  is  a  Portfolio  of  stocks  combining  value,  capital 
appreciation  potential,  and  dividend  income.  This  new  Portfolio  offers: 

•  Stocks  rated  A  or  better  by  Standard  8c  Poor  's. 

•  A  disciplined  strategy. 

•  Minimum  investment  of  just  $250. 

Call  Defined  Asset  Funds  today  for  a  free  copy  of  the 
Select  S&P  Industrial  Strategy  Guide.  It's  a  smart  move. 

1-800-562-2926  ext.  255 


Buy  With  Knowledge. 


^^efined  Asset  Funds 


Hold  With  Confidence. 
Family  of  funds  offered  by 

Merrill  Lynch  •  Smith  Barney  •  PaineWebber 
•  Prudential  Securities  •  Dean  Witter 

*  "Standard  &  Poor's"  and  "S&P"  are  trademarks  of  The  McGraw-Hill  Companies  and 
have  been  licensed  for  use  by  Defined  Asset  Funds.  The  Portfolio  is  not  sponsored, 
managed,  sold  or  promoted  by  Standard  &  Poor's,  Dividends  and  any  gains  will  be 
subject  to  tax  each  year.  A  free  prospectus  containing  more  complete  information  on 
Defined  Asset  Funds""  Select  S&P  Industrial  Portfolio,  including  all  charges  and  expenses, 
is  available  from  any  of  the  above  sponsors.  Read  the  prospectus  carefully  before 
investing.©  1997 Merrill  Lynch,  Pierce,  Fenner  &  Smith  Inc .  Member  StPC. 


peeking  over  the  top. 

Heeding  legal  advice,  Capps  says 
offering  documents  probably  will 
contain  yet  another  municipal-finance 
first:  UFO  cautionary  language.  The 
warning:  There  can  be  no  assurance 
that  UFO-mania — and  the  sales  tax 
revenues  it  generates — will  continue 
its  out-of-this-world  growth  in 
Roswell.        -William  P.  Barrett 

Tapped  out 

Chesapeake  Energy  looked  to  us 
like  a  highflier  headed  for  a  fall. 
Enamored  investors  had  bid  up  the 
stock  to  6714,  giving  the  Oklahoma 
City-based  oil  and  gas  company  a 
market  capitalization  of  $2.3  billion. 
But  Chesapeake's  accounting  was  ag- 
gressive. It  had  one  of  the  highest 
percentages     of  "undeveloped" 


Dubious  prospects 

12/2/96  =  100 


12/96         2/97         4/97  6/97 

Sources:  Telemet  Orion;  Bloomberg  Financial  Markets. 


reserves  ever  seen  in  the  industry.  "Is 
Chesapeake's  oil  worth  almost  five 
times  the  average?"  we  asked. 
"Doubtful"  (Dec.  16,  1996). 

We  got  it  right.  Last  month  the 
company  announced  that  it  expects  to 
take  a  pretax  charge  of  up  to  $200 
million  because  of  poor  results  from 
its  highly  touted  Louisiana  wells  in  the 
Austin  Chalk  formation.  It  also  plans 
to  scale  back  the  Louisiana  drilling 
program  and  to  slash  capital  spending. 
Since  our  story,  the  stock  has  lost 
three-fourths  of  its  value.  Recent 
price:  8%  (split-adjusted). 

Michael  Spohn,  director  of 
research  at  Petroleum  Research 
Group  in  Rye,  N.Y.,  thinks  shares 
could  fall  further  now  that  manage- 
ment has  lost  credibility  and  may 
have  difficulty  raising  future  capital. 
"It  was  only  a  matter  of  time."  H 
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"Control  Data  is  enabling  Unilever 
to  use  global  information  in 
meeting  local  consumer  needs  everywhere" 


s 


f  Lipton 


From  tea  bags  to  toothpaste. 

From  Popsicles  to  White 
Diamonds.  With  450 
operating  companies 
worldwide  and  $52  billion  in  annual 
revenue,  at  Unilever,  there's  no 
such  thing  as  a  minor  inefficiency. 
Almost  anything  less  than  razor-sharp 
performance  costs  investors  millions. 

With  so  much  at  stake,  it's 
not  surprising  that  Unilever  takes  an 
active  interest  in  what  some 

institutions  regard  as 
mundane  technology 
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Mil 

Directory 
Administrator 


Common  Name:  Dr.  Armitage 

Title:  Head  of  Global  Infrastructure.  Unilever 

Phone  Numbers 

Email  Addresses 


Control  Data  is  helping  Unilever  implement  a  globally  distributed,  standards-based 
intranet  directory  for  enterprise  messaging  and  many  other  applications. 


issues.  "We  have  a  new  approach  to  IT  efficiency  that  not  only  can  provide 
better  computer  service  to  our  daily  users,  but  can  reduce  our  technology 
costs  by  25  percent,  which  ultimately  could  amount  to  $85  million  in  savings,"  says 
Dr.  Martin  Armitage,  head  of  global  infrastructure. 

This  new  approach  relies  on  a  global  directory  service  that  can  be  accessed 
and  manipulated  by  a  wide  range  of  applications.  "Only  Control  Data  had  both  the 
technology  we  required  and  the  vision  and  commitment  to  work  with  us  toward  an  overall  solution," 
says  Dr.  Armitage.  "Control  Data  also  had  the  experience  implementing  directory  services 
for  tens  of  thousands  of  users." 

If  you'd  like  to  realize  a  "new"  and  "improved"  vision  of  your  enterprise 
through  technology  innovation,  give  us  a  call  at  1 -888-RIALT04.  Or  visit  us  on 
the  Web  at  http://www.cdc.com.  CONTROL  DATA 

The  Integration  Company 


ON  MY  MIND 


WHAT'S  WORRYING  TOP  EXECUTIVES /EDITED  DY  KATARZYNA  MORENO 

The  E-mail  never  stops 


By  Dolly  Setton 


'^Letters  and 
faxes  are 
terrible 
things.  In 
fact, 

they  destroy 
data." 


Stephen  Eckett, 
managing  director, 
Numa  Financial 
Systems 


James  Cramer 

Cochairman 
TheStreet.com 

I'm  totally  addicted  to  E-mail.  When  I'm 
awake,  I  check  it  every  hour.  Last  night  I 
checked  at  9  o'clock.  And  this  morning  I 
came  in  at  5  a.m.  and  I  had  50! 

They  are  all -important  for  me  because  it's 
how  I  get  the  feedback  on  how  [my  Web  site] 
TheStreet.com  is  going.  I  respond  individually 
to  all  my  E-mail.  I  can  do  it  because  I  type 
160  words  a  minute.  I  spend  an  hour  and  a 
half  doing  E-mail  every  day. 

It's  my  preferred  mode.  A  phone  call  goes 
through  about  five  people  before  it  gets  me. 
Before  E-mail,  I  used  to  be  bothered  con- 
stantly by  work  calls  at  home.  Work  calls  just 
destroy  your  marriage,  and  they  make  your 
kids  think  you're  a  jerk. 

I'm  going  on  vacation,  and  the  main  debate 
I  have  is  whether  my  wife  will  be  angry  that 
I'm  on  the  PC. 


A  battery  of  E-mail,  voice  mail  and 
faxes  barrages  businesspeople  every 
day.  How  do  you  deal  with  this 
explosion  of  information  and 
communication?  Forbes  asked 
11  business  executives. 


Stephen  Eckett 

Managing  Director 
Numa  Financial  Systems 

I  am  a  particular  fan  of  E-mail.  Letters 
and  faxes  are  terrible  things.  In  fact, 
they  destroy  data.  When  people  want 
to  write  a  message — a  letter  or  a  fax — 
they  will  probably  write  it  on  a  com- 
puter first.  When  the  message  is  still  on 
the  computer,  it  is  very  flexible.  But  as 
soon  as  you  print  it  out  onto  a  piece  of 
paper,  it  becomes  ossified. 
For  example,  I  get  about  50  or  60 
E-mails  every  day.  Now  if  I  receive,  say, 
50  faxes  every  day,  then  after  100  days  I 
would  have  5,000  faxes.  Say  after  six  months 
I  want  to  find  a  particular  fax.  You  can  spend 
forever  looking  through  faxes.  But  once 
things  are  on  your  computer,  and  by  E-mail, 
then  it's  a  matter  of  five  seconds  to  search 
through  5,000  messages:  Just  do  a  keyword 
search. 

We'll  look  back  on  the  fax  machine  as  a  very 
odd  invention,  the  strangest  beast  in  the 
techno- jungle.  It  existed  only  because  the 
technology  of  E-mail  was  a  little  bit  difficult 
and  not  everybody  had  computers. 

Donald  Phillips 

President 
Morningstar,  Inc. 

I  remember  reading  some  of  John  Temple- 
ton's  comments,  and  he  said  you  should  never 
get  your  information  through  television.  You 
should  get  it  through  a  newspaper  because 
there  you  can  spend  longer  on  the  issues  that 
are  of  greater  importance  to  you  and  less  time 
on  the  others. 

I  think  that  E-mail  in  effect  allows  you  to 
do  the  same  thing,  because  if  you  had  to  go 
through  the  formality  of  sitting  down  with 


IN 
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Second  Place,  Food  Chain  ] 


Nobody  wants  to  finish  second.  That's  why  IKON  Office  Solutions5"  helps  you  compete  better.  By  offering  copier 
systems  and  integrated  computer  networking  solutions.  By  managing  your  company's  mailroom  and  copy  center. 
And  by  handling  your  imaging  and  file  conversion  needs.  We'll  use  the  latest  technology  from  companies  like 
Oce,  Canon,  Microsoft,  IBM,  Sharp,  Ricoh  and  Compaq.  All  backed  by  IKON's  custom  guarantee.  And  all 
designed  to  help  your  company  do  one  thing.  Win.  To  help  your  company  come  in  first,  call  us  at  1-888-ASK-IKON. 


Work 
to  Win. 


www.IKON.com 
1-888-275-4566 


Microsoft  is  a  registered  trademark  of  Microsoft  in  the  U.S.  and  other  countries.  IBM  is  a  registered  trademark  of  International  Business  Machines  Corporation  Compaq  is  a  registered 
trademark  of  Compaq  Computer  Corporation.  All  other  brand  and  product  names  are  the  trademarks  of  their  respective  holders. 


UN  MY  IYIINU 


"Around 
promotion 
time,  the 
amount  of 
E-mail  gets 
amazing." 


A.B.  (Buzzy) 
Krongard, 
chief  executive, 
Alex.  Brown  Inc. 


each  of  these  people  to  have  a  discussion, 
there'd  be  all  these  pleasantries — sort  of  like 
going  through  the  sports  and  the  weather  and 
all  of  these  things. 

David  V.  B.  Britt 

President  and  Chief  Executive  Officer 
Children's  Television  Workshop 

I  think  E-mail  is  a  new  art  form.  It's  semi- 
conversational.  Some  things  that  you  might 
say  in  conversation  might  sound  offensive  in 
writing.  And  yet  E-mail  isn't  as  formal  as  a 
memo.  And  you  have  to  think  a  little  bit,  but 
not  a  lot.  It's  sort  of  halfway  between  real 
writing  and  just  "blah-blah"  conversation. 

Dr.  Moses  Ma 

Senior  Partner 
Mitchell  Madison  Group 

In  consulting  we  actually  use  voice  mail 
almost  completely.  I  would  prefer  E-mail 
because  then  you  have  a  record  of  everything 
you  send  back  and  forth.  But  most  of  the  time 
you're  out  of  the  office — I  don't  carry  a  com- 
puter with  me,  it's  just  too  heavy — so  we  just 
call  in  voice  mail,  leave  messages,  get  voice 
mails.  Some  partners  don't  use  computers,  so 
they  couldn't  use  E-mail. 

Jennifer  Becker 

Senior  Leasing  Associate 
Samuels  &  Associates 

I  find  I  am  definitely  more  comfortable  with 
voice  mail.  It's  hard  to  let  somebody  know 
your  tone  in  written  correspondence,  like 
E-mail.  If  you  are  trying  to  be  sarcastic  or 
facetious,  it  does  not  always  come  through. 

Sarah  Ahn 

Director  of  National  Marketing 
American  Express 

I  don't  think  we  need  to  use  all  the  different 
channels  of  communication  that  we  have.  I 
warn  people  that  I  am  not  an  E-mail  person,  so 
they  know  not  to  send  me  urgent  stuff  on 
E-mail.  I  probably  prioritize  my  voice  mail  first, 
regular  mail  second  and  then  my  E-mail  last. 
To  me  E-mail  is  an  impersonal  way  to  communi- 


cate. Sometimes  you  feel  like  people  E-mail  because 
they  don't  want  to  talk  to  you.  If  someone  has  a 
quick  question,  I'd  rather  have  diem  just  stop  by 
and  talk  to  me,  because  then  you  interact  with  your 
people  a  lot  more. 

Rhonda  Sanderson 

Chief  Executive  Officer 

Sanderson  &  Associates  (public  relations) 

Nothing  will  ever  take  the  place  of 
schmoozing. 

A.  B.  (Buzzy)  Krongard 

Chief  Executive  Officer 
Alex.  Brown  Inc. 

E-mail  and  voice  mail  cause  an  information 
overload  because  with  the  touch  of  a  button 
you  can  have  ten  people  see  how  hard  you're 
working  or  how  clever  you  are.  Around  pro- 
motion or  compensation  time,  when  every- 
body wants  their  name  in  front  of  you,  the 
amount  of  voice  mail  and  E-mail  gets  amazing. 

Kurt  Kamperman 

President 

Tennis  Industry  Association 

You  shouldn't  feel  like  you  have  to  digest  all 
the  information  that's  coming  at  you  on  a 
daily  basis.  You  just  have  to  say,  I  choose  not 
to  catch  this  ball.  You  just  have  to  recognize 
that  you're  in  control  in  terms  of  what  you 
decide  to  accept. 

I  guess  voice  mail  makes  this  selectivity 
easier.  You  start  listening,  and  you  say,  oh,  it's 
so-and-so,  and  you  immediately  press  the  Save 
key  once  you  recognize  the  voice.  But  with 
E-mail  I  tend  to  have  to  digest  the  whole 
message  before  I  decide  what  to  do  with  it. 

William  Bohnsack 

Principal 

Oak  Hill  Partners,  Inc. 

It's  easier  to  communicate  using  voice  rather 
than  E-mail.  I  tend  to  write  something  out 
and  then  reedit  it  and  reedit  it.  I  think  that 
regardless  of  how  good  a  writer  you  are, 
things  are  often  lost  in  translation  when  it 
goes  to  print.  H 


What's  on  your  mind? 


If  you  are  a  business  executive,  whether  with  a  big  company  or  a  small  one,  we'd  like  to 
know  what's  bothering  you  these  days,  and  what  you  are  doing  about  it. 
Tell  us  about  it  at:  mind@forbes.com. 
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Lab  class  over  the  Net? 

Sir:  Studying  at  the  University  of 
Cyberspace  may  be  fine  for  learning 
some  subjects  ("I  got  my  degree 
through  E-mail,"  June  id),  but  not 
hard  science.  Lab  facilities  are  crucial. 
Cyberstudents  aren't  going  to  prac- 
tice vinyl  polymer  production  in  the 
pantry  or  gene  cloning  in  the  kitchen. 
-Tim  Burland 
Rockport,  Me. 

So  what's  new? 

Sir:  In  "Your  papers,  please!"  (June 
16)  you  write  that  the  government  is 
taking  action  against  people  who 
remove  assets 
from  the  coun- 
try. Egad! 
This  is  revert- 
ing   to  the 
17th  century. 

When  my 
pilgrim  an- 
cestors origi- 
nally attempt- 
ed to  leave 
England  in 
1608  they 
were  im- 
prisoned 
for  trying 
to  re- 
move as- 
sets from  the  country.  A  person's 
assets  belong  to  the  person,  not  to 
the  government. 
-Fred  E.  Camfield 
Vicksburg,  Miss. 

That's  no  bull 

Sir:  Re  "I  am  a  bull"  (June  16).  So 
Roger  Ibbotson  is  really  going  out 
on  a  limb  by  making  "bold"  predic- 
tions for  the  Dow  Jones  industrials? 
A  little  work  on  my  trusty  TI  BA-35 
shows  that  he  is  predicting  inflation- 
adjusted,  price-only  returns  of  3.5% 
for  the  next  4.5  years  and  6%  for  the 
next  18  to  23  years  (at  2.5%  annual 
inflation). 

If  one  assumes,  instead,  a  long- 
term,  inflation-adjusted  return  of  8% 
annually,  one  could  predict  12,200 
dji  by  2001,  49,000  by  2015  and 
81,500  by  2020. 

-LOY  RlCKMAN 

Brussels,  Belgium 


Ludwig  Erhard 

Last  free  marketer. 


Germany's  miracle  man 

■   |  Sir:  Re  "Erhard's 

^  j  economic  mira- 

|  cle"  (June  16).  It 
occurred  to  me, 
after  reading  your 
fine  article  on  the 
Marshall  Plan  as 
implemented  in 
Germany  by  Lud- 
wig Erhard,  that 
welfare  is  still  wel- 
HH  fare.  That  conclu- 

sion is  so  elo- 
quently stated  by  Thomas  Sowell  in 
the  accompanying  "Observations" 
article,  which  quoted  Frederick 
Douglass:  "If  the  apples  will  not 
remain  on  the  tree  of  their  own 
strength  ...  let  them  fall." 
-Arvid  Knee 
Seattle,  Wash. 

Retiring  on  psychic  pay 

Sir:  Re  "Your  shadow  career"  (June 
16).  One  shadow  career  that  many 
retired  executives  are  discovering  is 
that  of  a  volunteer  to  nonprofits  via 
Executive  Service  Corps  (esc). 
There's  a  crisis  in  nonprofits  and  these 
retirees  are  helping  to  resolve  it  with 
their  management  expertise.  And  for 
the  first  time  in  their  lives,  many  have 
found  the  elixir  of  "psychic  income" 
by  giving  back  to  their  communities. 
You  can  call  (212)  529-6660  for  a  list 
of  the  ESC  offices  around  the  U.S. 
-Megan  Cooper 
Los  Angeles,  Calif. 

I  don't  want  tax  breaks 

Sir:  As  I  read  in  your  Taxes  and 
Estate  Planning  section  (June  16) 
about  the  intricacies  of  MSAs,  gift 
taxes,  iras,  estate  taxes  and  trusts,  I 
became  increasingly  depressed.  How 
much  energy  is  wasted  in  this  point- 
less, government-run  obstacle  course? 
Although  politicians  continue  to  pro- 


pose ever  more  clever  plans  to 
rearrange  the  course,  I  would  prefer 
its  elimination. 

-Alan  C.  Van  Ness 
Atlanta,Ga. 

Let  schools  choose,  too 

Sir:  Re  "Trustbusters"  (June  2). 
Competition  between  schools — real 
competition — would  be  useful. 
However,  vouchers  as  outlined  in 
your  article  don't  allow  for  real  com- 
petition. Not  only  do  parents  have  to 
have  a  choice  but  so  do  the  schools. 

The  current  system  mandates  that 
every  child  be  educated.  But  there  are 
some  students  whose  parents  do  not 
care  about  education.  These  students 
disrupt  the  learning  of  others.  They 
are  like  a  disease  that  affects  the 
whole  class.  Slowly  other  students 
begin  to  wonder  why  they  have  to 
keep  working  while  these  students  do 
nothing.  Yet  there  is  nothing  the 
teacher  can  do.  They  cannot  be 
removed  from  school. 
-Elizabeth  Dunagan 
Clara  J.  King  Elementary 
Fuller  ton,  Calif. 

A  deli  owner  writes 

Sir:  You  did  justice  to  my  state  in 
"The  People's  Republic  of  Hawaii" 
(June  16).  I  am  a  restaurant  owner 
trying  to  improve  cash  flow  in  a  horri- 
ble economic  climate.  So  I  offered  gift 
certificates.  Buy  one  today  at  $8  and, 
if  you  hold  it  for  90  days,  it  will  be 
worth  $10.  The  state  has  attacked  me. 
It  has  made  me  stop  selling  these  cer- 
tificates because  they  are  "securities." 
The  bureaucrats  have  to  justify  their 
jobs  so  they  pick  on  small  business. 

Hawaii  is  no  paradise.  It  is  becom- 
ing a  Communist  state. 
-Bernard  Horowitz 
Bernard's  New  York  Deli 
Honolulu,  Hawaii  WM 

For  more  letters  point  your  browser 
to  www.forbes.com/readers. 
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Hotel  Inter-C  ontinental  1  aris 


Insigkt  into  a  city  takes  decades  to 
acquire  and  just  a  moment  to  skare. 


One  World.  One  Hotel. 
Uniquely  Inter-Continental. 

M 

INTER-CONTINENTAL, 

HOTELS  AND  RESORTS 
www.interconti.com 
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What  size  neighborhood  does 
your  electric  company  serve? 

As  the  largest  generator  of  low  cost  electricity  in  America  we've  taken  our  resources,  expertise  and  customer 
service  to  6  continents  and  26  countries.  Which  translates  into  satisfied  customers  all  over  the  world. 


http://www.southernco.com  % 
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'With  all  thy  getting  get  understanding" 


Fact  and  Comment 


By  Steve  Forbes,  Editor-in-Chief 


UPTIGHT 

Since  April  the  dollar  has  fallen  7%  against  the  yen  and  3%  to  5%  earlier  this  year.) 
has  barely  held  its  own  against  major  currencies  in  Europe, 
despite  growing  monetary  uncertainty  there.  But  we  are 
not  the  problem.  Japanese  and  European  central  bankers 
have  been  tightening  more  than  we  have.  A  mild  whiff  of 
deflation  is  in  the  air.  Even  lagging  indicators  such  as  the 
consumer  price  index  are  registering  minuscule  rises.  The 
gold  price,  the  most  sensitive  barometer  of  tightness  or 
ease,  is  sliding — down  more  than  20%  from  its  1996  high. 

The  Bank  of  Japan's  hard  tightening  popped  the  so- 
called  bubble  economy  of  the  late  1980s.  Its  continued 
tightfistedness,  punctuated  by  periodic  easing,  is  the  crit- 
ical reason  Japanese  equities  are  50%  less  than  their  1989 
highs  and  is  why  Japan's  economy  has  a  hard  time  gain- 
ing any  sustained  traction.  (Tax  policies  also  remain 
counterproductive.  The  national  sales  tax  went  up  from 

EARTH  TO  WASHINGTON:  GET  REAL 


A  meaningful  tax  cut  here  at  home  is  becoming  ever 
more  necessary.  If  the  GOP's  capital  gains  tax  reduction 
is  diluted  or  deleted,  watch  out. 


12/96  3/97  6/97 

Source:  Forbes 


What's  in  the  air  of  our  nation's  capital  for  the  White 
House  and  Congress  to  come  up  with  such  a  convoluted, 
incomprehensible  tax  bill?  Where's  the  EPA  when  we 
need  it?  In  the  last  election  voters  made  it  clear  they  want 
simplification  and  relief.  They  know  the  current  code  is  a 
swamp  of  political  pollution  and  special  interest  loopholes. 

This  toxic  wasteland  is  about  to  get  more  noxious. 

Here  is  how  one  newspaper  tried  to  explain,  in  layman's 
language,  what  Bill  Clinton  wants  to  do  for  education: 

"A  credit  of  up  to  $1,500  a  year  for  the  first  Wo  years  of  college, 
starting  in  1998.  Students  could  receive  a  100  percent  credit  for 
the  first  $1,000  in  tuition  and  book  expenses,  and  then  a  50  per- 
cent credit  for  up  to  another  $1,000.  Eligibility  would  be  phased 
out  for  families  with  incomes  starting  at  $80,000.  Tin  credit  could 
be  taken  for  expenses  after  accounting  for  federal  tuition  grants. 
After  2002,  the  credit  would  increase  to  a  maximum  of  $2,000. 
Tlie  plan  also  includes  a  credit  of  up  to  $1,000  a  year  for  the  third 
and  fourth  years  of  undergraduate  expenses,  plus  graduate  school 
and  courses  taken  by  working  people.  The  credit  would  increase  to 
$2,000  after  2000."— -"At  a  Glance:  How  the  President  Pro- 
oses  to  Reduce  Taxes,"  New  York  Times,  July  1,  1997. 


One  expects  this  kind  of  gibberish  from  Bill  Clinton, 
but  how  did  the  Republicans  ever  get  suckered  in?  The 
House  Ways  &  Means  Committee's  official  description  of 
its  tax  cuts  runs  215  pages;  its  "tax  simplification  provi- 
sions," 78  pages;  and  another  31  pages  detail  "•technical" 
corrections  of  Congress'  previous  taxwriting  handiwork. 
That's  324  pages  from  a  congressional  committee  whose 
leadership  claims  it  wants  to  abolish  the  IRS.  More  com- 
plexity means  less  compliance. 

It  gets  worse:  Clinton  has  set  up  the  GOP  to  be  his  punch- 
ing bag.  The  so-called  balanced  budget  plan  is  slated  to  run 
higher  deficits  for  the  next  three  years.  The  chief  culprit,  of 
course,  is  the  generous  spending  increases  Republicans  agreed 
to.  But  Clinton  will  blame  die  red  ink  on  "those  tax  cuts  for 
the  rich  that  Republicans  insisted  upon,"  even  though  the 
cuts  are  geared  to  all- — and  utterly  inadequate  to  boot.  Clin- 
ton's tax  take  as  a  percentage  of  GDP  is  the  highest  in  U.S. 
history,  yet  Republicans  are  setting  themselves  up  for  tlie  fall. 

The  next  time  Congress  negotiates  with  Bill  Clinton,  it 
should  send  in  the  Three  Stooges  so  at  least  we  can  laugh 
while  Washington  increases  the  pain. 


BOB  RUBIN  COOKS  THE  BOOKS 

Treasury  chief  Robert  Rubin  and  his  staff  lambasted  upper-income  Americans  would  hog  most  of  the  benefits. 
Republican  tax  cut  proposals  as  unconscionable  giveaways  Trouble  is,  Treasury's  calculations  are  fraudulent.  It  arbi- 
:o  the  rich  and  put  forth  distribution  tables  showing  how    u-arily  inflates  the  incomes  of  middle-class  Americans  to  make 
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them  appear  "rich."  Do  you  own  your  own  home?  Treasury 
adds  thousands  of  phantom  dollars  to  your  income  for 
"imputed  rent."  In  an  abstraction  worthy  of  medieval  the- 
ologians computing  how  many  angels  could  dance  on  the 
head  of  a  pin,  Clinton  economists  assume  you  pay  yourself 
rent.  They  play  the  same  game  with  unrealized  capital  gains 
and  pension  earnings.  Even  though  you  don't  have  cash  in 
hand,  they're  counting  part  of  these  moneys  as  current 
income.  Thus,  thanks  to  Treasury's  smoke  and  mirrors,  a 
family  earning  $40,000  to  $50,000  a  year  will,  for  Clinton's 


purposes,  find  itself  portrayed  as  earning  $75,000  a  year. 

Similar  games  are  played  elsewhere.  The  proposed  airline 
tax  on  international  travel  will  be  paid  predominantly  by 
middle-  and  upper-income  people  who  can  afford  such  trips. 
Yet  Treasury  uses  cockamamy  consumption-pattern  schemes 
to  show  that  the  tax  falls  heavily  on  low-income  earners. 

Even  using  static  analysis,  which  assumes  people's 
behavior  doesn't  respond  to  changes  in  the  tax  code, 
Clintonites  overstate  losses  from  the  capital  gains  tax  cut 
by  a  factor  of  3  to  4. 


STOP  TAXING  A  TAX 


If  Bill  Clinton  truly  wants  more  tax  breaks  for  the  mid- 
dle class,  he  should  dust  off  a  proposal  from  last  year's  Kemp 
Commission  and  allow  a  tax  deduction  for  payroll  taxes. 

Overall,  40%  of  workers  today  pay  more  in  payroll  levies 
than  they  do  in  income  taxes.  If  you  add  in  the  employer's 
share,  as  some  economists  do,  the  number  zooms  to  over 
90%.  Our  current  system  has  Americans  paying  income  taxes 
on  income  they  never  receive.  This  is  a  tax  on  a  tax.  Employ- 
ers get  to  deduct,  as  an  expense,  their  share  of  their  employ- 
ees' payroll  taxes.  Individuals  should  be  allowed  to  do  the 
same.  If  a  person  earns  $30,000  in  wages,  $2,295  is  with- 
held in  Social  Security  and  Medicare  taxes.  Fairness  dictates 


that  this  person  should  pay  income  tax  only  on  $27,705. 

The  Institute  for  Policy  Innovation  conservatively  esti- 
mates that  one-third  of  the  revenue  loss  from  such  a  cut 
would  be  recovered  in  increased  growth  over  a  five-year 
period.  The  cost  could  be  reduced  even  more  by  limiting 
the  value  of  the  deduction  to  the  15%  tax  bracket;  that  is, 
for  taxpayers  in  the  28%-and-above  tax  brackets  the  value 
of  the  deduction  would  be  capped  at  15%. 

Senator  John  Ashcroft  (R-Mo.)  has  put  forth  a  payroll  tax 
deduction  proposal.  Congressional  colleagues  should  imme- 
diately pick  up  on  it.  Let  Clinton  veto  it  and  explain  why  we 
can't  afford  to  reduce  the  tax  burden  on  working  people. 


MEXICANS  WANT  BETTER  TIMES 


The  stunning  victories  of  opposition  parties  around  the 
country  underscore  the  bankruptcy  of  Mexico's  economic 
policy,  a  policy  pushed  and  applauded  by  Bill  Clinton. 

The  unnecessary,  catastrophic  deval-   

uation  of  the  peso  in  December  1994 
effectively  cut  the  salaries  of  middle - 
class  Mexicans  by  some  50%.  If  that 
wasn't  enough  to  ruin  most  people, 
the  resulting  disastrous  rise  in  interest 
rates  for  floating  mortgages  and  other 
debts  finished  the  job.  No  wonder  the 
number  of  illegals  entering  America 
surged.  No  wonder  the  drug  lords 
used  the  crisis  to  increase  their  power. 

Exports  are  surging,  and  U.S.  loans 
incurred  during  the  peso  crisis  have 
been  paid  down,  but  most  Mexicans 
have  not  recovered.  The  government, 
instead  of  focusing  on  promoting  exports,  should  enact 
policies  that  encourage  the  entire  economy  to  blossom, 


Cuauhtemoc  Cardenas  Solorzano: 

Protest,  not  ideology,  made  this  leftist 
mayor  of  Mexico  City. 


not  only  a  narrow  sector.  A  Hong  Kong-like  flat  tax  should 
be  adopted;  Mexico's  wacky  capital  gains  tax  punishes 
family  businesses  just  as  they  really  start  to  grow.  Policy- 
^^^^^^^^^  makers  should  resist  the  temptation  to 
devalue  the  peso  again  to  "help  ex- 
ports." In  recent  months  the  peso  has 
remained  stable  vis-a-vis  the  dollar. 
That  relationship  should  be  formalized. 

Impediments  to  setting  up  new  busi- 
nesses should  be  systematically  re- 
moved. Reformers  of  the  national  pen- 
sion scheme  should  have  gone  with  a 
plan  like  Chile's  social  security  system 
instead  of  the  half-baked,  watered-down 
one  they're  now  implementing. 

These  changes  would  bring  about  a  I 
broad-based  economic  recovery.  The 
government  would  then  have  the  polit- 
ical capital  to  genuinely  reform  its  police  and  judicial  systems, 
a  necessity  if  Mexico  is  to  crack  down  on  the  drug  lords. 


RESTAURANTS— GO,  ,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  other  Forbes  colleagues  Jeff  Cunningham  and  Tom  Jones. 


•  Patroon— 160  East  46th  St.  (Tel.:  883-7373).  The 
restaurant  of  the  moment  for  savvy  businesspeople;  a  lux- 
urious oasis  with  wonderful,  imaginative  food.  Best  are: 
foie  gras  terrine  with  cranberry  brioche;  tuna  tartare  with 
miso  and  ginger;  wood-grilled  striped  bass;  and  emince 
of  beef  with  black  truffles  and  chanterelles.  Desserts  are 
splendid.  Impeccable  service. 

•  Serendipity  3—225  East  60th  St.  (Tel.:  838-3531). 
The  decor  is  as  outrageously  fun  as  the  food  and  service  are 
bad.  Not  a  friendly  place — much  less  kid-friendly  The  wait 
staff  is  too  caught  up  in  its  postadolescent-too-cool-for- 


words  sophistication  to  care  about  the  small  ones  in  the 
place.  The  food  takes  forever  and  is  lukewarm  when  it  arrives. 

•  Fifty- Seven,  Fifty- Seven — Four  Seasons  Hotel,  57 
East  57th  St.  (Tel.:  758-5700).  Consistently  superb  fare 
in  a  breathtaking  space. 

•  Candela— 116  East  16th  St.  (Tel.:  254-1600). 
Attractive  Spanish  colonial/monastic  motif;  service  is 
friendly  and  efficient;  food  is  innovative  and  delicious.  A 
sampling  of  oysters,  mussels,  sushi  and  shrimp  is  a  treat. 
Pesto  couscous,  pan-seared  filet  mignon,  and  seared  tuna 
are  all  delicious.  Desserts  are  spectacular.  ■ 
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Send  1  million  packages  to  japan  without  a  single  customs  form, 


That's  what  one  of  our  customers  did  last 


year.  Global  Package  Link"  handles 


everything  it  takes  to  ship  overseas- 


even  speeding  your  packages  through 


customs*  If  you're  serious  about  doing 


business  globally,  we'll  sweat  the  details. 


Ask  for  the  world.  We'll  deliver. 


GLOBAL  DELIVERY 
SERVICES 

UNITED  STATES  POSTAL  SERVICE .. 


FOR  INFORMATION,  CALL  1-800-THE  USPS,  EXT.  2037,  OR  VISIT  US  AT  http://WWW.USPSGLOBAL.COM 

'Although  CPAS  provides  declarations  of  contents  and  value,  all  packages  are  subject  to  inspection  at  the  discretion  of  customs  agents  in  destination  countries  @  1997  USPS  ZV12 


At  BMW,  we've  always  been  proud  of  our  unswerving  sen 
of  direction.  Purposefulness  that  brought  us  together  w 
some  of  the  world's  leading  experts  in  the  field  of  satel 
navigation  and  led  to  the  joint  development  of  a  navigati 

For  more  information  call  1-800-334-4BMW,  visit  your  local  BMW  retailer  or  http://www.bmwusa.com 


The  Finished  Article 


stem  that's  so  accurate  it  can  position 
u  almost  anywhere  on  earth  to  within 
yards.  It  will  choose  the  most  direct  route 


(  your  journey.  So  all  you  have  to  do  is  drive.  The  Ultimate  Driving  Machine® 

The  BMW  name  and  logo  are  registered  trademarks  ©1997  BMW  AG. 


Other  Comments 


Doubly  Dipped 


For  most  workers,  social  security 
taxes  exceed  income  taxes.  First,  they 
are  withheld  from  workers'  earnings. 
Then,  they  are  included  as  taxable 
income,  and  taxed  a  second  time. 

[It's]  said  that  only  two  things  are 
certain,  death  and  taxes.  Perhaps  it 
should  be  brought  up  to  date  to  say 
that  taxes  are  more  certain  than 
death.  Death  happens  once,  but  we 
can  be  taxed  twice  on  the  same  work. 
-Senator  John  Ashcroft  (R-Mo.) 

To  Be  or  Not  To  Be 

Somehow  [during  the  opening  of 
London's  new  Globe  theatre]  the 
most  instructive  story  about  the  old 
Globe  got  left  out.  It  was  originally  in 
Shoreditch,  on  the  north  bank  of  the 
Thames,  and  Shakespeare's  company 
was  involved  in  an  unhappy  negotia- 
tion to  renew  the  lease.  On  Dec.  28, 
1598,  while  London  slept  under  a 
blanket  of  snow,  the  company  simply 
took  the  theatre  apart,  timber  by  tim- 
ber, picked  up  the  pieces,  walked 
across  the  bridge,  and  reassembled  it 
on  cheaper  land,  on  the  South  Bank, 
leaving  a  furious  landlord  with  a  prime 
piece  of  property  and  no  money-mak- 
ing theatre  on  it.  The  moral  of  the 
story — one  moral,  anyway — is  that  a 
cultural  flowering  can  be  built  on  a 
foundation  of  sharp  dealing,  the  run- 
away shop,  lease-breaking,  and  all  the 


other  unacceptable  faces  of  capitalism. 
At  the  base  of  one  of  the  greatest 
English  renaissances  lay  a  piece  of 
extremely  sharp  business  dealing. 
-Adam  Gopnik,  The  New  Yorker 

Land  of  Opportunity 

Americans  are  prospering  today  be- 
cause they  are  adapting  to  the  com- 
petitive forces  unleashed  globally  by 
the  end  of  the  Cold  War  and  domesti- 
cally by  industrial  deregulation. 
American  business  has  met  increased 
competition  by  restructuring. 

Job  security  can  no  longer  be  pro- 
vided by  unions  or  politicians,  or 
through  violent  protests.  Americans 
understand  this.  Europeans  don't. 
So  we  have  job  insecurity  and  lots  of 
jobs,  while  Europeans  have  job  secu- 
rity if  they  have  jobs — unemploy- 
ment rates  are  greater  than  10%  in 
France  and  Germany.  You  want  job 
security?  Go  to  Europe.  You  want  a 
job?  The  U.S.  is  the  land  for  you. 
-Edward  Yardeni,  chief  econo- 
mist, Deutsche  Morgan  Grenfell, 
New  York  Times 

Civic  Pride 

Philadelphia's  Mrs.  George  Brooke 
Roberts  announced  that  "Philadel- 
phia was  the  first  city  in  America  to 
omit  the  sherry  with  the  soup 
course."  She  said  this,  furthermore, 
with  as  much  pride  and  conviction  as 


she  would  have  if  declaring  that 
Philadelphia  had  been  proclaimed 
the  unequivocal  national  winner  of 
the  war  on  poverty,  drugs  and  crime. 
-Stephen  Birmingham, 
America's  Secret  Aristocracy 


Anthropologists  say  members  of 
a  human-like  species  arrived  in 
Europe  300,000  years  sooner 
than  previously  thought,  making 
them  the  first  people  to  be  treat- 
ed rudely  by  French  waiters. 
-National  Review 


R-e-l-i-e-f 

An  income  tax  deduction  for  payroll 
taxes  is  a  better  way  to  provide  relief 
to  lower-  and  middle-income  Amer- 
icans than  other  proposals  espousing 
that  same  objective.  Tax  credits  for 
children  or  college  tuition  would 
have  few  positive  economic  effects 
and  could  be  harmful  if  phased  out  at 
certain  income  levels,  thereby  raising 
marginal  tax  rates.  Such  targeted  tax 
cuts,  which  single  out  some  activities 
for  special  tax  breaks,  move  away 
from,  not  toward,  true  tax  reform. 

A  payroll  tax  deduction  would  pro- 
vide a  modest  boost  to  the  economy 
and,  unlike  the  child  or  tuition  tax 
credits,  would  move  in  the  same 
direction  as  broader-based  tax  reform. 
-Gary  &  Aldona  Robbins,  for 

TaxAction  Analysis,  Institute  for 

Policy  Innovation 

Out  to  Lunch.5 

Resume  errors  collected  by  Robert 
Half,  the  personnel  expert: 
•"Wholly  responsible  for  two  (2) 
failed  financial  institutions." 
•"I  am  writing  to  you,  as  I  have  writ- 
ten to  all  Fortune  100  companies 
every  year  for  the  past  three  years,  to 
solicit  employment." 
•"Failed  the  bar  exam  with  relative- 
ly high  grades." 

•"Completed  11  years  of  high  school." 
•"Terminated  after  saying,  'It  would 
be  a  blessing  to  be  fired.' " 
-CPA  Client  Bulletin  H 


32 


Forbes  ■  July  28,  1997 


fou've  flown  one  way  around  the  world 
and  your  luggage  the  other. 


lunately,  you're  at  The  Regent.  So  take  a  deep  breath,  slowly  let  it  out,  and  then  let  us  take  care  of  the  luggage  while  you 
\care  of  your  business.  You'll  feel  better  knowing  that  our  express  laundry  and  dry-cleaning  service  can  give  the  clothes  on 
'  back  a  new  lease  on  life.  And  you'll  relax  knowing  it's  all  in  good  hands.  The  Regent.  Where  our  standards  meet  yours. 

iGKOK.  BEVERLY  HILLS.  CHIANG  MAI.  HONG  KONG.  JAKARTA    KUALA  LUMPUR.  SINGAPORE    SYDNEY  TAIPEI. 


FOUR  SEASONS  ♦  REGENT.  DEFINING  THE  ART  OF  SERVICE  AT  40  HOTELS  IN  19  COUNTRIES. 


S  S  A  G  E  S  » 


unvw.  rih.com 


r.nnquer  the  globe. 


in 


PENTIUM. PRO 

PROCESSOR 


All  WorldMark  servers  shown  feature  Intel  Pentium  Pro  processors.  The  Intel  Inside  Logo  and  Pentium  are 
registered  trademarks  of  Intel  Corporation.  Reuters  and  the  dotted  and  sphere  logos  are  the  house  trademarks 
of  Reuters  Limited.  Teradata  is  a  registered  trademark  and  WorldMark  is  a  trademark  of  NCR  Corporation. 
©1997  NCR  Corporation.  All  rights  reserved. 


"We  needed  a  data  warehouse  scalable  enough 
to  hold  20  years  of  global  financial  data  and 
reliable  enough  to  bank  on. That's  why  we  chose 
the  NCR  Teradata®  database." 


^     To  350,000  Reuters  users, 
W 

information  is  power.  Power  to 
make  smarter  investment  decisions.  Power  that  comes  from 
being  able  to  access  real-time  and  historical  data  from  over 
200  global  stock  markets  that  Reuters— the  world  leader  in 
financial  information  — continually  tracks. 

Faced  with  a  never-ending  flood  of  mission-critical 
data,  Reuters  can't  afford  a  data  warehouse  that  doesn't 
scale.  Or  that  isn't  reliable. That's  why  they  turned  to  NCR, 
the  world  leader  in  data  warehousing. 

For  Reuters,  NCR  Sendees  professionals  developed 
a  500-gigabyte  scalable  data  warehouse  that  captures  and 
stores  all  the  information  their  clients  need. 

Running  our  N£R Teradata  database  on  our  highly 
scalable  NCR  World  Mark'"  servers  enables  unmatched 
ad  hoc,  complex,  business  questions,  giving  Reuters  users 
unsurpassed  analytical  and  interpretive  powers. 

NCR  Teradata  database  is  the  only  parallel  database 
that  scales  from  a  few  gigabytes  up  to  10  terabytes  and 
beyond.  And  our  NCR  World  Mark  servers  are  the  only 
platform  that  scales  from  SMP  to 
MPP,  allowing  businesses  to  start 
their  data  warehouse  small  and 
grow  it  to  any  size. 

To  learn  more  about  how  NCR  can 
help  you  set  up  a  scalable  data  warehouse  that's  perfect 
for  your  business  needs,  call  1  800  CALL-NCR,  ext.  3000. 
Or  visit  us  on  the  web  at  www.ncr.com.To  learn  more 
about  Reuters,  visit  www.reuters.com. 

GDncr 

Transactions  in  the  Age  of  the  Consumer 


Greg  Meekings,  Managing  Director, 
Corporate  Technology  Group,  Reuters. 


Helping  12  million  Americans 

do  better  financially  can  be  very  rewarding. 

We're  American  General. 


No  one  becomes  a  teacher 
to  get  rich.  Or  a  fireman 
or  a  nurse.  The  job  has 
rewards  all  its  own.  At 
American  General  we  believe  those  rewards  should 
also  include  financial  security.  We're  helping  millions 
of  people  with  retirement  services,  life  insurance,  and 
consumer  loans.  And  today,  we've  grown  to  become 
a  corporation  with  $75  billion  in  assets  and  $6.2  billion 
in  shareholders'  equity.  By  doing  what  we  do  best, 
we're  helping  people  do  what  they  do  best. 


Helping  12  million  Americans  do  better  financially. 

Retirement  Services  •  Life  Insurance  •  Consumer  Finance 

American  General  Life  •  American  General  Life  and  Accident  •  Franklin  Life 
United  States  Life  •  All  American  Life  •  Old  Line  Life  •  USLIFE  Credit  Life 
American  General  Life  of  New  York  •  American  General  Finance  •  VALIC 


For  information  call:  1  (800)  AGC  -  1111 


Commentary 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Chairman 


Last  year  when  Kip  Forbes  and 

called  it  a  country  in  transition,  undergoing  enormous 
changes — mostly  for  the  better — every  month.  This  year 
we  found  many  proposals  accomplished  by  a  govern- 
ment determined  to  reap  the  benefits  of  capitalism,  pri- 
vatization of  inefficient,  state-owned  corporations  and 
reform  of  the  social  security  and  government  pension 
programs.  Brazil  is  well  past  the  transition  stage. 

Investment  in  Brazil  by  the  U.S.  and  Europe  (but  not 
much  yet  from  Asia)  continues  high.  By 
2002,  General  Motors  will  have  invest- 
ed at  least  $3  billion  in  Porto  Alegre  to 
produce  more  small  cars  to  meet 
Brazil's  and  Argentina's  ever-growing 
demand.  Sales  in  Brazil  alone  are  up 
20%  this  year.  The  new  GM  cars  will  use 
90%  Brazilian-made  parts. 

President  Fernando  Henrique  Cardo- 
so's greatest  accomplishment  was  to  slash 
the  country's  huge  inflation.  In  1994  his 
Real  Plan  stabilized  the  currency  by  tying 
it  to  the  U.S.  dollar.  Inflation  has  dropped 
from  a  1993  high  of  2,500%  to  under 
10%.  This  has  given  all  of  Brazil's  160  mil- 
lion people  the  equivalent  of  a  salary 
increase,  which  they  are  spending,  without  causing  more 
inflation.  Demand  for  consumer  goods — particularly  house- 
hold appliances  and  electronics — is  enormous  and  is  pri- 
marily satisfied  by  imports.  Foreign  investment  totaled  $9.4 
billion  in  1996  and  is  expected  to  double  in  1997,  offsetting 
an  estimated  trade  deficit  of  more  than  $10  billion  this  year. 

Despite  some  opposition  from  labor  unions  and  a  few 
old  socialist  defenders  of  state-owned  businesses,  and  some 
unfortunate  court  decisions,  privatization  is  proceeding  at 
a  reasonable  pace.  Congress  has  been  supportive,  but 
much  of  Brazil's  past  trouble  was  the  result  of  a  constitu- 
tion designed  to  perpetuate  socialism.  Change  has  been 
difficult.  Last  month  state-owned  Companhia  Vale  do  Rio 
Doce,  the  world's  largest  producer  of  iron  ore,  was  priva- 
tized (see  Forbes,  June  2,  p.  116),  and  soon  even  Brazil's 
venerable  (and  awful)  state-owned  telephone  company  will 
be  broken  up  and  sold.  Generally,  no  more  than  49%  of  a 
government-owned  company  can  be  sold  to  foreigners, 
but  often  opponents  of  privatization  successfully  block  the 


BRAZIL  IN  1997 

I  visited  Brazil,  we  sale  of  a  majority  of  shares  to  anyone.  Nevertheless,  foreign 
investors  find  the  enormous  Brazilian  market — and  the 
people's  desire  to  buy — irresistible.  This  will  last  as  long  as 
Brazil  has  a  government  like  its  present  one. 

The  Brazilian  stock  market  is  flourishing;  the  prospects 
for  President  Cardoso's  reelection  are  good;  and  there  is 
hope  for  a  Free  Trade  Area  of  the  Americas  (FTAA)  agree- 
ment, which  would  quickly  pull  down  Brazil's  average  tariff 
of  14%.  But  the  U.S.  needs  to  give  President  Clinton  "fast 
track"  negotiating  audiority — as  it  did 


Mayor  Luis  Paulo  Conde,  CWW 

Agreeing  on  the  need  for  reform. 


with  Nafta — to  enable  the  U.S.  to  join. 

Much  remains  to  be  done.  Social  se- 
curity and  government  pension  pay- 
ments are  extraordinarily  high.  Rio's 
mayor,  Luis  Paulo  Conde,  told  us  that 
his  city's  teachers  retire  at  around  age 
45  on  full  pensions  to  which  they  have 
contributed  nothing.  Rio  is  actually 
paying  more  in  pensions  to  retired 
teachers  than  in  salaries  to  working 
teachers.  This  practice  leaves  retirees 
with  comfortable  incomes,  and,  as  we 
were  told,  "They  have  nothing  to  do 
but  lobby  against  any  attempt  to  change 
this  biggest  of  all  pork  barrels."  Indeed, 
many  retirees  have  huge  multiple -pension  incomes.  But 
the  constitutional  rigidities  almost  guarantee  deficits. 

Unemployment  and  crime  are  both  too  high.  Brazil's 
school  system  also  needs  improvement.  Officials  of  for- 
eign investor  companies  told  us  that  the  Brazilian  labor 
force  is  an  excellent  asset  that  can  easily  be  trained,  but 
that  the  schools  are  not  providing  much  of  that  training. 

Some  lasting  impressions  from  our  trip:  Rio's 
extremely  crowded  but  clean  and  beautiful  beaches  and, 
in  Belo  Horizonte,  the  Governor's  Palace,  a  small  jewel 
of  a  beaux  arts  building.  (Incidentally,  Eduardo  Azeredo, 
governor  of  Minas  Gerais,  strongly  supports  the  free 
market;  hence,  his  state  is  doing  very  well.) 

Brazil  is  fortunate  in  that  it  has  no  enemies,  so  its 
defense  costs  are  low.  It  is  a  good  friend  with  an  econo- 
my larger  than  those  of  its  neighbors  combined.  We 
should  strengthen  our  relationship  and  do  all  that  we  can 
to  help  President  Cardoso  succeed  in  his  reforms  and  in 
the  move  to  a  free -market  economy.  Wk 
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Money  down  the  toilet 


BY  SETH  LUBOUE 


Blame  modern 
diapers  for 
today's  potty- 
disadvantaged 
children. 


"Just  stick  him  on  the  pot,"  harrumphs  my 
mother-in-law.  That's  her  response  to  the 
topic  of  toilet  training  our  2M-year-old  son. 
She  should  know.  She  had  her  kids  trained  by 
year  one. 

Apparently  nobody  informed  her  that  such 
Prussian  methods  are  out  today.  Sensitivity  and 
caring  are  the  new  buzzwords.  Plopping  a  kid 
on  the  pot  before  the  child  is  ready  could 
damage  his  self-esteem.  Using  terms  like 
"stinky,"  "yucky"  or  "smelly"  when  referring 
to  the  content  of  the  diaper  could  cause  severe 
psychological  problems  in  future  years. 

To  my  mother-in-law,  child-rearing  was 
second  nature;  you  just  knew  what  had  to  be 
done.  Today's  parents  don't  trust  their 
instincts.  Which  explains  why  a  cottage  indus- 
try of  books,  videos,  Web  pages,  "Tinkle  Time 
Targets"  and  electronic  gizmos  have  evolved 
to  help  in  the  task  of  potty  training.  Excuse 
me,  toilet  "learning." 

Bookstore  shelves  groan  with  manuals: 
Good-bye  Diapers  ($4.99);  Toilet  Training 
Without  Tears  ($4.99);  Parents  Book  of  Toilet 
Teaching  ( $ 5 .99 ) ;  Everyone  Poops  ($11.95). 

A  search  for  the  phrase  "toilet  training"  on 
the  Internet  returns  2,132  hits,  including  a 
Web  page  on  the  subject  from  Microsoft, 
which,  expectations  to  the  contrary,  doesn't 
explain  what  kind  of  toilet  learning  will  pro- 
duce a  Bill  Gates. 

Other  Web  sites  offer  a  Marquis  de  Sade-like 
collection  of  gadgets.  The  $39.95  DryTime 
Alarm  System  is  a  contraption  placed  inside  the 
diaper  that  sounds  a  buzzer  when  the  child 
begins  to  urinate:  "When  the  buzzer  sounds, 
quickly  take  your  child  to  the  bathroom."  The 
$19.95  Hop  on  Musical  Potty  uses  a  "gold- 
plated"  moisture  sensor  to  reward  the  little 
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fella  for  a  job  well  done  with  ditties  such  as 
"Yankee  Doodle,"  and  "Litde  Brown  Jug." 

My  wife  bought  a  $60  polished  wood  potty, 
with  its  own  toilet  paper  dowel  and  magazine 
pocket.  It  hasn't  done  much  for  toilet  learning, 
but  the  kid  has  made  it  ideal  for  climbing  onto 
countertops,  ledges  and  odier  forbidden  places. 

Mother-in-law  insists  that  modern  diapers 
are  in  part  to  blame  when  children  are  potty 
disadvantaged.  Too  comfortable.  A  set  of  old- 
fashioned  cotton  diapers  and  rubber  pants  will 
have  him  begging  to  use  the  toilet  in  no  time, 
she  promises. 


You've  come  too  far,  baby 


A  partner  at  a  big  leveraged  buyout  firm 
called  me  last  week  in  shock.  He  was  looking 
for  a  secretary,  but  not  one  of  the  dozens  he 
interviewed  asked  for  less  than  $50,000  as 
base.  One  requested  a  20%  bonus.  Another 
demanded  extra  pay  for  working  more  than 
37M  hours  a  week. 

I  checked  the  classifieds  in  the  New  York 
Times,  where  there  were  an  astounding  470- 
odd  postings  for  executive  and  administrative 
assistants.  Sample:  "Rie;ht  Hand  To  Hi  Profile 
VIP.  $80K  +  Top  Perks." 

Turns  out  the  supply  of  highly  qualified  sec- 
retaries is  dwindling  even  while  demand  is 
soaring.  The  Department  of  Labor  forecasts 
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TRANSPARENT  EYEBALL 


Young  women 
see  secretarial 
work  as 
demeaning- 
Uncle  Tom 
in  skirts. 


390,000  new  secretarial  jobs  between  1994 
and  2005,  giving  the  occupation  the  tenth- 
largest  increase  in  new  jobs  in  the  nation. 

The  crunch  is  just  beginning.  Lauren  Sacks 
of  Manhattan's  Impact  Recruiting  figures  sec- 
retarial salaries  have  jumped  20%  to  30%  in  the 
past  several  years.  Ruth  Manning,  founder  of 
the  secretarial  search  firm  Staff  by  Manning, 
reports  that  one  secretary  she  recently  found 
for  a  chief  executive  got  $125,000. 

Where's  Adam  Smith?  Isn't  increased 
demand  at  rising  prices  supposed  to  coax  forth 
increased  supply?  Turns  out  that  Adam  has 
been  routed  by  the  feminists.  They've  per- 


suaded bright  young  women  that  secretarial 
work  is  demeaning — Uncle  Tom  in  skirts. 

So  women  crowd  into  law  schools  only  to 
graduate  into  an  overcrowded  profession, 
while  secretarial  jobs  at  good  pay  go  begging. 

Adam  Smith,  however,  is  stirring.  The 
famous  Katharine  Gibbs  School,  which  has 
trained  secretaries  since  1911,  reports  that  in 
the  past  five  years  students  enrolled  at  its  main 
New  York  campus  have  more  than  doubled,  to 
900.  And  by  no  means  are  they  all  female. 
President  Julia  Slick  says  even  college  gradu- 
ates now  see  secretarial  positions  as  a  valid  way 
to  enter  the  business  world.  -N.M. 


Price  inelasticity 


Last  issue  in  this  space  I  wrote  how  I  had  just 
discovered  that  my  younger  brother  paid  12 
cents  a  minute  for  phone  calls  to  our  native 
Canada,  while  I  paid  22.4  cents.  I  started 
squawking  and  AT&T  quickly  granted  me  the 
12-cent-a-minute  rate. 

Since  then  I've  received  three  calls  from 
readers  claiming  that  even  with  my  new  dis- 


counted rate,  they  pay  less  on  calls  to  Canada 
than  I  do.  Call  your  long  distance  carrier  again, 
they  told  me.  But  I  confess  I'm  tired  of  hag- 
gling. It's  not  worth  it  to  save  1  or  2  cents  a 
minute.  Now  I  know  what  the  economists 
mean  when  they  talk  about  price  inelasticity. 
For  10  cents  a  minute,  I'll  switch.  For  2 
cents  a  minute,  I  won't  bother.      -N.M.  Bi 
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Wayne  Ayers,  chief 
economist  at  BankBoston, 
expects  a  25  basis  point 
increase  in  the  federal 
funds  rate  in  August.  But 
Ayers  thinks  the  rate  hike 
will  be  short-lived.  He  says 
the  Federal  Reserve  trigger 
point  for  raising  rates 
is  when  gross  domestic 
product  grows  3% 
or  more.  Ayers  expects 
3.4%  GDP  growth  in  1997 
but  only  2.2%  next  year. 
That,  says  Ayers,  will 
be  the  Fed's  cue  to  lower 
the  rate. 
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The  Forbes  Index  is  a  measure  of 
U.S.  economic  activity  composed  of  eight 
equally  weighted  elements:  the  cost  of 
services  relative  to  all  consumer  prices, 
the  level  of  new  orders  for  durable  goods 
compared  with  manufacturers'  inventories, 
total  industrial  production,  new  housing 
starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail 
sales,  total  consumer  installment  credit. 
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It's  heading  for  your  itinerary. 
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Expense  Manager 


j  )97  American  Express  Travel  Related  Services  Company,  Inc. 

And  there's  only  one  integrated  system  that  can  plan,  pay  for, 
and  expense  a  trip.  Or  just  as  easily  rearrange  it. 

producing  RoundTrip  Services'"  @  American  Express.  It's  the  only  way  to  integrate  travel  and  lodging  booking 
ling  AXI,  American  Express  Interactive)  with  expense  management  — all  within  company  policy.  Plans  unravel?  Dedicated 
K/ice  representatives  are  just  a  phone  call  away.  Savings  and  convenience?  They  stretch  from  negotiated  prices  to  streamlined 
Icedures  and  reporting.  Call  1800  AXP 1200  to  discover  how  RoundTrip  Services  is  a  better  way  to  help  your  business  do  more. 


do  more 


Corporate 
Services 
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POLITICS 


At  over  $15  million  per  job,  Western  Europe's 
new  fighter  plane  will  be  one  of  the  most 
expensive  job-creation  schemes  in  history. 


Our  flying 
pork  barrel 


By  Howard  Banks 

Europe's  employment  laws  are  so 
stacked  against  employers  that  sensi- 
ble businesspeople  avoid  new  hiring. 
Outside  Britain,  gaping  government 
deficits  make  government  hiring 
almost  impossible. 

This  is  the  real  rationale  behind 
the  Eurofighter,  a  program  to 
develop  a  new  fighter  jet  for 
European  armed  forces  and  for  sale 
around  the  world.  Aerospace  is  labor- 
intensive  and  commands  high  pay — a 
politician's  dream,  but  as  a  job-cre- 
ation program,  this  one  is  damned 
expensive.  At  peak  production,  in 
2005,  the  direct  jobs  involved  in 
Europe's  airframe,  engine  and  avion- 
ics industries  are  expected  to  be 
around  18,000  in  Germany,  16,000 
in  Britain  and  maybe  8,000  between 
Italy  and  Spain.  (France  has  gone  its 
own  way,  with  Dassault  developing 
the  new  Rafale  fighter. ) 

However,  the  cost  for  the 
Eurofighter  will  be  about  $66  billion, 
shared  among  Britain  (with  38%  of 
the  program),  Germany  (30%),  Italy 
(20%)  and  Spain  (12%).  Over  the  20- 
year  life  of  the  program,  that  comes 
to  about  $15  million  per  job  created. 
Of  course,  building  the  fighter  will 
support  other  jobs  in  other  indus- 
tries, but  no  matter  how  you  parse  it, 
this  is  one  expensive  job-creation 
scheme. 

Don't  expect  too  much  from  the 
Eurofighter  as  a  winning  fighting 
machine.  U.S.  defense  reviews  show 
that  for  any  fighter  aircraft,  survival 
depends  most  on  two  things:  stealth 
and  extreme  maneuverability. 
Eurofighter  is  weak  on  both  counts. 

Stealth  is  costly  and  was  eliminated 


from  the  start  of  the  Eurofighter 
project.  "From  the  start,  we  used  a 
'design-to-cost'  approach,"  explains 
John  Weston,  British  Aerospace's 
chief  executive. 

Stealth  does  not  mean  complete 
invisibility  to  radar  but  rather  suffi- 
ciently reduced  radar  reflection  so 
that  your  plane  can  get  into  position 
to  fire  a  long-range  missile  before  the 
enemy  sees  it  and  fires  at  you. 
Making  a  plane  stealthy  is  mostly  a 
matter  of  geometry,  with  the  angles 
of  the  sweep  on  the  wing  and  tail  sur- 
faces, for  example,  all  aligned,  and  the 
shapes  of  such  things  as  engine 
intakes  designed  to  reflect  radar 
beams  away  from,  rather  than  back 
to,  the  enemy.  For  reasons  of  econo- 
my, on  Eurofighter  these  angles 
exhibit  very  little  consideration  of 
radar  reflectance. 

If  Eurofighter  evades  long-range 
missiles  and  gets  into  a  dogfight,  it's 
still  in  trouble.  Eurofighter's  two 
engines  will  allow  it  to  outturn  such 
planes  as  the  Lockheed  F-16  and  the 
U.S.  Navy's  twin-engined  McDon- 
nell Douglas  F-18 — but  the  F-16  and 
F-18  are  early  1980s  technology. 

The  planes  the  Eurofighter  must 
compete  against  are  the  U.S.'  new 
F-22  (developed  by  Lockheed  and 
Boeing,  at  a  cost  to  U.S.  taxpayers  of 
$90  billion)  and  the  latest  fighters 
from  Russia's  Sukhoi  factory.  The 


Eurofighter  prototype  on  test 

Germany's  Waigel  thought  of  a  wiggle. 


F-22  and  the  new  Sukhoi  models 
come  equipped  with  vectored  thrust, 
an  innovation  that  will  enable  them 
to  fly  rings  around  the  earlier-design 
F-18s  and  MIG-29s— and  the  still-to- 
be-delivered  Eurofighter. 

It's  hard  to  imagine  who  besides 
the  Europeans  will  be  interested  in 
buying  Eurofighters.  The  plane  will 
have  a  flyaway  sticker  price  of  around 
$58  million  (each  country's  version 
of  the  plane  will  be  slightly  different). 
Yet  the  F-16 — adequate  against  any- 
thing but  a  late-model  Sukhoi  or 
F-22 — costs  just  $25  million  or  so.  A 
MIG-29  goes  for  maybe  $18  million, 
a  standard  Sukhoi  27  for  about  $30 
million. 

For  a  while  Eurofighter  looked 
doomed,  as  Western  European  gov- 
ernments struggled  to  bring  their 
deficits  under  control  in  preparation 
for  the  common  currency.  But  then 
Germany's  finance  minister,  Theo 
Waigel,  cooked  up  a  clever  dodge. 
He  asked  Daimler-Benz  subsidiary 
DASA,  the  German  partner  in  the 
Eurofighter  program,  to  hand  over, 
three  years  early,  1  billion  deutsche 
marks  in  repayment  of  the  German 
government's  launch  aid  for  the 
Airbus  A-340  program.  Thus  Airbus 
would  fill  a  DMl  billion  hole  in  the 
German  treasury's  budget  and  so 
allow  the  Germans  to  go  ahead  with 
their  share  of  the  Eurofighter  project. 

Juergen  Schrempp,  boss  of  dasa's 
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parent,  Daimler-Benz,  was  unhappy 
over  Waigel's  wiggle.  But 
Schrempp's  voice  was  quickly  lost  in 
a  country  with  12%  unemployment. 
Counting  every  conceivable  direct 
and  indirect  job,  European  trade 


union  bosses  and  politicians  claim 
that  250,000  European  jobs  are  at 
risk  if  Eurofighter  is  cancelled.  The 
number  is  nonsense,  of  course,  but  it 
plays  well  in  the  newspapers  and  on 
television. 


New  British  Prime  Minister  Tony 
Blair  had  said  that  Britain  would  go 
ahead  with  Eurofighter,  anyway.  But 
now  the  Germans  say  they  will  go 
ahead, too. 

What  a  way  to  run  an  economy!  fflfi 


SCANDALS 


Did  Forbes  help  get  India's  honest  top  cop 
fired?  Unfortunately,  it  would  seem  that  way. 


Corruption 
fights  back 

By  Pranay  Gupte  and  Rahul  Singh 


Joginder  Singh,  India's 
top  cop,  fresh  from  a 
meeting  with  Interpol 
officials  in  France,  landed 
at  New  Delhi's  Indira 
Gandhi  International  Air- 
port at  4  o'clock  in  the 
morning  of  Tuesday,  July 
1.  As  the  chief  of  the  Cen- 
tral Bureau  of  Investiga- 
tion deplaned  from  his  Air 
India  flight,  he  was 
besieged  by  journalists. 
What  did  he  have  to  say 
about  being  fired  by 
Prime  Minister  Inder 
Kumar  Gujral? 

Fired?  It  was  news  to 
Singh.  "I  had  no  inkling 
that  this  would  happen," 
Singh  later  told  Forbes  of 
his  abrupt  dismissal. 

Was  it  a  coincidence 
that  the  firing  came  less 
than  a  week  after  a  Forbes 
article  (July  7)  about  the 
Bofors  arms  scandal  in 
India?  Reprinted  in  full  in 
the  Indian  Express,  the 
story  reported  that 
Singh's  department  had 
implicated  assassinated 
Prime  Minister  Rajiv 
Gandhi  in  a  $1.3  billion 
arms  scandal.  If  the  timing 
of  the  dismissal  was  a 
coincidence,  it  was  a 
remarkable  one,  and  a  set- 
back  for   India's  fight 


Joginder  Singh  (right) 

Incorruptible  cop  took  on  powers-that-be. 


Prime  Minister  Inder  K.  Gujral 
Politically  susceptible. 


Rajiv  Gandhi 

Beneficiary  of  Bofors? 


against  corruption.  A  disgusted 
Indian  public  has  been  demanding 
action  against  the  money-grubbing 
pols  who  have  been  looting  the 
Indian  economy  and  putting  a  drag 
on  economic  development.  One  ex- 
prime  minister,  P.V.  Narasimha  Rao, 
has  been  indicted,  and  other  Indian 
politicians  are  shaking  in  their 
sandals. 

The  subject  of  the  Forbes  article 
was  that  Singh's  department  had 
recently  named  five  men 
and  women  on  charges  of 
receiving  $40  million  in 
payments.  Rajiv  Gandhi  was 
named  as  an  unindicted 
coconspirator.  The  bribes 
came  from  Bofors,  a  large 
Swedish  armsmaker. 

Singh,  who  had  been 
interviewed  by  Forbes  for 
the  article,  told  us  after  his 
firing:  "I  thought  that  I  was 
doing  my  job  by  the  book.  I 
have  spent  36  years  in  gov- 
ernment service,  and  I  have 
always  conducted  my  inves- 
tigations on  the  basis  of  evi- 
dence. I  do  not  engage  in 
witch-hunts.  I  don't  do 
favors  for  politicians  or 
anyone  else.  I  had  no  indi- 
cation that  my  job  would 
be  taken  away  from  me." 

The  firing  wasn't  repre- 
sented as  such.  Singh  was 
handed  the  relatively  unim- 
portant job  of  handling 
pension  payments  in  India's 
Home  Ministry.  Prime 
Minister  Gujral  was  report- 
ed to  have  said  Singh  was 
being  removed  from  his 
sensitive  police  post  for 
"incompetence." 

But  the  real  meaning  was 
clear  from  Gujral's  choice  of 
successor  to  the  incorrupt- 
ible Singh.  He  is  Ramesh 
Chandra  Sharma,  who 
headed  the  Bofors  inquiry 
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for  five  years  starting  in  1991  without 
coming  up  with  much  of  anything. 

Singh's  firing  came  just  weeks 
before  cbi  investigators  were  sched- 
uled to  question  Rajiv  Gandhi's  Ital- 
ian-born widow,  Sonia  Gandhi,  in 
New  Delhi,  an  informed  source  tells 
Forbes.  It  also  came  in  the  middle  of 
another  politically  sensitive  probe  of 
the  flagrant  corruption  that  has 
cursed  Indian  democracy  for  decades. 
Singh  had  reportedly  been  about  to 
arrest  a  key  Gujral  ally,  a  regional 
politician  named  Laloo  Prasad  Yadav. 
Singh's  successor  was  quick  to 
announce  that  arresting  politicians  is 
not  a  good  idea. 

Was  the  Gujral  government  trying 
to  please  Sonia  Gandhi?  "It's 
extremely  difficult  to  avoid  such  a 
conclusion  until  die  government  clar- 
ifies the  situation  fully,"  says  Jaswant 
Singh,  a  leading  member  of  parlia- 
ment and  a  former  finance  minister. 

Indian  politics  have  become  a 
circus  lately,  in  which  Rajiv's  widow 
is  playing  a  starring  role.  She  controls 
the  Congress  Party — the  shoddy  heir 
to  the  heroes  who  won  India's  inde- 
pendence, the  likes  of  Mahatma 
Gandhi  and  Jawaharlal  Nehru.  Con- 


FASHION 


Nipple  rings,  purple  hair 
dye  and  black  lipstick- 
teenagers  want  it. 
Hot  Topic's  got  it. 

Teenage 
wasteland 

By  Mary  Beth  Grover 

"I  dress  this  WAY  to  bother  you." 
You  can  buy  a  T  shirt  with  that  in- 
your-face  motto  emblazoned  across 
the  chest  at  Hot  Topic,  an  upstart 
retail  chain  based  in  Pomona,  Calif. 

Well,  you  always  knew  that  teen- 
agers wanted  to  outrage  their  elders. 
Hot  Topic  has  figured  out  how  to 
make  a  business  from  it. 

It  pedciles  nipple  rings,  tongue  bar- 
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gress  'has  been  thoroughly  beaten  in 
recent  elections  but  clings  to  power 
by  giving  its  block  of  parliamentary 
votes  to  a  minority  government,  in 
which  it  does  not  participate  but 
dominates.  Prime  Minister  Gujral, 
himself  untainted  by  corruption, 
serves  only  at  the  pleasure  of  the 
Congress  bosses. 

Under  prodding  by  Joginder  Singh 
and  others,  the  Swiss  government  ear- 
lier this  year  sent  to  India  52  cartons 
of  Swiss  bank  documents  apparently 
containing  clues  to  the  whereabouts 
of  the  Bofors  bribe  money.  Thus  was 
the  heat  rising  on  those  involved, 
including  the  London-based  Hinduja 
brothers,  members  of  a  very  wealthy 
Indian  business  family  with  U.S. 
connections. 

Singh  or  no  Singh,  the  scandal 
won't  die.  B.M.  Oza,  who  was 
India's  ambassador  to  Sweden  when 
the  arms  deal  was  made,  says:  "I  had 
no  doubt  in  my  mind  that  the  com- 
missions [paid  by  Bofors  to  Ottavio 
Quattrocchi]  were  actually  the  bribe 
money  for  Rajiv  Gandhi."  Oza,  who 
has  just  written  a  book  on  the  scan- 
dal, says  that  Quattrocchi,  an  Italian 
who  now  lives  in  Kuala  Lumpur, 


played  the  role  of  middleman.  Says 
Oza:  "[Quattrocchi]  got  the  deal 
swung  in  favor  of  Bofors,  and  in 
record  time.  He  could  not  have  done 
this  without  Rajiv  Gandhi's  support." 
Oza  also  told  Forbes  that  the  Bofors 
commissions  were  "much  larger" 
than  the  $40  million.  "These  pay- 
ments were  in  direct  violation  of  the 
understanding  given  to  India  by 
[then  Swedish  prime  minister]  Olof 
Palme  himself,"  Oza  said.  "Bofors 
told  me  that  there  were  no  commis- 
sions, but  it  is  clear  to  me  that  these 
were  large  bribes." 

Bofors  was  reportedly  blacklisted  in 
India,  but  it  has  now  been  revealed  in 
the  Swedish  media  that  Bofors  appar- 
ently continued  to  sell  rifle  compo- 
nents to  India  through  a  middleman. 

How  much  longer  can  Indian 
politicians  keep  the  lid  on  this  and 
other  outrageous  scandals?  Joginder 
Singh,  rendered  powerless  but  not 
silent,  is  hopeful. 

"India,"  the  former  cbi  chief  says, 
"has  a  strong  judiciary  and  a  strong 
media.  We  also  have  a  strong  parlia- 
ment. I  honestly  believe  that  there  is 
no  chance  that  anything  is  going  to 
stay  buried  for  long."  H 


bells,  purple  hair  dye,  ghoulish  white 
makeup  and  T  shirts  lauding  the 
Bible-trashing  band  called  Marilyn 
Manson.  Hot  Topic  took  in  $44  mil- 
lion last  year  selling  kids  the  means  to 
express  themselves. 

The  stores  have  a  gothic  industrial 
look  popularized  by  teen  movies  like 
Batman:  wrought  iron  gates  decorat- 
ed with  creepy  bugs  and  guarded  by 
gargoyles.  A  high-tech  sound  system 
blasts  the  likes  of  Nine  Inch  Nails  and 
Rage  Against  the  Machine.  There  are 
T  shirts  with  pictures  of  more  than 
150  bands,  funky  clothes,  incense  and 
candles,  among  other  things.  Morbid 
Metals,  the  company's  line  of  body 
jewelry,  is  one  of  its  more  successful 
offerings. 

Orval  Madden,  the  man  behind 
Hot  Topic,  is  a  teenager  going  on  49. 
He  drives  a  Dodge  Viper  sports  car, 
rides  a  Harley-Davidson  and  sports  a 
couple  of  tattoos  on  his  legs.  Corpo- 
rate headquarters  is  a  warehouselike 
space  where  20  suspended  television 
monitors  pound  out  Viacom's  MTV 
and  M2  television  channels.  Even  the 
workers  sport  brightly  dyed  hair,  tat- 
toos and  rock  fashions. 

A  typical  client  is  17-year-old  Jacqui 
Badeau  from  Mesa,  Ariz.  She  has  two 
earrings  in  each  earlobe  and  a  clip 
attached  to  the  top  of  her  right  ear.  If 
her  mother  would  let  her,  she  woulci 
have  a  lot  more  Hot  Topic  parapher- 
nalia. Says  she:  "I  want  to  get  my  belly 
button  pierced  and  my  tongue  done 
and  a  third  hole  in  each  ear  and  anoth- 
er in  the  top  of  my  left  ear.  But  my 
mom  won't  let  me  until  I  move  out." 

By  then  lacqui  will  probably  have 
lost  interest  in  such  things,  but  Orv 
Madden  knows  that  she  will  not  lack 
for  successors.  Teenagers  are  growing 
nearly  twice  as  fast  as  the  general  pop- 
ulation and  are  expected  to  number 
some  30  million  by  the  year  2005. 
They  hang  out  at  malls  and  spend,  on 
average,  $3,000  a  year  each. 

A  native  of  Middle  American  Alton, 
Iowa,  with  an  M.B.A.  from  the  Uni- 
versity of  Chicago,  Madden  worked  20 
years  at  mainstream  retailers,  including 
Federated.  Funky  his  wares  may  be, 
but  there's  nothing  funky  about  the 
business.  Adjoining  his  Pomona  office 
is  a  45,000-square-foot,  state-of-the- 
art  distribution  center  linked  to  the 
stores  by  computers;  inventory  is  mon- 


itored and  shipped  daily. 

Madden  opened  his  first  store  in 
the  fall  of  1989  in  a  Los  Angeles 
suburb.  After  a  slow  start  sales  explod- 
ed, and  Madden  raised  $11  million 
from  venture  capitalists  and  private 
individuals  over  the  next  five  years  to 
open  additional  stores.  By  the  end  of 
this  year  he  expects  to  have  1 10.  And, 
just  what  our  economy  needs,  he 
expects  to  have  500  stores  by  2007. 

For  parents  and  other  older  folk, 


Madden  offers  Hot  Topic  stock. 
Montgomery  Securities  and  Robert 
son,  Stephens  took  the  company 
public  last  fall,  selling  30%  of  it  for 
$25  million.  Madden  is  using  the 
money  in  large  part  for  expansion. 
His  stake  in  Hot  Topic  is  now  worth 
nearly  $7  million.  The  stock  was 
recently  at  2114  a  share,  valuing  the 
whole  trendy  business  at  close  to 
$100  million.  That's  a  lot  of  green 
riding  on  adolescent  whimsy.  Ml 


THE  LAW 


Guess  who's  already  cashing 
on  the  year  2000  problem? 


in 


The  bug  bar 


By  Susan  Adams 

Here  are  three 
things  to  worry  about 
as  the  millennium 
approaches: 

■  It's  going  to  cost 
U.S.  businesses  about 
$300  billion  to  repro- 
gram  their  computers 
to  recognize  that  the 
year  2000  is  not  in 
fact  1900. 

■  Probably  half  of  the 
industries  with  large 
computer  systems 

won't  get  the  conversion  job  done  by 
midnight  Dec.  31,  1999.  Such  a  fail- 
ure could  cause  massive  disruptions 
in  the  economy  as  of  12:01  a.m.  Jan. 
1,  2000,  affecting  consumers  and 
businesses  that  may  be  unable  to  get 
bank  balances,  hospital  records  or 
plane  tickets. 

■  The  prospect  of  this  mess  has 
lawyers  drooling. 

Steven  Hock,  who  heads  the  24- 
lawyer  "year  2000"  team  at  San  Fran- 
cisco's Thelen,  Marrin,  Johnson  & 
Bridges,  can  smell  $1  trillion  in  legal 
and  liability  costs.  "This  thing  is 
going  to  be  on  the  same  scale  litiga- 
tionwise  as  the  environment,  the 
s&L  crisis  and  asbestos  combined," 
says  Hock. 

Hear  Wesley  Pittman,  a  plaintiff 
lawyer  in  Panama  City,  Fla.:  "It's 
the    biggest    class    action    I  can 


litigants:  burned 
consumers,  cus- 
tomers suing  com- 
puter vendors,  in- 
vestors launching 
class  action  suits 
over  stock  market 
declines  stemming 
from  business  losses. 

Rejoices  scorched- 
earth  plaintiff  lawyer 
Melvyn  Weiss  of 
shareholder  class 
action  fame:  "There 
is  plenty  of  potential  for  injury  and  for 
litigation." 

The  only  millennium  bug  lawsuit 
filed  to  date  has  been  settled  under 
seal,  according  to  Warren  S.  Reid,  an 
Encino,  Calif,  consultant  who  advised 
the  plaintiff. 

That  case  involved  an  internation- 
al magazine  publisher  that  claimed  its 
outside  computer  services  firm  failed 
to  supply  it  with  an  adequately  updat- 
ed software  system.  The  computer 
company  paid  more  than  $4  million 
to  settle. 

Where  there's  business  for  plaintiff 
lawyers,  there's  business  for  defense 
lawyers,  too.  At  least  a  dozen  law 
firms,  including  New  York's  LeBoeuf, 
Lamb,  Greene  &  MacRae  and 
Cleveland's  Arter  &  Hadden,  are 
already  billing  big  hours,  advising 
terrified  clients  about  how  to  protect 


imagine!"  He  ticks  off  the  potential  themselves. 
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When  they  tell  you  that  stocks  yield  6.6%  long  term,  be  careful: 
That's  before  taxes.  The  aftertax  yield  on  stocks  is  a  lot  less. 

Stocks  versus 
taxes  and  inflation 


By  Peter  Brimelow 

"The  runup  that  took  the  Dow  from  around 
1000  to  7000  was  in  good  part  catch-up,"  we 
said  (May  5)  when  the  bull  market  seemed  to  be 
stumbling  at  last.  We  argued  that  the  stock 
market's  long-run,  inflation-adjusted  cumulative 
total  return  (capital  gains  plus  reinvested  divi- 
dends) had  only  just  gotten  back  through  its 
1801-1997  trend  line.  In  brief,  the  astounding 
bull  market  isn't  as  astounding  as  it  may  seem 
(see  chart). 

This  two-century  trend  line,  computed  to 
minimize  the  differences  between  each  year's 
actual  performance,  shows  a  remarkably  stable 
6.6%  annual  growth.  The  real  anomaly,  then,  is 
not  the  current  bull  market  but  the  market's 
prolonged  underperformance  in  the  inflationary 
late  1970s  and  early  1980s. 

But  readers  still  had  questions.  What  about 
taxes?  they  asked. 

Good  question.  Obviously,  the  government's 
grab  must  radically  reduce  the  market's  ability  to 
compound  so  comfortingly.  Our  original  num- 
bers came  from  Wharton  School  finance 
professor  Jeremy  J.  Siegel,  author  of 
the  book  Stocks  for  the  Long 
Run  (Irwin,  $29.95). 
Siegel    has  now 
kindly 


recalculated  the  stock  market's  real  cumulative 
total  return,  assuming  payment  at  the  top  mar- 
ginal rate  since  the  income  tax  was  introduced  in 
1913  and  also  appropriate  capital  gains  taxes. 

Result:  a  dramatic  reduction  in  the  market's 
growth  rate  after  1913 — to  about  2.4%  annual- 
ly. In  other  words,  stocks  can  help  you  beat 
inflation;  they  aren't  so  good  at  beating  taxa- 
tion. This  is  a  worst-case  scenario,  of  course. 
Most  financial  assets  are  not  held  by  top-mar- 
ginal-rate payers  but  in  tax-sheltered  forms,  like 
retirement  accounts  or  pension  funds. 

But  why  weren't  these  taxes  on  capital 
simply  passed  through  so  that  aftertax 
returns    remain  constant, 
Forbes  found  happens  with 
corporate  taxes  (June  3, 
1996).  Wharton's 
Siegel  ventures  an 
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answer:  The  growth  of  taxes  in  this  century  was  so  mas- 
sive that  there  was  simply  no  escape.  Economic  activity 
was  just  plain  stultified  as  money  was  diverted  away 
from  capital  formation  toward  government  spending. 

The  year  1913  brought  another  possibly  stultifying 
factor:  the  Federal  Reserve  Board.  By  an  amazing  coin- 
cidence, the  dollar  thereafter  collapsed  as  a  store  of 
value.  Gold,  in  contrast,  despite  its  recent  fall,  is  right 
on  the  money. 

But  the  chart  still  offers  comfort  to  those  who  get 
nosebleeds  contemplating  a  Dow  of  7800:  The  market 
is  still  no  more  above  its  long-term  growth  trend  than 
it  was  for  long  periods  in  the  past — for  example,  the  late 
1950s  through  the  early  1970s.  mm 

Research:  Edwin  S.  Rubenstein, 
Right  Data  Associates. 


Stock  market— cumulative  total  return, 
capital  gains  plus  dividends 

(inflation-adjusted) 


Long-run  average 
total  return  trend  (pre-tax) 


514,605 


$23,684 


Stocks— cumulative 
real  total  return 

(post-tax) 


Corporate  and 
Treasury  bonds 

(pre-tax) 


One  dollar  invested  in  the  stock  market  in  1801  compounded 
to  $514,605,  inflation-adjusted,  by  mid-1997— but  only  to 
$23,684  after  taxes.  One  dollar  invested  in  gold  has  retained 
its  purchasing  power.  But  the  U.S.  dollar  has  collapsed. 


Federal  Reserve  System,  federal  income  tax  inaugurated,  1913 


Municipal 
bonds 

(non-taxable) 


Corporate  and 
Treasury  bonds 

(post-tax) 


(Nominal  gold  price  fixed  by  the  U.S.  government  1933-71) 


Gold 
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GAMBLING 


Just  when  you  thought  it  was 
safe  to  bring  the  kids  to  Vegas, 
the  Binion  case  erupted. 

All  in  the  family 


By  Seth  Lubove 


The  late 
Benny  Binion 
and  his 

Horseshoe  Club 
in  downtown 
Las  Vegas 
His  sons  and 
daughters  are 
at  each  others' 
throats  for 
control  of  the 
Horseshoe.  If  you 
liked  Casino, 
you'll  love  this 
little  saga. 


Local  lore  has  it  that  Benny 
Binion  showed  up  in  Las  Vegas  in 
1946  with  $2  million  in  cash  in  two 
suitcases,  a  step  ahead  of  the  Dallas 
lawmen.  That  may  or  may  not  be 
true,  but  it  is  a  fact  that  the  late 
Binion  built  one  of  the  longest-run- 
ning gambling  dynasties  in  town 
before  he  died  in  1989.  Binion's 
Horseshoe  Club  casino  in  downtown 
Vegas  is  still  known  for  some  of  the 
highest-stakes  poker  and  craps  games 
around.  No  glitzy  entertainment  or 
fancy  shopping — just  gambling. 

These  days,  though,  the  wagers 
inside  the  Horseshoe  Club  are  small 
change  compared  with  the  nasty 
battle  for  control  of  the  casino  raging 
among  Binion's  four  children.  On 
one  side,  eldest  son  and  casino  boss 
Jack  Binion,  60,  and  his  younger 
brother,  Lonnie  Theodore  (Ted),  54. 
On  the  other  side,  sisters  Becky 
Binion  Behnen  and  Brenda  Michael, 
both  in  their  50s. 


■mioirj 


In  a  lawsuit  filed  last  year,  Becky 
Behnen  claims  that  brother  Jack  has 
mismanaged  the  Las  Vegas  casino 
while  he's  been  running  a  separate 
public  company.  Jack's  Horseshoe 


Gaming  LLC  has  expanded  the 
Horseshoe  franchise  to  new  riverboat 
casinos  in  Mississippi  and  Louisiana. 
The  suit  asserts  that  Jack  Binion  has 
been  stealing  gamblers  from  the 
Vegas  Horseshoe  to  fill  the  tables  at 
the  other  casinos. 

Just  another  family  squabble  over 
money  but  for  this:  Ted  Binion  has 
been  banned  by  Nevada's  state 
gaming  regulators  from  having  any- 
thing to  do  with  the  family's  casino 
for  most  of  the  past  ten  years  while 
he's  battled  a  drug  problem.  Nevada 
regulators  have  filed  suit  to  rescind 
Ted's  gambling  license  altogether  and 
force  him  to  sell  his  20%  stake  in  the 
family's  privately  held  company. 

The  regulators'  case  against  Ted 
Binion  reads  like  the  script  of  direc- 
tor Martin  Scorsese's  mob  movie 
Casino.  In  a  May  filing,  Nevada's 
State  Gaming  Control  Board  alleges 
that  Ted  Binion  has  hung  around 
notorious  Vegas  mobsters  such  as 
Herbert  (Fat  Herbie)  Blitzstein,  an 
associate  of  the  late,  ruthless  Antho- 
ny (Tony  the  Ant)  Spilotro  (who 
inspired  Joe  Pesci's  violent  character 
in  Casino).  Blitzstein  was  found  in 
Las  Vegas  in  January  with  a  bullet  in 
the  back  of  his  head. 

The  Control  Board  also  alleges 
that  Binion  lived  with  a  pot-smoking 
girlfriend  he  met  at  a  topless  club 
during  the  same  time  that  his  gam- 
bling license  was  suspended  because 
of  his  own  alleged  drug  use. 

This  is  not  what  modern,  un-mob- 
tainted  Vegas  executives  like  to  read 
about.  They'd  like  folks  to  believe 
they're  running  an  adult  version  of 
Disneyland,  where  responsible  adults 
engage  in  harmless  recreational 
parlor  games. 

If  Ted  loses,  Jack  loses,  too.  Without 
Ted,  Jack's  43%  stake  in  the  casino  is 
vulnerable  to  challenges  from  his  sisters, 
who  between  them  effectively  control 
35.6%  and  draw  salaries  from  the  busi- 
ness as  directors  of  die  company. 

In  a  drunken-sounding  phone  mes- 
sage he  recentiy  left  on  the  answering 
machine  of  a  niece  who  works  at  the 
Horseshoe,  Ted  Binion  threatened  to 
cut  her  salary,  even  though  the  sus- 
pension of  his  gambling  license  legal- 
ly barred  him  from  a  role  at  the 
Horseshoe.  Just  what  Las  Vegas 
needed.  ■ 
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*Based  on  April  '97  industry  average  of  1 3 


nline  service  providers  tested.  **Telephone  access  and  other  charges  and  taxes  may  apply.  Other  terms  and  conditions  apply. 
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A  beer  baron  from  India  has  big  plans  for  the  U.S. 
market.  Anheuser-Busch  isn't  trembling  in  its  boots: 

Here  comes  the 
Kingfisher 


By  Shailaja  Neelakantan 


James  Bernau  can't  stop  smiling.  His 
Nor'Wester  Brewing  Co.,  based  in 
Portland,  Ore.,  was  teetering  on  the 
brink  of  disaster  when  he  received  a 
call  from  Vijay  Mallya,  who  was  driv- 
ing around  the  Napa  Valley  scouting 
vineyards.  Bernau  didn't  know  Mallya 
but  Mallya  told  him  he  wanted  to 
buy  his  company. 

Mallya,  42,  is  chairman  of  India's 
United  Breweries  Group,  which  sells 
$1.2  billion  worth  of  booze  and  beer 
in  India,  the  U.K.  and  the  U.S.  For 
$5.5  million  in  cash,  a  22%  discount 
from  book  value,  United  Breweries  is 
getting  a  40%  stake  in  Nor'Wester 
and  its  partly  owned  subsidiaries — 
Bayhawk  Ales,  Mile  High  Brewery 
and  Aviator  Ales.  The  name  has  been 
changed  to  United  Craft  Brewers; 
Bernau  will  be  president  and  10% 


owner.  Nor' Wester's  old  public  share- 
holders will  own  the  remaining  50%. 

United  Craft  is  also  acquiring 
Mendocino  Brewing  Co.,  of 
Hopeland,  Calif,  and  Humboldt 


Brewing,  based  in  Areata,  Calif. 

So-called  craft  brews  are  immense- 
ly popular.  From  almost  nothing  they 
have  gone  to  2.5%  of  the  $58  billion 
U.S.  beer  market,  and  some  people 
think  that  number  could  become  6% 
in  a  few  years.  Unfortunately,  it  is 
very  easy  to  get  into  the  business,  and 
so  many  of  the  entries,  like  Nor'West- 
er, are  in  trouble  (see  table  below). 
Mallya  sees  this  as  an  opportunity. 
"I'm  going  to  make  many,  many 
more  acquisitions,"  he  says.  "Put  a 
lot  of  them  together  into  a  network, 
and  you  get  economies  of  scale." 

Mallya  has  a  strategy:  operate 
nationally,  but  sell  locally  Each  micro- 
brewer  will  sell  in  a  local  market  but 
buy  raw  materials  and  consolidate 
orders  on  a  national  scale.  "The  prices 
at  which  Bernau  was  buying  glass  bot- 
tles were  ridiculous.  If  I  control  15  or 
20  microbreweries,  I  can  negotiate 
better  prices,"  Mallya  insists. 

But  beer  is  a  tough  business.  Can  a 
newcomer  hack  it?  If  self-esteem  will 
do  it,  Mallya's  got  it.  When  we  inter- 
viewed him,  he  was  sitting,  lordlike, 
in  an  ornate  chair  on  his  165 -foot 
yacht,  Indian  Achiever,  moored  at 
the  Chelsea  Piers  in  New  York.  He 
proved  himself  at  an  early  age,  after 
becoming  chair- 
Vijay  Mallya,  chief  man  of  his 
executive,  UCB  family's  United 

"I'll  deal  Breweries  at  28. 

with  Bud."  India  was  then 

■HM  dotted  with  small 

breweries,  and 
Mallya  set  about  acquiring  as  many  of 
them  as  possible.  In  1992  he  bought 
the  U.K.'s  Wiltshire  Brewing  Co., 
then  on  the  brink  of  receivership, 
refinanced  it  with  his  own  money  and 


Microbrewery  shares  gone  flat 


Brewer 

Ticker 

— Initial  public  offering — 

Price  

date 

price 

high 

recent 

Boston  Beer 

SAM 

11/95 

20 

32% 

9% 

Pyramid  Breweries 

PMID 

12/95 

19 

22A 

\    3K  J' 

Pete's  Brewing 

WIKD 

11/95 

18 

2VA 

Redhook  Ale 

HOOK 

8/95 

17 

34X 

;  v/i 

Nor'Wester  Brewing 

ALES 

1/96 

7 

SA 

2 

Sources:  Forbes;  Jensen  Securities. 

Small  breweries  went  public  at  buzzy  highs  a  couple  of  years  back.  Investors 
sobered  up  after  the  outfits  overexpanded.  Their  stocks  have  tanked. 
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Top  10  U.S.  microbrewers 


8rewer 

1996 
barrels* 

Boston  Beer 

12,200,000 

Pete's  Brewing 

420,000 

Sierra  Nevada 

270,000 

Redhook  Alet 

225,000 

Pyramid  Breweries 

128,000 

Widmer 

125,000 

Anchor 

108,000 

Full  Sail 

80,000 

Portland 

70,000 

Spanish  Peaks 

60,000 

*A  barrel  is  31  gallons.  tAnheuser-Busch  owns  25% 

Sources:  Beer  Marketer's  Insights; 
Institute  for  Brewing  Studies. 

Microbrewers  have  2.5%  of  the  U.S. 
market.  Their  sales  grew  29%  in  1996. 


sold  out  at  a  handsome  profit. 

Meanwhile,  he  was  pushing  his 

|  company's  Kingfisher  beer  outside 
India.  In  the  U.S.,  15,000  barrels  a 

!  year  are  sold  by  about  115  distribu- 

l  tors.  "It's  my  baby,"  he  says,  thump- 

j  ing  his  chest  on  a  shirt  that  bears  the 

:  Kingfisher  logo. 

But  is  he  ready  to  tackle  the  likes  of 

<  Anheuser-Busch  and  Philip  Morris? 

r  There's  little  similarity  between  beer 

i  distribution  in  India  and  the  U.S. 

,  Unlike  India,  in  the  U.S.  there  are  no 

'  government-owned  shops  that  carry 
all  brands.  "Busch  usually  wants  to 
put  the  brakes  on  distributors,  saying 
'You  have  to  sell  only  our  products,'" 

'  says  Thomas  Dalldorf,  editor  of  Cel- 
ebrator  Beer  News,  based  in  San  Fran- 

I  cisco.  "The  microbreweries  suffered, 

i  because  distribution  is  essential  to 

i  microbrewery  survival." 

Mallya  waves  aside  such  objections. 

i|  "I'll  have  a  lot  more  clout  going  in 
with  five  or  six  brands,  each  distinct 
and  not  similar.  I'll  make  sure  of 
that,"  he  says.  Mallya,  cocky  as  ever, 

lis  already  thinking  beyond  micro- 
breweries.  He  has  plans  to  start  what 
he  calls  microdistilleries  in  this  coun- 
try. In  the  works  are  flavored  gin, 
rum  and  an  exotic  liqueur  made  of 
herbs  from  what  Mallya  claims  is  a 
500-year-old  royal  recipe.  He  says  he 
ihas  original  recipes  for  East  India 
Rum,  Calcutta  Dry  Gin  and  India 
Pale  Ale.  "I'm  going  to  bring  all  this 
ito  the  U.S.,"  he  vows. 

Lots  of  luck,  Vijay.  HH 
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Holland  &  Holland 

50  East  57th  Street,  New  York,  NY  10022 

Opening  October,  1997: 
442  North  Rodeo  Drive,  Beverly  Hills,  CA  90210 


BRITISH  REFINEMENT  ST! 
WITH  A  DOUBLE-BARREL 

FOR    INFORMATION    PLEASE   CALL  1-B 


C  E-  1  83  5. 


Why,  when  Bill  Clinton  fibbed  in  San  Diego,  did  the  media  not  notice? 

Lies,  damned  lies 
and  politically 

motivated  statistics 


By  Dan  Seligman 

One  has  been  pondering  a  minor 
mystery  about  Bill  Clinton's  recent 
commencement  oration  at  the  Uni- 
versity of  California  at  San  Diego.  Bill 
was  calling  for  a  great  national  dialog 
on  race.  His  presentation  featured  a 
fair  amount  of  boilerplate  on  the 
importance  of  promoting  "diversity" 
in  education,  in  the  workplace  and 
everywhere  else — and  in  the  course  of 
arguing  this  case,  he  told  the  gradu- 
ating class:  "A  half-century  from  now, 
when  your  own  grandchildren  are  in 
college,  there  will  be  no  majority  race 
in  America." 

An  interesting  question  about  this 
familiar  argument  is:  Why,  if  diversity 
is  so  hugely  inevitable,  do  we  need  to 
work  so  hard  to  promote  it?  But  let 
that  pass.  The  mystery  that  got  me 
going  here  is:  How  could  the  Presi- 
dent be  so  factually  wrong  about  "no 
majority  race"  in  50  years? 

According  to  the  best  estimate  (the 
"middle  series")  of  the  U.S.  Census 
Bureau,  our  population  in  2050  will 
be  74.8%  white.  A  puzzle  within  this 
puzzle  is  how  come  the  mighty 
American  media  never  picked  up  on 
Clinton's  wild  misstatement — the 
latest  addition  to  one's  howler  file. 

We  claim  to  know  the  answers  to 
both  of  the  above  puzzles,  but  before 
you  get  to  read  them,  you  need  to 
know  about  our  howler  file.  The  file 
comprises  an  ever-lengthening  list  of 
statistical  absurdities  that  over  the 
past  ten  years  or  so  have  either  gone 
unnoticed  or  have  been  dopily 
repeated  by  the  mainstream  media.  A 
funny  coincidence  about  these  entries 
is  that  (a)  they  tend  to  involve  basic 
demographic  data  and  (b)  they  invari- 


ably reflect  politically  correct  biases. 

Remember  the  endless  iteration  of 
the  statement  that  hardly  any  white 
males  would  be  entering  the  labor 
force  of  the  future?  This  thought  was 
all  over  the  place  after  the  publica- 
tion, in  1987,  of  the 
Hudson  Institute's  Work- 
force 2000.  Typical  was  a 
summary  by  Newsweek, 
which  told  its  readers  that 
"only  15%  of  people  enter- 
ing the  work  force  from 
1985  to  2000  will  be 
white  men." 

Also  typical  was  the 
moral  extracted  by 
Newsweek  from  this  pro- 
jection— that  "corporate 
America  .  .  .  must  move  past  hiring 
goals  and  tokenism  and  learn  how 
to  keep,  motivate  and  promote 
minorities." 

Like  a  lot  of  other  publications, 
Newsweek  had  it  all  wrong.  They  were 
all  ignoring  the  fact  that  the  15% 
figure  represented  a  misreading  of  the 
Hudson  report.  The  report  did  not 
say  that  white  males  would  represent 
15%  of  new  workers,  but  15%  of  net 
new  workers.  In  other  words,  most  of 
the  white  males  coming  into  the 
labor  force  would  merely  be  replacing 
retiring  white  male  workers,  but  the 
remainder  would  be  accounting  for 
15%  of  labor  force  growth  in  the 
period. 

How  could  any  educated  person, 
with  even  the  skimpiest  knowledge  of 
American  life,  think  that  white  males 
would  constitute  less  than  one-sixth 
of  those  entering  the  market  for  jobs 
in  this  period?  Obvious  answer:  It's 


much  easier  to  fall  for  ludicrous  sta- 
tistics when  they  advance  the  point 
you  are  yearning  to  make. 

Of  arguably  less  significance,  but 
still  cherished  in  this  corner,  is  a 
howler  generated  by  nbc's  Tom 
Brokaw  during  the 
Quayle-Bentsen  vice  pres- 
idential debate  in  1988 — 
and  once  again  ignored 
by  the  media. 

Cast  as  one  of  the 
"questioners"  of  the  two 
candidates,  Brokaw  pre- 
sumably worked  hard  at 
thinking  up  zingers,  and 
produced  this  one  for 
Quayle:  What  should  our 
country  do  about  "the  65 
million  American  children  who  live 
with  their  families  in  poverty"? 

What  nobody  (including  Quayle  or 
Bentsen)  noticed  is  that  this  figure 
was  approximately  twice  as  high  as 
the  total  number  of  Americans  in 
poverty,  and  marginally  higher  than 
the  total  number  of  children  (i.e.,  the 
under- 18  population)  in  America. 
Could  that  mistake  possibly  have 
been  made  by  anybody  but  a  liberal 
journalist  supportive  of  federal 
antipoverty  programs?  Could  that 
question  be  anything  but  rhetorical? 

Next  case:  It  is  1995,  and  Hillary 
Clinton  has  recently  started  writing  a 
newspaper  column.  This  being  a 
period  in  which  the  First  Femme  is 
emphasizing  her  identification  with 
the  needs  and  aspirations  of  ordinary 
middle-class  women,  she  does  a 
column  about  latchkey  kids.  And, 
with  the  entire  resources  of  the 
United  States  government  at  her  dis- 


It's  easy  to  fall 
for  bad  statis- 
tics when  they 
advance  the 
point  you  are 
yearning  to 
make. 
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posal,  she  states  that  "three  out  of 
four  working  women  have  school- 
age  children."  The  correct  figure,  it 
happens,  is  two  out  of  five — 40%, 
not  75%. 

Doesn't  anybody  notice  these  idiot 
errors?  Doesn't  anybody  wonder  how 
a  smart  dame  like  Hillary  could  not 
know  that  sizable  fractions  of  the 
female  labor  force  are  either  young 
and  thus-far  childless,  or  older  with 
grown-up  kids?  Does  anybody — 
except  the  keeper  of  a  howler  file — 
relate  the  error  to  the  perpetrator's 
tireless  advocacy  of  more  day-care 
facilities?  Just  asking. 

Our  final  example  is  from  the 
report  of  the  federal  Glass  Ceiling 
Commission,  issued  two  years  ago. 
This  statistically  infamous  study 
offered  numerous  contributions  to 
the  howler  file,  but  we  shall  go  here 
with  only  one:  the  statement  that 
companies  with   especially  good 


records  in  promoting  women  and 
minorities  do  better  on  Wall  Street — 
specifically,  that  they  have  a  "stock- 
market  performance  .  .  .  2.4  times 
higher  than  that  of  the  firms  that  had 
poor  glass-ceiling  records." 

Given  abundant  research  showing 
mediocre  performance  among  funds 
emphasizing  social  responsibility,  it 
seems  hard  to  believe  that  affirma- 
tive-action companies  do  better  than 
average  in  the  market.  But  the 
notion  that  their  returns  are  2.4 
times  higher  than  the  Standard  & 
Poor's  500  seems  totally  wild.  Over 
the  years  the  s&P  has  generated 
annual  returns  in  the  10%  zone,  so 
the  claim  seems  to  imply  returns  of 
maybe  24%  for  companies  combat- 
ting the  glass  ceiling. 

Could  it  be?  Of  course  not.  When 
a  fellow  went  and  looked  up  the 
study  cited  in  a  footnote,  it  turned 
out  to  state  that,  in  a  certain  period, 


the  companies  identified  as  good 
guys  had  outdone  the  s&P  not  by 
2.4  times  but  by  2.4%.  Was  this 
screwup  reflecting  political  bias  or 
mere  statistical  illiteracy?  Our 
ruling:  both,  obviously. 

Back  to  Bill  Clinton  in  San 
Diego.  Why  would  he  say  there 
will  be  no  majority  race  50  years 
down  the  road  when,  clearly, 
whites  will  constitute  three- 
quarters  of  the  population? 
Here  is  what  was  going  on  in 
his  head: 

He  was  obviously  aching  to 
make  the  strongest  possible 
statement  about  diversity.  He 
also  wanted  to  make  some  kind 
of  "no  majority"  declaration, 
to    dramatize    the  coming 
changes  in  the  population.  But 
he  had  this  little  problem:  the 
Hispanics.  Hispanics  are  an 
ethnic  group  and  a  linguistic 
group — but  not  a  race.  Based 
on  their  own  self-identifications, 
the  Census  Bureau  treats  the 
great  majority  of  them  (90%  or 
so)  as  white. 

In  2050  the  middle  series 
anticipates  some  97  million  His- 
panics (in  a  total  population  of 
394  million),  and  it  is  they  who 
guarantee  a  continued  large  racial 
majority  for  whites. 
So  why  didn't  Clinton  make 
his  diversity  point  by  noting  that  50 
years  from  now,  non-Hispanic  whites 
will  no  longer  dominate  the  popula- 
tion totals?  That  statement  would 
have  been  more  or  less  accurate,  but 
it  still  presents  a  problem.  It's  a  prob- 
lem even  in  a  speech  calling  for 
"honest  dialog"  and  claiming  to 
oppose  "political  correctness  and 
other  barriers  to  honesty."  The  prob- 
lem is  that  "non- Hispanic  whites"  is 
a  phrase  that  makes  some  Hispanics 
wince.  It  has  an  overtone  suggesting 
that  somehow  or  other  they  aren't 
really  white. 

So  Bill  decided,  not  for  the  first 
time,  to  just  fib  and  see  if  anybody 
noticed.  Apparently  nobody  did. 

Incidentally,  he  still  would  have 
been  wrong  if  he'd  said  that  non-His- 
panic whites  would  no  longer  be  a 
majority  in  2050.  The  middle  series 
puts  them  at  52.8%  of  the  U.S.  pop- 
ulation in  that  year.  ■ 
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As  Japan  deregulates  its  financial  markets,  huge  opportunities  open 
for  financial  service  companies.  In  this  context  the  recent  scandals 
may  be  the  best  thing  that  ever  happened  to  Nomura  Securities. 

Clearing  the  air 


By  Neil  Weinberg 

How's  this  for  a  plague  of  troubles? 
Three  top  executives  of  Japan's 
largest  securities  firm — including  its 
former  president,  Hideo  Sakamaki — 
have  been  arrested  and  charged  with 
paying  off  a  sokaiya  racketeer.  Fifteen 
board  members  have  been  forced  to 
resign.  The  Ministry  of  Finance  is 
expected  to  fine  Nomura  Securities 
next  month  and  to  suspend  some  of 
its  trading  operations  for  up  to  six 
months.  The  New  York  Times  has 
speculated  that  Japanese  authorities 
may  force  Nomura  to  split  off  some 
lines  of  business,  thus  diminishing  the 
scope  of  the  $8.7  billion  (revenues 
for  the  fiscal  year  through  March) 
firm's  dominance  of  the  Japanese 
securities  business. 

That's  what  the  papers  are  saying, 
but  the  outcome  is  likely  to  be  far 
more  positive  for  the  Tokyo-based 
firm.  "It  [the  scandal]  could  be  the 
best  thing  that  ever  happened  to  No- 
mura," says  one  employee,  who  asks 
to  remain  nameless.  "It's  a  rude 


wake-up  call  for  top  management." 

Nomura,  like  leading  rivals  whom 
a  sokaiya  lawyer  recently  implicated  in 
similar  crimes,  badly  needs  shaking 
up.  Starting  early  next  year,  the  gov- 
ernment's "Big  Bang"  reforms  will 
permit  Japanese  and  foreign  financial 


Nomura  Securities' 
Junichi  Ujiie 
Named  Nomura's 
president  a  few  weeks 
before  his  predecessor 
was  bundled  off  to  jail, 
Ujiie  promises  to  be 
a  much-needed  breath 
of  fresh  air  at 
the  tradition-bound  firm. 


institutions  to  begin  invading  one 
another's  turf.  Within  a  few  years 
banks  will  broker  stocks,  securities 
firms  will  sell  insurance,  insurance 
firms  will  peddle  mutual  funds,  and 
so  on.  Securities  trading  commissions 
will  be  deregulated — a  quarter-cen- 


Getting  bigger  with  Big  Bang 


Company/country   Fiscal  1996*   1997   Price   Market 

assets     revenues    net  income    EPS     P/E       estimated  — 52-week —  value 


— ($mil) — 

EPS 

recent 

high 

low 

($mil) 

Morgan  Stanley  DWD/US 

$238,860 

$22,172 

$1,980 

$3.22 

13 

$3.48 

$43.06 

$46.75 

$24.13 

$25,215 

Merrill  Lynch/US 

213,016 

25,011 

1,619 

4.10 

15 

3.80 

59.63 

63.88 

27.13 

19,731 

Salomon/US 

194,881 

9,046 

617 

8.59 

7 

5.52 

56.00 

\  61.38 

38.00 

6,054 

Lehman  Brothers/US 

128,596 

14,260 

416 

3.24 

13 

3.77 

40.50 

44.25 

20.63 

4,103 

■ 

Nomura  Securities/Japan 

1  125,587 

j  8,684 

-809 

-4.12 

NM 

2.32 

137.81 

196.19 

87.23 

27,052 

■ 

Daiwa  Securities/Japan 

108,230 

5,173 

-710 

-5.28 

NM 

3.26 

78.85 

129.59 

55.65 

10,602 

Bear  Stearns/US 

92,085 

4,964 

491 

3.43 

10 

3.92 

34.19 

i  35.88 

19.63 

4,126 

■ 

Nikko  Securities/Japan 

71,346 

4,094 

-1,036 

;  -7.05 

NM 

2.29 

61.49 

112.37 

44.80 

9,036 

■ 

Yamaichi  Securities/Japan 

;  57,623 

3,518 

-1,528 

j  -12.64 

NM 

0.72 

29.74 

68.89 

23.43 

3,595 

Paine  Webber  Group/US 

52,514 

5,706 

364 

3.59 

10 

3.12 

35.00 

39.00 

19.00 

3,208 

■  Unsponsored  American  Depositary  Receipt.  *  Japanese  results  are  through  Mar.  31, 1997.  NM:  Not  meaningful. 

Sources.-  Bloomberg  Financial  Markets:  IBES  Express;  Morgan  Stanley  via  OneSource  Information  Services. 


The  biggest  securities  brokerage  in  Japan,  Nomura  Securities  is  barely  half  the  size  of  the  U.S.'  Morgan  Stanley  and  Merrill 
Lynch.  But  Nomura  could  be  a  prime  beneficiary  of  Japan's  Big  Bang  financial  reforms.  (Banks  are  excluded  from  this  table.) 
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tury  after  the  U.S.  did  it.  Currency 
exchange  regulations  are  being  mod- 
ified, permitting  Japanese  citizens  to 
invest  easily  anywhere  in  the  world. 

A  revitalized  Nomura  would  have 
unlimited  opportunities  in  this  new 
financial  era.  Take  trading.  As  com- 
missions are  deregulated,  corporate 
customers  will  have  every  incentive  to 
use  a  handful  of  big  brokerages  to 
negotiate  the  best  deal,  rather  than 
spread  orders  among  numerous 
firms,  as  is  currently  the  practice. 

Nomura  has  135  domestic  branch- 
es, more  than  any  other  securities 
firm,  and  thus  has  a  Merrill  Lynch- 
like  ability  to  move  large  amounts  of 
securities.  If  competition  leads  to  rate 
shaving,  Nomura  stands  to  win  new 
business:  Selling,  general  and  admin- 
istrative expenses  for  the  Japanese 
parent  company  were  68%  of  rev- 
enues last  fiscal  year,  versus  85%  on 
average  for  Nomura's  three  largest 
rivals — Daiwa,  Nikko  and  Yamaichi. 

David  Threadgold,  an  analyst  at 
BZW  Securities  (Japan)  Ltd.,  predicts 
that  Nomura's  share  of  Tokyo  trad- 
ing will  rise  from  11%  now  to  14% 
over  the  next  decade.  He  thinks  the 
combined  share  of  Japan's  next  three 
largest  firms — Daiwa,  Nikko  and 
Yamaichi— will  fall  from  24%  to  20%. 

Commissions  contribute  less  than 
30%  of  Nomura's  worldwide  rev- 
enues. Another  already  large  business 
that  Nomura  plans  to  pump  addi- 
tional resources  into  is  asset  manage- 
ment. Here,  too,  deregulation  creates 
vast  new  opportunities  to  tap  Japan's 
huge  pools  of  savings.  Recognizing 
the  potential  early  on,  Nomura  in 
1981  created  an  asset  management 
firm,  Nomura  Investment  Manage- 
ment Co.  (Nimco),  to  circumvent 
Finance  Ministry  rules  prohibiting 
brokerage  houses  from  managing 
domestic  pension  funds.  U.S.  invest- 
ing institutions  have  put  about  $7.5 
billion  into  the  hands  of  Japanese 
asset  managers;  three-quarters  is  han- 
dled by  Nimco,  whose  clients  include 
General  Electric,  Philip  Morris  and 
the  California  Public  Employees' 
Retirement  System. 

But  foreign  money  is  relatively 
small  change  in  thrifty  Japan.  "In  the 
last  year  we've  seen  a  lot  of  catching 
up  in  the  thinking  of  [Japanese  cor- 
porate] pension  funds,"  says  Naoki 
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Santoh,  Nimco's  executive  manag- 
ing director.  "They're  beginning  to 
realize  that  not  taking  a  risk  [in 
equities]  is  itself  a  risk,  so  the  fund 
management  business  has  a  bright 
future."  Japanese  pension  assets  are 
expected  to  roughly  double  by 
2005,  to  $3.5  trillion,  with  Nomura 
receiving  a  nice  chunk. 

Mutual  funds?  Japanese  individuals 
hold  56%  of  their  $10  trillion  in  sav- 
ings accounts  yielding  less  than  1%  on 
average.  Nomura  is  in  the  lead  in 
enticing  these  savers  to  switch  from 
cash  to  stocks  and  bonds.  Nomura's 
mutual  fund  arm,  Nomura  Securities 
Investment  Trust  Management  Co., 
is  the  largest  in  Japan,  with  nearly 
$100  billion  in  assets  currently  under 
management. 

After  some  very  dumb  deals  over- 
seas, Nomura  has  wised  up  and  now 
has  strong  foreign  assets.  It  has  learned 
to  rely  in  good  part  on  local  talent 
rather  than  insist  on  Japanese  manage- 
ment. In  New  York  Nomura  Securities 
International  is  now  one  of  Wall 
Street's  largest  players  in  the  high- 
stakes  game  of  packaging  and  trading 
collateralized  mortgage  obligations. 
Last  fiscal  year  the  unit's  pretax  profits 
rose  37%,  to  $162  million,  on  revenues 
of  perhaps  $2  billion. 

Emerging  markets?  So  far  this  year 
Nomura,  with  a  large  London-based 
team,  has  lead-managed  a  bond  issue 
for  Pakistan  Telecom,  a  global  deposi- 
tary receipt  issue  for  Taiwanese  elec- 
tronics firm  Asustek  and  a  Eurobond 
issue  for  the  City  of  Moscow. 

Junichi  Ujiie,  51,  the  son  of  a 
retired  Toshiba  executive  vice  presi- 
dent, is  a  breath  of  fresh  air  in  the 
upper  reaches  of  Nomura.  The  first 
true  internationalist  to  take  Nomura's 
helm,  he  earned  a  Ph.D.  in  econom- 
ics from  the  University  of  Chicago  in 
1975,  then  worked  in  Nomura's 
Zurich  and  New  York  offices.  He  was 
named  president  a  few  weeks  before 
his  predecessor,  Hideo  Sakamaki,  was 
bundled  off  to  jail. 

Ujiie  isn't  doing  much  public  talking 
these  days,  but  he  has  been  shaking  the 
company  up,  warning  executives  that 
Nomura  must  mend  its  old,  lazy  ways. 
Change  comes  slowly  in  Japan,  but 
there  isn't  much  doubt  now  that  it  is 
finally — if  not  exactly  welcomed — at 
least  thoroughly  accepted.  H 
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BUSINESS  STRATEGY 


A  job  I  never  wanted 


BY  JOHN  RUTLEDGE 


John  Rutledge  is  an 
economist  and  chair- 
man of  Rutledge  &  Co., 
a  merchant  bank  in 
Greenwich,  Conn. 
rutledgeco@aol.com 


I  used  to  think  running  a  company  must  be 
hard  work.  Now  I  know  it  is.  Last  month  I 
was  drafted  into  the  reluctant  role  of  tempo- 
rary skipper,  pending  a  search  for  a  new  chief 
executive.  It  wasn't  what  I'd  call  fun,  but  I 
learned  a  few  things. 

Several  months  before,  we  had  combined 
two  fine  companies — each  a  leader  in  a  part 
of  the  market — to  create  a  dominant  competi- 
tor. But  after  decades  of  fighting  each  other 
for  every  piece  of  business,  the  two  teams 
were  not  what  I  would  call  brotherly. 

We  formed  an  operating  group  of  the  two 
dozen  top  managers  and  assembled  them  in  a 
room.  I  announced  that  from  now  on  we 
would  stop  blaming  the  other  team  for  prob- 
lems and  sink  or  swim  together.  Henceforth 
it  was  an  offense  to  use  the  names  of  the  for- 
mer companies  except  in  the  past  tense.  The 
penalty  was  one  American  dollar  to  be  paid 
immediately  in  cash. 

We  decided  the  best  way  to  get  the  mes- 
sage around  was  to  use  Shawn-mail.  Shawn, 
the  company's  receptionist,  is  also  the  compa- 
ny's de  facto  communications  officer.  You 
want  the  employees  to  know  something,  you 
don't  write  a  memo.  Just  tell  Shawn.  We  gave 
all  the  money  collected  through  our  drum- 
head justice  system  to  Shawn,  who  would  use 
it  to  buy  pretzels,  popcorn,  pizzas  and  other 
treats  for  the  employees. 

So  far  it's  working  great.  It's  a  fun  way  of 
making  a  serious  point.  Even  after  three 
weeks  we  still  collect  from  $5  to  $10  in  a 
two-hour  meeting.  One  of  the  employees  col- 
lected a  buck  from  the  company's  banker.  But 
the  crime  rate  is  going  down,  and  the  two 
teams  are  slowly  becoming  one  team. 

Another  problem  we  had  was  getting  peo- 
ple to  speak  up.  The  previous  chief  executive 
had  been  extremely  autocratic;  ideas  came 
from  the  top.  I  wanted  to  change  that. 

The  people  who  really  know  how  the  cus- 
tomer feels  are  the  service  reps  who  take  the 
customers'  calls.  The  people  who  know  about 
shipping  are  the  forklift  drivers  and  shipping 
employees  who  see  the  product  go  out  the 
door.  And  the  people  who  know  about  capital 
equipment  are  the  guys  in  the  maintenance 
department.  I  wanted  to  get  the  knowledge 
of  these  people  into  the  decisions  we  were 
making  to  improve  our  service  to  customers. 


We  started  with  a  marathon  meeting  of  the 
operating  group  to  identify  every  problem 
that  was  affecting  our  ability  to  serve  our  cus- 
tomers or  take  care  of  our  own  employees.  If 
the  customers  like  doing  business  with  us  and 
the  employees  think  it's  fun  to  come  to  work, 
everything  else  will  work  out. 

Shawn,  the  company's  receptionist, 
is  also  the  company's  de  facto 
communications  officer. 


We  ended  up  with  30  projects,  ranked  in 
order  of  importance  to  the  customer.  For 
each  project  we  appointed  a  belly-button  per- 
son from  the  group  to  report  progress.  We 
then  appointed  a  team  of  employees  from 
every  area  of  the  business  touched  by  the 
issue  to  find  a  solution.  The  pricing  team,  for 
example,  might  have  employees  from  sales, 
customer  service,  accounting  and  credit  on 
the  team.  We  meet  every  Thursday,  when 
everyone  gets  a  chance  to  speak  his  or  her 
mind.  Once  we  decide  on  a  course  of  action, 
we  all  work  together  to  make  it  succeed. 

To  reinforce  the  message  that  employees' 
ideas  do  improve  the  business,  I  gave  all  the 
members  of  the  operating  group  copies  of 
I-Power,  Marty  Edelston's  fabulous  book.  It 
shows  how  to  create  an  organization  that 
draws  the  best  ideas  from  its  own  people. 
Marty's  premise  is  simple:  The  collected 
brains  of  all  the  people  in  the  company — a 
kind  of  human  neural  network — are  a  lot 
smarter  than  any  one  brain.  This  book  helps 
the  employees  realize  that  the  boss  really 
means  it  when  he  says  he  wants  our  ideas. 

Ordinary  employees  began  showing  up, 
asking  if  they  could  borrow  a  copy.  I  am  on 
my  third  case  of  books  already. 

I  hated  having  to  step  in  as  temporary  chief 
executive,  but  I'm  richer  for  the  experience.  I 
love  seeing  the  people  walking  taller,  stepping 
faster  and  feeling  proud  of  themselves.  We 
have  seen  remarkable  examples  of  leadership, 
as  employees  find  and  implement  solutions  to 
small  problems — and  big  ones.  We're  not 
where  we  want  to  be  yet,  but  customers  are 
starting  to  call  to  say  they  like  what  they  see. 

The  biggest  lesson  all  this  taught  me  is  that 
the  guys  who  operate  a  business  have  tougher 
jobs  than  the  chairman  of  the  board.  M 
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a  miracle 
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all  of  the 
above  and 
Carrier 


Four  and  a  half  centuries 
of  smoke  from  votive  candles 
combined  with  modern  air 
pollution  to  mask  the  glory  of  the 
Sistine  Chapel  ceiling. 

It  took  an  inspired  clergy, 
he  genius  of  patient  artisans,  and  the  miracle  of  chemistry  to  restore  its  original  vibrant  beauty, 
i  And  to  keep  it  that  way? 

A  specially  designed  climate  control  system  for  comfortable  temperatures  and  clean  air  from  this  time  forth. 
;  And  the  people  chosen  to  provide  all  this? 
;  Carrier. 

Perhaps  because  Carrier  is  to  air  conditioning  what  Otis  is  to  elevators  and  Sikorsky  is  to  helicopters: 
'he  creator  of  the  industry. 


%  United 
Technologies 


tis     Carrier     Pratt  &  Whitney     Sikorsky     Hamilton  Standard     UT  Automotive 


There's  been  a  fair  amount  of  bad  news  from  South  Korea  lately. 
Look  deeper,  though,  and  the  future  is  promising.  • 

Darkness  before  dawn 


By  Neil  Weinberg  with  Soo  Young  Yoon 

Attention,  contrari- 
ans. A  weekly  business 
magazine  recently  pro- 
claimed that  South 
Korea  may  go  the  way 
of  Mexico — a  boom 
that  fizzled. 

You  could  make  that 
case.  Korean  banks  are 
staggering    under  a 
mountain  of  bad  debt. 
Both  unemployment  and 
prices  are  rising.  Korea's 
current    account  deficit 
reached  a  record  $24  billion 
last  year,  4.9%  of  gross 
domestic    product,  and 
surged  further  this  year. 
Four  of  Korea's  30  largest 
chaebol  (conglomerates) 
have  declared  bankruptcy 
since  early  last  year. 
Shares  of  Korea  Fund, 
the  best  way  for  most 
Americans  to  invest  in 
Korea,  recently  traded 
at  15,  down  from  22  a 
year  ago  (see  box,  p.  62). 

But  we'd  hardly  call 
this  a  crisis.  Korea's 
economy  continues 
growing.    This  year 
gross  domestic  prod- 
uct should  increase  5% 
to  6%.  That's  down 
from  last  year's  7%,  but 
a    lot    of  countries 
would  dearly  love  to 
achieve  5%.  With  the 
slowdown,  this  year 
the  current  account 
deficit   should  drop 
around  15%,  to  below 
$20  billion.  Korea's  principal  exports 
are  commodity  goods  like  dynamic 
random  access  memory  chips,  steel 
and  petrochemicals,  and  their  prices 
have  been  weak.  This  year  steel  and 
petrochemical  prices  seem  to  be 
strengthening,  and  oil  prices  are 
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Korean  workers  protest 
new  labor  law  (left); 
Hanbo  Group  Chairman 
Chung  Tae  Soon 
in  detention;  shoppers 
in  downtown  Seoul 
Change  is  never 
painless,  but  Korea  is 
moving  the  right  way. 


down  by  16% — which 
pushed  Korea's  June  trade 
account  into  the  black  for 
the  first  time  since  Decem- 
ber 1994. 

The  plunge  in  prices 
for  16-megabit  dynamic 
random  access  memories 
from  more  than  $50  in  late 
1995  to  as  little  as  $5  early 


this  year  also  hurt.  It  knocked  Sam- 
sung Electronic's  net  earnings  from 
$2.8  billion  in  1995  to  $184  million 
last  year.  Memory  chip  prices  have 
since  recovered  to  around  $9.  Each 
$1  rise  in  the  average  selling  price 
adds  $343  million  to  Samsung's 


operating  profits;  the  company  is 
likely  to  net  around  $840  million  this 
year,  estimates  KEB  Smith  Barney 
in  Seoul. 

Korea's  basic  strengths  remain.  Per 
capita  income  in  Mexico  is  less  than 
$4,000;  in  Korea,  $10,000.  Korea's 
savings  rate  is  an  impressively  high 
35%,  representing  $168  billion  in 
fresh  capital  last  year.  This  gives  the 
country  a  far  larger  pool  of  domestic 
savings  to  fund  capital  spending  than 
is  available  in  Mexico. 

Korea's  consumers  are  much  more 
affluent  than  Mexico's.  The  domestic 
market  creates  economies  of  scale  that 
help  exports.  Example:  With  domes- 
tic demand  for  cellular  phones  surg- 
ing, last  year  Korea  launched  digitized 
CDMA  service  ahead  of  the  U.S.  Thus 
its  makers  of  high-end  electronic  gear 
already  have  a  sales 
base  at  home.  With 
both  home  and 
export  markets  strong, 
sales  at  LG  Informa- 
tion &  Communica- 
tions, an  offshoot  of 
the  old  Lucky-Gold- 
star conglomerate, 
rose  61%,  to  $925 
million,  thanks  mainly 
to  strong  demand  for 
CDMA  equipment. 
Samsung  Electronics, 
another  large  telecom- 
munications equip- 
ment supplier,  recent- 
ly received  orders 
worth  an  estimated 
$20  million  from 
Hong  Kong's  Hutch- 
ison Whampoa  for 
40,000  cdma  handsets. 

On  the  macroeconomic  level,  the 
South  Korean  government,  led  by 
President  Kim  Young  Sam,  is  loosen- 
ing its  formerly  stifling  control  over 
the  economy.  Last  year  Korea  joined 
the  29-member  Organization  for 
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Looking  For  An  Edge 
In  International  Markets? 

Choose  Prudential  World  Fund/International  Stock  Series. 


Available  through 
PruChoice 

Prudential  World  Fund/ 
International  Stock  Series 
(Class  Z)* 

Morningstar  overall  rating** 
as  of  5/31/97 

**** 

Among  508  Funds  in  the 
International  Equity  Category 

Class  Z  shares  are  available 
through  the  PruChoice 
program,  which  iets  you 
choose  from  a  variety  of 
today's  most  popular  load 
and  no-load  funds — without 

paying  any  loads,  just  an 
all-inclusive  annual  effective 
fee  of  1 .25%  of  assets.1  The 
rating  cited  is  for  the  Z  class 
only.  Morningstar  ratings  are 

available  only  for  shares 
with  at  least  three  years  of 
performance.  Class  A,  B  and 
C  shares  are  less  than  1  year 

old.  Class  A,  B,  C  and 
|    Z  shares  have  a  common 
i portfolio,  although  their  fees, 
;  expenses,  sales  charges  and 
inception  dates  vary.  Because 
i  of  these  differences,  returns 
i  to  investors  and  ratings  will 
vary.  Unlike  Class  Z  shares, 
i  Class  A,  B  and  C  shares  are 
:  subject  to  distribution  fees 
and  sales  charges. 


Why  look  overseas? 

Investors  whose  performance  depends 
on  U.S.  stocks  have  seen  great  results  in 
recent  years,  but  where  will  future  growth 
come  from?  More  and  more  investors  are 
diversifying  with  foreign  stocks,  which 
may  actually  reduce  the  overall  volatility 
of  a  U.S.- only  portfolio. 


From  telecommunications 
in  Argentina  to  drilling 
and  pipeline  supplies  in 
Europe,  a  world  of 
opportunity  awaits 
global-minded  investors. 


A  time  tested 
value  approach. 

Not  all  international  stock  funds  are  alike 
The  Prudential  World  Fund/International 
Stock  Series  uses  a  "value"  investing 
style  which  seeks  to  uncover  overseas 
companies  that  are  selling  at  bargain 
prices.  Although  investing  in  foreign 
securities  generally  involves  more  risk, 
this  fund's  value  style  can  offer  a  more 
conservative  approach  which  may  help 
manage  the  risk. 


If  performance  is  no  guarantee  of 
jjre  results.  Share  price  and  return 
'  vary,  and  you  may  have  a  gain  or 
Is  when  you  sell  shares. 


Experience  and  expertise 
in  international  investing. 

When  you  invest  in  overseas  markets, 
where  information  is  often  limited, 
professional  expertise  is  more  important 
than  ever.  In  addition,  foreign  investments 
are  subject  to  the  risks  of  currency 
fluctuations  and  the  risks  of  social, 
political  and  economic 
.  change,  which  may 
result  in  greater 
share  price  volatility. 
With  the  Prudential 
World  Fund/ 
International  Stock 
Series,  you  can  be 
confident  that  you're 
getting  an  experienced  management  team 
that's  earned  the  respect  of  the  industry. 

Call  today!  Ask  a  Prudential 
Securities  Financial  Advisor  for  a  fund 
prospectus  with  more  complete 
information  on  charges  and  expenses, 
and  information  on  different  classes  of 
shares.  Please  read  the  prospectus 
carefully  before  you  invest. 

1-800-654-5454  ext.  11 


(£|  Prudential 

Investments 


'  pss  Z  shares  are  also  available  on  an  institutional  basis.  '12b-l  fees  may  apply  to  other  PruChoice  Fund  options.  The  Morningstar  rating  does  not 
tcp  into  account  PruChoice's  1 .25%  annual  effective  fee. 

'  i rings  ore  subject  to  change  every  month.  Morningstar  proprietary  ratings  reflect  risk-adjusted  performance,  are  historical  ond  do  not  represent  future  performance.  Morningstar  ratings  are  calculated  from 
MjnoY  3-,  5-,  and  10-year  returns  (with  fee  adjustments)  in  excess  of  90-day  Treasury  bill  returns,  and  a  risk  factor  that  reflects  fund  performance  below  90-day  T-bill  returns.  The  1-year  rating  is 
filiated  using  the  same  methodology,  but  is  not  a  component  of  the  overall  rating.  1 0%  of  the  funds  in  a  category  receive  5  stars,  the  next  22.5%  receive  4  stars.  The  Prudentiol  World  Fund/  International 
Si  Series  (Closs  Z)  received  4  stars  (among  508  funds)  for  the  3-year  period  and  4  stars  (among  984  funds)  for  1  year  Shares  of  the  Fund  are  offered  through  Prudential  Securities  Incorporated, 
i  Voter  Street,  New  York,  NY,  a  subsidiary  of  The  Prudential  Insurance  Company  of  America.  Prudential  Investments  is  the  money  management  unit  of  The  Prudentiol  Insuronce  Company  of  America. 
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How  to  participate 

The  Korea  Stock  Exchange  index 
has  dropped  40%  from  its  alltime 
high,  reached  in  November  1994. 
The  market  currently  trades  at  16 
times  earnings,  way  down  from  the 
November  1994  peak  of  25.  The 
total  capitalization  of  Korea's  public 
companies  is  now  $154  billion,  31% 
of  GDP.  In  1994  it  was  $189  billion, 

50%  of  GDP. 

The  crash  of  the  Korean  market 
wiped  out  much  of  the  extraordi- 
nary gains  of  the  previous  period. 
From  August  1992  to  its  November 
1994  high,  the  Korea  Stock  Price 
Index  climbed  from  459  to  1,138. 

Bargain  hunters,  feeling  that  the 
bad  news  about  Korea  has  been 
overdone,  have  started  buying. 
"I'm  not  overly  optimistic  about  a 
complete  recovery  this  year,"  says 
Timothy  Addison,  a  senior  vice 
president  at  Orion  Asset  Manage- 
ment, which  comanages  Korea 
Investment  Fund,  "but  I  do  believe 
that  many  companies  are  doing 
what  they  need  to  do  to  cut  the  fat 
and  rein  in  spending." 

LG  Chemical,  for  example,  has 
begun  selling  off  unprofitable  divi- 
sions and  has  introduced  a  just-in- 
time  inventory  management  system. 
Addison  adds  that  earnings  per 
share  for  the  whole  Korean  market 
are  expected  to  rise  in  the  second 
half  of  1997,  and  $19  billion  (sales) 
Samsung  Electronics  will  continue 
to  recover  as  prices  for  computer 
memory  chips  strengthen.  LG  Semi- 


Economic  Cooperation  &  Develop- 
ment and  pledged  to  rapidly  open  its 
markets  to  competition.  The  process 
is  already  under  way  in  Korea's  back- 
ward financial  markets.  Five  years  ago 
the  Korean  government  fixed  the 
won  exchange  rate  and  banned  for- 
eigners from  owning  Korean  stocks. 
Today  the  won  floats  freely,  foreign- 
ers can  hold  up  to  23%  of  publicly 
listed  firms,  and  the  ceiling  will  be 
eliminated  altogether  bv  the  year 
2000. 

The  political  scandals  that  have 
kept  South  Korea  in  the  news  can  be 
traced  to  these  old,  tight  controls. 


conductor  and  Hyundai  Electronics 
should  also  benefit. 

In  March  $9.6  billion  (revenues) 
Pohang  Iron  &  Steel  (Posco),  the 
world's  second-largest  steelmaker, 
commissioned  a  University  of 
Michigan  professor  to  create 
Korea's  first  economic  value-added 
model  to  help  maximize  sharehold- 
er value.  Old  stuff  in  the  U.S.,  but  a 
promising  new  beginning  in  Korea. 

Buying  individual  Korean  stocks 
can  get  complicated,  what  with 
limits  on  foreign  ownership  not  yet 
completely  eliminated.  This  means 
that  shares  in  foreign  hands  often 
command  a  premium  over  shares 
that  can  be  bought  only  by  Kore- 
ans. Thus  Samsung  Electronics  is 
quoted  in  Seoul  at  $78  a  share,  but 
a  foreigner  would  have  to  pay  $109, 
which  includes  a  premium  of  40%. 

Probably  the  easiest  way  for  most 
Americans  to  play  Korea  is  through 
one  of  the  funds  that  specialize  in 
the  country.  The  oldest  fund  is 
$670  million  (assets)  Korea  Fund, 
managed  by  Scudder  Stevens  & 
Clark.  A  year  ago  Korea  Fund 
traded  at  over  $22  a  share,  a  premi- 
um to  net  asset  value  of  nearly  30%. 
In  the  last  few  weeks  the  shares 
have  been  strong,  but,  even  so, 
trade  at  $15,  about  a  12%  premium 
over  net  asset  value. 

Other  U.S.  funds  specializing  in 
Korea  include  Korea  Investment 
Fund  (mentioned  above)  and  Korea 
Equity  Fund.  -S.Y.Y.  B 


For  example,  Korean  companies  for- 
merly relied  on  government-directed 
lending  and  needed  permission  to  tap 
overseas  capital  markets.  Most  con- 
trols 'on  foreign  borrowing  were  lifted 
over  the  past  year,  weakening  a  major 
breeder  of  corruption.  On  Apr.  1  the 
Securities  Supervisory  Board  effec- 
tively lifted  a  ban  on  hostile 
takeovers,  a  reform  that  will  speed  the 
reallocation  of  corporate  assets  to 
their  most  productive  uses. 

Freeing  an  economy  inevitably 
causes  pain  to  those  who  prospered 
under  the  old,  tighdy  controlled  and 
thereby  easily  corrupted  system. 
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Hanbo  Steel,  a  $1.2  billion  (sales) 
member  of  Korea's  fourteenth-largest 
chaebol,  went  under  in  January.  Its 
chairman,  Chung  Tae  Soo,  was 
arrested  for  fraud  and  embezzlement, 
as  were  several  top  politicians  and 
bankers  for  accepting  bribes  from 
him.  This  was  a  signal  to  the  business 
community  that  the  government  no 
longer  intends  to  bail  out  large-scale 
employers  and  political  campaign 
contributors.  Korea  First  Bank  and 
heavily  indebted  automakers  like  Kia 
Motors  and  SsangYong  Motor  are 
wondering  if  they  will  be  next. 

Korea's  publicly  listed  companies 
have  earned  just  5.4%  a  year  on  equity 
throughout  the  1990s — well  below 
their  cost  of  capital.  Now  they  are 
starting  to  shift  their  focus  from  sheer 
size  to  profitability.  LG  Group  (uncon- 
solidated sales,  $60  billion)  is  said  to 
have  hired  McKinsey  &  Co.  to  revise 
its  business  practices. 

In  many  cases  the  quest  for  higher 
profitability  will  mean  a  shift  away 
from  mass-production  manufactur- 
ing— the  traditional  base  of  the 
Korean  economy — into  service  indus- 
tries. Miky  Lee,  whose  family  found- 
ed Cheil  Foods  &  Chemicals,  Korea's 
largest  food  producer,  has  invested 
$300  million  in  DreamWorks  skg  and 
is  expanding  into  Korean  multiplex 
theaters  and  film  production.  Kim 
Sung  Joo,  40-year-old  daughter  of 
the  founder  of  Daesung  Group,  a 
leading  energy  conglomerate,  has  set 
up  a  chain  of  designer  boutiques;  this 
spring  she  opened  two  Marks  & 
Spencer  department  stores  in  down- 
town Seoul  (  Forbes,  June  3,  1996). 

South  Korea  is  just  beginning  to 
benefit  from  its  proximity  to  the 
booming  Chinese  economy.  Korean 
exports  to  the  People's  Republic  have 
risen  an  average  47%  annually  since 
the  two  nations  normalized  relations 
in  1993,  to  $11.4  billion  last  year. 
That  was  9%  of  Korea's  total  exports, 
up  from  3.5%  four  years  earlier  and 
clearly  only  a  start. 

Korean  companies  are  beginning 
to  invest  in  Chinese  industry,  mostly 
with  local  partners.  Pohang  Iron 
&  Steel,  Korea's  number  one  steel 
producer,  has  invested  over  $70  mil- 
lion in  Chinese  joint-venture  steel 
plants.  LG  Chemical  is  investing  $93 
million  in  a  rvc  resin  plant,  and 
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INVESTING  IN  ART: 

THE  ART  OF  KNOWING  WHO  KNOWS 


Serious  collectors  already  know  about  us.  If  you  are  beginning  to  collect  or  have  an 
existing  collection  you  should  know  about  us  too. 

For  the  past  twenty  five  years  we  have  advised  collectors  both  corporate  and 
private  as  well  as  Museums  and  Investment  Funds  who  seek  to  buy,  sell  or  trade  works 
of  art.  We  are  not  a  gallery  and  do  not  have  catalogues  illustrating  works  of  art  for  sale. 
Instead,  we  focus  on  building  relationships  with  motivated  clients  who  are  interested 
in  forming  significant  art  collections. 

We  specialize  in  three  areas.  They  are  American  Art  from  1840  to  1940,  19th 
Century  European  Academic  Genre,  Still  life  and  landscape  paintings  and  French 
Impressionists,  Post  Impressionists  and  early  20th  Century  French  Moderns. 

We  are  always  interested  in  buying  important  paintings,  sculptures,  pastels  and 
watercolors  in  the  areas  already  mentioned  both  for  ourselves  and  our  clients.  We  are 
also  interested  in  acquiring  collections. 

We  are  currently  representing  several  major  Japanese  clients  who  are  seeking  to  sell 
highly  important  works  of  art  acquired  during  the  late  80's  and  early  90's.  Included  in 
this  group  are  major  examples  by  Renoir,  Monet,  Sisley,  Pissaro,  Picasso,  Matisse, 
Braque,  Redon,  and  others. 

If  you  would  like  to  be  on  our  mailing  list  please  advise  us  by  fax  or  phone.  It  is 
important  for  us  to  know  what  areas  of  art  are  of  interest  to  you.  We  would  like  to  get 
to  know  you. 

JOAN  MICHELMAN,  Ltd. 

By  Appointment  Only  New  York:  Monday-Friday  Tel:  (212)  535-4524  Fax:  (212)  517-6672 
Chicago:  Tel:  (312)  957-1330  Fax:  (212)  517-6672  •  5  Cross  Road,  Alford,  MA  01230 
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Korea  Kumho  Petrochemical  an- 
nounced last  month  it  will  invest 
$300  million  in  a  joint-venture 
naphtha-cracking  center.  "Korean 
firms  have  been  using  China  for  low- 


cost  labor  on  a  small  scale  for  a  long 
time,  but  they  are  now  beginning  to 
invest  aggressively  in  steel,  petro- 
chemicals and  synthetic  fibers,"  says 
Stephen  Marvin,  head  of  research  at 


SsangYong  Investment  &  Securities 
in  Seoul. 

The  Korean  economy  is  slowing 
down  as  it  readjusts.  Don't  mistake 
this  for  stagnation.  H 


''The  best 
medicine  is 
competition" 

Kang  Kyong  Shik  is  one  of 
South  Korea's  brightest 
technocrats  and  a  longtime 
champion  of  economic  lib- 
eralization. Appointed 
Deputy  Prime  Minister  and 
Minister  of  Finance  & 
Economy  in  March  by  Presi- 
dent Kim  Young  Sam,  Kang, 
61,  is  charged  with  helping 
wrench  the  Korean  econo- 
my into  the  turn  of  the  mil- 
lennium. He  recently  dis- 
cussed his  reform  program. 

Kang:  I  have  three  major 
objectives:  to  secure  finan- 
cial market  stability,  reduce 
the  current  account  deficit 
and,  more  fundamentally, 
enhance  competitiveness. 

Forbes:  A  tall  order. 
Korea's  current  account 
deficit  hit  $24  billion  last 
year  and  grew  another  $8 
billion  in  this  year's  first 
quarter.  What's  going  on? 
Fundamentally  it  [the  cur- 
rent account  deficit]  is  due 
to  our  weakened  competi- 
tiveness. In  a  macro- 
economic  sense  we're 
spending  beyond  our  capac- 
ity. We  must  also  conserve 
energy.  Last  year  energy 
imports  were  about  $24  bil- 
lion [versus  $19  billion  in 
1995].  We're  focusing  on  a 
tightfisted  policy  and  will 
pursue  it  even  if  growth  falls 
to  the  5%  range. 
Businesspeople  complain 
that  to  cut  the  trade 
deficit  the  government  is 
using  tax  audits  to  harass 
importers  and  people  who 
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buy  expensive  imports. 

Our  total  imports  of  so- 
called  luxury  goods  are 
maybe  $1  billion,  but  we 
import  $24  billion  in 
energy.  I'm  much  more 
concerned  about  energy 
than  luxury  goods. 
You've  said  that  Korea's 
current  problems  aren't 
cyclical — that  economic 
recovery  is  not  possible 
without  structural  reform. 
Our  weakened  competi- 
tiveness is  caused  by  a 
high-cost,  low-efficiency 
structure.  The  best  medi- 
cine is  to  enhance  domes- 
tic competition. 

The  high  cost,  particular- 
ly in  terms  of  high  interest 
rates,  land  prices,  wages 
and  logistical  costs,  can  be 
attributed  to  market  rigidi- 
ty. We  need  to  increase  the 
flexibility  and  competition 
in  these  factor  markets. 

The  major  themes  of 
deregulation  are  free  busi- 
ness activity,  fair  competi- 
tion and  transparency. 
Number  two  is  financial 
liberalization.  We  are 
already  working  very  hard 
on  this  issue. 


We  must  also  increase 
the  flexibility  of  the  labor 
markets,  deregulate  land 
and  hand  government 
power  to  local  authorities. 
What  specific  financial 
reforms  do  you  promise? 
We  need  to  change  the  fun- 
damental relationship 
between  the  government 
and  the  financial  sector.  So 
far  there  has  been  a  lot  of 
government  intervention. 
We  are  focusing  on  changing 
the  central  bank's  role  in 
macroeconomic  manage- 
ment and  monetary  policy, 
improving  prudential  regula- 
tion and  promoting  competi- 
tion in  the  financial  industry 
to  increase  its  competitive- 
ness and  enable  it  to  survive 
in  more  open  markets. 
You  talk  about  less  gov- 
ernment intervention  in 
financial  markets,  but 
then  we  see  Korean 
banks,  with  government 
support,  bailing  out  bev- 
erage maker  Jinro. 
The  financial  package  for 
Jinro  is  not  a  bailout.  If  a 
firm  is  in  a  temporary 
squeeze  but  is  promising, 
then  bankruptcy  is  a  loss  to 
the  economy.  We  need  to 
have  some  system  to  sup- 
port such  firms.  Many  insti- 
tutions are  involved  in 
lending  to  Jinro.  If  they 
decide  there  is  no  way  to 
rescue  Jinro,  then  they  can 
let  it  go  bankrupt.  We  will 
know  in  a  few  months. 
Many  Koreans  worry 
that  liberalizing  the  econ- 
omy will  put  the  big 
chaebol  (conglomerates) 
back  in  the  saddle. 
The  history  of  the  chaebol  is 
growth  based  on  govern- 
ment intervention.  Our 


structural  adjustment 
[reforms]  will  eliminate  this 
environment. 

The  government  does 
not  intend  to  regulate  chae- 
bol behavior  but  to  induce 
them  to  change.  Interlock- 
ing relations  were  once 
very  convenient  for  the 
chaebol  to  borrow  huge 
sums  of  money  and  make 
huge  investments,  but  that 
era  has  passed.  The  world- 
wide trend  is  toward  slim 
companies.  That  means 
outsourcing  on  a  global 
basis.  The  business  environ- 
ment is  changing  rapidly, 
with  technology-intensive 
industries,  productivity  and 
human  capital  becoming 
more  important  sources  of 
growth  [as  opposed  to 
mere  financial  muscle]. 
What  role  do  you  see 
for  foreign  companies 
in  Korea? 

The  only  important  thing  is 
how  many  good  companies 
do  business  in  Korea,  pro- 
vide jobs  and  pay  taxes.  We 
want  to  induce  businessmen 
to  invest  in  Korea.  We 
expect  local  [Korean]  gov- 
ernments to  play  a  major 
role  and  are  preparing  a 
policy  package  so  they  can 
compete  to  attract  foreign 
businesses. 

What  other  reforms  are 
coming? 

I'm  thinking  of  giving  half 
of  the  newly  raised  corpo- 
rate tax  to  the  local  govern- 
ments to  encourage  them 
to  lure  new  businesses. 
[Kang's  revenue-sharing 
proposal  was  approved  by 
President  Kim  in  late  June 
and  is  expected  to  take 
effect  sometime  next  year.]  I 

-n.w.  m 
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Claude  Bebear  is  a  Leo.  Hank  Green  berg  is  a  Taurus. 
Which  of  the  two  would  you  put  your  money  on? 

The  lion  and  the  bull 


By  Carolyn  T.  Geer 

It's  kind  of  an  obsession  with 
him.  Interview  Claude  Bebear 
and  it's  not  long  before  the 
name  Hank  comes  up.  "Hank" 
is  Maurice  Greenberg,  chairman 
of  American  International 
Group.  Bebear  is  chairman  of 
France's  insurance  giant  Axa- 
uap.  Greenberg's  U.S. -based 
aig  is  the  world's  most  prof- 
itable insurance  company.  It 
clocks  annual  earnings  growth 
and  return  on  equity  of  15%,  on 
average.  Name  a  promising  part 
of  the  world,  and  you'll  find  that 
AIG  is  there.  Bebear  dreams  of 
capturing  aig's  title. 

Never  heard  of  Axa?  It  owns 
60%  of  the  Equitable  Cos.  of 
New  York — which  in  turn  owns 
a  majority  of  Donaldson,  Lufkin 
&  Jenrette  and  Alliance  Capital. 
Bebear  has  not  only  vowed  to 
make  Axa  a  familiar  name  in 
global  finance,  he  goes  further 
and  aims  at  matching  the  superb 
AIG  in  earnings  growth  and 
return  on  equity  through  the 
turn  of  the  century.  Bebear  is  also 
pushing  hard  into  Asia,  an  AIG 
stronghold  that  produces  more 
than  one-third  of  its  revenues. 

Bebear  has  set  himself  a  tough 
target,  but  don't  sell  him  short. 
A  dapper  61 -year-old,  Bebear  is 
the  quintessential  charming 
Frenchman,  but  with  an  eccen- 
tric streak.  When  he  took  his  top  H 
managers  on  a  retreat  to  China 
three  years  ago,  they  talked  strategy 
during  the  day  and  camped  out  one 
night  at  the  Great  Wall.  When  not 
stalking  insurers,  Bebear  hunts  big 
game,  such  as  mountain  lions  in 
Texas  and  bears  in  Canada;  former 
French  President  Valery  Giscard 
d'Estaing  is  a  shooting  buddy. 

Bebear  created  the  largest  private 
insurance  company  in  France  15 
years  ago  by  merging  his  tiny  insur- 


Claude  Bebear  of  Axa-UAP 


AIG's  Maurice  (Hank)  Greenberg 


ance  company,  Mutuelles  Unies  of 
Normandy,  with  the  much  larger 
Drouot  Group  in  Paris.  From  the 
start  he  had  global  ambitions:  He 
named  the  combination  "Axa" 
because,  like  AIG,  it  began  with  the 
first  letter  of  the  alphabet — and  it  is 
pronounceable  in  many  languages. 

Fifteen  years  later  Axa  controls 
$395  billion  in  assets — way  ahead  of 
aig's  $150  billion— and  $66  billion 


in  revenues,  versus  aig's  $28 
billion.  Axa  is  already  the 
world's  largest  insurer  in  terms 
of  assets,  and  second  only  to 
Japan's  Nippon  Life  in  premi- 
ums, according  to  the  latest  fig- 
ures from  Disclosure.  Though 
you  may  never  have  heard  of  it, 
Axa  does  business  in  50  coun- 
tries, selling  life  and  proper- 
ty/casualty insurance,  as  well  as 
asset  management  and  invest- 
ment banking  services. 

So  what's  Bebear's  problem? 
Profits.  In  1996,  before  its 
merger  with  uap,  Axa  made 
$745  million  on  revenues  of  $30 
billion.  AIG  made  $2.9  billion. 

In  its  drive  for  more  prof- 
itability and  greater  name 
recognition,  Axa  has  chosen  a 
strategy  opposite  that  of  aig's. 
aig  grows  almost  entirely  inter- 
nally, tackling  new  markets  by 
setting  up  shop  with  its  own 
people. 

Bebear,  by  contrast,  plans  to 
acquire  his  way  to  bigger  things. 
His  idea  is  to  buy  lagging  com- 
panies and  turn  them  around. 

Why  is  AIG  so  much  more 
profitable? 

Look  at  the  two  companies' 
combined  ratios — a  key  measure 
of  underwriting  profitability  in 
property/casualty  insurance.  A 
combined  ratio  compares  policy 
losses  and  expenses  to  premi- 
.  urns.  The  lower  the  ratio,  the 
more  profitable  the  business.  AIG's 
combined  ratio  on  its  foreign  busi- 
ness is  90 — meaning  it  is  making  10 
cents  on  every  dollar  in  premiums  it 
takes  in;  Axa's  combined  ratios  range 
from  99  in  France  to  1 1 3  in  Belgium. 
With  every  ratio  over  100,  the  com- 
pany is  losing  money.  In  effect,  Axa 
ends  up  subsidizing  the  underwriting 
losses  with  investment  income. 
No  surprise,  then,  that  Axa's 
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market  cap  is  $19  billion  and  AlG's  is 
$70  billion — the  highest  across  the 
industry. 

That's  now.  Bebear  is  determined 
to  change  these  numbers.  Several  dis- 
tressed insurers  Bebear  has  bought  in 
recent  years  have  punished  the  parent 
company's  profitability.  But  if  the 
past  is  a  guide,  he  has  an  excellent 
record  of  improving  profitability  in 
acquired  companies. 

Take  Equitable,  the  $240  billion 
(assets)  insurer  that  Bebear  brought 
into  the  fold  in  1992.  In  its  first  year 
under  Axa  ownership  Equitable  con- 
tributed nothing  to  the  parent.  Last 
year  it  kicked  in  $300  million.  Since 
the  acquisition  Equitable  has 
increased  its  return  on  equity  to  an 
estimable  12.9%.  A  smaller  acquisi- 
tion, Victoire  Belgium,  netted  $7 
million  in  1994,  the  year  it  was  pur- 
chased, and  $34  million  in  1996. 
Profit  margins  at  the  company  rose 
from  1.4%  to  5.2%  under  Bebear. 

Axa's  early  acquisitions  in  France — 
made  in  the  mid-1980s — show  the 
Bebear  touch.  The  combined  ratio 
for  those  companies  has  fallen  from 
117  in  1990  to  99  in  1996,  3  points 
below  the  industry  average  for 
France. 

Bebear  is  no  apologist  for  French 
bureaucracy.  He  knows  France  suffers 
from  the  welfare  state  disease — what 
he  politely  calls  "social  problems" — 
which  explains  his  drive  to  expand 
abroad.  The  recent  Socialist  victory  in 
France  has  done  nothing  to  dampen 
his  determination  to  put  even  more 
bets  on  foreign  economies. 

In  1995  he  bought  control  of 
National  Mutual,  Australia's  second- 
largest  life  insurer.  This  year  he 
snapped  up  UAP,  France's  recently 
privatized  insurance  behemoth. 

He's  hell-bent  on  stamping  the 
Axa  brand  name  on  all  his  subsidiary 
companies,  including  Equitable. 
"With  the  Internet,"  he  says,  "it's 
very  important  that  people  can  find 
Axa  everywhere,  the  same  name, 
poof." 

Always,  but  always,  there's  the 
shadow  of  Hank  Greenberg.  "Claude 
[Bebear]  has  both  admiration  and  a 
feeling  of  rivalry  for  Hank  Green- 
berg," says  Richard  Jenrette,  a 
founder  of  Donaldson,  Lufkin  &  Jen- 
rette and  former  head  of  Equitable. 
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"He  watches  Greenberg's  moves  very 
closely." 

Both  men  are  self-made — Green- 
berg  grew  up  on  a  New  York  dairy 
farm,  Bebear  in  a  small  town  in  Dor- 
dogne,  where  his  father  was  a  teacher. 

Astrology  buff  Jenrette  points  out 
that  Bebear  is  a  classic  Leo:  ambi- 
tious, opportunistic  and  a  builder  of 
empires.  Is  Bebear  overreaching? 
Some  people  think  so.  Equitable's 
president,  James  Benson,  reportedly 
clashed  with  Bebear  over  the  French- 
man's decision  to  change  the  name 
Equitable  to  Axa.  Benson  recently 
left  to  join  New  England  Life  as 
president.  He  declined  to  comment. 

In  astrological  terms  Greenberg  is 
a  Taurus,  the  bull,  cautious  and  dedi- 
cated to  the  bottom  line.  He  doesn't 
share  Bebear's  determination  to  make 
his  brand  name  universal.  A1G  goes  by 
various  names  throughout  the  world: 
Amplico  in  Poland,  Philamlife  in  the 
Philippines.  Greenberg  prefers 
tennis — a  less  flashy  sport  than  big- 
game  hunting — and  hates  to  part  with 
money.  He  is  famously  stubborn  and 
ruthless. 

The  Taurus  and  the  Leo  clashed 
head-on  in  1991  over  Equitable, 
which,  like  other  large  U.S.  life  insur- 
ance companies,  had  fallen  on  hard 
times  and  was  up  for  grabs.  The  rate 
the  company  had  committed  to  pay 
holders  of  its  guaranteed  investment 
contracts  was  much  higher  than  the 
returns  it  was  generating  on  die  assets 
underlying  the  contracts.  Trying  to 
invest  its  way  out  of  the  problem, 
Equitable  plunged  heavily  into  high- 
yield  bonds  and  risky  real  estate,  find- 
ing itself  in  an  even  deeper  hole  when 


those  markets  collapsed.  Jenrette, 
whose  Donaldson,  Lufkin  &  Jenrette 
had  been  bought  by  Equitable  in 
1985,  was  asked  to  save  the  mutual 
life  insurer.  His  solution:  Convert  it 
into  a  public  company. 

But  Equitable  needed  $1  billion 
pronto— a  bridge  loan  of  sorts. 
Greenberg  offered  $1  billion,  but  he 
wanted  100%  of  the  equity  in 
return — guaranteed.  A  characteristi- 
cally hard  bargain. 

Bebear  is  tackling  AIG  in 
Asia,  long  Greenberg's 
domain.  Axa's  Australian 
company  is  the  number  two 
life  insurer  in  Hong  Kong. 


Then  Jenrette  got  a  visit  from 
Michel  Francois-Poncet,  a  Harvard 
Business  School  classmate  who  was 
president  of  $291  billion  (assets) 
Banque  Paribas,  one  of  Axa's  largest 
shareholders.  Within  a  week  Bebear 
was  on  Jenrette's  doorstep.  Bebear 
put  up  $1  billion  on  July  18,  1991 
and  ultimately  ended  up  with  just 
60%  of  the  equity.  He  slashed  staff  to 
4,200  employees  from  5,900,  and 
reduced  expenses  to  a  projected  10% 
of  revenues  from  21%  five  years  ago. 
Equitable  has  been  back  in  the  black 
since  1993,  and  recently  reported 
record  first-quarter  operating  earn- 
ings of  60  cents  per  share. 

The  bet  paid  off.  The  U.S.  econ- 
omy improved,  the  life  insurance 
crisis  receded,  junk  bonds  recovered 
and  stocks  resumed  their  upward 


tear.  Equitable's  stock  has  surged  to 
$34  from  its  initial  offering  price  of 
$9;  Axa's  $1  billion  investment  in 
Equitable  is  now  worth  almost  $4 
billion. 

But  don't  assume  that  Greenberg 
simply  slunk  away.  AIG  is  slowly  but 
steadily  building  a  U.S.  life  insurance 
business  with  its  own  resources.  The 
company  is  still  known  more  as  a 
commercial  property /casualty  insur- 
er in  this  country:  It  generated  $100 
million  of  pretax  operating  income 
last  year  from  life  insurance  sales, 
versus  Equitable's  $416  million.  But 
AIG  is  slowly  closing  the  big  gap  in 
the  life  business.  It  remains  powerful 
in  the  U.S.  in  property  and  casualty, 
where  Axa  has  no  presence. 

Axa  is  boldly  tackling  AIG  in  Asia, 
long  Greenberg's  domain.  AIG  sells 
$8.4  billion  of  life  insurance  abroad, 
mostly  in  Asia;  it  has  leading 
market  shares  in  Taiwan,  Thailand, 
Singapore,  Hong  Kong,  the  Philip- 
pines and  Malaysia,  according  to 
Thomas  Cholnoky  of  Goldman, 
Sachs.  Founded  in  Shanghai  in 
1919,  AIG  returned  to  China  in 
1992,  when  it  became  the  first  non- 
Chinese  insurer  in  more  than  40 
years  to  be  granted  an  operating 
license  there. 

Bebear  hopes  to  make  Asia/Pacif- 
ic the  third  pillar  in  his  insurance 
empire,  along  with  Europe  and 
North  America.  His  Australian  com- 
pany National  Mutual  is  the  number 
two  life  insurer  in  Hong  Kong.  Two 
years  ago  he  started  doing  business 
in  Japan. 

In  May,  Bebear  traveled  to  China  I 
with  France's  President  Jacques  I 


Will  Axa 

sell  Donaldson, 

Lufldn  &  Jenrette? 


Is  the  BIG  brokerage 
outfit  Donaldson,  Lufldn 
&  Jenrette  on  the  market? 
Axa  boss  Claude  Bebear 
says  that  while  DLJ  doesn't 
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fit  Axa's  core  business,  it  is 
not  for  sale.  "We  have  a 
saying  in  French  that 
when  you  have  a  rule,  you 
always  have  to  have  at 
least  one  exception,"  he 
says,  "dlj  is  a  very  good 
exception." 

Even  so,  the  market  for 
investment  banks  is  white- 
hot.  BankAmerica  Corp. 
just  paid  five  times  book 
value  for  Robertson, 
Stephens  &  Co.  Suitors 


have  come  calling  for  dli. 

On  the  other  hand,  Axa 
has  lots  of  reasons  for  not 
wanting  to  sell  dlj.  The 
firm  accounted  for  44%  of 
aftertax  operating  earnings 
in  1997's  first  quarter  for 
Axa's  U.S.  unit,  Equitable. 
There  are  potential  part- 
nerships between  the  two 
operations:  DLJ  Direct, 
one  of  the  largest  on-line 
discount  brokers  in  the 
U.S.,  could  be  used  to  sell 


Axa  insurance  products. 

Still,  a  potential  cash 
crunch  looms  for  Axa.  In 
acquiring  UAP,  the  French 
insurance  company,  Axa 
promised  shareholders 
that  if  its  share  price,  then 
$63,  didn't  hit  $70  by 
June  1999,  Axa  would 
owe  shareholders  the  dif- 
ference, up  to  a  maximum 
of  $2  billion.  Then  dlj 
could  end  up  on  the 
block.  -C.T.G. 
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Chirac,  returning  home  with  Chinese 
government  approval  for  Axa  to  enter 
the  market  there.  Elsewhere  in  Asia, 
Axa  has  joint  ventures  with  local 
companies  in  Malaysia,  Indonesia  and 
South  Korea. 

Still,  Bebear  is  a  long  way  from 
posing  any  real  threat  to  AIG  in  Asia. 
Axa  still  gets  only  6%  of  its  revenues 
from  the  Asia/Pacific  region  versus 
37%  for  aig. 

Has  Bebear  given  up  on  Europe? 
No  way.  Greenberg  had  been  search- 
ing for  years  for  a  way  to  increase  his 
presence  there.  He  looked  over  uap, 
the  French  state-created  insurer  pri- 
vatized in  1994.  What  did  he  see? 
The  biggest  insurer  in  France,  with 
more  than  $10  billion  in  revenues 
and  vast  insurance  holdings  through- 
out the  rest  of  the  world,  generating 
revenues  of  more  than  $15  billion  a 
year.  But  UAP  was  bleeding  money:  It 
lost  more  than  $  1  billion  last  year. 

While  Greenberg  was  still  kicking 
the  tires,  Bebear  acquired  uap  in  May 


in  a  $8  billion  stock  swap.  In  this  deal 
Bebear  played  a  nationalistic  card:  He 
knew  full  well  that  the  chauvinistic 
French  government  preferred  to  keep 
UAP  in  French  hands.  Smiles  Bebear: 
"If  Hank  had  bought  uap,  the  Social- 
ists would  have  said,  'Look,  they  have 
sold  the  crown  jewels,'  and  all  that 
sort  of  stuff." 

In  a  way,  though,  the  UAP  merger 
undid  much  of  Bebear's  previous 
diversification,  making  Axa  once 
more  a  predominately  French  com- 
pany. "Globally  Axa-UAP  is  still  quite 
strong,  but  the  French  position  is  far 
from  clear,"  says  Standard  &  Poor's 
insurance  analyst  David  Anthony. 
"They  still  have  some  of  the  old 
problems  which  obliged  Axa  to  go 
international  in  the  first  place." 

Among  these  problems  are  high 
agent  commissions,  mandated  by 
French  law:  18%  on  auto  insurance 
versus  8%  in  the  U.S.  Bebear  has  suc- 
cessfully renegotiated  agent  contracts 
in  the  past — Axa  and  UAP  were  the 


first  two  French  insurance  companies 
to  do  so — but  that's  no  guarantee  he 
can  do  it  again. 

Axa  now  has  more  than  30,000 
employees  in  France,  including  4,500 
commissioned  agents.  Analysts  say 
that  at  least  15%  of  these  people  are 
unnecessary,  but  getting  rid  of  them 
won't  be  easy.  France's  new  prime 
minister,  Socialist  Lionel  Jospin,  has 
vowed  to  create  jobs,  hamper  layoffs 
and  shorten  work  hours  with  no  loss 
in  pay.  It  won't  be  easy  for  Bebear  to 
make  UAP  work. 

As  a  result  of  the  UAP  deal,  s&P 
recently  lowered  Axa's  financial 
strength  rating  to  AA-,  from  AA. 

With  its  relatively  low  profitability 
and  renewed  concentration  in  West- 
ern Europe,  investors  remain  skepti- 
cal about  Axa.  At  $63  a  share  on  the 
French  exchange,  Axa's  stock  is  trad- 
ing at  book  value,  whereas  AiG's  sells 
at  three  times  book  value.  In  short, 
the  market  is  betting  on  the  Taurus. 
But  don't  count  the  Leo  out. 
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Most  entrepreneurs  dilute  themselves  down 

to  minority  ownership  as  they  raise  capital  to  expand. 

Not  John  Chuang  of  MacTemps. 

Frugal  mogul 


By  Carrie  Shook 

To  MAKE  SOME  extra  dough,  Harvard 
juniors  John  Chuang,  Steven  Kapner 
and  Mia  Wenjen  started  a  desktop 
publishing  business  in  1986,  using 
their  school's  Macintosh  computers 
and  laser  printers  to  turn  out  resumes 
for  classmates. 

The  little  business  quickly  outgrew 
Chuang's  dorm  room,  so  the  part- 
ners convinced  their  parents  to  cosign 
a  $5,000  loan  from  a  community 
bank  in  Cambridge.  They  leased  a 
small  office  near  campus  and  bought 
a  laser  printer. 

The  trio  ran  the  business  six  days  a 
week,  running  back  and  forth 
between  the  office  and  classes.  They 
managed  to  gross  $147,000  the  first 
full  year.  It  was  too  good  to  abandon 
on  graduation  but  not  big  enough  to 
support  all  three.  In  June  1987 
Chuang,  a  lanky  economics  major 
and  the  only  child  of  Taiwanese 
immigrant  parents,  volunteered  to 
run  the  company  in  return  for  an 
82%  stake;  his  ex-partners  would  get 
9%  each  and  go  their  own  ways — 
Kapner  to  work  for  Harvard  Man- 
agement Co.,  Wenjen  to  Los  Angeles 
to  work  in  high  tech. 

With  the  resume  business  as  a  base, 
Chuang  started  a  temp  agency  pro- 
viding Macintosh-literate  students 
from  nearby  MIT,  Harvard  and  Tufts. 
He  renamed  the  firm  MacTemps, 
Inc.,  and  placed  a  small  ad  in  a  trade 
publication.  "You  didn't  buy  just  any 
computer,  don't  hire  just  any  temp  to 
use  it,"  the  ad  read. 

Few  temp  firms  had  Mac  specialists 
back  then.  "Other  agency  temps 
didn't  even  know  what  a  mouse 
was!"  exclaims  the  amiable  Chuang 
(pronounced  chwong),  now  32.  So 
Chuang  was  able  to  charge  a  premi- 
um for  his  temps,  $18  an  hour, 
versus  the  $15  others  charged.  The 
phone  rang  off  the  hook  anyway. 
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John  Chuang,  chief  executive  of  MacTemps 
Reinvesting  in  his  company,  not  his  car. 


When  you  start  a  business  without 
much  capital,  you  have  to  count  on 
reinvested  profits.  Chuang  knew 
every  penny  he  held  on  to  was  that 
much  more  money  to  reinvest.  No 
frills?  What  about  asking  workers  to 
bring  their  own  pens  to  work.  No 
private  offices,  no  art  on  the  walls. 
No  company  cars,  only  secondhand 
office  furniture.  Chuang  stays  at  $40- 
a- night  Motel  6s  when  on  the  road — 
and  encourages  his  employees  to  as 
well.  His  starting  salary:  $300  a  week. 

By  the  end  of  1988  MacTemps 
had  $1  million  in  sales  and  a  pool  of 
more  than  300  temps.  If  the  concept 
worked  in  Boston,  why  not  else- 
where? Chuang  took  out  more  bank 
loans,  totaling  $320,000,  and  opened 
four  more  offices — in  New  York,  San 
Francisco,  Chicago  and  Los  Angeles. 

By  1990  MacTemps  had  sales  of 


$9  million  and  about  2,200  temps, 
and  Chuang  realized  that  there  were 
a  lot  of  things  about  running  a  busi- 
ness he  didn't  know.  "I  didn't  want 
to  hire  someone  else  to  run  the  com- 
pany," he  says.  "I  wanted  to  do  it 
myself."  So  he  returned  to  Harvard 
as  a  full-time  M.B.A.  student  while 
somehow  continuing  to  run  the  busi- 
ness. By  the  time  he  graduated  (with 
honors)  in  1992,  MacTemp  revenues 
were  $21  million 
and  net  operating 
profits  were  1 1% 
of  revenues.  One 
of  the  original 
partners,  Steven 
Kapner,  who  also 
graduated  from 
Harvard  Business 
School  in  1992, 
returned  to  Mac- 
Temps four  years 
later  as  chief 
financial  officer. 

As  Windows 
stole  market 
share  from  Mac- 
intosh, Chuang 
cross-trained  his 
temps  on  Win- 
dows-based pro- 
grams and  added 
two    new  divi- 
sions: 1-800- 
NETWORK,  which  provides  computer 
networking  experts,  and  Portfolio,  a 
pool  of  freelance  graphic  artists. 

Last  year  MacTemps  earned  $6 
million  on  revenues  of  $77  million.  It 
has  220  employees,  7,000  temps  and 
offices  in  30  cities  in  7  countries.  Still 
financing  expansion  chiefly  out  of 
cash  flow,  Chuang  has  managed  to 
hold  on  to  82%  of  the  equity.  He 
plans  to  open  20  more  offices  this 
year,  when  revenues  should  exceed 
$100  million.  Bank  loans  have  been 
paid  off:  MacTemps  is  debt  free. 

Chuang  still  pours  back  into  the 
business  every  penny  he  can.  Contin- 
uing to  live  in  a  working-class 
neighborhood  of  Boston,  he  drives 
the  same  Toyota  Corolla  he  had 
while  an  undergraduate.  Corporate 
headquarters — with  a  staff  of  only 
20 — is  in  a  second-floor  loft  just  off 
the  Harvard  campus. 

Employees  are  still  asked  to  bring 
their  own  pens  to  work.  ■ 
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TRUST.  THE  UNIVERSAL  LANGUAGE 
FOR  SUCCESSFUL  PARTNERSHIPS. 


The  partnerships  you  formed  in  childhood 
lave  contributed  to  your  success  today.  When  you're 
!xploring  real  estate  opportunities  12  time  zones  away 
ilobal  partnerships  based  on  trust  are  crucial. 

At  Cushman  &  Wakefield,  we're  relationship- 
jriented,  not  just  transaction-driven.  That's  why  we've 
Istablished  a  worldwide  real  estate  services  organiza- 
on  that  offers  the  same  standard  of  excellence  on  a 
Jobal  basis  that  distinguishes  us  in  the  U.S. 


Today  we  provide  real  estate  solutions  tailored  to 
our  clients'  specific  needs  in  more  than  30  countries, 
in  the  major  business  centers  of  the  world. 

Now  that  you're  bigger,  the  world  is  even  smaller. 
To  put  us  to  work  for  you  call  1-800-346-6789. 


CUSHMAN& 
WAKEFIELD 


Improving  your  place 
in  the  world!" 


ww.cushwake.com 


Ijllll  Cushman  &  Wakefield  Worldwide" 


Al  Lapin  presided  over  a  monumental 
business  bust-up.  His  brother  Jerry 
learned  a  lot  from  his  bad  example. 

Brotherly  love 


By  William  P.  Barrett 


Al  Lapin  Jr.  (left)  in 
1973  and,  recently, 
his  younger  brother, 
Jerome,  who  heads 
American  Coin 
Merchandising 
"I  get  to  play  with 
toys  for  a  living." 


For  quirky  companies  it's 
tough  to  top  Boulder, 
Colo.'s  American  Coin 
Merchandising,  Inc.  (esti- 
mated 1997  revenues  $50 
million).  It  installs  and 
runs  those  skill-crane 
amusement  machines  you 
see  in  the  lobbies  of  big 
stores,  supermarkets  and 
restaurants.  Customers  pay 
50  cents  to  wield  a  joystick 
controlling  a  metal  claw  in 
a  display  case  and  try  to 
fetch  a  stuffed  animal. 

Don't  sneer.  American 
Coin  sports  fast  growth 
and  a  return  on  equity  now 
approaching  30%.  Since  its  9,000 
machines,  under  the  Sugarloaf  label, 
make  up  less  than  20%  of  the  nation's 
total,  there's  room  for  expansion  in 
this  business,  which  is  still  mostiy  in 
the  hands  of  small  players  whose 
machines,  maintenance  and  merchan- 
dise are  not  always  up  to  snuff. 

Generally,  the  economics  go  like 
this:  The  average  player — usually  a 
repeating  adult — spends  $7  to  win  a 
prize  that  retails  for  $10  but  costs  the 
company  only  $2.50  because  of  huge 
bulk  orders  and  made-to-order  items. 


The  store  owner  gets  25%  off  the 
top,  $1.75.  That  leaves  American 
Coin  $2.75  for  its  other  operating 
costs  and  profits. 

The  skill-crane  machines  cost 
$3,500  each,  but  last  forever  and 
gross  about  $13,000  a  year.  Based  on 
the  numbers  above,  each  one  yields 
revenues  of  about  $3,250  for  the 
store  and  operating  profits  of  about 
$3,770  for  American  Coin.  Now 
those  are  nice,  clean  numbers. 

It  helps  that  the  boss  had  a  chance 
to  learn  from  his  older  brother's  mis- 


takes. American  Coin's  chief  executive 
is  Jerome  (Jerry)  Lapin,  67,  a  dead 
ringer  for  singer  Kenny  Rogers. 
Jerry's  older  (by  two  years)  brother, 
Alvin  Lapin  Jr.,  was  the  flashy  founder 
of  the  International  House  of  Pan- 
cakes restaurant  chain,  a  hot  stock  of 
the  1960s  that  expanded  quickly  to 
more  than  1,100  restaurants  and 
branched  out  into  all  kinds  of  unre- 
lated businesses:  mutual  funds,  credit 
bureaus,  secretarial  schools,  even 
women's  clothing  stores.  In  the  end 
the  parent  company,  International 
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Industries,  imploded  and  sharehold- 
ers were  largely  wiped  out. 

Jerry,  also  a  founder,  had  been  his 
brother's  executive  vice  president, 
but  left  before  the  ship  sank,  dis- 
mayed by  his  brother's  slapdash 
acquisitions.  "He  was  buying  every- 
thing that  wasn't  nailed  down,  build- 
ing a  pyramid  with  the  point  down.  I 
couldn't  sleep  at  night,"  says  Jerry. 

Jerry  spent  12  years  in  Australia 
running  small  businesses,  then,  in 
1979,  returned  home,  where  he  ran  a 
couple  more.  A  newspaper  ad  in 
1993  brought  him  into  contact  with 
two  Boulder  businessmen,  Richard 
Jones  and  J.  Gregory  Theisen. 

The  pair  had  discovered  that  skill- 
cranes  could  be  very  profitable,  espe- 
cially if  the  prizes  were  decent  brand- 
name  merchandise  and  the  machines 
were  well  maintained.  In  1988  they 
founded  the  predecessor  of  American 
Coin.  They  hired  Lapin  to  make  the 
company  grow. 

And  that's  where  his  brother's 
experience  proved  instructive.  It  con- 
vinced Jerry  that  franchising  was  a 
lousy  idea.  The  company  started 
buying  back  franchises  and  running 
the  machines  itself.  "We  can  make  ten 
times  more  that  way,"  he  says.  Rather 
than  seek  thousands  of  small  cus- 
tomers, costly  to  sell  and  maintain, 
Lapin  went  after  big  accounts.  He 
landed  a  whale  last  year  when  Wal- 
Mart  agreed  to  allow  machines  in 
most  of  its  stores. 

Lesson  number  two:  Be  careful 
how  you  diversify.  In  some  respects 
American  Coin  is  already  a  delivery- 
and-service  outfit,  so  Lapin  is  think- 
ing about  handling  the  placement 
and  servicing  of  other  companies' 
amusement  machines. 

Jerry  savors  his  good  fortune.  "I 
get  to  play  with  toys  for  a  living,"  he 
laughs.  And  a  nice  living  it  is:  The 
company  went  public  at  $7  in  1995. 
Its  5.4  million  shares  currently  sell  at 
11/*!,  16  times  a  1997  consensus  earn- 
ings estimate  of  70  cents.  Jerry  Lapin 
received  options  on  523,000  shares 
for  next  to  nothing.  They're  now 
worth  about  $6  million. 

Al  Lapin?  Jerry  sees  a  lot  of  Al, 
who  still  does  small-scale  deals  from 
Los  Angeles.  "I  love  my  brother," 
Jerry  says.  But  not  enough  to  follow 
him  blindly.  VU 

Forbes  ■  July  28,  1997 


This  is  why  you  work  so  hard.  To  be  where  the  gears  of  commerce  are  drowned  out  by 
the  roar  of  the  surf.  Shutters.  The  only  luxury  hotel  in  LA.  where  you  can  kick  off 
j  °"*nitF]padhigHotelsofth<fWorld'  J  your  shoes  and  bury  your  toes  in  the  sand  without  even 
crossing  the  street.  Call  your  travel  agent  or  1 . 800.334. 9000. 

Sliutters 


MORE    EXCITING    THAN  A 


S .     SAV I NGS  BOND 


<    1  I 

■  ■  if* 


ALL  RIGHT  ALREADY,  so  a  U.S.  Savings  Bond  isn't  the  most  exciting  thing  in  the 
world.  GOOD  FOR  YOU!  After  all,  do  you  really  want  your 
investments  to  be  thrilling?  Breathtaking?  NO  WAY  Wouldn't  you 
rather  have  an  investment  that's  guaranteed  to  grow?  Sure  you  would. 

U.S.  Savings  Bonds.  Yawn  all  the  way  to  the  bank! 


V  SAVINGS /m 


Stock 
in  America 

A  public  service  of  this  magazine 


COMPUTERS /COMMUNICATIONS 


Hewlett-Packard's  scientists  are  less  concerned  with  Nobel  Prizes 
than  with  creating  new  products  for  the  marketing  folk  to  sell. 

What  have  you 
invented  for 
me  lately? 


HP's  light-emitting 
diodes 

LEDs  now  come 
in  blue  and  green, 
as  well  as  red, 
thus  beginning 
to  replace  shorter 
lived  and  less 
efficient  incandes- 
cent bulbs. 


By  Eric  Nee 


HP  Labs'  Joel 
Birnbaum  (7eft)and 
Chief  Executive 
Lewis  Piatt  (above) 
Birnbaum  heads 
both  the  Labs  and 
product  develop- 
ment—jobs that 
other  firms  usual- 
ly split  between 
two  people. 
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Lucent  technologies'  Bell  Labs,  ibm's  T.J.  Watson 
Research  Center  and  the  Xerox  Palo  Alto  Research  Center 
(PARC)  are  all  justly  famous,  with  eight  Nobel  Prizes 
among  them.  The  820  researchers  at  Hewlett-Packard 
Laboratories  haven't  won  a  Nobel  yet,  but  they  bask  in  a 
different  kind  of  glory:  revenue  gains  for  their  employer. 

I  Look  at  the  numbers.  In  the  past  decade  Lucent,  IBM  and 

1  Xerox  have  at  best  doubled  their  revenues,  hp's  revenues 

I  have  quintupled. 

"If  you  look  at  the  big  businesses  HP  has  gotten  into, 
the  genesis  of  many,  if  not  most,  is  work  that  was  started 
in  hp  Laboratories,"  says  Hewlett-Packard  Chief  Execu- 

;  tive  Lewis  Piatt.  Prominent  among  these  are  hp's  ink-jet 

i  printers  and  reduced  instruction  set  computers  (RISC),  two 
of  their  largest — and  most  profitable — businesses. 
As  a  result,  in  an  era  when  a  great  deal  of  corporate 

:  growth  is  through  megamergers,  the  bulk  of  hp's  impres- 
sive sales  gains  have  come  from  internal  growth,  which  is 

;  the  best  kind. 

It's  not  that  other  technology  firms  don't  have  creative, 

!  product-minded  scientists  working  for  them.  But  bring- 
ing inventions  to  market  requires  another  kind  of  skill. 


IBM  invented  the  relational  database  and  Rise  computing 
but  is  not  the  market  leader  in  either  today.  Xerox  PARC 
invented  Ethernet  and  the  graphical  user  interface  but 
failed  to  capitalize  on  these  innovations.  Bell  Labs  invent- 
ed Unix,  the  C  language  and  packet-switching  data  net- 
works for  telecom,  but  today  it  isn't  a  player  in  any  of 
these  markets. 

If  there  is  a  single  explanation  for  hp's  success,  it  is  this: 
Although  hp  hasn't  invented  nearly  as  many  breakthrough 
products  as  Lucent,  IBM  or  Xerox,  what  hp  has  invented 
it  has  fully  exploited.  HP,  in  short,  gets  a  lot  of  mileage 
out  of  the  money  its  spends  on  its  laboratories-$239  mil- 
lion last  year  (plus  another  $2.5  billion  on  product 
research  and  development). 

In  some  cases  hp's  products  were  the  first  of  their  kind, 
such  as  the  handheld  HP35  calculator  of  1972.  More 
often  they  were  improvements  in  technologies  that  others 
had  invented,  such  as  laser  printing  and  Rise  computers. 
"Those  things  don't  grab  the  big  headlines,  but  they  keep 
big  companies  growing  in  double-digit  rates,"  says  Joel 
Birnbaum,  director  of  HP  Labs. 

In  those  labs  today  are  several  technologies  that  could 
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Incite  rubbernecking. 


Run  your  own  in-flight  movie. 


We  didn't  build  the  world's  fastest  laptop  just  to  show  off. 
But  that's  not  to  say  you  can't.  Among  its  numerous  talents, 
the  PowerBook"  3400  is  the  ideal  laptop  for  presentations. 
Its  awesome  speed  means  faster,  more  beautiful  graphics, 
and  its  12.1-inch  diagonal  screen  is  the  perfect  canvas  to 
display  your  genius  for  persuasion. 

But  don't  let  the  3400's  blinding  speed  blind  you  to  its  other 
features.  Like  its  hot-swappable  expansion  bay.  It  lets  you 
add  all  manner  of  drives,  whether  floppy,  magneto-optical, 
CD-ROM  or  a  second  hard  drive.  All  without  putting  your 
computer  to  sleep.  To  keep  you  connected,  there's  also  a 
built-in  Ethernet/33.6  Kbps  modem. 

At  the  risk  of  sounding  immodest,  there's  no  end  to  what 
you  can  do  with  the  new  PowerBook  3400.  To  learn  more, 
visitwww.powerbook.apple.com.  Or  call  800-538-9696  for 
the  name  of  the  Apple  reseller  nearest  you. 
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Brilliant,  but  also  profitable 


Ultrasound  heart 
scanner 

Others  invented  this 
nifty  medical  device, 
but  HP  sure  knows 
how  to  make  money 
off  it. 


Light-emitting 
diodes 

HP  is  the  leading 
supplier  of  LEDs  for 
instrument  displays; 
now  it  plans  to  crack 
the  market  for  lamps 
and  light  bulbs. 


GX  calculator 

When  HP  invented  the 
handheld  calculator,  it 
turned  slide  rules  into 
buggy  whips.  That's 
HP's  business: 
Obsoleting  existing 
products. 


K-class  server 

HP  made  its  mark  in  microchip 
design,  and  it  keeps  its  hand  in  with 
these  chip-laden  networking  tools. 


Mixed-signal 
oscilloscope 

This  instrument  lets  engi- 
neers work  with  both  digi- 
tal and  analog  signals. 


Atomic  clock 

Its  pendulum,  an  oscillating 
cesium  atom,  loses  one 
second  every  million 
years  or  so. 


Deskjet  400  printer 

HP  gets  $15  billion  in  annual 
revenue  from  laser  and  ink-jet 
printers. 
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be  hp's  next  blockbuster  products.  None  of  these  was 
invented  by.  Hr,  but  each  was  substantially  improved  by 
HP  researchers. 

One  of  these  new  technologies  is  a  semiconductor  laser 
that  could  revolutionize  optical  storage,  laser  printing  and 
fiber-optic  communications. 

This  laser-on-a-chip  projects  a  light  beam  perpendicu- 
lar to  the  chip's  surface.  This  is  a  big  deal.  Existing  semi- 
conductor lasers,  the  land  used  in  CD  players  and  desktop 
laser  printers,  emit  a  beam  parallel  to  the  chip's  surface.  A 
vertical  beam  has  many  advantages  over  a  parallel  beam. 
Chief  among  them  is  that  you  could  fabricate  a  whole  row 
or  array  of  the  lasers  together.  If  you  need  a  row  of  lasers 
in  an  end  product,  carving  them  out  of  one  hunk  of  gal- 
lium arsenide  would  be  20  to  100  times  cheaper  than 
making  them  one  at  a  time  and  wiring  them  together. 

So  what  kind  of  end  product  needs  an  array  of  laser 
beams?  A  printer,  for  one.  Today's  desktop  laser  printers 
use  a  single  laser  to  electrophotographically  engrave  a 
whole  page,  one  pixel  at  a  time,  to  the  tune  of  33.4  mil- 
lion pixels  on  a  standard  piece  of  paper.  The  process  works 
like  this.  A  digital  representation  of  the  page  to  be  print- 
ed is  sent  to  the  laser,  which  turns  on  or  off  for  each  pixel. 
The  laser  beam  reflects  off  a  rotating  set  of  mirrors  onto 
a  drum,  creating  row  after  row  of  pixels  having  a  negative 
or  positive  charge.  Toner,  which  is  also  charged,  adheres 
to  certain  pixels  and  not  to  others,  creating  the  image. 
The  finished  page  is  created  when  the  paper  moves  over 
the  drum. 

Now  picture  an  array  of  20  vertical-beam 
lasers  crowded  onto  a  little  wafer  of  gallium 
arsenide,  200  microns  across.  It  could  re- 
create the  page  20  times  as  quickly  as  a 
conventional  laser.  This  capability  would  be 
particularly  appreciated  in  color  printers, 
which  now  take  forever  to  print. 
Would  a  row  of  lasers  soak  up  too  much  electricity?  Not 
these  new  ones,  which  draw  20  to  50  times  less  current 
than  edge-emitting  lasers  do.  This  saving  alone  would  j 
probably  justify  a  shift  from  edge  to  vertical  laser  chips  in 
portable  devices  like  CD  players  or  a  portable  computer 
with  an  infrared  port.  When  a  laser  has  a  lower  current 
threshold,  your  battery  lasts  longer. 

A  multilaser  desktop  black-and-white  printer  is  only  a 
couple  of  years  away,  but  HP,  eminently  practical  as  always,  I 
is  not  going  to  wait  that  long  to  get  revenues.  It  has  j 
already  introduced  one  product  that  uses  the  vertical-beam  j 
laser,  an  adapter  that  connects  a  computer  to  a  fiber-optic 
network.  With  a  single  laser  it  transmits  1.5  gigabits  per 
second,  50,000  times  as  many  as  a  garden-variety  PC  I 
modem.  HP  plans  to  introduce  a  new  adapter  soon  that  [ 
will  use  an  array  of  these  lasers  to  deliver  20  gigabits  per  J 
second  from  one  computer  part  to  another. 

Another  device  lighting  up  HP  Labs  is  the  colored 
diode.  Red  light-emitting  diodes  (leds)  have  been  around 
for  years.  Highly  efficient  converters  of  electricity  to  visi- 
ble light  (30%  or  more),  they  are  ubiquitous  indicator 
lights  on  display  panels,  appliances  and  the  like. 

Blue  and  blue-green  leds  are  also  available,  but 
they  are  very  inefficient  users  of  power. 
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If  consultants   had   to   execute  everything 
[hey  wrote,   perhaps  they'd  write   a   little  less 


Unfortunately,  that's  just  the  way  most  consultants  work.  They  put  everything  on 
paper,  but  hardly  anything  into  practice.  But  at  Price  Waterhouse,  we  won't  propose 
an  idea  unless  we  can  implement  it.  Whether  we're  helping  a  company  build  a  global 
supply  chain  or  integrating  its  global  operations,  Price  Waterhouse  is  committed  to 
taking  ideas  from  conception  to  completion.  To  find  out  more  about  how  we 
work,  call  Price  Waterhouse  or  visit  our  web  site  at  http://www.pw.com 


Price  Waterhouse 
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VCSEL  Laser 

Unlike  other  semiconductor  lasers,  Hewlett-Packard's  VCSEL 
shoots  its  beam  from  the  face  of  the  chip  instead  of  its  edge, 
allowing  designers  to  create  arrays  of  beams  rather  than  a  sin- 
gle one.  A  voltage  applied  to  contacts  at  the  top  and  bottom 
creates  electrons  and  holes.  These  become  trapped  in  the 
active  region,  where  they  combine  to  form  photons.  The  pho- 
tons bounce  back  and  forth  between  the  mirrors  (arrows), 
recruiting  new  photons,  eventually  escaping  through  the  aper- 
ture as  laser  light.  Another  triumph  of  Hewlett-Packard's  prac- 
tical-minded labs.  Manufacturing  a  VCSEL  laser  chip  is  a  com- 
plex process.  You  must  separately  lay  down  each  of  the  chip's 
1,000  to  2,000  layers.  Some  of  them  are  only  5  atoms  thick. 
The  wavelength  of  the  laser  is  determined  by  the  materials 
used,  including  such  exotic  compounds  as  indium  gallium 
arsenide  (InGaAs). 

hp's  big  breakthrough:  a  gallium-nitride  LED  that  can 
make  blue  light  with  an  efficiency  of  11%.  hp's  green  LED, 
which  uses  gallium  phosphide,  is  only  5%  efficient,  but  HP 
hopes  to  boost  its  efficiency  by  moving  to  gallium  nitride. 

What  would  the  world  do  with  a  green  led?  Put  it  in 
traffic  lights,  for  one  thing,  where  it  would  consume  only 
10  watts  of  electric  power,  compared  with  75  watts  for 
the  usual  incandescent  bulb.  The  diode  lamp  would  last 
much  longer,  maybe  ten  years.  More  significantly,  a  green 
LED  would  allow  engineers  to  combine  red,  blue  and 
green  into  a  single  lamp,  where  they  could  be  pro- 
grammed to  create  any  other  color.  Arrays  of  these  devices 
could  be  built  and  computer-controlled  to  create  imagi- 


native store  signs,  mood  lighting  in  restaurants  or  sports 
stadium  scoreboards. 

Don't  worry  about  whether  HP  can  figure  out  how  to 
commercialize  this  thing.  It  is  already  the  world's  largest 
supplier  of  led  lamps  and  displays,  and  it  is  partnering 
with  light  bulb  giant  Philips  Electronics  to  work  on  this. 

When  Hewlett-Packard  started  selling  printers  in  1984, 
it  was  daring  to  veer  off  its  established  businesses  into  a 
new  line  of  work.  The  gamble  paid  off  immensely:  HP  gets 
$15  billion  in  revenue  a  year  from  laser  and  ink-jet  print- 
ers. That's  a  hard  act  to  follow.  Here's  a  candidate:  digi- 
tal photography. 

HP's  first  products  in  this  field  include  a  digital  camera, 
a  digital  scanner,  a  printer  and  software,  everything  that 
consumers  need  to  produce  their  own  snapshots.  Piatt  is 
very  aware  of  the  competition  staring  him  in  the  face: 
Kodak,  Canon,  Fuji  and  Epson.  But  he  confidently  pre- 
dicts that  digital  photography  could  become  a  blockbuster 
product  line  to  rival  hp's  ink-jet  printers. 

Digital  photography  traces  its  roots  within  hp  to  1986, 
when  a  group  in  HP  Labs  set  as  its  goal  the  development 
of  a  personal  printer  that  could  print  an  image  as  crisp  as 
a  page  out  of  National  Geographic.  Back  then,  that  was 
dreaming.  The  goal  is  within  sight  now.  A  $3,999  color 
laser  printer  from  Hewlett-Packard  can  print  the  equiva- 
lent of  1,200  pixels  to  the  inch,  or  134.6  million  pixels  on 
a  standard  page,  hp's  new  $499  color  ink-jet  printer  can 
produce  a  glossy  photograph  that  is  hard  to  distinguish 
from  a  print  made  using  conventional  photographic  film. 

This  success  took  more  than  inventors.  It  also  took  a 
salesman — one  Richard  Corben,  manager  of  HP  Labs'  new 
business  development  department.  His  team  had  to  con- 
vince hp's  printer  division  to  try  to  compete  with  Kodak. 
It  was  not,  at  first,  an  easy  sell,  but  Corben  persisted,  and 
the  product  people  listened.  Close  ties  between  the  labs 
and  the  product  groups  is  where  HP  stands  out  from  its 
competitors.  When  scientists  at  Xerox  PARC  invented  the 
Alto  workstation  in  1973,  they  didn't  have  an  evangelist 
like  Corben.  So  other  firms  commercialized  it. 

It  helps  that  the  labs  do  not  operate  in  splendid  isola- 
tion. The  largest  of  the  four  laboratories  under  Joel  Birn- 
baum's  command  is  within  shouting  distance  of  corpo- 
rate headquarters,  and  the  second-largest  lab  is  two  miles 
away.  Contrast  Xerox,  whose  lab  is  nearly  3,000  miles 
away  from  corporate  headquarters,  on  the  theory  that 
they  should  be  removed  from  business  concerns. 

Once  a  month  Birnbaum  and  Piatt  meet,  often  in  one 
of  the  research  labs  themselves,  to  discuss  what  the  scien- 
tists are  up  to.  Significantly,  Birnbaum  is  head  of  both  the 
labs  and  all  product  development,  positions  that  are  typ- 
ically split  between  two  people  at  other  high-tech  firms. 

Twenty  years  ago  HP  was  in  the  business  of  making  sci- 
entific instruments  like  spectrometers.  Now  it's  more  of 
a  computer  company.  It  could  wind  up  someday  as  a  pho- 
tography company.  These  are  people  who  know  how  to 
go  with  the  flow  and  for  whom  change  is  not  a  problem 
but  a  constant  series  of  opportunities. 

The  challenge  for  Lew  Piatt  and  his  team  is  to  keep  this 
spirit  alive.  It  is  worth  more  than  all  the  assets  listed  on 
the  corporate  balance  sheet.  M 
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Because  we  understand  communications 
as  well  as  we  understand  computing, 
we  can  switch  your  mission-critical 
telephone  and  data  processing  services 
from  one  site  to  another  the  moment 
disaster  strikes. 
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Mr.  Spreadsheet 
makes  a  comeback 


BY  JOSEPH  R.  GARBER 


Joseph  R.  Garber  is  a 
strategist  with 
Americom  Corp.  in  San 
Francisco. 
garber@well.com 


For  my  money  two  guys  named  Dan  Bricklin 
and  Bob  Frankston  were  the  real  fathers  of  the 
personal  computer  revolution.  Neither  made 
big  bucks.  Both  have  been  largely  forgotten. 
One  is  trying  for  an  encore. 

In  the  late  1970s  those  of  us  who  forked 
over  the  price  of  a  good  used  car  to  buy  the 
first  PCs  had  to  write  our  own  software.  The 
only  programs  in  stores  were  games  and  some 
utilities  sold  by  a  kid  from  Seattle  named  Gates. 

Our  colleagues  thought  that  PCs  were  just 
expensive  toys.  They  were  right. 

Bricklin  and  Frankston  changed  that.  The 
two  invented  the  first  spreadsheet  program, 
VisiCalc.  Released  in  1979,  it  was  a  $100  soft- 
ware tail  wagging  $2,200  hardware  dogs.  At 
the  time  it  was  the  only  legitimate  business 
reason  for  using  a  personal  computer.  By  turn- 
ing hobbyists'  playthings  into  workplace  neces- 
sities, VisiCalc  ultimately  propelled  the  likes  of 
Apple's  Steve  Jobs  and  Microsoft's  Bill  Gates 
onto  The  Forbes  Four  Hundred. 

Bricklin  and  Frankston  never  got  close  to 
getting  on  the  list.  Having  invented  VisiCalc  to 
solve  B-school  homework  problems,  the  two 
licensed  it  to  an  outfit  called  Personal  Software 
(later  Visicorp).  Against  the  expense  of  keeping 
VisiCalc  up-to-date  and  customizing  it  for  all 
that  era's  incompatible  machines,  the  entrepre- 
neurs received  a  35.7%  royalty. 

The  royalties  didn't  last  very  long.  In  August 
1981  IBM  shipped  its  first  PCs,  bundled  with 
VisiCalc.  At  the  same  time,  Visicorp,  cutting 
Bricklin  and  Frankston  out  of  the  deal,  started 
scrambling  to  create  a  next-generation  spread- 
sheet. Litigation  was  the  result.  While  the  Visi- 
corp partners  were  squabbling,  an  upstart 
named  Lotus  stepped  into  the  breach.  Good- 
bye, VisiCalc;  hello,  1-2-3. 

The  inventors  of  the  spreadsheet  probably 
netted  less  than  a  million  dollars  each  from 
their  innovation — okay  money,  but  slim  pick- 
ings compared  to  what  Lotus'  Mitch  Kapor 
and  other  software  pioneers  went  on  to  earn. 

After  Visicorp  went  broke,  Frankston,  42, 
took  a  job  with  Microsoft.  Bricklin,  46,  stayed 
freelance,  a  career  entrepreneur  who  couldn't 
quit  asking  himself  what  the  co-inventor  of  the 
spreadsheet  should  do  for  an  encore. 


Some  of  his  answers  resulted  in  money- 
making  software  (a  scientific  equation-solver), 
but  none  in  world-beaters  like  VisiCalc.  None, 
that  is,  until  now. 

And  now?  Bricklin  believes  his  new  program 
will  do  for  the  written  word  what  spreadsheets 
did  for  numbers:  revolutionize  the  way  busi- 
nesspeople  work  with  them.  Under  the  aegis  of 
his  latest  company,  Trellix,  located  in  Newton, 
Mass.,  Bricklin  is  putting  the  final  touches  on  a 
program  called  Textscape.  Neither  word 
processor  nor  outliner  nor  presentation  soft- 
ware (though  distant  kin  to  each),  the  program 
automates  the  job  of  organizing  large  docu- 
ments, creating  an  on-screen  file  that  can  be 
skimmed  or  read  at  any  level  of  detail — sketchy 
outline,  middle -length  abstract  or  full  text. 

Bricklin  boasts  that  Textscape  lets  authors 
map  the  routes  readers  follow  in  browsing  text. 

By  turning  hobbyists'  playthings 
into  workplace  necessities,  VisiCalc 
propelled  Steve  Jobs  and  Bill  Gates 
onto  The  Forbes  Four  Hundred. 


Why  is  that  important?  Bricklin  grins:  "Give 
two  people  different  paths  through  the  same 
document,  and  they'll  react  differently  to  what 
they  read.  You  give  management  map  A  and 
labor  map  B,  and  the  union  can't  complain 
because  they've  got  exactly  the  same  report  as 
the  executives." 

What  about  the  fact  that  most  folks  don't 
like  reading  lengthy  tomes  on  a  computer 
screen?  True  for  my  generation,  says  Bricklin, 
but  the  kids  coming  into  the  work  force  grew 
up  using  the  Internet — they're  more  comfort- 
able with  computers  than  they  are  with  paper. 

Whether  or  not  he's  right  about  Textscape's 
universal  appeal,  one  thing  is  certain:  The  pro- 
gram is  in  a  league  by  itself.  Sure,  there  is  some 
document  summary  software  out  there,  but  it's 
crude  in  comparison  to  what  Bricklin's  pro- 
gram does.  Bricklin  says  he  will  release 
Textscape  at  $99  a  copy  in  the  fourth  quarter 
of  this  year,  and  will  post  a  free  preview  on  his 
Web  site  (www.trellix.com)  in  July. 

As  he  did  years  ago,  Bricklin  has  again  come 
up  with  something  genuinely  new.  tM 
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A  V  i  i  O  N 


PENTIUM  PRO 

PROCESSOR 


THE  SERVER  TO  GROW  ON 

Buy  what  you  need,  add  as  you  grow. 


It's  as  simple,  as  that. 

As  the  Nautilus  grows,  it  expands  its 
shell  section  by  section.  This  is  the 
idea  behind  our  AViiON®  AV  20000 
server  based  upon  Data  General's 
NUMALiiNE™  technology  and  Intel 
Pentium®  Pro  processors.  When  you 
need  to  expand  your  company's  enter- 
prise computing  capabilities  for  data 
warehousing  or  large  database  applica- 
tions, you  just  add  another  building  block, 
protecting  your  original  investment. 

Our  scalable  building  block  approach 
also  means  that  you  can  start  with  our 
affordable,  entry-level  configuration  that 
grows  modularly  to  surpass  many  of 
today's  systems.  Plus,  you  get  all  of  the 
benefits  of  "big"  systems  -  robust  man- 
agement, high  availability  and  clustering. 
And,  our  CLARiiON®  RAID  subsystem, 
integrated  with  the  AV  20000,  provides 
extensible,  fault-tolerant  storage. 

So  contact  Data  General  and  learn  more 
about  the  scalable  AV  20000  -  the  best 
value  in  enterprise  computing. 

t  w  Data  General 

www.dg.com  1 -800-DATA  GEN 


AViiON  and  CLARiiON  are  registered  trademarks  and  NUMALiiNE  is  a  trademark  of  Data  General  Corporation. 
The  Intel  Inside  Logo  and  Pentium  are  registered  trademarks  of  Intel  Corporation. 
All  other  brands  or  products  are  the  trademarks  of  their  respective  holders.©  1997  Data  General  Corporation. 
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Journalism  in 
the  Internet  age 


BY  GUY  KAWASAKI 


Guy  Kawasaki  is 
an  Apple  fellow 
and  author  of 
How  to  Drive  Your 
Competition  Crazy. 


The  classic  definition  of  chutzpah  is  when 
someone  murders  his  parents  and  asks  for 
leniency  because  he  is  an  orphan.  In  the  digi- 
tal world  chutzpah  is  when  a  computer  jour- 
nalist gets  flamed  for  ill-informed  reporting 
and  claims  he  is  the  victim  of  demagoguery. 

Back  in  the  good  old  days  of  lead  slugs  and 
hot  type,  journalists  weren't  so  thin-skinned. 
Reporters  and  columnists  possessed  (and 
sometimes  merited)  the  faith  of  John  Q. 
Public  because  they  were  critical,  analytical 
and  independent-thinking.  They  cut  through 
the  bull  secretion.  Thus,  reading  a  news  publi- 
cation was  a  way  to  connect  our  imperfect 
lives  with  the  perfect  truth  as  it  came  rolling 
down  the  mountain. 

Information  continues  to  flow  in  the  same 
downhill  direction,  but  consumers  can  now 
push  back  because  of  the  Internet.  Think  of 
this  as  being  like  the  rupture  of  Ford's  hege- 
mony in  the  1920s.  Until  General  Motors 
came  along,  Ford  happily  built  more  or  less 
identical  cars  as  fast  as  it  could.  Then  GM 
built  many  different  types  of  cars  and  seg- 
mented the  marketplace.  Cars  flowed  from 
the  manufacturer  to  the  public,  but  con- 
sumers pushed  back.  If  they  didn't  like  the 
cars,  they  went  unsold.  Ford  cars  started 
going  unsold,  and  old  Henry  had  to  bring 
out  more  modern  models. 

Fast-forward  to  1997:  In  addition  to  alter- 
ing the  net  worth  of  dozens  of  entrepreneurs 
and  on-line  schleppers,  Internet  access  is 
changing  journalism  as  surely  as  GM  changed 
the  car  business.  Here  are  the  realities  of  jour- 
nalism in  the  digital  age — know  them  and 
enforce  them. 

First,  the  world  is  the  reader.  A  publica- 
tion's readership  used  to  be  the  people  who 
either  forked  over  the  subscription  fees, 
bought  an  issue  at  the  newsstand  or  got  a 
passed-along  copy.  Not  anymore.  Now  it's 
anyone  with  a  browser  anywhere  in  the  world. 

Some  publications  prefer  to  define  their 
customers  as  only  paying  readers.  So  be  it.  But 
then  they  shouldn't  take  the  text  sold  to  their 
readers  and  reprint  it  on  an  open  Web  site. 
And  if  the  Web  site  is  supposed  to  be  for  their 
paying  subscribers,  perhaps  they  should  resist 


the  temptation  to  supplement  their  revenue 
with  banner  ads. 

Second,  there  is  now  a  feedback  loop, 
because  E-mail  is  fast,  free  and  ubiquitous. 
Compare  the  number  of  letters  to  the  editor 
that  are  snail-mailed  versus  the  number 
E-mailed  to  any  publication  today.  (With 
Forbes  it's  roughly  l-to-5.  —Ed.)  Writing  to 
a  publication  was  a  big  pain:  You  had  to  write 
a  letter,  address  an  envelope,  add  postage  and 
stick  it  in  the  mail.  Few  people  ever  did  this, 
and  over  the  years  journalists  forgot  that  they 
are  as  accountable  as  the  people  and  compa- 
nies they  enjoy  skewering.  On  the  Internet 
the  reality  is  if  you  screw  up,  you  die  by  a 
thousand  E-mails. 

Internet  access  is  changing 

journalism  as  surely  as 

GM  changed  the  car  business. 


Third,  assumptions  and  conclusions  will 
be  challenged.  On  the  Internet,  as  the 
famous  cartoon  goes,  no  one  knows  you're  a 
dog — and  no  one  cares  if  you're  a  high- 
falutin'  market-making  pundit  either.  Jour- 
nalists had  better  get  their  acts  and  facts 
together,  because  somewhere  in  cyberspace 
there  are  folks  who  know  more  and  care 
more  about  almost  every  subject  than  the 
journalist  does. 

Journalism  is  now  a  product  like  any 
other.  Imagine  if  the  president  of  a  company 
that  shipped  a  batch  of  stinking  dog  food 
lamented,  "I've  gotten  hundreds  of  angry 
customers  who  complained  about  the  prod- 
uct. We  are  the  target  of  demagoguery." 
Claiming  to  be  a  victim  parses  to  "I  am 
wimp;  hear  me  bore." 

Let  the  digital  age  of  accountable  journal- 
ism take  roots.  Get  off  your  lofty  perch,  all 
you  reporters,  and  prepare  to  defend  your- 
selves in  fair  argument.  If  you  can't  take  the 
heat,  become  a  venture  capitalist  and  reject 
business  plans  all  day. 

As  for  me,  I  can  take  it  as  well  as  dish 
it  out.  If  you  have  comments  about  this 
column,  send  your  thoughts  to  me  at 
kawasaki@apple.com.  B 
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Real  savings  on  printing  are 
right  under  your  nose. 


"Sometimes  you 
have  to  look  past 
the  market  leader  to 
find  an  exceptional 
product  that  is  also 
an  exceptional  value." 
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June  10,  1997 
Lexmark  Optra  S  1250 
Lexmark  Optra  S  1650 
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Introducing  network  laser  printers  designed  to  reduce 
printing  costs  —  the  new  Lexmark  Optra  S  series. 


Track  down  how 
much  it  really  costs  to  run  your 
company's  network  printers  and  you'll 
howl.  Your  staff  wastes  hours  of  time  going  to  the 
printer  only  to  find  paper  trays  are  empty,  toner  is  out 
or  worse,  the  document  still  hasn't  printed.  That's  why 
Lexmark  created  the  new  Optra  "  S  -  a  family  of  12, 16, 
24  ppm  models.  Crisp  1200  dpi  output  with  an  array  of 
money-saving  features.  Interchangeable  paper  trays. 


snap-in  duplexer.  plus  MarkVision'"-  exclusive  Lexmark 
software  that  lets  your  staff  know  when  paper's  low  or 
toner  needs  replacing  before  they  find  out  the  hard  way. 
Saves  time,  frustration  and  greatly  reduces  your  printer 
support  costs. 

To  learn  how  your  printer  network  can  do  new  tricks, 
call  1-800- LEXMARK  or  visit  us  at 
www.  lexmark.  com. 


A  bold  new  breed  of  performance  printers. 


5  1997  Lexmark  International.  Inc  All  rights  reserved  Lexmark  and  Lexmark  with  diamond  design,  MarkVision  and  Optra  are  trademarks  of  Lexmark  International.  Inc  registered  in  the  United  States  and/or  other  countnes 
Print  Lexmark  is  a  trademark  ot  Lexmark  International.  Inc  PCL  is  a  registered  trademark  of  Hewlett-Packard  Company  Other  trademarks  are  properly  ot  their  respective  owners  c  1997  PC  Magazine  Ztff-Davis  Publishing 
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As  versatile  as  he  is  smart,  the  urbane  Robert  Kuok  runs  luxury 
trades  commodities  on  a  huge  scale  and  invests  brilliantly. 
Now  he's  going  to  get  the  Chinese  hooked  on  Coca-Cola. 

The  , 

amazing 

Mr.  Kuok 

By  Andrew  Tanzer 


n  1993  the  Coca-Cola  Co.  was 
ready  to  invade  part  of  China  in  a 
big  way,  but  this  is  tricky  turf. 
Coke  understood  that  China  could 
be  a  gold  mine  or  a  disaster.  It 
needed  a  savvy  local  partner. 


At  stake  was  the  right  to  bottle  Coke  in 
an  area  stretching  across  north  and 
southwest  China  and  inhabited  by  450 
million  people.  But  pushing  that  quintes- 
sentially  American  product  into  the 
depths  of  China  took  careful  handling. 

Let's  put  this  in  perspective:  The  license 
to  bottle  Coke  in  the  Philippines,  popula- 
tion 70  million,  recently  sold  for  $2.6  bil- 
lion. By  this  standard,  the  China  deal 
could  in  time  be  worth  $8  billion.  Every 
capitalist  in  Asia  coveted  the  deal. 

Coke  chose  Robert  Kuok.  "I  thought, 
'My  God,  this  is  a  gift  from  Heaven,'" 
Kuok  recalls.  Kuok  is  being  modest.  It  was 
no  gift.  Coke  knew  what  it  was  doing. 

Soft  drinks  were  not  Kuok's  business,  but 
Coke  didn't  need  expertise  in  soft  chinks.  It 
needed  a  smart  guy  with  contacts.  And 
that's  Kuok,  a  73-year-old  hotel  owner, 
commodities  trader,  investor,  cosmopolite. 

Keeping  12.5%  of  the  botding  venture, 
Coke  granted  87.5%  to  Kerry  Group, 
Kuok's  Hong  Kong-based  conglomerate. 

Rarely  interviewed,  stubbornly  shun- 
ning publicity  ("the  Chinese  have  a 
saying,"  Kuok  explains,  '"Tall  trees  expe- 
rience strong  winds'  "),  Robert  Kuok  was 
at  first  reluctant,  but  finally  agreed  to  talk 
with  Forbes.  When  he  did,  he  opened  up 
and  gave  us  remarkable  insight  into  a 
remarkable  mind — and  a  remarkable 
career.  Our  photographs  of  him  are 
among  the  very  few  in  public  hands. 

"He  is  a  perfect  businessman,"  says 
Randolph  Gutiirie,  chief  executive  of  the 
Singapore-based  Beaufort  Hotels  chain. 
Guthrie  now  competes  with  Kuok's 
Shangri-La  hotels,  but  he  once  worked 
for  Kuok. 

"Perfect"  is  a  peculiar  word  to  apply  to 
a  businessperson,  but  in  the  sense  of  being 
well-rounded  it  surely  applies  here.  Speak- 
g  ing  impeccable  English,  fluent  in  Malay 
8  and  five  Chinese  dialects,  cultured  and  yet 
|  personally  unassuming,  Kuok — "R.K."  to 
|  his  executives — may  not  be  the  biggest 
g  player  in  Asia.  We  estimate  his  family's  net 
§  worth  to  be  at  least  $7  billion.  But  for 
I  sheer  versatility,  imagination  and  ability  to 
8  get  things  done  he  has  no  peer. 

"What  could  take  us  18  to  24  months 
§  [in  China],  they  [Kuok's  Kerry  Group] 
§  could  do  in  2  months,"  says  lohn  Earrell, 


president  of  Coca-Cola  China  Ltd.  "His 
whole  life  has  been  built  around  building 
networks  with  overseas  Chinese  and  in 
China.  [Kerry's]  ability  to  do  things  fast  is 
incredible." 

"I  adapt  like  a  chameleon  to  the  partic- 
ular society  where  I  am  operating  at  the 
moment,"  Kuok  says.  Robert  Riley,  man- 
aging director  of  Mandarin  Oriental  Hotel 
Group,  a  fierce  Kuok  competitor,  says: 
"He's  a  local  everywhere  he  goes." 

Look  at  the  map  on  page  92 .  It's  hard 
to  find  a  business  or  an  East  Asian  coun- 
try where  Kuok  isn't  involved:  food, 
luxury  and  middle-market  hotels,  real 
estate,  sugar  and  oil  palm  plantations, 
newspapers — including  the  world's  most 
profitable,  South  China  Morning  Post.  He 
has  large  investments  in  Indonesia,  Hong 
Kong,  China  proper,  Australia,  Malaysia, 
Singapore,  the  Philippines  and  Thailand. 
He  owns  a  piece  of  Citic  Pacific,  the  Bei- 
jing-controlled conglomerate.  On  that 
investment  alone  he  has  made  some 
$1  billion  in  six  years. 

At  the  epicenter  of  all  this  activity  is 
Kuok  himself.  The  nearest  equivalent  we 
can  think  of,  where  a  single  person  holds 
in  his  hands  the  ultimate  reins  of  so  many 
businesses,  would  have  to  be  Rupert  Mur- 
doch. But  Murdoch's  business  is  of  a 
piece  in  that  it  is  mostly  in  communica- 
tions media.  Not  so,  Kuok.  The  only 
thing  binding  his  interests  is  the  acumen 
of  the  man  himself.  "I'm  the  little  string 
that  ties  the  rings  together,"  is  how  Kuok 
describes  his  role. 

R.K.  focuses  on  strategy  and  relation- 
ship-building and  makes  most  of  the  final 
decisions,  with  help  from  executive  com- 
mittees in  Hong  Kong,  Singapore  and 
Kuala  Lumpur.  But  he  leaves  day-to-day 
management  of  the  businesses  in  the 
hands  of  35  trusted  senior  executives 
(including  half  a  dozen  relatives)  who 
report  directly  to  him  and  network  among 
themselves. 

Here's  a  key  to  how  his  mind  works: 
Khor  Chin  Poey,  an  engineer  who  runs 
the  Malaysian  and  Indonesian  agribusi- 
nesses, says  that  when  Kuok  phones  he  is 
less  interested  in  profits  than  in  sales 
volume.  "His  logic  is  production  equals 
money,"  explains  Khor.  "He  assumes  you 
know  how  to  run  your  business,  and  he 
knows  prices  and  your  margins." 

Obviously  he  takes  for  granted  that  the 
margins  will  be  maintained.  Heaven  help 
the  executive  who  does  not  watch  those 
margins.  He  himself  has  a  prodigious  head 
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HONG  KONG 


HONG  KONG 

Stock  holdings  Citic  Pacific,  a  China-backed  conglomerate 
(about  4%  stake). 
Commodities  Huge  sugar  and  grain  trading  operations. 
Hotels  Family-owned  Shangri-La  Hoteis  &  Resorts  manages  36  Shangri-La  and 
Traders  hotels  across  the  region  and  the  family  owned  Aberdeen  Marina  Club 
(3,000  members,  $180,000  membership  fee);  Hong  Kong-listed  Shangri-La 
Asia  Ltd.  owns  20  hotels,  including  2  in  Hong  Kong  (1,288  rooms). 
Media  South  China  Morning  Post,  leading  English  daily,  and  owner  of  several 
Chinese  and  English  magazines  and  record  company  (controlling  stake); 
Television  Broadcasts  Ltd.,  leading  television  network  in  Hong  Kong  and 
world's  largest  producer  of  Chinese-language  programming  (16%  stake). 
Real  estate  Kerry  Properties  Ltd.;  14  residential  properties,  8  buildings  under 
construction;  1 1  commercial  properties,  3  buildings  under  construction; 
godowns  (3.5  million  square  feet,  3.4  million  square  feet  under  construction). 
Infrastructure  Kerry  Properties:  Western  Harbor  Crossing  Tunnel  (15%  stake), 
airfreight  terminal  under  construction  at  new  Hong  Kong  airport  (15%  stake). 
Securities  Privately  owned  Kerry  Securities  (30%  stake). 

AUSTRALIA 

Stock  holdings  Coca-Cola  Amatil,  largest  bottling  company  outside  U.S 
plants  in  Australia,  New  Zealand,  Indonesia,  Philippines,  Papua  New 
Guinea,  Central  and  Eastern  Europe  (5.5%  stake). 
Building  materials  Joint  venture  with  CSR  Ltd. 
Real  estate  Two  luxury  residential  towers  and  shopping 
center  in  Sydney. 

CANADA 

Hotels  Shangri-La  Hotels  &  Resorts  manages  family- 
owned  hotel  in  Vancouver. 
Real  estate  Luxury  residential  towers  in  Vancouver. 

CHINA 

Ventures  Kerry  Beverages  (87.5%  owned  by  Kerry,  12.5% 
by  Coca-Cola)  owns  and  operates  8  Coke  bottling  plants 
with  2  more  opening  in  1998  (total  annual  production 
capacity:  225  million  cases). 
Hotels  Shangri-La  Asia  Ltd.  operates  12  Shangri-La  and 
Traders  hotels  (6.354  rooms)  with  8  more  under 
construction  (4,253  rooms). 
Commodities  Five  oilseed  crushing  plants;  8  edible  oil 
refineries;  2  flour  mills;  1  animal-feed  mill;  1  noodle 
factory;  sugar,  edibie  oil  and  grain  trading  operations. 
Real  estate  Commercial  and  office  real  estate:  1.34 
million  square  feet  (2.7  million  square  feet  under 
construction  or  planned);  Residential  real  estate:  983 
apartments  (2.9  million  square  feet  under  construction  or 
projected);  2  office  buildings;  8  commercial  buildings  and 
car  parks.  Under  construction:  6  residential  buildings,  5 
office  towers,  17  commercial  buildings  and  car  parks. 
Infrastructure  Shanghai  expressway  (20%  stake!;  container 
terminal  in  Shenzhen,  Guangdong  (25%  stake). 
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Hotels  2  Shangri-La  hotels  (564  roon 
FRANCE 

Commodities  15%  stake  in  Sucden,  privately  held  trading 

house. 

INDIA 

Commodities  Edible  oil,  sugar  trading  operations. 
INDONESIA 

Commodities  Oil  palm  plantations  (80,000  acres),  partly 
in  venture  with  Perlis. 

°i<tntations  Sugar  cane  plantations  (150,000  acres)  and  3 


sugar  mills  in 
joint  venture  with 
Liem  Sioe  Liong's 
Salim  Group;  sugar 
and  wheat  trading 
operations. 

Hotels  Shangri-La  hotels 
in  Jakarta,  Surabaya,  Bali; 
Traders  hotel  under 
construction  in  Jakarta. 
Manufacturing 
Rubber  gloves  (with  Perlis). 

MALAYSIA 

Hotels 

6  Shang'i-La  hotels  (2,900  rooms);  city  hotels  in  Kuala 
Lumpui  and  Penang;  2  resort  hotels  in  Penang,  2  in  Sabah. 
Cinema 

105  screens. 

Commodities  Grain,  raw  sugar,  edible  oil  trading  operations; 

7  oil  palm  plantations  (132,000  acres) ;  3  crude  palm  oil 
mills;  4  edible  oii  processing  refineries;  sugar  cane 
plantations  and  refineries,  2  flour  mills;  6  animal  feed  mills 
Real  estate  5  shopping  malls;  office/commercial  tower  in 
Kuala  Lumpur;  2  office  buildings;  residential  tower  in 
Kuala  Lumpur. 


Retailing  5  supermarkets,  16  discount  grocery  stores  in 
between  Perlis  Plantations  and  Holland's  Royal  Ahold. 
Manufacturing  Steel  drums,  chemicals,  fertilizers,  yarn 
Shipping  22  bulk  carriers  and  product  tankers  (600.0C 
insurance  Jerneh  Asia  Ltd. 

MYANMAR 

Hotels  Traders  hotel  in  Yangon. 
Commodities  Edible  oil  trading  operations. 
Real  estate  2  apartment  towers  under  construction, 
office/apartment/retail  complex  planned. 


UTH  KOREA 


HONG  KONG 


Hong  Kong  has  been  Robert  Kuok's 
residence  since  the  mid-1970s  and, 
effectively,  the  headquarters  of  both  his 
sprawling  empire  and  his  Kerry  Group 
of  companies.  Look  for  Kuok  to  further 
consolidate  control  of  his  group  in 
Hong  Kong. 


AUSTRALIA 


Kuok  has  been  a  large  supplier  of 
Australian  sugar  and  wheat  to  Southeast 
Asia  for  decades.  His  recent  big 
investment  in  Coca-Cola  Amatil  gives  him 
a  board  seat  and  added  knowledge  for  his 
Coke  bottling  business  in  China. 
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PHILIPPINES 


Vancouver,  one-third  of  its  population 
Chinese,  is  an  extension  of  the  Overseas 
Chinese  diaspora.  Kuok  has  sold  many  of 
his  luxury  condo  units  there  to  Chinese 
back  in  Asia. 


CHINA 


Whether  it  is  hotels,  real  estate, 
beverages  or  food  processing,  China  is 
now  the  main  focus  of  Kuok's  activities. 
Including  projects  in  the  pipeline,  he  has 
committed  about  $3  billion  in 
investments  to  the  country. 
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INDONESIA 


Kuok  has  done  lucrative  business  here 
since  the  1960s,  in  association  with 
powerful  local  partners  such  as 
multimillionaire  Liem  Sioe  Liong.  Lured 
by  rich  soil  and  a  population  of  200 
million,  he'll  expand  sugar  and  palm  oil 
plantations. 


MALAYSIA 


Kuok's  birthplace  and  nationality.  He  has 
dominated  the  domestic  sugar  and  flour 
industries  for  decades.  Palm  oil  exports 
to  China  have  boomed  over  the  last 
several  years.  This  year  he  plans  to  take 
public  an  oil  palm  plantation  stock. 


MYANMAR 


The  Kuoks  opened  a  Traders  hotel  in 
Yangon  last  year  and  are  weighing 
whether  to  build  a  Shangri-La  in  this 
politically  unsettled  country.       *  %  ▼ 
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Kuok  was  bullish  on  the  country's  economy 
early  on,  and  his  three  Shangri-La  hotels 
are  a  huge  success.  He's  expanding  the 
real  estate  business,  now  moving  into 
affordable  residential  communities.  He 
even  bought  into  a  cigarmaker. 

Kuok  lived  here  for  about  20  years  and 
maintains  large  commodities  trading, 
shipping,  real  estate  and  hotel 
operations.  Kuok  (Singapore)  Ltd.  is  one 
of  his  main  holding  companies.  He  may 
take  public  a  large  chunk  of  the  property 
business. 
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Building  materials 
Coca-Cola  bottling 
Real  estate 
Hotels 

Commodities  trading 

Conglomerate      t  # 

Food  processing 

Infrastructure 

Media 

Securities 

Manufacturing 

Plantations 

Animal  feed 

Cinemas 

Flour  mills 

Retailing 

Shipping 


PHILIPPINES 

Hotels  3  Shangri-La  hotels  (1,909  rooms);  1  Traders  hotel. 
Real  estate  Shopping  mall,  office  and  residential  towers. 

SINGAPORE 

Hotels  2  Shangri-La  hotels,  1  Traders  hotel  (1,823  rooms). 
Real  estate  Large  portfolio  of  commercial,  office  and 
residential  buildings. 

Retailing  2  supermarkets  (joint  venture  with  Royal  Ahold). 
Commodities  Very  large  edible  oil  and  grain  trading 
operations;  49%  stake  in  sugar  rpfinery. 


Shipping  9  ships  (420,000  dwt,  Pacific  Carriers  Ltd). 
Trading  Agricultural  machinery,  chemicals, 
fertilizers,  steel,  timber. 

SOUTH  KOREA 

Hotels  Management  contract  for  Shangri-La  hotel 
in  Seoul. 

THAILAND 

Hotels  Shangri-La  hotel  in  Bangkok.     *  S 
Commodities  One  flour  mill,  stakes  in  2  sugar 
mills,  sugar  trading  operations. 

VIETNAM  Ml 

Commodities  Proposed  edible  oil  processing  plant. 


The  Global  Power  Elite 


for  numbers.  In  talking  with  Forbes, 
Kuok  recalled  1940s  foreign-exchange 
rates  to  the  hundredth  and  1960s  per- 
square-foot  property  prices  in  Singa 
pore  to  the  penny. 

Here's  another  key  to  his  character: 
He  is  prejudiced  against  M.B.A.s. 
"When  I  hear  somebody's  got  an 
M.B.A.,"  he  says,  raising  his  voice  a 
bit,  "I  have  a  feeling  of 
dread,  because  normal- 
ly they  come  to  me 
with  an  overpompous 
sense  of  their  own 
importance.  And  no 
way  are  you  going  to 
prick  that  bubble,  with 
the  result  that  one  day 
there  will  be  a  cave-in 
in  dieir  department.  So 
they  learn  painful 
lessons  at  my  expense!" 

Kuok  says  he  prefers 
people  with  an  inner 
humility.  He  recalls  his 
mother's  Buddhist 
oudook  and  its  empha- 
sis on  that  virtue.  "A 
highly  successful  man 
invites  many  problems 
and  miseries,"  Kuok 
says.  Why  multiply 
enemies  with  a  high  profile  or  by 
boasting  about  accomplishments? 

Robert  Kuok  was  born  in  1923  and 
raised  in  Johore  Bahru,  a  mixed  Chi- 
nese, Malay  and  Indian  town  just 
across  the  causeway  from  Singapore  in 
what  was  then  British  Malaya.  His 
father,  an  immigrant  from  China's 
Fujian  province,  prospered  in  busi- 
nesses ranging  from  a  general  mer- 
chandise store  to  trading  and  cold 
storage.  But  the  elder  Kuok's  horizons 
were  limited  by  colonialism  and  a  lack 
of  familiarity  with  Western  ways. 

Kuok  says  his  father  was  much 
closer  to  the  Malay  community  than 
to  his  fellow  Chinese.  It  was  Malay 
friends,  for  example,  who  lured  his 
father  onto  a  slow  boat  to  Europe  in 
1928  to  kick  an  opium  habit. 

Unable  to  speak  English  himself, 
Kuok's  father  saw  that  learning  the 
language  and  manners  of  Malaya's 
colonial  rulers  was  crucial  if  the  second 
generation  was  to  expand  the  family 
business.  So  he  sent  Robert  and  his 
two  older  brothers,  Philip  and 
William,  to  fine  British-run  schools  in 
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Malaya.  Robert's  classmates  included 
the  second  and  third  prime  ministers 
of  postindependence  Malaysia,  and 
Lee  Kuan  Yew,  the  first  prime  minister 
of  Singapore.' 

Kuok  was  a  student  at  Singapore's 
Raffles  College  when,  on  Dec.  8, 
1941,  die  Japanese  bombed  the  island 
and  declared  war.  Retreating  to  Johore 
Bahru,  he  went  to  work 
in  the  local  office  of 
Mitsubishi  Corp.,  the 
Japanese  trading  com- 
pany. He  was  then  18. 

Mitsubishi  had  a 
monopoly  on  rice 
imports  into  the  state 
of  Johore,  and  young 
Robert  soon  headed 
the  rice  department. 
Kuok  Senior  obtained  a 
license  as  a  wholesaler 
from  the  local  food 
controller. 

Shortly  after  the 
Japanese  surrendered, 
Kuok  and  his  father 
won  a  contract  from 
the  British  military  to 
supply  fresh  produce  to 
50,000  Japanese  pris- 
oners of  war  interned  at 
a  rubber  estate.  This  led  to  the  Kuoks' 
appointment  as  distributors  of  essen- 
tial foodstuffs  for  all  of  South 
Johore — a  classic  case  of  Chinese 
middlemen  serving  as  liaison  between 
colonial  masters  and  the  locals.  Robert 
ran  the  godowns,  the  waterfront  ware- 
houses that  stored  the  commodities, 
mostly  brought  in  from  Singapore. 
Kuok  is  now  a  large  Hong  Kong 
godown  owner. 

After  Kuok's  father  died  suddenly, 
in  December  1948,  Robert,  then  25, 
joined  his  mother,  brother  Philip  and 
two  cousins  in  a  new  family  business. 
Robert  soon  dominated  the  company, 
and  his  brother  Philip  eventually  left  to 
become  a  Malaysian  diplomat  who 
served  as  ambassador  to  several  Euro- 
pean countries. 

Middle  brother  William  took  a  third 
path.  After  WWII  he  became  a  senior 
figure  in  the  Malayan  Communist 
Party,  and  was  killed  by  British  troops 
in  the  Malayan  jungle  in  1952. 

In  the  early  1950s  rice  was  a  com- 
petitive business.  Searching  for  an 
advantage  over  competitors,  Kuok 


switched  his  emphasis  from  rice  to 
sugar  and  in  1953  moved  his  base  to 
Singapore.  "The  sugar  trade  was  con- 
ducted in  English,  which  put  me  in  a 
stronger  position,"  he  explains.  "I  was 
reading  Reuters." 

In  1963  Kuok  made  a  killing,  trad- 
ing sugar  physicals  and  futures  out  of 
a  room  at  London's  Grosvenor  House 
hotel.  He  cleaned  up,  speculating  in 
the  commodity  from  1963  to  the  mid- 
1970s,  years  of  high  volatility  and  price 
peaks  in  sugar. 

"I'm  still  shuddering  when  I  think 
of  some  of  my  exploits  of  the  1960s, 
of  how  narrow  were  my  escapes,"  he 
recalls.  "I  risked  everything  without 
realizing  it.  It  was  all  rhythm.  Have 
you  ever  seen  Michael  Jordan  play 
when  he's  on  a  rhythm  run?  It  was 
exactly  like  that." 

Malaysian  independence  in 
1957  was  a  boon  for  Kuok. 
"With  the  presence  of  a 
British  colonial  administra- 
tion, the  best  cakes  went  to  the  British 
houses,"  he  recalls.  "When  colonialism 
ended,  I  was  there  to  capitalize  on  the 
opportunities." 

With  close  ties  to  the  Malay  politi- 
cal elite,  Kuok  soon  secured  a  license 
to  build  the  country's  first  sugar  refin- 
ery, with  tariff  protection.  By  the  mid- 
1960s  he  dominated  the  Malaysian 
sugar  industry.  He  still  does.  Except 
for  his  period  of  commodity  specula- 
tion, Kuok  generally  follows  a  policy  of 
buying  and  holding. 

With  his  keen  diplomatic  skills,  he 
built  local  businesses  in  die  1960s  and 
1970s,  when  relations  between  the 
Malay  and  minority  Chinese  commu- 
nities were  often  uneasy.  "While  other 
local  Chinese  felt  discriminated 
against,  Kuok  worked  out  who  needed 
him,"  says  Hugh  Peyman,  managing 
director  of  Kleinwort  Benson  Securi- 
ties (Singapore)  and  a  keen  observer  of 
Southeast  Asian  politics  and  business. 
"He  knew  where  the  power  was  and 
that  he  had  to  prove  he  was  a  better 
Malaysian  than  anyone  else." 

Early  on  he  was  fortunate  to  win  the 
backing  of  Chin  Sophonpanich,  the 
legendary  founder  of  Bangkok  Bank 
who  backed  many  of  the  great  over- 
seas Chinese  entrepreneurs. 

"He  [Chin]  didn't  wait  for  you  to 
go  see  him,"  says  Kuok,  recalling  how 
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"The  Chinese  have 
a  saying:  'Tali  trees 
experience  strong 
winds.' " 


Chin  came  to  his  trading  office  in  Sin- 
gapore in  the  late  1950s.  "Do  you 
know  why?  He  wanted  to  see  how  you 
operated,  how  you  placed  your  desk, 
the  sense  of  drive  in  die  office."  Chin 
was  soon  financing  Kuok's  enterprises. 

Kuok  traded  sugar  and  rice  with 
China  as  early  as  1960.  As  a  measure 
of  his  ability  to  navigate  politically 
tricky  waters,  he  was  able  to  continue 
doing  business  with  China  through 
Hong  Kong  even  during  the  Cultural 
Revolution.  One  of  his  early  contacts, 
the  state-owned  foodstuffs  agency 
Ceroils,  is  today  a  small  investor  in 
Kuok's  oil  palm  plantations  in  East 
Malaysia  and  a  partner  in  some  of  his 
vegetable  oil,  flour  milling  and  Coke 
plants  in  China. 

What  brought  a  sugar  and  rice 
trader  into  the  hotel  business?  Like 
many  wealthy  people,  Kuok  under- 
stands that  well  planned  and  located 
luxury  hotels  are  timeless  investments, 
growing  with  their  communities — and 
splendid  hedges  against  inflation. 
(Kuok  estimates  that  the  land  under 
his  Shangri-La  Singapore  has  appreci- 
ated about  300-fold  since  it  was  pur- 
chased in  the  late  1960s.) 

"I  spent  a  lot  of  time  in  some  excel- 
lent hotels  in  Europe,"  says  Kuok.  "I 
knew  what  I  wanted  in  a  good  hotel." 

Kuok's  partners  in  his  Shangri-La 
properties  are  usually  the  local  busi- 
nessmen he  deals  with  in  sugar,  cook- 
ing oil  or  other  items,  or  owners  of 
choice  real  estate.  A  partner  in  Thai 
sugar  mills  became  his  partner  in  the 
Shangri-La  Bangkok.  His  partners  in 
Shangri-La  Singapore,  which  opened 
in  1971,  were  rice  traders. 

In  the  iate  1960s  Kuok  met 
Indonesian  billionaire  Liem  Sioe 
Liong  through  the  sugar  trade.  Today 
the  two  tycoons  jointly  operate  mas- 
sive and  rapidly  expanding  sugar  plan- 
tations with  mills  and  refineries  in 
southern  Sumatra.  Liem  invested  in 
Kuok's  Shangri-La  hotel  in  Jakarta  and 
in  one  in  Hong  Kong. 

With  17,000  rooms,  the  Shangri-La 
chain  is  now  Asia's  largest  luxury  hotel 
group.  It's  probably  worth  $4  billion. 

Although  he  is  not  primarily  a  real 
estate  person,  Kuok  has  made  huge 
investments  in  properties,  accumulat- 
ing beachfront  in  Penang,  shopping 
malls  and  apartment  buildings  in  Sin- 
gapore and  Shanghai,  office  towers  in 


A  tasteful 
host 


Hong  Kong's  Island 
Shangri-La 
The  chain's 
French  restau- 
rants are  named 
for  chateaux  like 
Latour  and 
Margaux. 


As  His  MOST  visible  busi- 
ness, the  Shangri-La 
hotel  and  resort  chain 
reflects  Robert  Kuok's 
tastes  and  personality. 
Kuok  loves  crystal,  so  his 
Island  Shangri-La  hotel 
in  Hong  Kong  has  more 
than  700  crystal  chande- 
liers that  cost  from  $600 
to  $11,000  each.  From  a 
standing  start  a  quarter  of 
a  century  back,  Kuok  has 
built  Shangri-La  (from 
the  James  Hilton  novel 
Lost  Horizon)  into  Asia's 
premier  luxury  hotel 
chain.  Kuok  knew  noth- 
ing about  hotel  manage- 
ment, so  he  did  what  is 
for  him  a  typical  thing: 
He  partnered  with  a  first- 
class  foreign  operation,  in 
this  case  the  U.S.  hotel 
group  Westin  Hotels  & 
Resorts,  to  operate  his 
first  two  large  five-star 
properties  in  Singapore 
and  Hong  Kong.  When 
he  founded  his  Shangri- 
La  Hotels  &  Resorts 
management  company  in 
1983,  he  staffed  it  partly 
with  ex-Westin  managers. 

Today  Shangri-La 
Hotels  &  Resorts  operates 
36  properties  across  the 
region  and  is  set  to 
expand  to  50  within  five 


years,  much  of  the  expan- 
sion in  China,  where 
Shangri-La  has  12  hotels 
and  8  under  construction. 
Now  90%  of  the  clientele 
in  China  consists  of  for- 
eigners, but  the  domestic 
market  is  the  real  growth 
area  as  China  industrial- 
izes and  prosperity  spreads 
into  new  regions.  But  the 
expansion  is  measured  and 
deliberate.  "We  don't 
want  to  cookie-cutter  the 
chain,"  says  David 
Hay  den,  managing  direc- 
tor of  Shangri-La  Hotels 
&  Resorts. 

A  well-run  luxury  hotel 
in  Asia  achieves  gross 
operating  profit  margins 
of  35%  to  45%,  compared 
with  20%  to  25%  in  the 
West.  The  biggest  of 
Kuok's  public  hotel  com- 
panies, Shangri-La  Asia 
Ltd.,  last  year  earned 
$141  million  on  revenues 
of  $390  million — an 
impressive  net  profit 
margin  of  36%.  The  man- 
agement company  is  all  in 
the  Kuok  family,  but 
Hong  Kong-listed 
Shangri-La  Asia  Ltd.  owns 
20  of  the  hotels.  The 
stock  sells  for  12.7  times 
1996  earnings. 
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Manila  and  Beijing.  In  1988  he 
bought  a  portfolio  of  luxury  apart- 
ment buildings  in  Hong  Kong's 
Midlevels  district  for  $175  million 
from  Australia's  Alan  Bond,  who  was 
on  the  verge  of  bankruptcy.  The  capi- 
tal gain  on  that  investment  alone  is 
already  more  than  $1  billion. 

In  1974,  with  three  aides,  Kuok 
moved  headquarters  from  Singa- 
pore/Malaysia   to    Hong  Kong. 
Motive:  taxes.  "If  you 
made  a  dollar,  you  kept 
only  50  cents  of  it  in 
Malaysia  and  60  cents 
in  Singapore."  Hong 
Kong,  on  the  other 
hand,  allowed  him  to 
keep  84  cents. 

As  the  Coca-Cola 
deal  suggests,  the  cur- 
rent thrust  of  Kuok's 
deals  is  China  proper, 
where  consumption 
of  edible  oils  like 
palm  oil  expanded 
50%  from  1992  to 
1996  as  more  and 
more  Chinese  gained 
disposable  income. 
"The  most  important 
[food]  market  is 
always  China,  but  it's 
still  early  days  there,"  says  Kuok.  A 
natural  market,  of  course,  for  Coke. 

Kuok  met  Warren  Buffett  at  a  Coca- 
Cola  shareholders'  meeting  in  Wil- 
mington, Del.  in  April — a  "lovely 
man,"  says  Kuok.  He  likes  Buffett's 
concept  of  picking  smart  people,  back- 
ing them  to  the  hilt  and  then  getting 
out  of  the  way  so  long  as  they  don't 
screw  up.  "You  think  you're  a  smart 
businessman,  but  you  must  realize  that 
many  people  are  smarter  than  you.  If 
there  are  smarter  people — stronger, 
better  horses  running — then  why  aren't 
you  putting  some  of  your  money  on 
them  and  not  all  of  it  on  yourself?" 

The  same  attitude — that  willingness 
to  learn  from  others — surfaced  when 
we  asked  Kuok  how  he  makes  tough 
decisions.  "When  I'm  in  doubt,"  he 
replied,  "I  chat.  One  of  the  best  ways 
is  to  offer  a  cleverer  man  than  yourself 
a  joint  venture  deal,  and  if  it's  poison 
he'll  say  it's  an  awful  thing.  Then 
you're  seeing  the  deal  through  other 
people's  eyes." 


<4When  I  hear 
somebody's  got 
an  MJB.A.,  I  have 
a  feeling  of  dread, 


in  Kuok's  case,  humility  does  not 
translate  into  conventional  thinking. 
Kuok's  success  owes  much  to  a  strong 
contrarian  streak — and  a  strong  stom- 
ach to  go  with  it.  He  stayed  the  course 
in  Malaysia  after  the  1969  ethnic  riots. 
He  plunged  into  racially  turbulent 
Indonesia  in  the  early  1970s,  when 
few  overseas  Chinese  dared  to. 

After  Philippine  dictator  Ferdinand 
Marcos  fled  the  country  in  1986, 
Manila  was  shunned  by 
investors  and  tourists. 
Kuok,  who  says  he'd 
never  been  able  to  do 
much  commodities 
business  under  Marcos, 
now  moved  in. 
"Everybody  said  that 
nation's  gone  to  the 
dogs,  but  the  intensity 
of  the  music  was  grad- 
ually dying  down,  if 
you  could  listen  care- 
fully," he  recalls. 

So  he  began  build- 
ing two  Shangri-La 
hotels,  the  first  hotels 
built  in  nearly  20  years 
in  Manila.  "Some- 
where along  the  line 
the  nation  would 
recover,  and  if  you're 
putting  up  a  nice  building  in  a  super 
location,  where 's  the  risk?"  he  reasons. 

He  continued  to  invest  heavily  in 
China  through  the  volatile  cycles  of 
the  1980s,  when  many  wealthy  over- 
seas Chinese  were  making  charitable 
donations  to  their  ancestral  villages  but 
otherwise  keeping  their  capital  safe  in 
Hong  Kong  or  elsewhere. 

"In  China,"  says  Adrian  Fu,  chair- 
man of  Hong  Kong's  Furama  Hotel 
Enterprises  Ltd.,  "it's  important  that 
you  can  prove  to  the  leaders  that  you 
do  not  abandon  them  when  they  are 
in  trouble.  Kuok  has  done  that." 

When  the  Tiananmen  incident 
occurred  in  June  1989,  Kuok  was  in 
the  middle  of  building  his  massive, 
$530  million  China  World  Trade 
Center,  a  showcase  joint  venture  with 
the  Chinese  government  in  down- 
town Beijing.  Banks  and  contractors 
panicked,  but  Kuok  stuck  it  out.  Con- 
struction was  delayed,  and  Kuok  had 
to  pump  in  more  equity.  Today  the 
project,  which  includes  two  hotels, 


5) 


There's  that  old  humility  again.  But    nets  $80  million  to  $90  million  a  year, 


after  taxes. 

It  may  shock  some  Americans,  but 
Kuok  has  never  hesitated  to  get  into 
bed  with  the  Beijing  bosses.  Nor  does 
he  apologize  for  that.  He  believes  the 
Tiananmen  crackdown  prevented 
anarchy,  and  he  professes  admiration 
for  the  country's  current  leadership — 
which,  he  says,  is  committed  to  eco- 
nomic development. 

Like  most  ethnic  Chinese,  Kuok  has 
a  powerful  sense  of  family.  He  has 
eight  children  from  two  marriages. 
Two  sons  are  in  the  business,  and  his 
daughter  Ruth  helps  him  manage  the 
group's  charitable  foundations.  Eldest 
son,  Beau,  oversees  hotels,  real  estate 
and  Coke-bottling;  second  son,  Ean, 
recently  moved  to  Hong  Kong  from 
Singapore  and  keeps  an  eye  on  Singa- 
pore/Malaysia and  will  soon  take 
charge  of  the  edible  oils  business.  Two 
nephews  and  a  nephew-in-law  hold 
important  positions. 

But  unlike  many  other  ethnic 
Chinese  magnates,  Kuok  is 
not  afraid  of  putting  trust  in 
outside  senior  management, 
often  including  Westerners  like  Paul 
Bush,  Owen  Jonathan  and  David 
Hayden.  Old  China  hand  Robert 
Theleen,  chairman  of  Hong  Kong's 
ChinaVest  Ltd.,  thinks  Kuok  is  way 
ahead  of  other  ethnic  Chinese 
businesspeople  in  adapting  to  a  chang- 
ing world.  "The  next  decade  will  be 
about  whether  the  multinational  cor- 
poration can  be  extended  to  the  Chi- 
nese environment,"  says  Theleen. 
"Kuok's  already  moved  from  entre- 
preneurship  to  multinationalism." 

Nor  is  Kuok  afraid  to  part  with 
equity.  More  than  30%  of  the  shares  in 
the  three  main  family  holding  compa- 
nies are  held  by  nonrelatives.  "You 
can't  take  [wealth]  with  you.  As  for 
leaving  it  all  to  your  kids,  is  it  neces- 
sary, is  it  wise,  do  you  want  to  drip 
acid  on  their  heads  constantly?" 

Interestingly,  Kuok  has  done  little  in 
the  U.S.  He  has  apparently  felt  he  had 
more  opportunities  than  he  could 
handle  in  his  own  backyard.  He  hinted 
to  Forbes,  however,  he  wouldn't  be 
averse  to  investing  in  hotels  in  the  U.S. 

Keep  your  eye  on  the  man.  Coke 
knew  what  it  was  doing  when  it  picked 
Kuok  from  all  the  magnates  in  Asia  to 
be  its  guide  and  partner  in  China.  Hi 
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Meet  the  superrich, 
200  citizens  of  the  world 
who  are  both  rich  and  powerful. 
Coupon  clippers  need  not  apply. 


jk  billion  bucks  isn't  what  it  used  to 
be.  Own  a  few  apartment  buildings 
in    Tokyo,    and — even    in  this 

/     %  market — you're   almost  certainly 
JL      JKk^.  worth  a  bill.  Take  a  high-tech  com- 
pany public  when  it's  hot,  and  you're  in  the  no- 
longer-so-exclusive  billionaire  club. 

Ten  years  ago  Forbes  started  counting  billionaires 
outside  the  U.S.  We  found  96.  Last  year,  298 — plus  149 
American  billionaires.  With  stock  markets  around  the  world  up 
an  average  23%  in  the  last  year,  the  billionaire  population,  like 
deer  population,  is  sure  to  have  increased. 

Bowing  to  economic  reality,  we  have  revised  our  selection  process 
lion  bucks  no  longer  gets  you  in.  You've  got  to  have  made  it  yourself,  or 
to  be  actively  managing  it.  This  eliminates  a  fair  number  of  jet-setters  and  Palm  Beach 
residents.  We  have  culled  the  roster  of  billionaires  down  to  200  people  around  the 
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globe,  the  Global  Superrich. 

Take  Dell  Computer's  Michael 
Dell.  He  is  by  no  means  the  rich- 
est on  the  list,  but  the  company 
he  has  built  is  shaking  the  com- 
puter industry  to  its  core. 

Sixty  of  the  Global  200,  30%, 
are  Americans — roughly  in  line 
with  the  U.S.'  26%  share  of  the 
world's  gross  economic  product. 
Asia  accounts  for  56  names  on  the 
list,  a  reflection  of  the  dynamism  in  Asia 
in  the  1990s.  Only  44  call  Europe  home, 
a  comment  on  that  region's  declining 
economic  status.  Their  fortunes  were 
valued  using  stock  prices  from  early  June. 

From  the  Global  200  Forbes  edi- 
tors have  highlighted  ten  who  we 
think  are  the  most  creative  and  suc- 
cessful— though  again  not  neces- 
sarily the  wealthiest — businesspeople 
in  the  world  today.  They  appear  start- 
ing on  the  right.  The  choices  are,  of 
course,  somewhat  subjective,  but  in  busi- 
ness as  in  everything  else  you  can't  judge 
an  entrepreneur's  importance  simply  by 
the  size  of  the  pile  he  has  made.  In  places 
like  India  or  Eastern  Europe  someone 
who  has  put  together  a  $250  million  for- 
tune is  probably  worth  knowing  as  much 
as  your  average  American  billionaire  is. 
We  address  this  problem  by  including  27 
"heavy  hitters" — men  (yes,  they're  all 
men)  who  aren't  yet  worth  a  billion,  but 
who  nonetheless  wield  outsize  influence 
in  their  countries. 

Do  you  want  to  know  more  about  the 
superrich  in  the  issue,  plus  several  indi- 
viduals who  for  one  reason  or  another 
barely  missed  inclusion  in  these  pages? 
Check  out  The  Digital  Tool,  Forbes' 
new  Web  site.  Among  the  features  is  a 
search  engine  that  allows  you  to  parse 

(continued  on  p.  103) 
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WILLIAM  H.  GATES  I 

U.S. 

Net  worth:  $36.4 
billion 

Like  Alexander  the 
Great,  Gates,  41,  is 
looking  for  new 
worlds  to  conquer, 
this  time  in  the  con- 
vergence of  the  person 
1    computer  and  the  TV 
set.  In  April  Microsoft 
paid  $425  million  for 
WebTV,  which  delivers  th 
Internet  to  TV.  In  June  it 
bought  11.5%  of  Comcast, 
the  U.S.1  fourth-largest  cabl 
operator.  Investors  seem  con- 
vinced that  new  successes  lie 
ahead.  Since  last  summer 
Microsoft's  market  capitaliza- 
tion has  jumped  119%,  to 
$158  billion,  swelling 
Gates'  net  worth  by 
$18  billion. 


■  ■  va  cuitir 


HONGKONG 

Net  worth:  $11  billion 

He  began  by  making 
plastic  flowers  for  a 
living  and  now  controls 
four  property,  retail  and 
infrastructure  companies 
with  a  combined  market 
cap  of  $70  billion — some 
13%  of  the  Hong  Kong 
stock  market.  He's 
invested  in  Canadian 
Imperial  Bank  of  Com- 
merce and  Vancouver-^ • 
waterfront  property.  It's 
been  rumored  that  he's 
interested  in  converting 
a  former  Navy  base  in 
San  Francisco  into  a 
tourist  mecca. 


m  m 
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ROBERT  KUOK 


MALAYSIA  Net  worth:  $7  billion 

Urbane  and  smart,  he 
operates  quietly  but  with 
ease  across  national 
boundaries  (see  cover 
story,  p.  90) .  He  is  one  of 
very  few  Chinese  to 
build  a  truly  multina- 
ional  empire^ps  luxury 
Shangri-LaJjBKls  group 
is  his  most  visible  busi- 
ness; bewpa  that  he  has 
huge  shareholdings  in 
real  estate  and  media 
mpanies,  in  sugar  and 
a  Coca-Cola  bottling 
ichise  in  China  with 
st  potential. 


CARLOS  SUM 
MEXICO  Net  wor 

Latin  America 


5 


Latin  America's  richest  man  owns  the 
majority  of  $111.7  billion  (market  capi- 
talization) conglomerate  Grupo  Carso, 
which  bought  control  of  Sears  Roe- 
buck de  Mexico  in  April.  Through 
Carso  Global  Telecom  he 
controls  phone  giant  Telefonos 
Mexico.  Slim,  57,  has  the  world's 
largest  private  collection  of  Auguste 
Rodin  sculptures. 


Morgan  means  more  focu^ 


More  rigorous  investment  management 
aimed  at  superior  returns  over  time 


private   clients    •    defined  benefit    •    defined  contribution    •    mutual  funds 


)ii  consistent  performance 


J. P.  Morgan  Investment  has  earned  the  trust  of  institutional  and  individual  clients 
worldwide  by  adhering  to  a  strategy  of  delivering  consistent  returns  over  time. 
Our  approach?  A  proven  investment  process,  a  fiduciary  mind-set,  and  more. 

More  commitment  to  capturing  new  opportunities  and  developing  new  strategies 
across  asset  classes,  instruments,  and  currencies.  More  proprietary  research  -  and 
more  analysts  around  the  world  -  to  provide  our  clients  with  a  real  information 
advantage.  And  more  ability  to  make  risks  visible,  understandable,  and  manageable. 

So  it's  no  wonder  that  J. P.  Morgan  Investment  is  the  only  asset  manager  ranked 
in  the  top  10  of  every  category  in  Pensions  &  Investments'  annual  U.S.  pension 
fund  survey.  Or  that  our  investment  expertise  extends  to  virtually  every  market 
around  the  world.  All  of  which  confirms  what  so  many  investors  already  know  - 
for  consistent  performance  over  time,  Morgan  means  more. 


J  P  Morgan 


sub-advisory     •    financial     advisors     •    endowments    and   fo  undations 

©1997  if,  Moroan  &  Co  Incorporated  J  P  Morgan  is  the  marketing  name  for  J  P  Morgan  &  Co  Incorporated,  J  P  Morgan  Investment  Management  Inc .  and  other  subsidiaries  worldwide 


GERMANY  Net  worth:  $3.6  billion 

He's  been  compared  to  Bill  Gates, 
but  Bill's  a  pussycat  by  comparison. 
In  just  five  years  Hopp,  57,  has 
conquered  Europe,  transforming 
business  software  upstart  SAP  into 
the  world's  number- four  software 
company,  with  $2.2  billion  in 
sales.  Last  year  he  endured  an 
insider  trading  scandal  and  a 
bitter  feud  with  one  of  sap's 
■    cofounders.  With  his  two  sons  he 
owns  26%  of  sap;  the  stock  is  up 
•    80%  since  last  year.  "Germans 
live  with  a  haunting  fear  that  we 
might  fail.  That  attitude  is  a 
clear  disadvantage^. 


BERNARD  ARNAULT 


FRANCE  Net  worth:  $3.1  billion 

As  economic  prosperity  and 
development  spread  world- 
wide, the  affluent  classes 
grow  relentlessly.  They  got  it, 
they  flaunt  it.  Enter  Arnault, 
48,  who  in  just  over  a 
decade,  has  built  one  of  the 
►rld's  largest 
luxury  goods 
conglomer- 
Ml^v  i  ate,  $6  bil- 
S^t£^  lion  (rev- 

m\ » v  v  v \'< '  **  1m  enues ) 

K&$$$ift&M  LVMH. 

Brands: 
Louis  Vuit- 
ton,,  Moet 
Hennessy, 
Givenchy,  Kenzo — 
and  more.  He  is  beautifully 
positioned  to  cash  in  on  the 
growth  of  conspicuous 
ton  sumption. 


B0R#BEREZ0VSK¥J 

^^HTNet  worth:  $3  billion 
Perhaps  the  most  powerful  man  in 

^Hssia,  financial  backer  and  adviser  to 
Boris  Yeltsin.  Mathematics  Ph.D.  by 
joining,  robber  baron  capitalist  by 
'choice,  he  owns  Russia's  largest  auto 
dealer,  controls  Aeroflot,  oil  giant  Sib- 
neft,  media  and  real  estate  businesses. 
Escaped  gangster  assassination  attempt 
1994.  Now  51,  he  was  appointed 
deputy  head  of  national  security 
Yeltsin's  reelection. 


the  data — you  can,  for  example,  ask  for 
the  subgroup  of  billionaires  under  age 
40  who  also  hold  M.B.A.  degrees. 
Also  available:  addresses  and  telephone 
and  fax  numbers  for  the  publicly 
owned  companies  that  are  the  source 
of  wealth  for  many  of  these  global 
plutocrats.  Try  Forbes  Digital  Tool  at 
http :  / / www.forbes .  com /tool /toolbox  / 
billionaires/index. asp.  m 


MASAYOSHI  SON 


JAPAN  Net  worth:  $3.5  billion 

Japan's  hottest  entrepreneur,  Son,  39,  established 
software  distributor  Softbank  in  1981,  made  it  num- 
ber one  and  took  it  public  in  1994.  He  owns  just 
under  half  of  the  $3.1  billion  (sales)  company. 
Among  his  U.S.  purchases:  Comdex  computer  shows 
and  Ziff-Davis  computer  magazines.  His  latest 
endeavor:  JSkyB,  an  upstart  Japanese  satellite  TV  ven- 
ture with  Rupert  Murdoch,  Sony  and  Fuji  TV. 
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U.S.  Net  worth:  $2.8  billion 

If  not  the  biggest,  certainly  the  world's  most 
visible  and  aggressive  media  baron.  Born  in 
Australia,  educated  in  England,  now  a  U.S. 
citizen,  he  has  pushed  his  News  Corp.  print, 
broadcast  and  film  empire  into  the  farthest 
corners  of  the  globe.  Murdoch,  66,  failed  to 
get  his  own  direct  broadcast  satellite  venture 
off  the  ground  in  the  U.S.,  but  setbacks 
seem  to  stimulate  him  to  new  efforts.  Cur- 
rendy  partnering  with  big  U.S.  cable  compa- 
nies and  creating  a  chain  of  sports  channels. 
Three  offspring  are  executives  in  compa- 
ny; his  wife,  Anna,  a  novelist,  is  active 
as  sounding  board. 


w 


a  work  of  art  it's  been  framed  and  mounted.  It's  an 


8-way  adjustable  seat  that  fits  yours  perfectly.  It's  beating 
a  teenager  at  anything.  It's  steering  wheel-mounted 
audio  ci^^r^  that-let  you  play  Beethoven's  entire 


Fifth  Sym 


do  absolut 


■ 


|ph  one  hand.  It's  taking  the  time  to 


|  i^s  knowing  you  could  buy 


M|*tc^3t's  the  Acura  RL. 


At  a  crossroads 

Asia  is  currently  a  mixed  bag,  Korea,  its  currency  soft 
and  computer  chip  prices  depressed,  saw  its  stock  market 
drop  35%,  paring  a  few  billions  from  the  net  worths  of 
Korea's  billionaires.  Japanf  meanwhile,  is  beginning  to 
'■' ■  show  signs  of  recovery  after 

Z''"  P  ]  1~      Sri  ap    vears  of  recession. 

I  :      China  continues  to  boom 
and  billions  pour  in,  mostly 
from  Overseas  Chinese  but 
(.  1      ,  from  Japan  as  well;  Japanese 

^^^^^^P^^jm  " '  Millionaires,  like  the  real  estate 

>i<r:  fi     /^p  |      jn  Southeast  Asia,  Indonesia 

ilptalBHBBBBB  §  and  Malaysia  chugged  along 

with  sturdy  8%  growth.  But  the 
Thai  stock  market  plunged  35%  as  bad  loans  piled  up  at 
the  country's  thinly  capitalized  banks  and  exports  fell — 
taking  several  Thai  fortunes  with  them. 

With  all  these  conflicting  currents,  the  world  economic 
spotlight  remains  on  Asia.  Will  Japan  successfully  deregu- 
late its  economy?  Will  the  Chinese  government  behave 
itself  in  Hong  Kong?  Can  China  continue  to  reconcile 
capitalist  economic  development  with  totalitarian  govern- 
ment? There  are  as  yet  no  answers  to  these  questions,  but 
upon  the  answers  depends  the  future  of  the  world. 

-Bernard  Condon  and  Justin  Doebei.k 

By  Bernard  Condon,  Justin  Doebele,  Naazneen  Karmali,  Kazumi 
Miyazawa,  Carrie  Shook,  Neil  Weinberg  and  Soo  Young  Yoon 


MOHAMAD  (BOB)  HASAN  (NEW) 


AUSTRALIA 


KERRY  PACKER 


Net  worth:  $2.4  billion 

Status:  Media  magnate 
in  competition  with 


Rupert  Murdoch's  local 
interests.  Holdings:  45 

of  Publishing  &  Broad- 
casting Ltd.,  with  inter- 
ests in  TV,  magazines 
and  newspapers.  Son 
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lames,  29,  is  managing 
director,  but  dad,  59, 
weighs  in  on  major  mat- 
ters. Also  owns  stakes  in 
casinos,  telecom  and 
large  cattle  farms.  Other 
interests:  Gambling. 
Recently  won  $7.5  mil- 
lion in  Las  Vegas  and 
tipped  the  dealer  $1.3 
million.  Suffered  a  mas- 
sive heart  attack  in  1990 
and  was  clinically  dead 
for  nearly  ten  minutes. 

FRANK  LOWY  (new) 
Net  worth:  $1.2  billion 

(see  p.  112) 


YUNG  (new) 
Net  worth:  $1.3  billion 

(set,  p.  107) 


HONG  KONG 


LEE  SHAU  KEE 


Net  worth:  $14.7  billion 

Status:  He  lives  in  one 


Net  worth:  $3  billion 

Status:  Motto  for  success:  "The  more  you  give,  the 
more  you  receive."  He's  given  advice  to  his  best 
friend,  Indonesian  President  Suharto,  for  over  30 
years  and,  in  return,  gets  control  or  a  share  of 
numerous  businesses.  Before  the  Busang/Bre-X 
gold  mine  deal  collapsed,  his  share  (for  which  he 
paid  nothing)  had  been  conservatively  pegged  at  $5 
billion.  Holdings:  Hasan  claims  stakes  in  300  compa- 
nies. Major  known  businesses  are  airlines,  timber, 
real  estate,  pulp,  banking,  trading,  media  and 
mining.  Other  interests:  Jogging,  swimming,  weekly 
golf  with  Suharto.  Owns  a  sports  magazine. 


pany,  Henderson  Land. 
"What  I  like  about 
Hong  Kong  is  there  are 
no  taxes  on  dividends," 
laughs  Lee,  68.  Hold- 
ings: 64%  of  Hender- 
son, which  has  kept  90% 
of  its  assets  in  Hong 
Kong  despite  the  hand- 
over. Other  interests: 
Golfing  with  fellow 
tycoon  Cheng  Yu-tung 
(see). 


of  the  colorless  apart- 
ment towers  he's  built 
throughout  Hong 
Kong,  even  though  he 
received  $340  million  in 
dividends  alone  last  year 
from  his  flagship  com- 


KWOK  BROTHERS 

Net  worth:  $12.3  billion 

Status:  No  relation  to 
Robert  Kuok  (see  cover 
story,  p.  90),  brothers 
Walter,  Thomas  and 
Raymond  Kwok — sons 
of  zipper-salesman- 
turned-property- 
tycoon — have  seen  their 
shares  in  Sun  Hung 
Kai  Properties,  Hong 


Kong's  largest  devel- 
oper, soar  as  values  in 
the  year  through  March 
rose  50%.  Committed 
earlier  this  year  to  a 
half-interest  in  a  $3.2 
billion  project  to  build 
4,000  flats  in  Hong 
Kong  over  five  years. 
Diversifying  into  infra- 
structure projects  and 
mobile  phones. 
Holdings:  Nearly  half 
of  Sun  Hung  Kai 
Properties. 
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NINA  WANG 


Net  worth:  $7  billion 

Status:  Alter  her  husband  disappeared  in  a  kidnapping 
in  1990,  this  miniskirted  sixtysomething  took  over  his 
Chinachem  real  estate  empire,  considered  the  largest 
private  landholder  in  Hong  Kong.  "People  cannot  cheat 
me,"  says  the  owner  of  some  200  buildings.  Advisers 
told  her  to  shift  assets  overseas  before  China  took  over. 
She  stayed,  watched  values  rise.  Other  interests: 
Shopping — a  Forbes  reporter  ran  into  her  trying  on 
miniskirts  in  Manhattan's  Saks  Fifth  Avenue;  walked  out 
with  six  loaded  shopping  bags. 


Net  worth:  $11  billion 

One  of  Forbes' 
top  ten 
entrepreneurs 
(see  p.  98) 

NINA  WANG  

Net  worth:  $7  billion 

(see  above) 

CHENG  YU-TUNG 
Net  worth:  $6.5  billion 


Status:  His  New  World 
Development  is  the 
largest  property  devel- 
oper on  the  mainland, 
save  the  government. 
Behind  his  desk  hangs  a 
photo  of  him  with  Chi- 
nese President  Jiang 
Zemin.  "If  you've  got 
good  connections  in  the 
world,  you  can  achieve 
things  smoothly,"  says 
Cheng,  71.  Holdings: 
34%  of  New  World. 
Sold  hotel  management 
company  to  Marriott 
recently  and  took 
family-owned  broker- 
age Tai  Fook  Group 
public.  Other  interests: 
Swimming,  Saturday 
golf.  "I  like  doing  busi- 
ness," he  says. 

STANLEY  HO  

Net  worth:  $2.8  billion 
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Status:  Now  75,  Ho 

started  out  trading  with 
the  Japanese  during 
World  War  II,  then  built 
STDM,  a  private  compa- 
ny that  holds  the  gam- 
bling monopoly  on 
Macau.  Gambling  rev- 
enues fell  last  year  with 
an  increase  in  gang  vio- 
lence in  the  colony  and 
worries  about  its  return 
to  Beijing  in  1999.  Hold- 
ings: An  estimated  30% 


LARRY  YUNG  (NEW) 


Net  worth:  $1.3  billion 

Status:  Astute  son  of  Communist 
China's  vice  president.  Runs  Citic 
Pacific,  Beijing's  overseas  invest- 
ment arm;  its  market  cap  up  from 
$143  million  to  $13  billion  in 
seven  years.  "Connections  are 
helpful,"  says  Yung,  "but  you 
can't  depend  on  them  alone." 
Holdings:  Yung,  55,  owns  18%  of 
Citic.  Other  interests:  Riding  to 
the  hounds  at  his  estate  in  Eng- 
land; racehorses — his  Mr.  Vitality 
wins  at  Hong  Kong's  racecourse. 


of  stdm.  Also  runs  Shun 
Tak  Holdings,  a  Hong 
Kong  ferry  operator  and 
real  estate  developer. 
Other  interests:  Low- 
stakes  bridge.  "I  don't 
like  to  gamble,"  he  once 
said. 

HENRY  FOK  

Net  worth:  $2.6  billion 

Status:  Powerful  mid- 
dleman between  Beijing 
and  Hong  Kong  who 
helped  pick  the  territo- 
ry's new  chief  executive, 
C.H.  Tung.  Got  his 
start  smuggling  goods 
into  China  during  the 
Korean  War. 
Holdings:  Some  25%  of 
stdm  casino  monopoly  in 
Macau,  with  Stanley  Ho 
(see),  and  claims  to  own 
more  than  200  Hong 
Kong  properties.  Look 


for  his  influence  to  wane 
as  Beijing  develops  ties  to 
richer,  more  powerful 
Hong  Kong  tycoons. 
Other  interests:  Tennis, 
and  schmoozing  on  a 
Chinese  island  he  hopes 
to  develop  into  a  rich 
Hong  Kong  suburb. 

SIR  ADRIAN  AND 
SIR  JOHN  SWIRE 
Net  worth:  $2.5  billion 

Status:  This  British 


107 


Asia 


KWEK  LENG  BENG 


Net  worth:  $5.8  billion 

Status:  Singapore- based  property  and  hotel  tycoon.  Co-owner 
with  Saudi  Frince  Alwaleed  Bin  Talal  (see)  of  New  York's  Plaza 
Hotel.  Unlike  some  Chinese  tycoons,  not  afraid  to  pick  non- 
Chinese  as  partners  in  business  deals.  Holdings:  Kwek,  56,  runs 
the  sprawling  Hong  Leong  group,  mainly  a  property  develop- 
er. Through  its  publicly  listed  CDL  Hotels,  owns  64  prime 
hotels  worldwide,  and  is  looking  for  more.  Other  interests: 
Likes  to  play  tennis  and  drive  exotic  sports  cars,  which  "relaxes 
the  mind,"  he  says. 


Net  worth:  $1.7  billion 

Status:  At  57,  runs  the  Charoen  Pokphand 
CP)  Group,  one  of  Asia's  largest  multina- 
tional companies.  Focused  on  agribusiness 
but  diversifying  into  other  industries,  CP  is 
the  world's  second-largest  producer  of 
chicken  broilers,  behind  Tyson  Foods.  CP 
Group  claims  to  be  largest  investor  in 
mainland  China.  Holdings:  Thailand's  eco- 
nomic woes  cut  family's  wealth  by  two- 
thirds  from  last  year.  One  very  hard  hit 
holding:  Orient  Telecom;  its  stock  down 
94%.  Other  interests:  Raises  Belgian  homing 
pigeons  and  Thai  fighting  cocks  as  a  hobby. 


family's  Hong  Kong 
conglomerate,  Swire 
Pacific,  solo  big  stakes 
in  its  Dragon  Aii  and 
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Cathay  Pacific  airlines 
to  Beijing-backed  com- 
panies at  discounts  last 
year — favors  that  may 
be  repaid  as  Swire 
expands  its  mainland 
China  ventures:  Coca- 
Cola,  Carlsberg  Beer 
and  Reebok  franchises. 
Holdings:  27%  of  Swire 
Pacific,  owned  through 
the  brothers'  London - 
based  Swires  Group. 


INDIA 


LAKSHMI  MITTAL 

AND  FAMILY  

Net  worth:  $1.9  billion 

Status:  Chairs  i.NM 
Group,  the  world's 
twelfth-largest  steel- 
maker (annual  output: 
10  million  tons).  Built 
firm  by  turning  around 
unprofitable  plants. 
Spending  $500  million 
to  upgrade  its  Mexican^ 


Caribbean,  Canadian 
and  Kazakhstan  plants. 
Holdings:  With  wife, 
Usha,  owns  all  of  the 
$6  billion  (assets) 
group. 

DHIRUBHAI  AMBANI 

AND  FAMILY  

Net  worth:  $1.2  billion 

Status:  A  small-time 
yarn  trader  with  a  high 
school  education,  he 
built  petrochemical 
powerhouse  Reliance 
Industries  into  India's 
most  profitable  com- 
pany. Holdings:  Some 
26%  of  Reliance  Indus- 


tries. Three  other 
Reliance  companies 
investing  in  power,  oil 
refining  and  telecom. 
At  64,  has  handed  con- 
trol to  his  sons  Mukesh 
and  Anil.  The  Ambani 
clan  live  together  on 
separate  floors  in  their 


group  in  1995,  when 
his  father  died  unex- 
pectedly. Birla  Group  is 
a  multinational  con- 
glomerate with  opera- 
tions in  14  countries. 
Holdings:  Owns  about 
one-third  of  the  37 
companies  in  the  $4.2 
billion  (sales)  group. 
Has  recendy  been  shift- 
ing assets  from  older 
businesses  into  power 


exclusive  south 
Bombay  high-rise. 

KUMAR  MANGALAM 

BIRLA  

Net  worth:  $1.2  billion 

Status:  This  29-year  old 
M.B.A.  took  over  the 
Aditya  Vikram  Birla 


Ancient  Playclub,  ca.  1700 


Hugh  Pbilp  Play  dub,  ca.  1820 


John  Allan  Playclub,  ca.  1880 


Tommy  Armour  Driver,  ca.  1950 


Taylor-Made  Metahe/ood,  ca.  1979 


Callaway  Big  Bertha,  ca.  1991 


Titanium  Burner  Bubble,  ca.  1996 


Similar  advances  in  portfolio  management 
help  avoid  the  hooks  and  slices  of  market  volatility. 


In  the  eternal  search  for  better  scores,  evolutions  in  golf  club 
design  have  given  players  better  control  of  their  shots.  The 
same  applies  in  portfolio  management.  Which  is  why  signi- 
ficant investors  rely  on  the  expertise  of  Union  Bank  of 
Switzerland.  UBS'  portfolio  management  team  provides 
clients  with  the  most  up-to-date  asset  allocation  techniques, 


supported  by  innovative  information  technology  and  com- 
munications systems,  and  in-depth  knowledge  of  global 
financial  markets.  If  you  have  substantial  assets  to  invest, 
call  Peter  E.  Guernsey,  Jr.  at  (212)  649-1075  or  Roger  Wacker 
at  (213)  489-0600.  Find  out  why  core  portfolios  managed 
by  UBS  have  meant  financial  security  for  generations. 


The  Private  Bank 

Union  Bank  of  Switzerland 


Union  Bank  of  Switzerland,  1345  Avenue  of  the  Americas,  New  York,  NY10105.  Telephone:  (212)  649-7300.  Union  Bank  of  Switzerland,  444  South  Flower  Street,  Los  Angeles,  CA  90071. 
Telephone:  (213)  489-0600.  Other  offices  of  Union  Bank  of  Switzerland  and  its  affiliates  in  North  America:  Chicago,  Houston,  San  Francisco,  Toronto,  Montreal. 


UBS 


Asia 


and  telecom  projects. 
Other  interests:  Collects 
contemporary  Indian 
art,  is  a  voracious 
reader  of  management 
literature. 

API  GODREJ  AND  FAMILY 
Net  worth:  $1.2  billion 

(see  p.  112) 

WONOWIDJOJO  FAMILY 
Net  worth:  $7.3  billion 

Status:  Runs  Gudang 
Garam,  the  country's 
leading  producer  of 
kretek  clove  cigarettes. 
Holdings:  80%-plus  of 
listed  Gudang  Garam, 
which  produces  over 
68  billion  kreteks  a 
year.  Rachman  Halim, 
50,  eldest  son  of  the 
late  founder,  Surya 
Wonowidjojo,  now 
heads  company,  but  is 
the  only  one  of  six  sib- 
lings who  abandoned 
the  Wonowidjojo 
name. 


EKA  TJEPTA  WIDJAJA 


Net  worth:  $5.4  billion 

Status:  At  73,  controls 
Sinar  Mas  Group,  the 
country's  second-largest 
conglomerate.  Holdings: 
Sinar  Mas'  Asia  Pulp  & 


Paper,  listed  on  the 
New  York  Stock 
Exchange,  is  largest 
paper  firm  in  the  coun- 
try. Other  companies  in 
the  group  are  involved 
in  real  estate,  finance 
and  agribusiness.  Other 
interests:  Two  official 
wives,  though  rumored 


Double  exposure 


To  the  POLITICAL  BOSSES  in  Beijing,  Hong 
Kong  billionaire  Henry  Fok  is  "the  capital- 
ist patriot'":  During  the  Korean  War  he 
helped  smuggle  tires  and  drugs  into  China 
in  defiance  of  a  U.N.  embargo.  Forbes 
asked  for  an  interview  with  the  Com- 
munists' favorite  capitalist,  and  he  met  me 
atop  a  temple  he  had  built  in  Nansha,  Chi- 
na, one  hour's  boat  ride  from  Hong  Kong. 
He  shook  my  hand  and  pointed  to  a  nar- 
rowing in  the  Pearl  River,  where  the  Chi- 
nese had  repelled  a  British  frigate  during 
the  so-called  Opium  War  150  years  ago. 
"We  won  the  battle,  but  we  lost  the  war," 
he  said.  That  was  the  interview.  Off  he 
went  in  a  caravan  of  Mercedes  and  four- 
by- fours  to  a  meeting  with  local 
Communists. 

A  second,  equally  staged,  interview  in  the 
1  windswept  spot  produced  dus  gem: 
>ld  countries  go  down — like  India, 
n  Britain — they  never  come  up 
agu..  ok.  "But  China  will  come  up 

again.  -Bernard  Condon 


to  have  more.  Likes 
flashy  accessories 
encrusted  with 
diamonds.  Collects 
paintings. 

LIEM  SIOE  LIONG 

Net  worth:  $4  billion 

Status:  Mr.  Indonesia, 
Inc.  Scion  of  an 
Indonesian  Chinese 
merchant  clan,  he  lever- 
aged position  as  Presi- 
dent Suharto's  long- 
time business  partner  to 
become  head  of  the 
Salim  Group.  Third 
son,  Anthony  Salim, 
47,  is  his  heir  apparent. 


no 


Holdings:  His  Rank 
Central  Asia  this  year 
surpassed  government's 
own  Bank  Negara  to 
become  country's 
largest,  with  $15  billion 
assets.  Also  launching 
$300  million  project 
with  France's  Lyon- 
naise  des  Eaux  to 
upgrade  Jakarta's 
decrepit  municipal 
water  system.  Other 
interests:  Fitness  fanat- 
ic, gourmet. 

MOHAMAD  (BOB)  HASAN 

(new)  

Net  worth:  $3  billion 

(seep.  106) 

PUTERA  SAMPOERNA 

Net  worth:  $2.3  billion 

Status:  Maker  of  the 
kretek  clove  cigarette 
stumbled  this  year: 
Stock  of  his  company, 
H.M.  Sampoerna,  fell 
28%  as  profits  came  in 
below  expectations. 


Andres  Soriano  III, 
46.  Philippines. 
Heads  San  Miguel 
Corp.,  a  $3.2  bil- 
lion (sales)  food 
and  beverage  com- 
pany. This  year 
swapped  profitable 
soft-drink  line  for 
stake  in  Coca-Cola 
Amatil,  the  Aus- 
tralian-based Coke 
bottler  for  much  of 
Asia.  Net  worth 
$180  million. 


Yasumitsu  Shigeta,  32.  Japan.  A  college 
dropout,  he  set  uHrtikari  Tsushin  nine 
years  ago  to  sell  cellular  phone  handsets  an< 
subscriptions.  Its  3Q0  HH  shops  are  now 
Japan's  leading  vendors  of  wireless  phones. 
Net  worth:  $650  million. 


Stan  Shih,  53.  Taiwan.  Built 
Taiwan's  first  global  high-tech 
firm — Acer  Inc. — top  PC  seller  in 
13  countries.  Wants  to  create 
the  world' s_,first  fully  decentral- 
ized n^ttjppational  by  spinning 
off  21  Acer  operajtj^g  companies 
into- separate  operations,  each 
with  its  own  shareholders  and 
management. 
Slet  worth:  $320  million. 


si*  m  i  w  i  iut  i » a  »n  w  ■ 
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Asia 


FRANK  LOWY  (NEW) 


Net  worth:  $1.2  billion 

Status:  Czech-born,  immigrated  to 
Australia  at  22,  worked  his  way 
from  delivery  van  driver  to  glob;': 
shopping-mall  tycoon.  Holdings: 
44%  of  Sydney-listed  West'  eld 
Holdings  Ltd.,  with  68  shopping 
centers  in  Australia,  the  U.S., 
Malaysia  and  New  Zealand.  Took 
Westfield's  U.S.  arm  public  on  the 
NYSE  last  May,  raising  $333  million. 
Now  66,  lives  in  an  $8  million  har- 
borfront  mansion  in  Sydney.  Three 
sons  also  work  in  the  firm. 


'♦i.;.  i 


ADI  GODREJ  AND  FAMILY  (NEW) 


MOCHTAR  RIADY 
AND  FAMILY 


Net  worth:  $1.8  billion 

(seep.  114) 


JAPAN 


YOSHIAKI TSUTSUMI 

Net  worth:  $8  billion 

Status:  This  63-year- 
old  was  once  the 
world's  richest  busi- 
nessman, but  Japan's 
property  bust  has 
knocked  Tsutsumi's 
fortune  to  less  than  half 
our  1987  estimate. 


Net  worth:  $1.2  billion 

Status:  Privately  held  Godrej  group — a  household  name  in  India  for 
soaps,  refrigerators  and  office  equipment — has  joined  with  foreign  part- 
ners GE,  Sara  Lee  and  Grand  Met.  Last  year  he  broke  off  an  alliance  with 
Procter  &  Gamble  and  turned  down  GE's  request  for  a  higher  stake  in 
their  deal;  in  his  joint  venturing  Godrej  is  determined  to  be  boss.  Hold- 
ings: Family  owns  at  least  49%  of  their  28  companies,  2  of  which  (Godrej 
Foods  and  Godrej  Soaps)  are  exchange -listed.  Biggest  asset:  3,000  acres 
in  suburban  Bombay  worth  at  least  $850  million.  Other  interests:  Horse- 
back riding,  waterskiing.  Lives  in  a  Bombay  beachfront  house  decorated 
by  wife,  Parmesh.  Sponsored  the  last  Miss  World  contest. 


Holdings:  At  least  40%  of 
private  Kokudo,  which 
controls  49%  of  publicly 
listed  Seibu  Railway 
(railways,  property 
development,  etc.); 
Prince  hotel  and  resort 
chain;  numerous  other 
properties.  Other  inter- 
ests: Golf,  skiing — he's 
chairman  of  the  Ski 
Association  of  Japan. 


Holdings:  Majority  of  $1 
billion  (sales)  H.M. 
Sampoerna,  which  plans 
to  push  into  untapped 
markets  like  Malaysia, 
the  Philippines  and 
Vietnam.  Other 
interests:  Fighting  the 
antismoking  lobby; 
second  home  in 
Singapore. 
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MINORU  AND 
AKIRA  MORI 


Net  worth:  $5.7  billion 

Status:  Tokyo's  preemi- 
nent commercial  land- 
lords are  now  targeting 
China;  the  Mori  broth- 
ers' joint  venture  Shang- 
hai World  Financial 
Center  will  be  world's 
tallest  building.  Holdings: 
60  mainly  Tokyo  office 
and  residential  buildings, 
some  acquired  by  their 
late  father,  Taikichiro, 
shortly  after  World  War 
II.  Other  interests: 


of  Takefuji,  which  67- 
year-old  Takei  took 
public  last  August, 
creating  Japan's  most 
valuable  over-the- 
counter-traded  com- 
pany. With  528 
branches  and  $9  bil- 
lion in  loans  outstand- 
ing, Takefuji  earned 


Minora,  62,  and  Akira, 
61,  avid  players  of  goh 
(Japanese-style  chess),  as 
well  as  golf. 

YASUQ  TAKEI  

Net  worth:  $5.2  billion 

Status:  Still  the  king  of 
Japan's  high-interest- 
charging  consumer 
lenders.  Holdings: 
Takei  familv  owns  74% 


$490  million  in  the 
year  through  March. 
Other  interests:  The- 
ater, movies,  golf. 
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TEMPLETON  FOREIGN  FUND 


Invest  In  International 
Growth  Before  It's  Grown 


Cumulative  Total  Returns* 

Average  Annual  Total  Returns' 

10 -Year 

5 -Year 

10 -Year 

5-Year 

1-Year 

236.9% 

73.8% 

12.9% 

1 1 .7% 

9.9% 

■  In  today's  global  economy,  many  investors  are 
recognizing  the  significant  opportunity  presented 
by  foreign  securities.  Since  1982,  the  Templeton 
Foreign  Fund  has  invested  in  securities  issued  by 
companies  and  governments  outside  the  United 
States.  The  fund  offers: 

Long-term  Capital  Growth  Potential 
International  Diversification 
Professional  Management 

m  While  the  fund's  diversified  portfolio  can  help 
reduce  risk,  there  are  special  risks  inherent  in 
foreign  investing,  including  currency  fluctuation 
and  political  uncertainty.  Mail  in  the  postage- 
paid  card  or  call  Templeton  today. 

Performance  figures  shown  pertain  only  to  Class  I  shares  of  the  fund.  The  fund  offers 
other  share  classes,  which  are  subject  to  different  fees  and  expenses  which  will  affect 
their  performance.  Please  see  the  prospectus  for  more  information. 
Cumulative  total  returns  show  the  percent  change  in  value  of  an  investment  and 
average  annual  total  returns  represent  the  average  annual  increase  in  value  of  an  invest- 
ment over  the  indicated  periods,  ended  3/3 1  /97.AH  calculations  have  been  restated 
to  reflect  the  current  mavimiim  5.75%  initial  sales  charge 
and  assume  reinvestment  of  dividends  and  capital  gains  at 
net  asset  value.  Such  restatement  may  change  actual  total 
returns.  Effective  January  1,  1993,  the  fund  implemented 
a  Rule  1 2b- 1  plan,  which  affects  subsequent  performance. 
Investment  return  and  principal  value  will  fluctuate  so  that 
your  shares,  when  redeemed,  may  be  north  more  or  less  than 
their  original  cost.  Past  performance  does  not  guarantee 
future  results. 


Franklin  Templeton  Distributors,  Inc. 

Mark  Holowesko,  Chief  Investment  Officer, 
Templeton  Global  Equity  Research 


Call  1 -800-342-FUND  Ext.  T272 


YES!  I  would  like  a  free  prospectus  containing  more  complete  information  on  the 
Templeton  Foreign  Fund,  including  sales  charges,  expenses  and  risks.  I  will  read  i 
carefully  before  I  invest  or  send  money. 
□  I  am  currently  a  Templeton  shareholder. 

Name   

Address 


FOB7/97 
T272 


Tfempleton 

A  WORLDWIDE 


City/State/Zip 


Daytime  Phone 


A  Member  of  the  Franklin  Templeton  Group,  Serving 


—  700    Central  Avenue 

St.  Petersburg,  FL  33701-3628 

Investors  for  Over  SO  Years 


MOCHTAR  RIADY  AND  FAMILY 
Net  worth:  $1.8  billion 

Status:  Bill  and  Hillary 
Clinton  made  his  Lippo 
Group  a  household  name 
in  the  U.S.  this  year  via 
the  Asiagate  campaign 
contributions  scandal,  but 
the  publicity  probably 
enhanced  xMochtar's 
standing  at  home.  Lippo's 
interests  range  from  prop- 
erty to  banking  to  data 
processing.  Other  interests: 
Mochtar  and  his  wife, 
Suryawaty,  are  devout 
evangelical  Christians, 
leading  Lippo  employees 
to  Israel  for  baptisms  in 
the  River  Jordan. 


MASATOSHI ITO 


Net  worth:  $4.3  billion 

Status:  His  Ito- 
Yokado  is  now 
Japan's  second-largest 
general  merchandise 
retail  group,  with  $26 
billion  in  revenues 
last  year.  Holdings:  Ito, 
73,  owns  15%  of  Ito- 
Yokado,  which  has 


64%  of"  Dallas-based 
Southland  Corp., 
owner  of  7-Eleven 
chain.  In  1974  Ito- 
controlled  7-Eleven 
Japan  (publicly  traded 
in  Japan)  introduced 
Japanese  consumers 
to  convenience 
stores.  Other  interests: 
Touring  galleries;  Ito 
family  foundation 
supports  research  on 
Japanese  culture. 

114 


next  year,  It  will  house 
life-size  reproductions 
of  masterworks  such  as 
the  Mona  Lisa. 

KENSHIN  OSHIMA 
Net  worth:  $1.7  billion 

Status:  No  believer  in 
Japan's  lifetime  employ- 
ment system,  this  49- 
year-old  hustler  quit 
prestigious  Mitsui  & 
Co.  and  soon  joined 
Kazuo  Matsuda's 
Nichiei  Co.,  a  lender  to 


Net  worth:  $3.5  billion 

One  of  Forbes'  top  ten 
entrepreneurs,  (see p.  103) 

KAZUO  MATSUDA 
Net  worth:  $2.7  billion 

Status:  Japan's  top 
small-business  loan  spe- 
cialist. After  years  as  a 
commercial  banker, 
Matsuda,  now  74,  set 
up  Nichiei  Co.  in  1970 
to  help  finance  startups 
without  much  collateral. 
Nichiei's  success 
spawned  a  Tokyo  rival, 
Shohkoh  Fund,  found 
ed  by  former  employee 
and  fellow  billionaire 
Kenshin  Oshima  (see). 
Holdings:  55%  of  pub- 
licly listed  Nichiei.  Other 
interests:  Organic  gar- 
dening, as  son  Ryuichi, 
44,  prepares  to  take 
reins. 

MASAHiTO  OTSUKA 
Net  worth:  $2.5  billion 

Status:  Patriarch  of  $8.2 
billion  (sales)  Otsuka 
Pharmaceutical  Group, 
one  of  Japan's  leading 
drug  and  beverage 
makers.  Holdings: 
Otsuka,  80  .  and  his 
family  own  about  20% 
of  the  privately  held 
parent  company,  Otsuka 
Pharmaceutical.  Other 


interests:  Plans  to  com- 
plete Otsuka  Interna- 
tional Museum  in 
Tokushima,  near  Kobe, 


small  business  (see 
above),  then  went  out 
on  his  own.  Holdings: 
67%  of  publicly  traded, 
very  profitable  Shohkoh 
Fund.  Other  interests: 
Recently  launched  car 
leasing  and  real  estate 
assessment  companies; 
plays  tennis  and  squash. 

TAKEMITSU  TAKIZAKI 
Net  worth:  $1.5  billion 

Status:  His  Keyence 
Corp.  is  one  of  Japan's 
lesser-known  technolo- 
gy success  stories.  With 
a  sharp  focus  on 
research  and  develop- 
ment and  little  manu- 
facturing of  its  own, 
Keyence  markets  sensors 
to  measure  items  rolling 
down  factory  assembly 
lines;  pretax  margins 
exceeded  40%  last  year. 
Holdings:  28%  of  pub- 
licly traded  Keyence, 


At  home  with  Bob  Hasan 


At  his  2. 5 -acre  estate  in  Jakarta's  exclusive  Kebayoran  Baru 
neighborhood  Mohamad  (Bob)  Hasan  answers  the  door  himself. 
His  English  is  flawless,  despite  the  fact  that  the  66-year-old  never 
attended  school.  "I  got  my 
education  reading  comic 
books,"  he  jokes. 

He  got  his  fortune  in 
good  part  by  being  close  to 
Indonesia's  President/dic- 
tator  Suharto.  We  ask  a 
routine  question:  How 
much  money  do  you  con- 
trol? "$1  billion  or  more." 
Not  $20  billion?  "I  don't 
know,  maybe." 

He  opens  up,  though, 
when  talk  turns  to  the 
timber  trade,  where  he 
heads  a  powerful  industry 
association.  Despite  his 
imprecision  when  ques- 
tioned about  his  personal 
wealth,  this  guy  is  a  whiz 
with  numbers.  He  reels  off 
figures  for  minimum  cut- 
ting requirements  (50  cen- 
timeters), length  of  conces- 
sions (20  years),  concession 
owners  (535). 

-Justin  Doebele 
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cWhats  getting  in  the  voay  of  other  hotels 
pntting  a  telescope  in  every  room? 


Brick  Walls.  Air  vents.  Internal  courtyards.  No  guest  in  our  hotel 

will  ever  face  one  of  these.  That's  because  none 
of  our  rooms  do.  In  fact,  we're  so  proud  of  our  Central  Park  and 
Manhattan  skyline  views,  every  room  features  a  telescope. 
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NEW  YORK'S   NEW   STANDARD    FOR   LUXURY   AND  PRIVACY. 

One  Central  Park  West,  New  York,  N  Y.  10023  •  Phone  2 1  2-299-1 000  •   Fax  2 1 2-299- 1 058 
For  reservations  call  1-800-323-7500  or  contact  your  travel  professional. 


ADVERTISEMENT 


echnology 

that  travels 

In  business,  connections  are  everything. 

And  now,  as  business  travelers  circle  the  globe, 
the  best  possible  connections  are  electronic  ones  — 
those  that  enable  employees  to  work  fast  and 
efficiently  via  phone,  computer  and  fax  from  nearly 
anywhere  in  the  world. 

But  what's  easily  acceptable  and  routine  in  the 
U.S.  —  like  touch-tone  dialing,  alpha  keypads,  stan- 
dard dial  tones  and  network  prompts  —  aren't  nearly 
as  familiar  in  many  international  locations.  Calling 
protocols  are  sometimes  so  complex  that  even 
attempts  to  dial  into  e-mail  may  be  thwarted  by 
strange 


will  be  protected  against  unauthorized  usage 
—  and  it  can  be  used  from  hotel  and  pay 
phones,  client  offices  and  airports  —  at 
favorable  AT&T  rates  billed  directly  to  the 
corporate  account. 
Nor  do  travelers  need  to  worry  if  they  don't 
speak  the  language  of  the  country  they  happen  to 
be  in,  because  English-speaking  AT&T  operators 
are  available  24  hours  a  day  to  assist  in  placing 
calls  to  the  U.S.  or  other  international  locations. 
AT&T  Teleconference  Service  lets  travelers  set 
up  conference  calls  from  virtually  anywhere  in  the 
world  and  bill  the  call  to  the  corporate  card.  Travelers 
can  also  participate  in  conference  calls  originated  by 
others,  so  there's  never  any  reason  to  miss  a  meeting. 

Today,  laptop  computers  are  vital  to  a  traveler's 
existence,  providing  a  critical  link  to  the  home  office 
and  the  customer.  AT&T 


i e  n e eds  of. today's 5  i international 

'      business  travelers  are  clear: 

ess  complexity  and  greater 

.    communications  power. 


pauses 
and  tones. 
Not  to 
mention 
the  need 
to  under- 
stand dif- 
ferent languages,  currencies  and  time  zones. 

AT&T  can  help  business  travelers  manage  these 
complexities,  making  it  easier  to  dial  to  and  from 
more  places  than  any  other  communications  company. 

Through  its  International  Business  Traveler 
Solutions,  AT&T  offers  a  broad  line  of  technology 
services  that  enable  employees  to  stay  productive 
through  a  virtual  office,  no  matter  where  they  land. 
In  today's  global  business  environment,  an  executive 
might  be  at  a  Lisbon  hotel  when  the  home  office  in 
New  York  needs  a  pricing  report  for  a  client  —  a 
report  that's  on  a  LAN  in  the  Brussels  office.  With  the 
right  connections  —  and  a  laptop  —  the  report  can 
be  retrieved  and  forwarded  in  minutes. 

AT&T's  communications  tools  enable  traveling 
employees  to  stay  connected  so  that  work  doesn't 
stop  just  because  they're  halfway  around  the  world. 
So  that  timeliness  isn't  compromised,  and  customers 
aren't  ignored.  Deals  aren't  lost  because  key  players 
can't  be  reached.  With  voice  messaging  service, 
messages  can  be  recorded  and  delivered,  ready  and 
waiting  for  retrieval  at  the  customer's  convenience  — 
no  matter  what  the  time  zone. 

Using  the  AT&T  Corporate  Calling  Card  and 
AT&TDireci       "/ice,  traveling  employees  can  reach 
more  than  200  coui  -ries  with  remarkable  ease,  allowing 
them  to  set  and    -f:tain  the  same  high-productivity 
goals  they  achu  me.  Along  with  accessibility, 

the  calling  card  \       de  assurance  that  their  account 


comes 
to  the 
traveler's 


  rescue 

with  Laptop  Access 
Software,  which  means 
busy  executives  don't 
need  to  fuss  with  dialing  codes  because  they're  already 
preprogrammed  in  the  software.  E-mail  and  Internet 
connections  are  easily  accessible  so  travelers 
can  send  and  retrieve  documents,  reports  and 
spreadsheets.  They  can  even  handle  contract  revi- 
sions on  the  spot  and  e-mail  the  changes  for  legal 
approval. 

To  keep  pace  with  the  ever-evolving  global 
marketplace,  AT&T  has  developed  a  business  traveler 
Web  site  (http://www.att.com/business_traveler/). 
Here,  travelers  can  help  prepare  for  their  business 
trips  by  looking  up  the  codes  for  the  countries  they 
plan  to  visit  and  reviewing  dialing  instructions.  They 
can  also  download  the  latest  updates  for  their  AT&T 
Laptop  Access  Software  —  and  even  print  out  a 
copy  of  a  touch-tone  keypad  so  they  won't  have  to 
guess  which  letters  go  with  which  numbers  when 
trying  to  dial  from  unfamiliar  phones. 

"Finding  your  way  through  the  intricacies  of  inter- 
national calling  can  be  confusing.  I  know.  I  traveled 
extensively  throughout  the  Asia  Pacific  region  for 
years,"  observes  Mark  Cardwell,  AT&T  International 
Network  Services  Vice  President.  "Helping  business 
travelers  manage  these  complexities  is  what's  behind 
our  International  Business  Traveler  Solutions." 

Connectivity.  Productivity.  It's  all  within  your  reach. 


Lynn  Morrissey  is  a  New  York-based  journalist  specializing  in  business 
and  technology  topics. 


W   I  I 


your 


reach 


Sponsored    by  AT&T. 


It's      all      within      your  reach. 


For  more  information  about  AT&T  Web  Site  Services,  visit  us  at  www.att.com/business/internet/  or  call  I  800  598-9283. 


Asia 


which  founder  Takizaki, 
52,  shares  with  immedi- 
ate family. 

DEN  FUJITA  

Net  worth:  $1.3  billion 

Status:  Since  meeting 
McDonald's  founder 
Ray  Kroc  nearly  three 
decades  ago,  Fujita,  71, 


has  expanded  McDon- 
ald's Co.  (Japan)  into 
the  nation's  biggest 
restaurant  chain,  with 
2,100  outlets — rising 
to  5,000  by  2001,  says 
Fujita.  Has  also  helped 
bring  Toys  "R"  Us  and 
Blockbuster  Entertain- 
ment to  Japan.  Hold- 
ings: With  McDon- 
ald's, he's  an  equal 
partner  in  $2.6  billion 
(1996  sales)  McDon- 
ald's Co.  (Japan).  Other 
interests:  Reading 
ancient  history. 

YASUYUKI  NAMBU 
Net  worth:  $1.2  billion 

Status:  He's  just  45,  but 
his  $1.2  billion  revenues 
Pasona  Group  is  Japan's 
top  employment  agency. 
A  critic  of  Japan's  regu- 
lated markets,  Nambu 
has  set  up  companies 


selling  discount  imports 
ranging  from  cosmetics 
to  luxury  autos.  Hold- 
ings: With  his  family, 
holds  majority  of 
Pasona  Group.  Other 
interests:  Tennis, 
oil  painting,  making 
pottery. 

MASARJMI  MIYAMOTO 
Net  worth:  $1.2  billion 

Status:  Another  of 
Japan's  young  computer 
billionaires.  Square  Co., 
the  computer  game 
software  company  he 
started  in  1986,  age  29, 
turned  out  several 
blockbusters  for  Nin- 
tendo game  players, 
then  defected  last  year 
to  Sony's  PlayStation 
platform.  Holdings: 
Although  Miyamoto  left 
Square  several  years  ago, 
he  still  owns  65%.  In 
May  purchased  80%  of 
over-the-counter- traded 
golf  game  software 
company  T&E  Soft  Inc. 
Reportedly  has  invested 
in  about  ten  other  soft- 
ware firms,  possibly 
with  intent  to  merge 
them. 

SHOICHIRO  TOYODA 
Net  worth:  $1.2  billion 

Status:  At  age  72,  this 
grandson  of  Toyota 
Motor  Co.'s  founder  is 
still  going  strong  as 
chairman  of  both 
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Toyota  and  the  Japanese 
Fedeiv.r.  n  of  Economic 
Organizations  (Keidan- 
ren),  Japan's  top  busi- 
ness associ:  tion.  Hold- 
ings: The  i      >da  family 
owns  an  es      ited  1%  of 


Toyota  Motor,  which 
netted  $3  billion  in  the 
year  through  March,  up 
50%,  on  revenues  of 
nearly  $100  billion. 
Other  interests:  Golf. 

HIROSHI  YAMAUCHI 
Net  worth:  $1.2  billion 

Status:  His  Nintendo 
took  a  hit  last  year  when 
Square  switched  to 
Sony's  PlayStation  plat- 
form (sec  Masafumi 


Miyamoto).  But 
Yamauchi,  69,  has 
fought  back  with  Nin- 
tendo's new  64-bit 
game  player.  Holdings: 
11%  of  Nintendo  and 
an  estimated  60%  of 
Major  League  Baseball's 
Seattle  Mariners.  Other 
interests:  Goh, 
the  Japanese-style 
chess  game. 


KOREA 


CHUNG  JU-YUNG 

AND  FAMILY  

Net  worth:  $5.2  billion 

Status:  Founder  and 
honorary  chairman  of 
Hyundai  Group,  auto 
manufacturing,  ship- 
building, finance. 


No  tax  reform,  please 

Lee  Shau  Kee,  Asia's  richest  businessman, 
has  been  gripping  a  sheet  of  paper  in  both 
hands  for  an  hour  now,  reading  from 
notes  he's  scribbled  in  preparation  for  an 
interview  with  Forbes.  He's  ready  with 
answers: 

Hong  Kong  property  prices?  No  more 
dramatic  increases. 

His  secret  to  success?  Trust  in  the 
magic  of  compounding. 

But  even  the  steadiest  compounding 
gets  heavily  eroded  by  taxes.  Lee  lifts  his 
head  from  the  paper,  a  smile  breaking 
over  his  face:  "What  I  like  about  Hong 
Kong  is  there  are  no  taxes  on  dividends." 

Now  he's  on  a  favorite  topic:  govern- 
ment exactions.  "In  1967  I  visited  other 
countries  to  decide  whether  it  would  be 
better  to  do  business  elsewhere,"  he  says. 
China  was  suffering  the  horrors  of  Mao's 
Cultural  Revolution,  and  a  takeover  of 
Hong  Kong  seemed  imminent.  But  in  the 
end  Lee  decided  to  leave  most  of  his 
money  right  where  it  was.  "Elsewhere  the 
taxes  were  too  high.  You  couldn't  snow- 
ball your  profits."      -Bernard  Condon 


Hyundai  Electronics  is 
currently  building 
world's  largest  semi- 
conductor plant,  in 
Oregon.  Holdings: 
Family  owns  the  majori- 
ty of  $75  billion  (1995 
sales)  Hyundai  Group. 
Net  worth  dropped 
over  $700  million  since 
last  year  due  to  a  weaker 
Korean  won.  Other  inter- 
ests: Ran  for  president 
in  1992;  talks  of  spend- 
ing retirement  farming. 
Eldest  surviving  son, 
Chung  Mong-koo,  now 
chairman  of  the  group. 

LEE  KUN-HEE 
AND  FAMILY 


Net  worth:  $5.2  billion 

Status:  Youngest  son  of 
legendary  B.C.  Lee,  he 
turned  Samsung  Group 
into  Korea's  largest 
chaebol  conglomerate. 
Holdings:  Controlling 
shareholder  of  the  $75 
billion  (1995  assets) 
group,  which  has  suf- 


fered in  the  past  year 
along  with  the  Korean 
economy.  Causing  a  stir 
in  Korea  with  plans  to 
enter  the  already 
crowded  automobile 
industry.  Other  inter- 
ests: Avid  equestrian 
and  golfer  who  believes 
sports  teach  competi- 
tion. With  his  wife  has 
amassed  10,000-piece 
art  collection;  his  wife 
directs  Hoam  Art 
Museum,  outside 
Seoul. 
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(It's  blushing.) 


imagine  a  short  trip  to  your  own  private  beach. 
S3  place  where  your  taxi  has  a  saddle  and  gallops 
along  pink  dunes.  S3n  island  so  romantic,  eoen  the 
waves  travel  in  pairs.  Sfto  wonder  readers  of  Conde 
Sfoast  traveler  once  again  rated  Bermuda  the  best 
foreign  island  in  the  world.  93 ui  then,  why  wouldn  t 
an  island  that  arouses  so  much  love,  also  inspire  it? 


$610 


round  trip 


4-day/3-night  air-inclusive  package. 
Call  your  travel  agent  or  1-800-BERMUDA  today. 


%  I  R   H   B  o  k 


L  et  yourself  5J*- 


light  times  may  vary,  lend  price  based  on  New  Vork  departure.  Prices  ore  minimum  rote,  pet  person,  double  accuponcy.  Rates  ore  effective  April  1, 139?  through  October  JL 19!)?.  and  are  subject  to  change,  peak/holiday  surcharges,  availobility,  cancellation  charges,  and  restrictions.  Mot  included  ore  hotel  tax.  gratuities,  service  charges,  and  resort 
evies.  Also  not  included  are  applicable  departure  taxes,  customs  and  immigration  lees,  and  passenger  facility  charges.  Packages  available  from  major  air  lines/wholesalers  setving  Bermuda.  Package  prices,  terms,  and  conditions  vary  by  wholesaler.  Nat  responsible  foi  errors  or  omissions  within  the  content  af  this  ad 


KOO  BON-MOO 
AND  FAMILY 


Net  worth:  $2.2  billion 

Status:  Third-generation 
chairman  of  diversified 
LG  Group,  nee  Lucky- 
Goldstar.  Holdings: 
Family  has  an  estimated 
30%  of  $43  billion 
( 1996  assets)  LG  Group. 
Its  LG  Electronics  unit  is 
spending  about  $300 
million  to  build  a  home- 
appliance  factory  in 
India  and  agreed  to  sell 
$500  million  worth  of 
monitors  to  Gateway 
and  Digital  Equipment. 
Other  interests: 
Ornithology,  which  he 
does  from  his  office  on 
the  top  floor  of  the  LG 
Twin  Tower  in  Seoul. 

KIM  W00-CH00NG 
AND  FAMILY 


Net  worth:  $2  billion 

Status:  Workaholic 
chairman  and  founder 
of  Daewoo  Group, 
which  is  acquiring  auto 


production  facilities  in 
Central  Asia  and  East- 
ern Europe.  In  May 
spent  $100  million  for 
Kazakhstan's  Kazak- 
lelecom.  Kim,  like 
fellow  billionaire  Lee, 
was  found  guilty  last 
year  of  illicit  contribu- 
tions to  a  political  slush 
fund,  but  his  jail  sen- 
tence was  suspended. 
Holdings:  Family  owns 
an  estimated  35%  of 
$35  billion  (1995  sales) 
Daewoo  Group.  Other 
interests:  Medical  and 
educational  philan- 


thropies. Wife,  Jung 
Hee-Ja,  runs  Hilton 
hotel  chain  in  Korea 
and  is  the  director  of 
the  Sun  Jae  art 
museum. 


MALAYSIA 


ROBERT  KUOK  

Net  worth:  $7  billion 

One  of  Forbes'  top  ten 
entrepreneurs,  (seep.  99) 

T.  ANANDA  KRISHNAN 
Net  worth:  $4.1  billion 

Status:  Krishnan,  59, 
earned  a  Harvard 
M.B.A.;  an  ethnic  Tamil 


Indian  whose  wholly 
owned  Usaha  Tegas  has 
investments  ranging 
from  sweepstakes  to 
power  generation.  "I 
believe  in  franchises," 
he  says.  Holdings:  His 
empire  is  gradually 
going  public,  hence  big 
jump  in  his  net  worth 
estimate  since  last  year. 
Satellite  venture  Binari- 
ang  should  be  listed  by 
year's  end.  Likely  value: 
at  least  $2  billion.  Still 
private:  property  com- 
pany klcc  Holdings, 
which  has  just  built  the 
world's  tallest  building, 
Kuala  Lumpur's 
Petronas  Twin  Towers. 
Other  interests:  An  avid 
reader;  also  loves  horse 
racing  and  breeding. 

LtHO  CHAN 


:  $2.9  billion 

St  \  iow-piofile 
bui  :  all]  astute 
busi  i  and  cousin 

to  Sir.  ivwek 


Leng  Beng  (see).  Hold- 
ings: His  $1.3  billion 
(revenues)  Hong 
Leong  Group  has  stakes 
in  businesses  ranging 
from  financial  services 
to  real  estate  to  tin  can 
production.  One  quirky 
investment  is  a  sub- 
sidiary's 20%  holding  in 
Channel  KTV,  or 
karaoke  television,  a 
20-hour-a-day  channel 
for  die-hard  Asian  fans 
of  the  sing-along 
medium.  A  Singapore 
media  company  plans 
to  expand  the  channel 
throughout  Asia. 

TIONG  HIEW  KING 
Net  worth:  $2.7  billion 

Status:  Founded  and 
runs  Rimbunan  Hijau 
Group,  Malaysia's 
largest  timber  outfit. 
Holdings:  Family  net 
worth  down  about  20% 
over  the  past  year  due 
to  lower  timber  values 


on  the  back  of  growing 
concern  about  govern- 
ment-imposed timber 
restrictions.  Also  owns 
five  newspapers  in  Asia. 
Recently  turned  around 
Hong  Kong's  ailing 


Chinese-language  Minjj 
Pao  paper  and  made  it 
more  pro-Beijing.  Other 
Interests:  Devout 
Methodist. 

LIM  GOH  TONG  

Net  worth:  $2.1  billion 

Status:  Built  and  owns 
Malaysia's  only  casino, 
and  bankrolled  Con- 
necticut's Foxwoods 
Resort  Casino.  Hold- 
ings: Controls  diversi- 
fied Genting  Berhad, 
which  holds  casino,  real 
estate  and  other  assets. 
Rough  year:  Profits 
grew  just  4%  as  newer 
casinos  elsewhere  lured 
away  Asian  high-rollers. 
Lim  is  now  preparing 
to  spin  off  his  wildly 
successful  Star  Cruise, 
Asia's  homegrown 
cruise  line. 

FRANCIS  YEOH 

AND  FAMILY  

Net  worth:  $1.6  billion 

Status:  Son  of  Yeoh 
Tiong-lay,  who  founded 
YTL  Corp.,  one  of 
Malaysia's  biggest  con- 
struction firms.  Now 
run  by  Francis,  43.  In  a 
country  dominated  by 
ethnic  Malay  Muslims, 
the  Yeohs  have  succeed- 
ed despite  being  Chris- 


tian and  Chinese-Malay. 
Holdings:  Family  owns 
some  40%  of  YTL,  which 
is  expanding  into  relat- 
ed businesses  such  as 
power  plants.  Other 
interests:  An  opera  buff, 
he  once  hosted  Pavarot- 
ti  at  a  family-owned 
resort.  Said  to  go  on 
fishing  trips  with 
Malaysian  Prime  Minis- 
ter Mohamad  Mahathir. 


PHILIPPINES 


TAN  YU 


Net  worth:  $7.2  billion 

Status:  Born  into  pover- 
ty, he  built  one  of  the 
world's  largest  real 
estate  empires,  with 
holdings  in  the  Philip- 
pines, Taiwan,  China, 
the  U.S.  and  Canada. 
Holdings:  Under  Asia- 
world  name,  often  buys 
cheap  land,  then  waits 
patiently  for  value  to 
increase.  To  fund  mort- 
gages on  his  Manila 
properties,  is  diversify- 
ing into  financial  ser- 
vices by  opening  Pan 
Asia  Bank  in  the  fall 
with  $48  million  in  cap- 
ital. Other  interests: 
Long  ago  his  mother 
asked  him  to  vow  to  do 
three  things:  tell  the 


I  love  blood  sports 


China's  richest  businessman,  5  5 -year- 
old  Larry  Yung,  shows  a  Forbes  reporter 
around  an  office  littered  with  signs  of  a  life 
well  lived:  a  ceramic  sculpture  of  his  Thor- 
oughbred, Mr.  Vitality,  and  an  oil  painting 
of  Hong  Kong's  crowded  Wanchai  district. 
What  does  he  do  on  vacation  at  his  English 
mansion?  He  raises  his  arms,  pretending  to 
shoot  a  pheasant,  and  smiles.  His  love  of 
wealth  is  unabashed.  And  this  is  the  son  of 
the  vice  president  of  supposedly  Commu- 
nist China.  "I  am  apolitical,"  declares  the 
Hong  Kong- based  businessman.  As 
Forbes  prepares  to  leave,  he  points  to  a 
photo-laden  desk  and  adds:  "See,  no  pic- 
tures of  me  shaking  hands  with  Commu- 
nist officials."  But  of  course  this  guy  is  so 
well  connected  (see  p.  107)  he  doesn't  need 
photos  to  prove  it.     -Bernard  Condon 


Everything  Will  Be  Better 
In  This  Century. 

(Camry  drivers  take  special  note.) 


Introducing  The 
All-New  Century  By  Buic 

aurus  and  Accord  drivers,  you  might  w; 

1  Buick  Century  Camry  T 

cause  this  Custom  tEVb 

EPA  Interior  { 

!    1  Room  (curt)       118.5  111.1?. 

tly  different    Dual  Zone  ' 

he  last    Climate Con,ro1    lncl-  M 

H  Keyless  Entry      Std.         Opt.'      Opt.  Opt. 
st  interior     Air  Filtration       Std.         N/A.     Tiicl. N/A 
■  Price  $19,368   '$22,588  $19,825  $22,895 

New  sound  barriers  to  keep  it  very  quiet. 


Bv  Buick  — '  1 


Discover  a  little  luxury  in  this  Century. 


Seating  for  Six 


Air  Filtration  System 


4am 


Dual  Zone 
Climate  Control 


Remote 
Keyless  Entry 


3  J  00  V6  with 
Automatic  Transmission 

WSBSk 


gm  |"©1997  GM  Corp.  All  rights  reserved.  Century  is  a  registered  trademark  of  GM  Corp.  Always  wear  safety  belts,  even  with  air  bags  Buckle  up,  America1  "Mid-size  car  class 
I  as  defined  by  U.S.  EPA  Interior  Volume  Index.  **MSRP  including  dealer  prep  and  destination  charge.  Tax,  license  and  optional  equipment  additional  MSRP  slightly  higher 
in  CA.  WA,  OR  and  ID  Competitive  MSRPs  as  reported  Feb.  1997. 


truth,  not  gamble  and 
not  chase  girls.  He  kept 
the  first  two  vows.  Has 
3  wives,  14  children. 

HENRY  SY  

Net  worth:  $2.9  billion 

Status:  Started  as  a  shoe 
salesman  in  Manila's 
Chinatown  and  built  sm 
(for  ShoeMart)  the 
country's  premier  retail 
chain.  At  71  still  puts  in 
ten-hour  days.  Holdings: 
Majority  stakes  in  sm 


Prime  Holdings,  the 
public  flagship,  and  SM 
Development,  the  listed 
real  estate  arm.  "Some 
men  have  eyes  for  beau- 
tiful women,  I  have  eyes 
for  beautiful  land,"  he- 
says.  In  April 
announced  plans  to 
build  the  world's  largest 
mall — the  Mall  of 
Asia — on  a  124-acre  site 
along  Manila  Bay. 

GEORGE  TY  

Net  worth:  $2.7  billion 

Status:  Heads  largest  " 
private  Philippine  bank, 
Metropolitan  Bank  & 
Trust,  which  he  co- 
founded  with  fellow  bil- 
lionaire Tan  Yu  (see). 
Net  assets  up  28%  and 
net  income  up  43%  for 
the  year.  Holdings: 
Family  owns  some  60% 
of  the  publicly  traded 
bank.  Plus  stake  in  local 
Toyota  dealership,  prop- 
erty and  stock  invest- 
ments Other  interests: 
Avid  collector  of  Philip- 
pine and  Chinese  art. 
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Ensures  that  335  bank 
branches  have  paintings 
on  the  walls. 

JAIME  ZOBEL  BE  AYALA  II 

AND  FAMILY  

Net  worth:  $2.6  billion 

Status:  Seventh  genera- 
tion of  the  Philippines' 
oldest  business  family. 
Now  38,  two  years  ago 
took  over  Ayala  Corp. 
from  father,  Don  Jaime, 
63.  Cousins  of  the  Sori- 
anos (see).  Holdings: 
Family  owns  59%  of 
Ayala  Corp.,  with  inter- 
ests in  virtually)  every 
sector  of  the  econo- 
my— property,  [telecom, 
food,  electronics,  insur- 
ance and  now  A'ater, 


having  won  a  bid  to '. 
repair  and  run  a  Manila 
water  concession.  Other 
interests:  Father  Don  y 
laime  recognized  as  a  > 
world-class  photograph-', 
er  and  has  had  his  worksj 
published.  Son  Jaime  an  ; 
avid  reader. 


SINGAPORE 


TENG  FONG  AND 

ROBERT  NG  

Net  worth:  $7  billion 

Status:  Property  barons. 
Only  the  government 
o'.v  ns  more  land  in  Sin- 
gapore. Made  headlines 
in  March  paying  SI. 5 
billion  for  a  six -acre 
He      <  >ng  waterfront 
site.  Holdings:  Land, 
land  ?    ;  nore  land, 
mosth  -iced 
Hong  1 
pore.  Su 


Hong  Kong-listed  Tsim 
Sha  Tsui  Properties 
nearly  trebled  over  past 
year.  Other  interests: 


Father,  Teng,  68,  a 
workaholic.  Son  Robert, 
45  (pictured),  admits  to 
reading  history  books 
and  taking  walks.  Golf? 
"A  four-letter  word,"  he 
quips. 

KWEK  LENG  BENG 
Net  worth:  $5.8  billion 

(seep.  108) 


TAIWAN 


TSAI  WAN-LIN 
AND  FAMILY 


Net  worth:  $11.3  billion 

Status:  Made  first  for- 
tune taking  in  small 
deposits  that  other 
banking  families 
scorned.  Now  controls 
the  country's  largest 
construction  and  insur- 
ance firms.  But  stock  in 
their  high-flying  flag- 
ship Cathay  Life  Insur- 
ance fell  16%  last  year. 
Holdings:  Family  owns 


about  half  of  Cathay 
Life.  Wan.  lin's  younger 
brother  ov  ns  Fubon 
property  iri  urer  and 
Fubon  secur 
br<  )ker — stocJl  of  both 


have  been  hot.  Other 
interests:  Tending  to 
their  extensive  private 
assets,  including  what 
are  reportedly  Taiwan's 
largest  landholdings. 

YUE-CHE  WANG  

Net  worth:  $5.5  billion 

Status:  Founder  of  the 
world's  largest  plastics- 
maker  still  works  seven 
days  a  week  at  80,  com- 
plains about  the 
"extremely  negative 
effect  [of  Taiwan's  pros- 
perity] on  the  tradition- 
al work  ethic."  Also 
ignoring  Taipei's  objec- 
tions to  construction  of 


a  S3  billion  power  plant 
project  in  enemy  China. 
Watch  for  a  showdown. 
Holdings:  Despite  a  plas- 
tics glut,  stock  is  up 
50%  in  his  four  plastics 
companies  in  anticipa- 
tion of  foreign  buying 
after  financial  deregula- 
tion. Other  interests:  An 
hour  each  day,  starting 
at  4:30  a.m.,  spent  jog- 
ging, swimming  and 
practicing  karate  at  his 
penthouse  apartment. 

JEFFREY  K00 

AND  FAMILY  

Net  worth:  $2.5  billion 

Status:  Tapping  riches 
from  his  family,  this 
M.B.A.  from  New  York 
University,  64,  built  his 
bank  into  one  of 
Taiwan's  largest  con- 
glomerates. Profits  at 
flagship  Chinatrust 
Commercial,  the  coun- 
try's largest  credit  card 
issuer,  grew  nearly  100% 
in  the  first  four  months 
of  this  year.  Holdings: 
Family  owns  40%  of 
Chinatrust.  Also  has 


stakes  in  petrochemical, 
cement  and  insurance 
companies.  Other  inter- 
ests: Fine  cigars  and 
French  wines.  Frequent- 
ly sent  abroad  as  an 
unofficial  diplomat. 


THAILAND 


CHATRI  SOPHONPANICH 
Net  worth:  $2  billion 

Status:  Heads  Thai- 
land's premier  banking 
family.  His  father  built 
Bangkok  Bank,  with 
$46  billion  in  assets, 
into  one  of  Asia's  largest 
banks.  With  China's 
growing  importance, 
has  been  building 
bridges  to  his  ancestral 
home:  Advised  the 
mayor  of  Shanghai  and 
the  board  of  citic,  Bei- 
jing parent  of  company 
led  by  Larry  Yung  (see 


p.  107).  Holdings:  Con- 
trolling interest  in 
Bangkok  Bank,  plus 
stakes  in  many  of  the 
Thai  companies  it 
helped  finance  over 
its  half-century 
of  existence. 

DHANIN 

CHEARAVANONT 

Net  worth:  $1.7  billion 

(see  p.  108) 
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HOW  MANY  SITES  MUST  YOUR  COMPANY 
VISIT  BEFORE  IT  CHOOSES  ONE  IN  VIRGINIA? 

In  Virginia,  you  can  live  on  a 
farm  in  the  country  and  in  15 
minutes  be  at  your  office,  in- 
dustrial park  or  any  number  of 
other  locations. Your  markets 
are  also  easy  to  reach  by  way 
of  Virginias  integrated  network 
of  highways,  airports,  railways 
and  port  facilities.  No  wonder 
more  than  150  Fortune  500 
companies  have  offices  and 
manufacturing  plants  here. 
With  a  phone  call,  you  can  get 
a  fast,  up-to-the-minute  report 
of  sites  that  are  now  available 
for  your  specific  business.  As 
well  as  information  on  the  best 
places  to  visit  in  history. 

VIRGINIA 

Contact  Wayne  Sterling,  CED,  Executive  Director, 
Virginia  Economic  Development  Partnership,  P.  0. 
Box  798,  Richmond,  Virginia  23218-0/98. 
Telephone  804-371-8202.  Fax  804-786-11 21. 
Or  visit  our  web  site  at  www.YesVirginia.org 


istoric  sites  all  over  the  state. 


A  story 
of  leadership. 


1992 

SAP  introduces  R/3,"  client/server 
software  destined  to  change  the  way 
businesses  do  business. 


1992 

By  making  R/3  Year  2000— compliant, 
SAP  solves  the  biggest  problem 
facing  the  computing  world  years 
before  it's  a  problem. 


1996 

R/3  3.1  named  "Technology  of 
the  Year"  by  Industry  Week  magazine 


1996 

With  the  release  of  R/3  3.1  Internet,  SAP 
changes  the  world  of  business.  Again. 


1996 

SAP  addresses  the  unique 
needs  of  emerging  corporations 
with  the  introduction  of  the 
Certified  Business  Solutions  (CBS)  program 


SA^ROi 
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A  record  750  customers  go  live 
in  one  month. 


1997 

25,000  Motorola  employees  go  live  with 
the  R/3  HR  and  Payroll  applications, 
establishing  a  foundation  for  managing 
employee  information  worldwide. 


1997 

Reebok  adds  SAP  Retail  to  its 
manufacturing  solution  to  create  a  truly 
streamlined,  global  supply  chain. 


1993 

SAP  gains  momentum  while 
the  customer  installation  base 
grows  to  over  1,900. 


1994 

SAP  makes  headlines  by 
implementing  R/3  for 
The  Seattle  Times  in  88  days. 


1995 

SAP  voted  one  of  the  Top  10  software 
vendors  by  Software  Magazine  3  years  in  a  row. 


* 
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1996 

SAP  named  the  number  one 
company  of  the  Manufacturing 
Systems  Software  Top  50. 


1996 

AcceleratedSAP  program  introduced, 
making  rapid  implementation  a  reality. 


&  e  a  n 
c  &  a 
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1995 

SAP  opens  the  door  for  more  companies 

worldwide  to  work  their  best  with 
the  release  of  R/3  industry  solutions. 


■■■■■■■■■■■■a 


To  be 
continued. 
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1997 

Since  the  introduction  of  R/3, 
SAP's  customer  installation  base  has 
grown  to  over  10,000. 


WW 

A  Better  Return  On  Information1.' 


To  get  the  full  story  on  how  SAP  can  help  your  business, 
visit  us  at  http://www.sap.com  or  call  1-800-283-1  SAP. 


The  Americas 


Reemerging  markets 

You  need  strong  nerves  to  invest  in  Latin 
America.  Just  over  two  years  ago  its  bourses 
were  disaster  areas  after  Mexico's  devaluation 
spread  fears  of  widespread  defaults  and  even 
possible  social  upheavals.  But  guess  what: 
Latin  American  markets  have  recendy  been 
the  best-performing  in  the  world,  up  56%  on 
average  so  far  this  year.  Mexico  alone  is  up 
30%,  Brazil  79%.  Not  surprisingly,  Latin 
America's  rich  are  a  lot  richer — on  paper  at 
least — than  they  were  a  couple  of  years  ago. 


LORENZO  ZAMBRANO 


Net  worth:  $1.7  billion 

Status:  Zambrano,  53,  owns  an  estimated  35%  of  $3.4  bil- 
lion (sales)  Cemex,  world's  third-largest  cement  company 
and  Mexico's  largest  multinational,  with  operations  in  22 
countries.  In  April  the  U.S.  Commerce  Department  fined 
Cemex  $48  million  for  dumping.  Now  expanding  to  Asia, 
where  he  hopes  to  increase  revenues  to  20%  of  total  from 
4%  today.  Other  interests:  Collects  sports  cars. 


ARGENTINA 


GREGORIO  PEREZ 

COMPANC  

Net  worth:  $5.2  billion 

Status:  This  low-profile 
billionaire  (it's  said  he 
was  once  mistaken  for  a 
chauffeur  when  picking 


tander  for  $594  million 
cash  and  a  6%  stake  in 
Banco  Santander  Chile. 
Holdings:  With  family, 
owns  60%  of  $1.4  bil- 
lion (sales)  industrial 
conglomerate  Perez 
Companc  S.A.  Other 
interests:  Collects  reli- 
gious art  and  icons. 

ROBERTO  ROCCA 
Net  worth:  $2.3  billion 

Status:  Latin  American 
steel  baron  Holdings: 
Large  stakes  in  Siderca, 


up  his  daughter  at  a 
friend's  house)  recently 
sold  part  of  his  holding 
in  Banco  Rio  de  la  Plata 
i  Spain's  Banco  San- 


one  of  the  world's 
biggest  seamless-steel- 
tube  producers;  Siderar, 
Argentina's  largest  flat 
steel  producer;  Techint, 
a  $1.1  billion  (sales) 
multinational  construc- 
tion firm.  Now  75,  he's 
grooming  eldest  son, 
Agostino,  51.  Two 
other  sons  head  up 
other  parts  of  the 
group. 

AMALIA  LACROZE 
DE  FORTABAT  (new) 
Net  worth:  $1.3  billion 

(see  p.  127) 


BRAZIL 


ANTONIO  ERMIRIO 

DE  MORAES  AND  FAMILY 

Net  worth:  $5.7  billion 

Status:  His  Votorantim 


(96%  owned)  is  heavily 
into  cement,  paper, 
mining  and  investment 
banking.  Other  interests: 

The  group  lost  out  in 
the  privatization  bid  for 
Brazilian  mining  giant 
CVRD,  but  will  be  a 
bidder  for  Brazil's 
power  plant  privatiza- 
tions this  summer. 

ROBERTO  MARINHO 
Net  worth:  $3  billion 

(see  p.  128) 

JULIO  BOZANO  

Net  worth:  $2.3  billion 

Status:  Flush  with  $350 
million  cash  from  selling 
steelmaking  assets,  this 
60-year-old  industrial- 
ist/financier is  looking 
for  new  investments. 
Holdings:  Owns  91%  of 


Grupo  Bozano  Simon- 
sen — bank,  securities 
firm,  real  estate  compa- 
ny and  stakes  in  blue- 
chip  Brazilian  industrial 
firms.  Other  interests: 
Collects  Brazilian  art, 
breeds  racehorses. 


CANADA 


KENNETH  R.  THOMSON 
Net  worth:  $11  billion 

Status:  Has  compound- 
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AMALIA  LACROZE  PE  FORTABAT  (new) 


Net  worth:  $1.3  billion 

Status:  One  of  the  most  powerful  women  in  Latin  America.  Hold- 
ings: Owns  96%  of  Loma  Negra,  Argentina's  largest  cement  pro- 
ducer, plus  383,000  acres  of  land,  140,000  head  of  cattle.  Other 
interests:  Owns  major  art  collection.  Stirred  controversy  by  can- 
celing the  award  ceremony  for  this  year's  prestigious  Fortabat 
Foundation  Prize  for  The  Anatomist,  on  grounds  that  the  book 
was  coarse  and  obscene. 


GUSTAVO  CISNEROS 


Net  worth:  $1.5  billion 

Status:  Made  waves  last  year  when  his  Hit 
de  Venezuela  switched  from  Pepsi  to 
Coke — then  in  May  sold  the  bottler  to 
Mexico's  Panamco  for  $100  million  cash 
and  10%  of  Panamco's  A  and  B  shares.  Sold 
most  of  Spalding  and  Evenflo  last  year  to 
kkr  for  about  $1  billion.  Holdings:  Has  big 
stakes  in  broadcasters  throughout  South 
America.  Partners  with  Hughes'  DirecTV 
satellite  service  in  Latin  America.  Brother, 
Ricardo,  previously  charged  with  bank 
fraud  in  Venezuela,  was  cleared  by  the 
courts  in  March. 


ed  papa  Roy  Thomson's 
media  and  oil  assets  into 
Canada's  single  largest 
fortune.  Holdings:  Owns 
73%  of  $5. 6  billion 


(sales)  publishing  and 
travel  giant  Thomson 
Corp.;  22%  of  retailer 
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Hudson's  Bay  Co.  Other 
interests:  Plain-living 
73-year-old  spends  his 
few  hours  away  from 
work  collecting  art. 

ARTHUR,  JAMES 
AND  JOHN  IRVING 
Net  worth:  $3.5  billion 

Status:  Three  brothers 
and  their  children  rule 
Canada's  Maritime 
Provinces  through  a 
network  of  private  com- 
panies in  shipping,  oil 
refining,  gas  distribu- 
tion, timber,  publishing, 
trucking  and  agricul- 
ture. Strong  presence  in 
the  Northeast  U.S. 
Other  interests:  Family 
owns  all  four  English- 
language  newspapers  in 
New  Brunswick,  thus 
ensuring  low  profile. 


Net  worth:  $3  billion 

Status:  With  American 
brother,  Edgar  (see  p. 
135),  66-year-old 
Charles  owns  1 6%  of 
the  Seagram  Co.,  Ltd., 
which  is  run  by  nephew 
Edgar  Jr.  Also  24%  of 


movie-house  circuit 
Cineplex  Odeon;  3%  of 
Israel's  Teva  Pharma- 
ceutical Industries. 
Other  interests:  lewish 
philanthropies;  former 
principal  owner  of  the 
Montreal  Expos. 


CHILE 


ANDR0NIC0  LUKSIC 

AND  FAMILY  

Net  worth:  $2.6  billion 

Status:  The  son  of  a 

Croatian  immigrant, 
Luksic,  70,  is  emerging 
as  one  of  Latin  Ameri- 
ca's leading  mining 
entrepreneurs.  Holdings: 
Owns  63%  of  mining 
giant  Antofagasta;  50% 
of  Banco  Santiago, 
Chile's  largest  bank. 
Last  month  took  public 


Luksic  family  holding 
company  Quinenco, 
which  has  stakes  in  a 
brewer,  telecommuni- 
cations, etc.  Other  inter- 
ests: His  father's 
homeland.  Three  years 
ago  went  into  a  Croat- 
ian war  zone  to  buy  a 
beer  company  on  the 
cheap. 

ANACLETO  ANGELINI 

Net  worth:  $2.2  billion 

Holdings:  Owns  30%  of 
$2.9  billion  (revenues) 
Copec,  which  in  turn 
owns  one-third  of 
Chile's  cultivited  forest 
land  plus  three  fisheries 
and  an  insurance  com- 
pany. Other  interests: 
Now  84,  Angelini  has 
no  children.  One  possi- 
ble successor:  his 
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Ardila  Liille's  upstart 
beer  company,  Leona, 
has  taken  a  9%  chunk  of 
market  share,  mostly  at 
the  expense  of  Bavaria, 
the  dominant  Colom- 
bian brewer,  owned  by 
the  rival  Santo  Domin- 
family  (see  below). 


ROBERTO  MARINHO 


Net  worth:  $3  billion 

Status:  Brazil's  leading  media  tycoon  and  sometime  political  king- 
maker. Holdings:  Marinho,  92,  and  his  three  sons  own  newspaper- 
radio-TV  Globo  Group,  which  partnered  with  Rupert  Murdoch  in 
a  regional  satellite  TV  venture  and  with  AT&T  in  bidding  for  cellu- 
lar phone  licenses.  Other  interests:  Former  champion  horseman, 
now  tends  extensive  art  collection. 


Holdings:  Owns  Posto- 
bon,  Colombia's  largest 
soft  drink  company; 
interests  in  sugarcane, 
media,  telecommunica- 
tions, insurance,  plus 
92%ofColtejer, 
Colombia's  leading  tex- 
tile company.  New  toy: 
A  soccer  team. 

JULIO  MARIO 
SANTO  DOMINGO 
Net  worth:  $1.9  billion 

Status:  Beer  baron  bat- 
tling with  Ardila  Liille 
(see  above).  Holdings: 


nephew,  Copec  director 
Roberto  Angelini. 

ELIOPORO  MATTE 
Net  worth:  $1.5  billion 

Status:  Timber  baron. 
Holdings:  Family  owns 
56%  of  cmpc,  one  of 
Chile's  largest  pulp- 
and-paper  conglomer- 
ates, with  19%  of  the 
country's  cultivated 
forest  land.  With  N  M 
Rothschild  of  London, 
also  owns  Bicecorp,  a 
banking  and  insurance 
group.  Matte,  52, 
earned  an  M.B.A.  at  the 
University  of  Chicago. 


COLOMBIA 


LUIS  CARLOS 
SARMIENTO  ANGULO 
Net  worth:  $2.6  billion 

Status:  Once  Colom- 


bia's biggest  builder; 
now  its  most  powerful 
banker.  Holdings:  Owns 
majorities  of  Banco  de 
Bogota,  Banco  Occi- 
dente  and  Banco  Popu- 
lar, plus  stakes  in  a  cel- 
lular telephone 
company  and  construc- 
tion companies.  Other 
interests:  Angulo  has 
spent  $70  million  so  far 
developing  a  luxury 
resort  in  the  Bahamas 
called  Cotton  Bay. 

CARLOS  ftRDILA  LULLE 
Net  worth:  $2.1  billion 

Status:  In  two  years 


ly  donated  $1  million  to 
Brown  University. 


ECUADOR 


ALVARO  NOBOA  

Net  worth:  $1.4  billion 

Status:  After  a  nasty 
legal  battle  with  his 
stepmother,  Noboa,  46, 
won  control  of  the 
family  banana  business 
in  an  out-of-court  set- 
tlement last  April.  Hold- 
ings: Corporacion 
Noboa  controls  the 
world's  third-largest 
banana  exporter,  plus 
interests  in  shipping, 
auto  manufacturing  and 
Coca-Cola  bottling. 


Owns  7u%  of  brewer 
Bavaria,  62%  of  Avianca 
airlines,  a  Renault  car 
manufacturer  and  an 
insurance  company; 
trying  to  crack  the  soft 
drink  market.  Other 
interests:  Jet-setter — 
Santo  Domingo  and  his 
wife  regularly  appear  in 
New  York  and  Paris 
gossip  columns.  Recent- 


Building  Mall  del  Sol,  a 
shopping  complex  in 
Guayaquil  the  size  of 
four  football  fields. 


MEXICO 


CARLOS  SLIM  HELU 
Net  worth:  $6.6  billion 

One  of  Forbes'  top  ten 
entrepreneurs. 

(see  p.  99) 

ALFONSO  ROMP  GARZA 
Net  worth:  $2  billion 

1  Status:  Built  Empresas 
La  Moderna,  a  tobacco 
company,  into  an  agro- 
biotech  powerhouse. 
Holdings:  Owns  majority 
of  $1.5  billion  (sales)  La 
Moderna,  plus  majority 
of  Seguros  Comercial 
America,  Latin  Ameri- 
ca's largest  property  and 
casualty  insurer.  Sold 
Asgrow  Agronomic  unit 
to  Monsanto  in  January 
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Looking  For  Action? 
Play  On  The  Wild  Side. 


WIMP  MARINA 


HOTEL  •  CASINO 

".1-800-777-1 17/*  www.trunlDmanna.com 


Conrad  Black, 
52.  Canada.  Are 
newspapers 
obsolete?  Black 
smiles.  Let 
others  sell,  he'll 
buy  them.  In  just 
over  a  decade  he 
has  expanded 
a  small  chain 
of  papers  into 
Canada's  largest 
newspaper  compa- 
ny. His  Hollinger 
International  also 
controls  the 
Chicago  Sun- 
Times,  London's 
Daily  Telegraph  . 
and  the  Jerusalem 
Post.  There's  the  <n 
air  of  the  old-time  | 
media  mogul  g 
about  this  opin-  I 
ionated,  hard-dri-  5 
ving  history  buff.  ?- 
Net  worth:  $275  | 
million.  > 

CD 
> 


(see)  Televisa.  Now 
suing  to  stop  nbc  from 
exercising  its  option  to 
buy  10%  of  Azteca.  Last 
year  admitted  apparently 
legal  financial  dealings 
with  imprisoned  Raul 
Salinas,  brother  of  the 
former  Mexican  presi- 
dent. Holdings:  Bulk  of 
wealth  in  $550  million 
(sales)  Grupo  Elektra, 
the  consumer  electronics 
retailer  started  by  his 
grandfather.  Other  inter- 
ests: Golf,  scuba  diving, 
flies  helicopters. 

LORENZO  ZAMBRANO 
Net  worth:  $1.7  billion 

(seep.  126) 

EMILIO  AZCARRAGA  JEAN 

Net  worth:  $1.6  billion 

Status:  After  his  father, 
Emilio,  died  of  cancer  in 
April,  this  29-year-old 
won  a  power  struggle 
for  leadership  of  Grupo 
Televisa,  the  world's 
largest  Spanish -language 
media  group.  Televisa 
stock  plunged  30%  from 
its  high  last  year,  but  has 
since  rebounded,  despite 
challenge  from  Salinas 
Pliego  (see).  Other  inter- 
ests: Dedicated  soccer 
fan:  follows  the  national 
team  on  international 
tours.  Spends  as  much 
time  as  he  can  on  family 
yacht. 


VENEZUELA 


LEONOR  MENDOZA 

AND  FAMILY  

Net  worth:  $2.5  billion 

Status:  When  Venezue- 
lans open  their  refrigera- 
tors, 80%  of  the  con- 
tents— from  beer  to  ice 
cream — comes  from  the 
Mendozas'  Polar,  S.A. 
Family  matriarch, 
Leonor  (known  as  Tita), 
in  her  60s,  is  boss.  This 
year  took  over  as  the 
local  Pepsi  bottler  after 
the  Cisneroses  (see) 
ditched  Pepsi  for  Coke. 
Because  Leonor  prizes 
liquidity,  Polar  has  won 


prized  reputation  for 
paying  bills  on  time  even 
in  midst  of  Venezuela's 
frequent  economic 
crises. 


GUSTAVO  CISNEROS 


Net  worth:  $1.5  billion 

(see  p.  127) 


A  hot-cold  conversation 


Ricardo  Salinas  Pliego  is  a  bit  of  a  con- 
trol freak.  To  interview  him,  we  were  asked 
to  stand  at  a  downtown  Mexico  City  street 
corner  and  dial  a  cellular  number  we'd  been 
given.  We  called,  and  three  minutes  later  an 
inconspicuous  Chrysler  appears  at  the  curb. 
At  TV  Azteca  headquarters  10-foot-high 
steel  gates  swing  open.  Carefully  watched 
by  an  armed  bodyguard,  we  park  next  to 
several  bulletproof  cars.  We're  marched 
upstairs  to  meet  the  man. 

We  ask  about  TV  Azteca's  duel  with  Tele- 
visa over  Mexican  viewers1  eyeballs.  He 
beams:  "We  had  40%  last  year,  and  our  goal 
is  to  have  50%  this  year." 

He  quickly  cools  at  the  question  we  ask 
about  the  fact  that  he  sued  several  journal- 
ists for  printing  statements  about  his  finan- 
cial dealings  with  Raul  Salinas,  imprisoned 
brother  of  former  president  Carlos  Salinas 
de  Gortari. 

"In  Mexico  there  need  to  be  changes  so 
reporters  are  held  responsible  for  what  they 
print,"  he  glowers. 

But  with  another  question  he  clearly  feels 
more  in  control:  Is  he  concerned  about 
Mexico's  political  future  and  the  upcoming 
elections?  "I  have  all  my  money  in  pesos," 
he  avers.  -Jose  Aguayo 
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From  the  boomerang  to 
the  Sydney  Opera  House,  Australians  share  a 
long  history  of  ingenuity  and  creativity. 

While  the  rest  of  the 
world  imagines  a  land  of  beautiful  beaches 
and  cute  furry  animals,  the  locals  are  busy 


^a  manufacturing  p/ 


U''P'oria,  Austral 


imagining  new  ways  to  build  a  better  future  for 
their  country.  And  at  Toyota,  we're  proud  to 
play  a  part  in  that  future. 

Since  1963,  Australians 
have  been  building  Toyota  vehicles  specially 
designed  for  their  country's  unique  driving 
conditions.  And  as  Toyota's  commitment  to 
manufacturing  grows  -  so  will  jobs  and  oppor- 
tunities for  other  businesses  Down  Under. 

As  a  company  operating 
in  the  global  marketplace,  Toyota  understands 
the  importance  of  local  investment.  It  ensures 
that  the  vehicles  we  sell  meet  the  specific 
needs  and  standards  of  all  Toyota  drivers, 
wherever  they  may  be.  That's  why,  in  26 
countries  around  the  world,  Toyota  vehicles 
are  built  by  local  people. 

Here  in  America,  our 
second-largest  manufacturing  base,  Toyota 
has  invested  more  than  $7  billion  in  manu- 
facturing, research  and  design.  In  fact,  Toyota 
is  now  the  fourth-largest  vehicle  manufacturer 
in  America,  creating  over  20,000  direct  jobs. 

Our  aim  is  to  be  a 
responsible  local  company.  It's  working  for 
the  people  Down  Under,  and  for  people  all 
over  the  world. 


TOYOTA  People  Drive  Us 


Year  of  the  double 

»  To  paraphrase  Humphrey  Boggart  in 
i'    The  Barefoot  Contessd,  making  a  billion 
dollars  used  to  be  hard  work.  We 
I  won't  say  it's  become  easy,  but 

it  sure  has  become  common - 
'fg&fafik  a  place.  Bill  Gates'  net  worth 
£4  m^mr    ffas  doubled  in  the  past  12 
Bar-     months,  an  increase  of  $18 
SI      billion.  Paul  Allen,  Larry 
J^'l"  Ellison,  Ted  Waitt  all  added 
f  ■^ItolV    a  billion  or  two  (or  three)  to 
[nt\ Iml    tne*r  net  wortris  ^ast  year- 

M'lilff  ^n<^ *ts  not  just  C'1C  tcc^es 

^JKK^g      whose  fortunes  got  the 

daily  double.  Alfred 
Lerner  did  it  with  affinity  credit  cards. 
Philip  Anschutz  got  his  with  Qwest  Com- 
munications' IPO  'and  a  railroad  merger. 
Fashion  lord  Ralph  Lauren  pulled  it  off  by 
taking  his  company  public,  aig  Chairman 
Maurice  Greenberg's  stock  shot  up  because 
business  assets  in  emerging  markets  require 
higher  levels  of  insurance. 

Question  for  tlie  new  millennivun: 
Who — and  when — will  be  the  world's  first 
centibillionaire? 

-Michelle  Conlin  and  Daniel  Roth 

By  Michelle  Conlin,  Carleen  Hawri, 
Peter  Newcomb  and  Daniel  Roth 


WILLIAM  H.  GATES  III 


Net  worth:  $36.4  billion 

One  of  Forbes'  top  ten 
entrepreneurs. 

(seep.  98) 


WALTON  FAMILY 


Net  worth:  $27.6  billion 

Widow,  children  of  Wal- 
Mart  founder  Sam 
Walton  (d.  1992).  Start- 
ed in  1962,  Wal-Mart  is 
now  the  nation's  largest 
retailer,  with  over  2,000 
stores  and  $100  billion 
sales.  Sam's  eldest  son, 
S.  Robson,  chairs  the 
company. 

Net  worth:  $23.2  billion 

His  Berkshire  Hathaway 
is  up  more  than  40% 
since  the  beginning  of 
the  year.  Buffett  and 
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partner  Charlie  Munger 
have  recently  added  toy- 
maker  Mattel  to  Berk- 
shire's portfolio.  Folk 
hero  of  U.S.  capitalism. 


PAUL  GARDNER  ALLEN 


Net  worth:  $14.1  billion 

Forbes,  among  others, 
thought  he  was  making 
seme  dumb  investments 
with  money  made  in 
Microsoft.  Allen  is 
flavin  5  the  last  laugh. 
Micro:. oft  gave  him 


handsome  profit  buying 
Allen's  WebTV  for  $425 
million.  HSN  bought  his 
47.5%  stake  in  Ticket- 
master  for  stock  worth 
about  $219  million, 
and  Disney  bought  35% 
of  his  Starwave  for 


$300  million.  Allen's 
net:  $380  million. 
Rumored  to  be  dating 
tennis  star  Monica 
Seles. 


HAAS  FAMILY 


Net  worth:  $12.3  billion 

Handful  of  Levi  Strauss 
heirs  LBOed  jeansmaker 
Levi  Strauss  &  Co., 
valued  at  $13  billion. 
Smart  move,  but  not 
without  consequences. 
First  layoffs  in  13  years, 
January  1997.  Paid 
$25,000  for  oldest- 
known  pair  of  Levi's. 


FORREST  EDWARD 
MARS  SR.  AND  FAMILY 


Net  worth:  $12  billion 

With  his  two  sons  and  a 
daughter,  owns  famous 
brands:  Candy  giant 
Mars,  Inc.;  pet  foods 
Whiskas  and  Kal  Kan; 
Uncle  Ben's  Rice.  Sons 
Forrest  Jr.  and  John 
share  the  group's  presi- 
dency. Pushing  for 
growth  overseas. 


SAMUEL  I.  JR.  AND 
DONALD  E.  NEWHOUSE 


Net  worth:  $9  billion 

The  heirs  of  late  news- 


paper magnate  Samuel 
Newhouse  run  sprawl- 
ing Advance  Publica- 
tions, with  29  newspa- 
pers, Conde  Nast 
magazines  ( Vanity  Fair, 


The  New  Yorker),  books 
(Random  House)  and 
cable  TV.  Now  launch- 
ing Conde  Nast  Sports 
for  Women. 


CARGILL  FAMILY 


Net  worth:  $8.8  billion 

Commodities  giant 
Cargill  is  world's  largest 
privately  held  company 
but  is  no  longer  family- 
run.  Younger  heirs  to 
this  grain-trading  for- 
tune were  eager  to  take 
the  company  public  but 
settled  for  fatter  divi- 
dends and  an  esop  plan 
that  enabled  them  to 
cash  in  some  stock. 


STEVEN  A.  BALLMER 


Net  worth:  $7.5  billion 

Mcrosoft's  Mr.  Inside 
to  Mr.  Outside,  Bill 
Gates.  Says  Gates:  "No 
one  should  doubt  that 
he's  number  two  in  the 
company."  When  ranked 
by  stockholdings, 
Ballmer's  5%  stake  puts 
him  at  number  three, 
after  Gates  and  Paul 
Allen. 


JOHN  W.  KLUGE 


Net  worth:  $7.2  billion 

Through  Metromedia 
International,  the  inde- 
fatigable 82 -year-old 
media  entrepreneur  is 
developing  wireless  tele- 


phony in  emerging  mar- 
kets in  Eastern  Europe, 
Russia  and  China.  Con- 
tinuing to  cut  back  U.S. 
interests,  he's  selling 
three  film  studios  and 
video  libraries  to  Kirk 
Kerkorian's  mgm  for 
$573  million. 


LAWRENCE  J.  ELLISON 


Net  worth:  $7.1  billion 

Despite  his  animosity 
toward  Bill  Gates,  Elli- 
son abandoned  an 
attempt  to  take  over 


Microsoft's  shriveled 
opponent,  Apple.  But 
this  summer  Ellison's 
Oracle  launched  new 
database  software  capa- 
ble of  running  faster 
and  storing  more  infor- 
mation from  a  central 
server.  He  hopes  he  can 
eradicate  hard  drives, 
operating  systems — and 
break  Microsoft's  near 
monopoly. 


GORDON  E.  MOORE 


Net  worth:  $6.7  billion 

The  self-effacing  man 
behind  "Moore's  Law" 
( the  power  of 


microchips  would 
double  every  24 
months)  and  "Moore's 
Second  Law"  (the  cost 
of  building  microchip 
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fabrication  plants  will 
double  every  two  years). 
Intel  stock,  of  which  he 
owns  5.5%,  is  up  300% 
in  the  last  three  years. 


Net  worth:  $6  billion 

Perry  Bass  turned  over 
control  of  oil  fortune  to 
sons  Sid  (pictured)  and 
Lee  in  1968.  With  third 
brother  Edward,  but 
absent  brother  Robert 
(see),  quartet  has  been 
investing  together  ever 
since  in  oil,  real  estate, 


casinos  and  Disney. 
Through  their  current 
vehicle,  Trinity  I  Fund, 
recently  threatened 
takeover  of  Fisher  Sci- 
entific, in  which  they 
are  the  largest 
shareholder. 


JAY  A.  AND  ROBERT  A. 


Net  worth:  $6  billion 

The  Chicagoans  are 
trying  something  new: 
Developing  corporate 
jets  as  part  of  a  joint 
venture  with  Israeli 
Aircraft  Industries.  Not 
that  the  brothers  are 
taking  their  eyes  off 
their  Hyatt  Corp.  The 
chain  has  started  a  $1 
billion  acquisition 
spree. 


PHILIP  H.  KNIGHT 


Net  worth:  $5.8  billion 

The  former  track  star 
enraged  Muslims  by 
using  a  logo  on  his 
shoes  resembling  the 
Arabic  script  for  Allah, 
and  had  to  recall  38,000 
pairs.  But  he  should  be 
giving  shoppers  some 
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relief.  The  company's 
new  focus:  less  expen- 
sive shoes. 


PHILIP  F.  ANSCHUTZ 


Net  worth:  $5  billion 

Doubled  his  net  worth 
with  last  month's  ipo  of 
fiber-optic  network 
Qwest  Communica- 
tions. Also  completed  a 
$3.9  billion  merger  of 
Southern  Pacific  and 
Union  Pacific  railroads 
in  September  and  was 
cleared  to  build  a  south- 
ern California  crude  oil 
pipeline. 


LEONARD  A.  AND 
RONALD  S.  LAUDER 


Net  worth:  $4.9  billion 

Leonard  runs  the 
global  cosmetics  empire 
founded  by  their 
mother,  Est.ee. 
Acquired  hip  brands 
M.A.C.  and  Bobbi 
Brown  Essentials. 
Ronald  concentrating 
on  building  communi- 
cations empire  in 
middle  Europe  through 
Central  European 
Media.  In  June  he 
failed  to  win  auction 
for  new  Hungarian  TV 
licenses. 


LAURENCE  A.  AND 
PRESTON  R.  TISCH 


Net  worth:  $4.7  billion 

Tisch  image  for  invest- 
ment savvy  somewhat 
tarnished  by  recent  cau- 
tion. Their  principal 
investment  vehicle, 
Loews  Corp.,  lagged 
stock  market  by  far 
during  the  roaring 
1990s.  Looking  for  a  lift 
with  Loews'  recent  $4.2 


million  investment  in 
Delta  Air  Lines. 


CHARLES  De  GANAHL 
AND  DAVID  H.  KOCH 


Net  worth:  $4.4  billion 

Two  of  four  brothers 
who  inherited  Kansas- 
based  oil  conglomerate, 
Koch  Industries — at 
nearly  $30  billion  sales, 


the  second-largest  pri- 
vate company  in  the 
U.S.  after  Cargill  (see). 


RONALD  O.PERELMAN 


Net  worth:  $4  billion 

Ron  rarely  loses  one, 
but  he  did  this  year 
when  Carl  Icahn,  until 
then  something  of  a 
has-been,  snatched  con- 


trol of  Marvel  Enter- 
tainment from  Perel- 
man,  who  had  put  it 
into  bankruptcy. 


McCAW  FAMILY 


Net  worth:  $3.8  billion 

Craig  McCaw,  47,  par- 
layed family's  cable  TV 
company  inherited  from 
his  father  into  a  cellular 
network  that  he  sold  to 
AT&T  for  $11.5  billion 
in  1995.  He  and  broth- 
ers Bruce,  John  Jr.  and 
Keith  have  reinvested  in 


digital  wireless  via 
Nextel  Communica- 
tions. Craig  also  owns 
Teledesic  satellite  ven- 
ture with  Bill  Gates 
and  Boeing  Co. 


EDWARD  C.  (NED)  AND 
ABIGAIL  JOHNSON 


Net  worth:  $3.8  billion 

For  years  the  wun- 
derkind  of  the  mutual 
fund  industry,  Fidelity 
has  lagged  in  perfor- 
mance and  market  share 
in  the  past  few  years 
under  onslaught  from 
rivals  like  Vanguard  and 
Charles  Schwab. 
Daughter  Abigail,  35, 


was  anointed.  Can  she 
and  her  65 -year-old  dad 
turn  around  the  $535 
billion  (assets  under 
management)  firm  of 
which  between  them 
they  own  37%?  Don't 
count  them  out. 


Net  worth:  $3.8  billion 

Rumors  are  flying  that 
Kerkorian  might  take 
MGM  public  this  year 
(after  buying  it  three 
times  and  selling  it 
twice).  He's  gambling 
that  his  recent  purchase 
of  Orion  Pictures  from 
John  Kluge  will  sweeten 


mgm's  outlook.  Can 
Kirk  the  magician  pull  it 
off?  It's  rarely  safe  to 
bet  against  him. 


SUMNER  M.  REDSTONE 


Net  worth:  $3.4  billion 


These  are  not  the  best 
of  times  for  this  74- 
year-old  media  mogul. 
His  Viacom  owns  the 
immensely  successful 
MTV  and  Nickelodeon 


% 


networks,  but  the  sag- 
ging fortunes  of  its 
huge  Blockbuster  unit 
and  management  tur- 
moil have  made  the 
stock  a  serious  laggard. 


EDGAR  M.  BRONFMAN 


Net  worth:  $3.3  billion 

The  current  chairman  of 
Seagram  Co.  passed 
reins  to  son  Edgar  Jr., 
who  unloaded  most  of 
Seagram's  giant,  and 
extremely  profitable. 


stake  in  DuPont  to  buy 
80%  of  Hollywood's 
MCA.  Is  Edgar  an  inno- 
cent in  Tinsel  Land?  Or 
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did  he  make  a  smart 
switch?  Time  will  tell. 


HENRY  ROSS  PEROT 


Net  worth:  $3.3  billion 

Perot's  second  startup, 
nine-year-old  data 
processor  Perot  Systems 
Corp.,  plans  for  possible 
IPO  in  1998.  If  his  politi- 
cal career  ended  in 
fiasco,  he  clearly  still  has 
his  touch  in  the  business 
world. 


MICHAEL  DELL 


Net  worth:  $3.3  billion 

This  personable  32-year- 
old  started  direct  sales  of 
personal  computers 


from  his  college  dorm 
room  14  years  ago. 
Today  Dell  Computer  is 
the  largest  retailer  of  Pes 
using  the  Internet.  He 
competes  with  Ted 
Waitt's  (see)  Gateway 
2000,  but  Dell  offers 
faster  delivery. 


JOHN  R.  SIMPLOT 


Net  worth:  $3.2  billion 

"Mr.  Spud"  produces  2 
billion  pounds  of  tubers 
a  year,  including  half  of 
McDonald's  fries.  But 
the  eponymous  $2.8 
billion  (revenues)  com- 
pany has  been  hit  by 
Canadian  competitors 
armed  with  Nafta  and 
favorable  exchange 
rates.  But  don't  weep 
for  J.R.  His  stake  in 
Micron  Technology  was 
recently  worth  $1.4 
billion. 


STEPHEN  D.  BECHTEL  JR. 
AND  RILEY  P.  BECHTEL 


Net  worth:  $3  billion 

Revenues  of  this  fourth  - 


generation  construction 
behemoth  slipped  4%, 
but  the  master  builder, 
now  run  by  Steve's  son 
Riley,  is,  as  always, 
involved  in  headliner 
projects,  including  the 
$20  billion  construction 
of  Hong  Kong's  new 
airport  and  the  Channel 
Tunnel  rail  link. 


MAURICE  R.  GREENBERG 


Net  worth:  $2.9  billion 

In  May  Greenberg 
named  younger  son 
Evan  president  of  the 
global  insurance  empire 
AIG,  making  him  the 
number  two  man.  This 
after  older  son  and  one- 
time heir  apparent  Jef- 
frey departed  AIG 
abruptly  in  1995  for  a 
job  at  insurance  broker 
Marsh  &  McLennan. 
Family  soap  opera 
notwithstanding,  shares 
of  this  superbly  run 
company  keep  setting 
new  highs. 


JAY  VAN  ANDEL 


Net  worth:  $2.9  billion 


RICHARD  M.  DeVOS 


Net  worth:  $2.6  billion 

These  high  school  pals 
founded  door-to-door 
sales  operation  Amway. 
Publicly  traded  sister 
companies  in  Japan  and 
Asia  booming.  Rev- 
enues have  tripled  this 
decade,  to  $6.8  billion. 


The  firm  and  founders 
are  major  contributors 
to  the  Republican 
National  Committee. 
The  founders'  sons — 
Steve  Van  Andel,  41, 
and  Dick  DeVos,  41 — 
now  run  the  show. 


K.  RUPERT  MURDOCH 


Net  worth:  $2.8  billion 

One  of  Forbes'  top  ten 

entrepreneurs. 

(see  p.  103) 


HENRY  LEA  HILLMAN 


Net  worth:  $2.6  billion 

The  son  of  steel-and- 
coal  tycoon  John 
Hartwell  Hillman  Jr., 
the  78 -year-old  investor 
is  now  investing  in  med- 
ical technology  compa- 
nies. Henry  owns  80% 
of  his  family's  vast  Hill- 
man  Co.  empire,  with 
his  two  stepbrothers 
owning  the  rest. 


SAMUEL  C.  JOHNSON 


Net  worth:  $2.6  billion 

The  fourth-generation 
leader  of  family  business 
S.C.  Johnson  &  Son  has 
led  the  push  into 
nonwax  products  like 


Raid,  Windex  and 
Drano,  brightening  the 
company's  fortunes. 
Revenues  have  swelled 
from  $200  million  in 
1966,  when  he  took 
over,  to  more  than  $4 
billion  today.  He  con- 
trols 60%. 


GEORGE  SOROS 


Net  worth:  $2.5  billion 

The  fabulous  speculator 
who  "broke"  the  British 
pound  now  busies  him- 
self with  changing  the 


world — in  his  personal 
image.  Spending  heavily 
to  influence  politics 
both  here  and  in  East- 
ern Europe,  he  made 
something  of  a  spectacle 
of  himself  by  penning  a 
confused,  rambling  arti- 
cle in  a  monthly  maga- 
zine in  which  he  tried  to 
defend  discredited  wel- 
fare statism. 


JON  MEADE  HUNTSMAN 


Net  worth:  $2.5  billion 

Public-spirited  entrepre- 
neur got  his  start  with 
polystyrene  egg  contain- 
ers in  1970.  In  1982 
started  Huntsman 
Chemical,  used  leverage 
to  build  $4.3  billion 
sales  company.  Latest 
deal:  After  a  yearlong 
wait,  in  June  got  agree- 
ment to  buy  Rexene 
Corp.  for  $600  million, 
including  debt. 


RALPH  LAUREN 


Net  worth:  $2.4  billion 

His  fashion  and  furnish- 
ing house's  ipo  lit  up  the 
stock  market  in  June. 
Polo  shares  rose  21%  the 
first  day  of  trading — but 
soon  fell  back  to  earth. 
Never  mind.  Lauren 
pocketed  $465  million 
and  still  holds  47%  of 
the  company. 


THEODORE  W.  WAITT 


Net  worth:  $2.3  billion 

The  34-year-old 
founder  of  Gateway 
2000,  a  direct  marketer 
of  personal  computers, 
started  a  sales  network 
in  a  barn  and  was-a  bil- 
lionaire by  32.  With  the 
$200  million  acquisition 
of  Advanced  Logic 
Research,  will  soon  sell 
servers. 


ALFRED  LERNER 


Net  worth:  $2.3  billion 

Former  furniture  sales- 
man who  plowed  real 
estate  profits  into  bank 
stocks.  Now  owns  over 
44  million  shares  in 
MBNA,  the  country's 
largest  issuer  of  affinity 


credit  cards.  Was  part 
owner  of  Cleveland 
Browns. 


MICKY  ARISON 


Net  worth:  $2.3  billion 

Son  of  Carnival  Cruise 
Lines  founder  Ted 
Arison.  His  Miami  Heat 
basketball  team  lost  in 


its  first  conference  final, 
but  Arison,  48,  could 
score  a  bigger  victory  if 
his  recent  $525  million 
bid  for  Celebrity  Cruise 
Lines  goes  through. 


WILLIAM  WRIGLEY 
AND  FAMILY 


Net  worth:  $2.2  billion 

A  tale  of  two  worlds  for 
the  maker  of  Juicy  Fruit 
and  Big  League  Chew. 
Internationally  the  busi- 
ness has  been  strong, 
with  consumers  in 
China  and  Eastern 
Europe  chewing  away. 
But  domestically,  mar- 
kets for  sugarless  gum 
have  softened. 


MARVIN  H.  DAVIS 


Net  worth:  $2.2  billion 

Los  Angeles-based 
financier  and  dealmaker 
batted  zero  in  1996. 
Most  active  vehicle  is 
Davis  Gaming.  Current- 
ly facing  opposition  in 
bid  to  finance  $75  mil- 
lion casino  expansion  on 
Wisconsin  reservation. 
A  $928  million  buyout 
bid  for  condom  maker 
Carter- Wallace  went 
nowhere. 


ROBERT  MUSE  BASS 


Net  worth:  $2.2  billion 

Left  out  of  the  loop 
when  dad  gave  tacit 
control  over  oil  fortune 
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to  other  sons  (see). 
Formed  his  ow  n  invest- 
ment vehicle,  Keystone, 
in  1983.  Likes  s&i.s: 
controls  4.5%  of  Wash- 
ington Mutual,  worth 
over  $700  million.  In 
May  took  over,  with 
partner  Cypress  Group, 
Williams  Scotsman,  a 
trailer  manufacturer. 


MICHEL  FRIBOURG 
AND  FAMILY 


Net  worth:  $2.1  billion 

Michel's  son  Paul,  43, 
was  named  trading 
company  Continental 
Grain's  new  chief  execu- 
tive in  April.  The  family 
doubled  its  net  w  orth 
last  year  by  taking 
public  the  firm's  finan- 
cial services  arm,  Conti- 
Financial  Corp.  Conti- 
nental Grain  is  U.S.' 
fourth -largest  private 
company. 


ROBERT  E.  (TED)  TURNER 


Net  worth:  $2.1  billion 

Now  the  largest  Time 
Warner  shareholder, 
with  11%,  Turner  is  as 
mouthy  as  ever.  Criti- 
cized fellow  moguls  for 
skimpy  charities,  only  to 
have  his  own  philan- 
thropies exposed  as 


more  tax  gimmicks  than 
cash.  Recently  threat- 
ened to  beat  up  rival 
Rupert  Murdoch. 
Meanwhile,  Time 
Warner  remains  debt- 
and  faction-ridden. 


LESTER  CROWN 


Net  worth:  $2  billion 

The  son  of  the  late 
Chicago  financier 
Henry  Crown,  Lester 
and  his  family  are  the 
largest  shareholders  of 
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defense  contractor  Gen- 
eral Dynamics,  with 
13%  control.  Lester  is 
still  believed  to  control 
most  of  the  family  for- 
tune, spread  among  var- 
ious trusts. 


JAMES  L.  SORENSON 


Net  worth:  $2  billion 

This  theatrical  76-year- 
old  sold  his  medical 
device  business  to 
Abbott  Labs  in  1980  for 
$100  million  in  stock; 
it's  now  worth  $1.6  bil- 
lion. Also  vast  real  estate 
holdings.  Now  incubat- 
ing a  host  of  biomedical 
and  technological  start- 
ups, including  video- 
conferencing-developer 
Sorenson  Vision. 


JAMES  GOODNIGHT 


Net  worth:  $2  billion 


JOHN  SALL 


Net  worth:  $1.3  billion 

Former  statistics  profes- 
sor Goodnight  wrote  a 
data-mining  computer 
program  and,  with 
cofounder  Sail,  built  a 
$653  million  (revenues) 
company  around  it. 
Their  sas  Institute  is 
now  the  largest  private 
software  company  in  the 
U.S.  Sail  no  longer  has 
much  involvement,  but 
still  owns  one-third  of 
the  company.  The  rest  is 
Goodnight's. 


GEORGE  LUCAS 


Net  worth:  $2  billion 

Fantasy  merchant's  rere- 
leased  Star  Wars  trilogy 
took  in  some  $250  mil- 
lion domestically  at  the 
box  office  in  four 
months.  Throw  in  all 
the  licensing  income 
from  toys,  books  and 
videos  and  it's  no 
wonder  his  Industrial 
Light  &  Magic  is  busy 
creating  more  Star  Wars 
spinoffs. 


nate  inherited  business 
from  bigamist  father, 
H.L.  Hunt.  Hit  a  major 
oil  strike  in  Yemen  in 
1984.  Hunt's  biggest 
risk  yet:  The  second 
phase  of  development  in 
Yemen,  a  20-year-deal 
begun  this  year  with 
three  partners.  He  plans 
to  export  9  trillion 
cubic  feet  of  liquefied 
natural  gas.  Price  tag: 
$5  billion. 


DONALD  L  BREN 


Net  worth:  $2  billion 

Orange  County's  econ- 
omy is  recovering  and 
with  it  Bren's  real  estate 
portfolio.  He's  now 
scooping  up  office  and 
industrial  space  in  Sili- 
con Vallev  and  North 


Net  worth:  $2  billion 

Fligh-rolling  oil  mag- 


San  Diego.  Publicly 
traded  Irvine  Apartment 
Communities  REIT,  is  up 
50%  this  year.  His 
stake's  worth  about 
$700  million. 


PETER  M.  NICHOLAS 


Net  worth:  $1.9  billion 


JOHN  E.  ABELE 


Net  worth:  $1.8  billion 

The  odd  couple  met  at 
a  kids'  soccer  game  in 
1979  and  soon 
cofounded  medical 
device  manufacturer 
Boston  Scientific. 
Merger  binge  since 
1992  ipo,  acquiring 
companies  left  and 
right — 1 1  in  two  years, 
quadrupling  revenues  to 
$2  billion.  In  April  pur- 
chased Target  Thera- 
peutics for  $1.1  billion. 


DAVID  GEFFEN 


Net  worth:  $1.9  billion 

After  three  TV  failures 
and  a  flopped  record 
album  in  1996,  it's  now 
do-or-die  for  this  Holly- 
wood heavyweight.  His 


DreamWorks  skg  is 
counting  on  the  1998 
release  of  its  first  ani- 
mated feature,  Prince  of 
Egypt,  for  redemption. 


CHARLES  R.  SCHWAB 


Net  worth:  $1.7  billion 

The  king  of  discount 
brokerage  houses  grows 
rapidly  as  a  major  factor 
in  financial  services. 
Schwab's  supersmart 
technology  and  market- 


ing know-how  has  put 
the  firm  in  first  place  in 
electronic  brokerage, 
with  fully  half  of  this 
rapidly  growing 
business. 


H.  WAYNE  HUIZENGA 


Net  worth:  $1.7  billion 

Built  his  first  fortune 
with  waste  hauler  WMX, 
then  put  together  video 
stores  to  make  Block- 
buster Entertainment. 
Now  the  former 


lA 

garbage  truck  driver  is 
consolidating  car  dealer- 
ships. Since  he  invested 
in  Republic  in  1995,  the 
company  has  spent 
more  than  $1  billion 
buying  up  26  automo- 
bile dealerships. 


KENNETH  TROUTT 


Net  worth:  $1.4  billion 

His  Excel  Communica- 
tions, which  sells  long- 
distance service  through 
an  Amway-like  direct- 
sales  marketing  force, 
agreed  in  June  1997  to 
buy  Telco  Communica- 
tions for  $1.2  billion  in 
cash  and  stock.  Raised 
in  an  Illinois  housing 
project,  Troutt,  49, 
started  Excel  in  1988 
and  took  the  Dallas- 
based  company  public 
in  1996. 


DAVID  ROCKEFELLER 


Net  worth:  $1.4  billion 

Grandson  of  John  D. 
Rockefeller,  America's 
first  billionaire  and 
founder  of  Standard 


Oil.  David,  now  82, 
became  banker.  Led 
Chase  Manhattan  into 
global  expansion.  Chase 
merged  with  Chemical 
last  year,  ending  decades 
of  Rockefeller  influence. 

Forbes  ■  July  28,  1997 
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Don't  wait  for  your  local  phone  business.  You'll  receive  more  attention  and  quicker 

company  to  change.  Change  your  response  to  your  needs.  We  can  design  a  telecom- 

local    phone    company   to    TCG.®  munications  solution  that's  tailored  to  your  business, 

TCG  is  the  other  local  phone  company,  whether  you  need  basic  local  telephone  service  or 

the  responsive  one — the  country's  largest  more  advanced  applications  like  data,  video  and 

competitive  local  exchange  company,  operating  Internet  services.  And  you'll  find  TCG  can  do  it 

in  57*  major  markets  and  serving  Fortune  500®  all  at  extremely  competitive  rates.  Can  your  local 

companies  and  companies  of  all  sizes  since  1985.  phone  company  do  that?  To  find  out  how  we  can 

What  makes  TCG  different?  At  TCG,  we  bring  a  help  your  business,  call  1-800-889-4TCG,  or  visit 

refreshing  customer-first  attitude  to  servicing  your  our  web-site  at  www.tcg.com. 


®!997  Teleport  Communications  Group  Inc.  O^S^  S&zf /tAoSM-  SY'/SyW/,. 
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FIL-ESTATE 


FIL-ESTATE:  Capitalizing  on 
a  Surging  Economy 

The  Philippines,  long  considered  a 
second-string  player  in  Asia,  has 
shed  its  inferior  image  in  recent 
years  and  joined  the  ranks  of  the 
dynamic  Asian  economies  fueling  the  region's 
unrivaled  growth.  Since  President  Fidel  Ramos 
was  elected  in  1992,  liberalization  in  key  eco- 
nomic sectors  and  other  market  reforms  have 
opened  up  unprecedented  business  opportu- 
nities in  the  Philippines,  unleashing  the 
nation's  entrepreneurial  spirit. 

Among  the  many  successful  enterprises 
that  capitalized  on  the  Philippines'  surging 
economy  in  the  past  five  years,  Fil-Estate 
Land,  Inc.  stands  out  as  one  corporation 


mi  L-i  At  the  Threshold 
of  Change  in  the  Philippines 


"The  aim  is  to  build  projects  that  help  the  Filipino 
attain  a  lifestyle  of  improving  quality  of  life," 
says  Vice  Chairman  Noel  Carino. 


the  year  ending  in  September  1997  is  pro- 
jected to  reach  2.4  billion  pesos  ($90  million). 

Now,  as  the  Philippines  enters  the  home 
stretch  of  its  economic  development  program 
-  which  aims  to  make  the  nation  a  newly 
industrialized  country  by  the  next  century  - 
Fil-Estate  is  determined  to  harness  the 
tremendous  business  potential  that  will  come 
with  rapid  growth. 

With  the  government  projecting  economic 


whose  spectacular  climb  to  the  top  mirrors 
the  country's  outstanding  growth  and  its 
promising  future. 

Fil-Estate  is  one  of  the  country's  fastest 
growing  and  most  profitable  property  firms, 
with  net  income  of  almost  2  b 
(US$75  million)  in  1996  and  1.2 
($45  million)  during  the  first  ha!f  c 
cal  year  ending  March  1997.  Totai  I  i 


growth  of  7%  to  8%  for  1997,  Fil-Estate 
expects  demand  in  property  to  continue  to 
surge  -  especially  in  the  residential  and  com- 
mercial sub-sector,  an  area  where  the  com- 
pany already  holds  a  dominant  position. 

Innovators  in  Development 

To  solidify  its  role  as  a  key  player  in  the 
country's  economic  revival  and  strengthen 
its  market  position,  Fil-Estate  has  also  set 
its  sights  on  other  lucrative  areas  of  devel- 
opment, such  as  the  construction  of  the 
EDSA  Metro  Rail  Transit  along  Epifanio 
de  los  Santos  Avenue,  Manila's  busiest 
thoroughfare. 

A  wholly  owned  subsidiary  of  Fil-Estate 
holds  a  significant  stake  in  the  consortium 
undertaking  the  train  project,  and  it  also  owns 
a  1 5%  stake  -  and  is  the  lead  company  -  in  a 
joint-venture  commercial  development  along 
the  mass  transit  line. 

Fil-Estate  also  has  lined  up  other  pioneer- 
ing projects  in  property  development  outside 
of  Manila,  including  Nasugbu,  Harbortown,  a 
1,200-heetare  resort  community  in  the  coastal 
province  of  Batangas  with  golf  courses 
designed  by  Jack  Nicklaus  and  Greg  Norman. 
The  company  is  also  developing  the  Fairways 
and  BJuewater  Resort,  Golf  and  Country  Club 
on  the  island  of  Boracay,  which  boasts  one  of 
the  world's  most  beautiful  beaches. 

"Fil-Estate  Land's  projects  in  the  country- 
side have  also  become  catalysts  for  local 
economic  growth,  as  they  lead  to  better 

"Armed  with  the  potency  of  our  professional  competencies 
and  the  unwavering  passion  for  excellence  imbued 
in  the  men  and  women  of  Fil-Estate,  we  are  confident 

that  the  company  is  well  positioned  to  meet  the 
challenges  of  an  increasingly  dynamic  marketplace, " 

says  Robert  Sobrepena,  President  and  CEO  of  Fil-Estate. 


roads  and  improved  utilities  that  result  in 
increased  commercial  activity,"  the  company 
noted  in  its  1996  annual  report.  "They  benefit 
not  only  the  project  site  but  also  the  neigh- 
boring communities."  Says  corporate  external 
affairs  spokesperson  Mike  Toledo,  "Fil-Estate's 
business  is  the  environment.  We  acquire  it, 
plan  it,  get  permits  for  it,  sell  it;  we  have  to 
protect  the  environment  because  it  is  our 
business." 

To  fund  its  projects,  Fil-Estate  has  built  up 
a  huge  and  almost  debt-free  capital  base  of 
6.2  billion  pesos  ($233  million)  over  the  past 
14  years.  Fil-Estate  Land  went  public  in 
November  1995  and  raised  about  2.7  billion 
pesos  ($103  million).  The  company  has  avoid- 
ed loading  itself  down  with  heavy  debt  by 
employing  a  unique  profit-sharing  arrange- 
ment with  other  landowners  in  most  of  its 
projects. 

The  land  investment  trust  agreement  for- 
mula -  whereby  Fil-Estate  goes  into  a  joint 
venture  with  property  owners  whose  only 
contribution  to  the  deal  is  their  land  -  has 
allowed  the  firm  to  take  part  in  massive 
development  projects  while  avoiding  big  cash 
outlays.  Only  32°/o  of  Fil-Estate's  own  land 
holdings  are  not  tied  up  in  joint  ventures. 

At  more  than  6,600  hectares,  the  land 
bank  held  by  Fil-Estate  and  its  partners  is  one 
of  the  largest  in  the  Philippines.  About  80% 
of  the  properties  are  in  special  economic 
zones  located  in  the  Calabarzon  area  south 
of  Manila,  a  high-growth  area  where 
investors  can  take  advantage  of  tax  breaks 
and  other  incentives. 

Fil-Estate  has  built  its  reputation  on  more 
than  just  conventional  development  projects. 
The  company  was  the  first  real  estate  develop- 
er in  the  Philippines  to  develop  a  residential 


and  golf  community.  In  total,  it  has  developed 
more  than  1,600  hectares  of  raw  land  into  14 
residential  subdivisions  and  commercial 
estates,  two  golf  communities  and  two  resi- 
dential office  condominiums. 

Dynamic  Sales  and  Financial 
Management 

Aside  from  diversifying  locations  and 
products,  Fil-Estate  Land  Chief  Financial 
Officer  Roberto  S.  Roco  says  another  corner- 
stone in  the  company's  success  is  its  sales 
force  of  more  than  30,000  people  who  not 
only  generate  income,  but  also  provide  project 
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growing  and  dismisses  fears  that  the  property 
sector  in  the  Philippines  is  heading  for  collapse 
within  the  next  two  years,  arguing  that  demand 
in  the  housing  sector  will  continue  to  push  its 
growth.  'There  is  now  a  lack  of  housing.  The 
backlog  is  known  to  be  3.8  to  4  million  house- 
holds up  to  1998  and  1999,"  Roco  notes  "The 
supply  is  only  150,000  units  every  year,  so  that 
backlog  will  continue  to  grow." 

To  minimize  any  possible  risk  from  a  future 
drop  in  property  prices,  Fil-Estate  has  limited 
high-rise  development  -  the  market  segment 
some  analysts  are  concerned  about  -  to  only 
6°/o  of  projected  1997  income.  The  fact  that 
most  high-rise  buildings  are  pre-sold  has  also 
made  such  developments  less  of  a  gamble. 

The  company  is  moving  into  other  lucra- 
tive growth  areas,  including  the  industrial 
and  retail-commercial  sub-sectors.  In  1997, 
the  property  giant  will  venture  into  its  first 
industrial  project,  transforming  630  hectares 
of  raw  land  into  the  Fil-Estate  Industrial  Park 
in  the  province  of  Cavite,  just  south  of 
Manila.  In  addition  to  focusing  on  traditional 
developments,  Fil-Estate  has  become  involved 
in  projects  that  are  expected  to  generate 
recurring  income,  such  as  the  rail  transit  in 
Manila  and  an  "ecocentrum"  -  a  76-hectare 


Says  Ferdinand  Santos,  Chairman  of  the  Board  of  Fil-Estate  Land: 

"Within  an  increasingly  competitive  environment, 
in  a  volatile  industry  affected  by  economic  and 
political  events,  the  Fil-Estate  team  has  unfailingly 
performed  beyond  expectatio  n.  Given  our  vision  and 
our  recent  level  of  achievement,  we  are  confident 
of  fulfilling  even  more  ambitious  goals." 


feasibility  and  joint-venture  proposals. 

The  property  giant  also  has  formulated  a 
policy  to  target  only  the  Philippines'  middle 
and  upper  income  markets  -  the  estimated 
one  million  people  earning  between  500,000 
and  2  million  pesos  ($19,000  to  $75,000)  a 
year.  Roco  says  the  middle,  upper  middle 
class  and  wealthier  market  segments  have 
been  its  top  buyers  for  most  of  its  projects 
because  "they  are  the  ones  with  the  willing- 
ness and  the  ability  to  purchase."  Sales  rev- 
enues grew  by  118%  in  1996  to  6.9  billion 
pesos  ($261  million)  after  rising  by 
98%  the  year  before. 

Roco  says  he  expects  sales  to  keep 


theme  park  that  features  shopping,  a  family 
entertainment  center  and  exhibit  halls. 

"Our  superior  products  have  enabled  us  to 
create  some  sort  of  brand  name,"  says  Roco. 
"If  a  Fil-Estate  project  is  to  be  launched,  it 
connotes  some  sort  of  brand-name  quality 
and  innovation.  We're  always  ahead  of  the 
pack  in  terms  of  concept." 

For  more  information,  please  maik  ana 
return  the  reader  response  card  in  this  issue. 


z  Fil-Estate  Land,  Inc. 


Europe 


Pockets  of  prosperity 


EMIUO  BOTIN  AND  FAMILY 


I-'or  nn-  avkrauh  Western 
,  1- uropean  the  economic  picture 

t       ,  ; , '  is  pretty  depressing,  what  with 

\,'         :  ■     'dHHr   double-digit  unemployment 
;\  ll  rates  and  seant  chance  of  major 

'         jit  improvement  soon.  The  mighty 

Jfjl        /fwl    welfare  state,  erected  on  their 
,      y  behalf,  has  become  a  airse.  But 

JL    n  most  of  Europe's  billionaires  arc 
'*.'*>,     :  doing  line,  thank  you,  because 
#  *  they  can  move  their  capital  and 

* ,  '  bh!    energies  to  brighter  parts  of  t  he 

'|_[  - 1'    1*  _         /       ■».':"  globe.  Witness  Bernard  Arnault, 
ir*  '^Tfj^j^jaj^^*.     head  of  luxury-goods  maker 

'''^^SSKft^'- -i  I.VMH.  Or  Alain  Wertheimer  and 
Jean-Louis  Dumas-Hermes,  the 
heads,  respectively,  of  the  houses  of  (Chanel  and  Hermes.  As  Asian 
and  Latin  American  economies  prosper,  new  markets  open  for 
i.vmh's  Givenchy  and  Moet  Hennessey  brands.  These  billionaires 
profit  from  growing  private  wealth  all  over  the  world. 

Blocked  by  excessive  regulation  and  economic  stagnation  at 
home,  other  European  firms  are  moving  to  more  promising  mar- 
kets. Germany's  Otto  family  has  opened  catalog  retailing  operations 
in  China  and  Korea.  The  Oetker  clan  is  packaging  and  peddling 
foodstuffs  in  Shanghai.  While  the  Eurocrats  in  Brussels  build  social- 
ist edifices,  Europe's  most  talented  entrepreneurs  turn  elsewhere  for 
opportunity.  -Stki'HAN  Hkrrhka 

By  Stephan  Hcrrcra,  Luisa  Kroll,  Juliette  Rossant,  Silvia  Sansoni, 
Cristina  von  Zeppelin  and  Caroline  Waxier 


DENMARK 


MAERSK  MC-KINNEY 

M0LLER  

Net  worth:  $3.6  billion 

Status:  When  this  84- 
year-old  head  of  the 
world's  largest  contain- 
er-line network  talks,  his 
countrymen  listen.  Hold- 
ings: Owns  the  majority 
of  A.P.  Moller  Group,  a 
shipping,  oil  and  gas 
combine  with  estimated 


sales  of  $14  billion.  Dis- 
appointing earnings 
may  be  near:  A.P. 
Moller  is  spending  some 
$4  billion  on  new  ships, 
hoping  economies  of 
scale  will  pay  off.  Other 
interests:  Yachting  and 
philanthropy  through 
the  A.P.  Moller  and 
Chastine  Mc-Kinney 
Moller  Foundation 
(named  for  his  parents). 

KJELP  KIRK  KRISTIANSEN 
worth:  $2,5  billion 

Status:  The  head  of 
I^ego,  the  world's  fifth- 
largest  toy  company — 
outside,  there's  the 
famous  Legoland  theme 
park;  inside,  even  the 
boardroom  table  has 
bow  Is  of  Legos  on  it. 
Holdings:  Consolidated 
most  of  the  family's  50 
Lego  companies  in  April 


under  $1.1  billion 
(sales)  Lego  Group. 
New  product  launches 
and  theme  park  open- 
ings, sets  aimed  at  girls 
and  cd-roms  should 
help  recover  market 
share  lost  to  personal 
computers.  Other  inter- 
ests: Kristiansen,  49,  lis- 
tens to  Jimi  Hendrix 
recordings  and  breeds 
horses. 


Net  worth:  $4  billion 

Status:  Chairs  Banco  Santander,  which  con- 
tinued its  aggressive  expansion  in  Latin 
America  with  the  purchase  in  May  of  a  con- 
trolling stake  in  Argentina's  Banco  Rio  de  la 
Plata  for  $594  million  (see  Perez  Companc). 
It's  now  Latin  America's  leading  foreign 
bank.  Holdings:  Family  believed  to  own  25% 
of  $150  billion  (assets)  Banco  Santander. 
They  also  own  an  8%  stake  in  Bankinter. 
Other  interests:  Classical  music.  Wife  Paloma 
is  a  concert  pianist,  and  each  year  the  family 
sponsors  a  classical  music  competition  in 
Santander,  Spain. 


FRANCE 


GERARD  MULLIEZ 

AND  FAMILY  

Net  worth:  $7  billion 

Status:  Their  galaxy  of 
retail  hypermarkets  is 
the  essence  of  French 
family  capitalism:  ultra- 
secretive  hands-on  man- 
agement. Holdings:  He 


owns  5%,  and  some  290 
family  members  own 
85%,  of  $24  billion 
(sales)  hypermarket 
colossus  Auchan,  which 
gobbled  up  rival  Docks 
de  France  last  year  for 
$3.4  billion.  Also  owns 
specialized  retail  chains 
and  a  chain  of  fast-food 
restaurants.  Other  inter- 
ests: No  Ferraris  or  pri- 
vate jets  for  this  frugal 
billionaire.  Gerard,  66, 
drives  a  secondhand  car 
and  rarely  flies.  He  lends 
money,  interest-free,  to 
entrepreneurs  through- 
out northern  France. 

FRANCOIS  PINAULT  (new) 
Net  worth:  $3.6  billion 

(seep.  143) 

BERNARD  ARNAULT  (new) 
Net  worth:  $3.1  billion 

{seep.  102) 
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STEPHAN  SCHMIDHEINY 


Net  worth:  $3  billion 

Status:  This  49-year-old  proponent  of  environmentally  responsible  busi- 
ness started  out  working  with  his  family's  asbestos -cement  firm.  He 
wrote  two  books  on  sustainable  development  and  was  a  major  force 
behind  the  1992  Rio  Earth  Summit;  created  what  is  now  the  World 
Business  Council  for  Sustainable  Development.  Holdings:  He  owns 
about  5%  of  the  parent  company  of  Swiss-Swedish  engineering  power- 
house Asea  Brown  Boveri  and  owns  Leica  Instruments,  which  spun  off 
Leica  Camera,  which  went  public  last  year.  Other  interests:  Major 
modern  art  collection — pieces  by  Warhol  and  Twombly.  Sits  on  the 
Chairman's  Council  at  New  York's  Museum  of  Modern  Art. 


FRANCOIS  PINAULT  (NEW) 


Net  worth:  $3.6  billion 

Status:  This  entrepreneur  from  Brittany 
used  huge  financial  leverage  to  trans- 
form a  modest  timber  business  into 
the  sprawling  Pinault-Printemps-Re- 
doute  retail  empire.  Holdings:  Owns 
26%  of  $18  billion  (sales)  Pinault- 
Printemps-Redoute,  a  cash-rich  mix  of 
department  stores,  mail  order 
businesses  and  retail  chains.  U.S. 
stakes  include  Florsheim  Shoe  and 
Vail  Resorts  through  funds  managed 
by  Leon  Black.  Other  interests:  His 
chateau  outside  Paris. 


JEAN-LOUIS 
DUMAS-HERMES 
AND  FAMILY 


Net  worth:  $2.9  billion. 

Status:  By  preserving 
the  exclusivity  of  the 
160-year-old  brand,  this 
chairman  of  Hermes 
International  can  get 
S275  for  a  silk  scarf  and 
$120  for  a  tie.  The 
trick?  Great  marketing: 
He  stages  exhibitions  of 
the  maison's  collections 
in  Orange  County, 
Calif,  and  Tokyo,  spon- 
sors events  like  the 
horse  races  in  Chantilly, 
France  and  hosts  many  a 
gala  dinner.  Holdings: 
Clan  owns  80%  of 
Hermes.  Wife,  Rena,  an 
interior  architect,  super- 
vises design  of  new 
stores;  cousin  Laurent 
Mommeja-Hermes,  41, 
runs  U.S.  operations; 
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while  son,  Pierre-Alexis, 
manages  business  in 
China  from  Hong  Kong 
office.  Other  interests:  A 
watercolor  painter  in  his 
free  time,  Jean-Louis  is 
the  creative  force 
behind  the  Hermes 
collections. 

ALAIN  WERTHEIMER 

AND  FAMILY  

Net  worth:  $2.1  billion. 

Status:  The  owner  and 
chairman  of  Chanel  has 
preserved  the  brand's 
legend  and  logo  by 
snubbing  licensing 
agreements.  Holdings: 
The  family  owns  100% 
of  fashion  maison 
Chanel.  Also  a  stable  of 
120  race  horses  and  a 
stake  in  Frederic 
Fekkai's  fancy  New  York 
hair  salon  Other  inter- 
ests: The  horse  races  in 


Paris  and  Deauville, 
Normandy,  or  relaxing 
at  his  106-acre  horse 
farm  in  Bordeaux. 

GERARD  LOUIS-DREYFUS 

AND  FAMILY  

Net  worth:  $1.7  billion 

Status:  Under  the  lead- 
ership of  Gerard,  65, 
S.A.  Louis  Dreyfus  & 
Cie.  continues  to  make 
its  mark  as  one  of  the 


world's  top  trading 
giants — in  commodities 
ranging  from  grain  to 
orange  juice  to  electrici- 
ty. Last  month  they 
announced  the  sale  of 
their  stake  in  Duke 
Louis  Dreyfus,  the  joint 
venture  with  Duke 
Power,  for  $247  million. 
Holdings:  A  100%  stake 
in  Louis  Dreyfus  &  Cie. 
Family  also  commands 
21  cargo  vessels,  owns 
the  world's  third-largest 
orange  juice  processor 
and  has  the  license  for 
Ralph  Lauren  in 
Europe.  Other  interests: 
Watches  Seinfeld.  His 
daughter,  Julia,  stars  on 
the  hit  TV  sitcom. 

MICHEL  DAVID- 

WEILL  

Net  worth:  $1.2  billion 

Status:  The  64-year-old 


boss  of  Lazard  Freres, 
the  Anglo-American  - 
French  investment 
bank,  faces  a  succession 
dilemma,  since  son-in- 
law  and  heir  apparent 
Edouard  Stern  quit  the 
firm  in  May.  Holdings: 
Family  owns  part  of, 
and  controls,  Lazard 's 
New  York,  Paris  and 
London  houses,  which 
have  flourished  with  the 
boom  in  m&as  in  the 
past  year  Other  inter- 
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SIR  ANTHONY  BAMFORD  AND  FAMILY  (NEW) 
Net  worth:  $1.3  billion 

Status:  Sir  Anthony,  5 1 ,  is  the  chair- 
man of  JCB,  Europe's  leading  manufac- 
turer of  construction  equipment.  Some 
of  the  bright  yellow  JCB  machines  out- 
sell comparable  oaes  from  Case  and 
Caterpillar.  JCB  is  so  well-known  in 
Britain  that  it  is  listed  in  the  oed.  Hold- 
ings: The  family  owns  100%  of  debt- 
free  JCB.  Sales  have  more  than  doubled 
in  five  years,  to  $1.25  billion,  thanks  to 
a  big  push  in  exports.  Other  interests: 
Collects  classic  cars  and  invites  celebri- 
ties like  actress  Joan  Collins  to  his  vaca- 
tion home  in  Barbados. 


ANTHONY  O'REILLY  (NEW) 


Net  worth:  $1.2  billion 

Status:  A  former  Irish  rugby  star,  now  H.J.  Heinz's  chief  executive. 
O'Reilly,  61,  announced  his  likely  successor  in  March,  so  expect  him  to 
spend  more  time  on  the  Emerald  Isle.  Holdings:  1.6%  of  Heinz,  plus  chairs 
Irish  china-  and  crystalmaker  Waterford  Wedgwood  and  Independent 
Newspapers,  Pic,  the  leading  chain  in  Ireland  and  South  Africa.  Second 
wife  and  Greek  shipping  heiress  Chryss  Goulandris  worth  some  $300  mil- 
lion. Other  interests:  Lavish  weekend  meetings  at  the  couple's  Lyford  Cay, 
Bahamas  retreat  and  Irish  estate  Castlemartin  are  legendary.  Paid  $2.5 
million  for  Jackie  Onassis'  40-carat  diamond  ring  for  his  wife. 


ests:  Playing  poker, 
smoking  cigars,  tending 
palatial  residences  in 
New  York,  Paris  and 
Cap  d'Antibes. 


FRANCE/ 
UNITED  KINGDOM 


SIR  EVELYN  AND  BARON 
DAVID  DE  ROTHSCHILD 
AND  FAMILY 


Net  worth:  $1.5  billion 

Status:  The  original 
global  financiers  have 
regained  prestige  as  top 
advisers  on  privatization 
deals.  Last  year  advised 
British  Telecom  on  its 
$22  billion  merger  with 
MCI.  Sir  Evelyn  rules  the 
roost  from  London, 
while  heir  apparent, 
cousin  Baron  David 
(left),  operates  from 
Paris.  Low-profile  Baron 
Edmond,  with  his  suc- 
cessful private  bank- 
ing/asset management 
business,  is  said  to  be 
the  richest.  Holdings: 
Estimated  53%  stake, 
worth  $800  million,  in 
Rothschilds 

Continuation  Holdings 
AG,  a  hodgepodge  of 
inancial  assets  anchored 
by  London  bank  N  M 
Rothschild  &  Sons.  Plus 
Ch      u  I  ante  vineyard. 
Not  counted:  Assets 
outs; J  interests  of 


Evelyn,  David  and 
Edmond. 


GERMANY 


THEO  AND  KARL 
ALBRECHT  AND  FAMILY 
Net  worth:  $11.5  billion 

Status:  The  Albrechts' 
Aldi  discount  stores  are 
piled  high  with  no-frills, 
bulk-packaged  goods 
ranging  from  TV  sets  to 
breakfast  biscuits.  Price- 
conscious  German  shop- 
pers have  made  the 
brothers  Europe's 
largest  grocers.  Holdings: 
4,000  Aldi  stores  gross- 
ing an  estimated  $26  bil- 
lion, plus  an  11%  chunk 
of  Boise,  Idaho-based 
Albertson's,  worth 
nearly  $1  billion.  Also 
extensive  land  holdings 
in  Germany;  the  broth- 
ers' sons,  Theo  Jr.  and 
Berthold,  and  Karl  Jr. 
now  run  the  show. 


HANS  JOACHIM 
LANGMANN  AND  FAMILY 
Net  worth:  $5.6  billion 

Status:  A  physicist  who 
married  a  Merck  heiress 
in  the  1950s,  Lang- 
mann  has  been  head  of 
the  drugs-and-chemi- 
cals-making  family  for 


billion  sales  Merck 
KGaA  (it  split  from  U.S. 
Merck  &  Co.  during 
WWI).  Other  interests: 

Vacations  in  the  Black 
Forest  and  on  the 
North  Sea  island  of  Sylt. 

ALBRECHT  WOESTE 
AND  HENKEL  FAMILY 
Net  worth:  $5.2  billion 

Status:  Albrecht 
Woeste's  chemical  giant, 
Henkel,  has  joined  the 
exodus  of  German 
industry  from  its  home- 
land, where  destructive 
taxation  and  employ- 


over  30  years.  At  72  still 
runs  Merck  KGaA  with 
an  iron  fist.  Holdings: 
Family  owns  75%  of  $4 
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What  Could  Be  More  Rewarding  Than  Double 
HHonors  Points  For  Your  Hilton  Stays? 


A  Free  Night  After  Three  Stays. 


When  you  charge  your 


Double  Dip*  stays  at  participating  Hilton,  Conrad  International  and  Vista  hotels  with  an  American  Express® 
Card  between  June  2  and  August  31, 1997,  you'll  earn  double  Hilton  HHonors®  Base  points.  Plus,  you'll  earn  one 
free  weekend  night  after  every  three  Double  Dip  stays  during  the  same  period -up  to  three  free  nights.  Double 
Dipping®  means  you  earn  both  HHonors  points  and  airline  miles  for  the  same  qualifying  stay.  It's  one  more  way 
that  Hilton  HHonors  Worldwide  is  making  your  business  travel  even  more  rewarding.  For  reservations,  call  your 


Membership,  earning  and  redemption  of  points  are  subject  to  HHonors  Terms  and  Conditions.  Normal  rules  for  earning  HHonors  points 
and  airline  miles  apply.  Refer  to  your  HHonors  program  membership  materials  for  rate  and  other  restrictions.  Limit  three  free  nights 
with  this  offer.  Free  nights  are  subject  to  availability  and  include  room  rate  and  tax  only,  and  do  not  include  incidentals,  other  taxes 
or  gratuities.  Blackout  dates  apply.  A  "stay"  refers  to  the  total  period  of  consecutive  nights  at  the  same  hotel,  whether  or  not  a  guest 
checks  out  and  back  in  again.  Members  will  be  notified  of  qualification  after  the  promotion  has  ended.  ©1997  Hilton  HHonors  Worldwide. 


professional  travel  agent,  or  for  reservations  and  HHonors  enrollment, 


visit  HiltonNetSM  at  http://www.hilton.com  or  call  1-800-HILTONS. 


da  mora 


Cards 


HILTON 

HHONORS 

WORLDWIDE 


Europe 


.  ii 


RICHARD  BRANSON 


Net  worth:  $2.1  billion 

Status:  High  school  dropout  turned  madcap  billionaire.  Branson,  47,  has  been  up  to  his 
usual  high  jinks:  dressing  in  a  wedding  gown  for  the  opening  of  Virgin  Bride  and  booing 
British  Airways'  proposed  merger  with  American  Airlines  by  painting  "No  Way  ba/aa"  on 
20  Virgin  planes.  Also  returned  to  his  music  roots,  launching  the  V2  Music  Group.  Hold- 
ings: Heads  private  $2  billion  (revenues)  travel-entertainment-retail  conglomerate  whose 
newer  ventures  include  Virgin  Rail,  jeans,  cosmetics  and  mutual  funds.  Other  interests: 
Hot-air  ballooning  (his  attempt  to  circumnavigate  the  globe  ended  with  a  thud  in  north- 
western Algeria  earlier  this  year);  relaxing  on  his  private  Necker  Island  in  the  British  Virgin 
Islands. 


ment  laws  make  manu- 
facturing uncompetitive. 
Henkel  has  recently 
bought  Novamax  and 
Loctite  in  the  U.S.  Also 
charging  into  Asia  and 
Latin  America.  Holdings: 
The  Woeste  family  still 
owns  66%  of  $9 .4  bil- 
lion (sales)  Henkel 
Group,  founded  by 
great-grandpa  Fritz 
Henkel. 

ERIVAN  HAUB 

AND  FAMILY  

Net  worth:  $5  billion 
Status:  Haub,  64, 
brought  U.S. -style  food 
retailing  to  his  country 
and  now  has  over  4,000 
supermarkets.  Holdings: 
100%  of  Tengelmann 
Group  (sales:  $29.1  bil- 
lion), which  owns  54% 
of  a&p  supermarket 
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chain  in  U.S.  Eldest 
son,  Karl-Erivan,  37, 
heads  Tengelmann's 
European  business; 
third  son,  Christian,  33, 
runs  A&p.  Other  inter- 
ests: A  dedicated  envi- 
r<  'iimentalist  and  very 
pro-American,  he  took 


out  full-page  newspaper 
ads  supporting  U.S. 
troops  during  Desert 
Storm. 

OTTO  BEISHEIM  

Net  worth:  $4.8  billion 

Status:  Built  S36  billion 
'sales)  Metro  AG  into 
one  of  Europe's  largest 
general  merchandise 
retailers.  Now  working 
on  a  second  fortune  in 
digital  TV  with  fellow 
multibillionaire  Leo 
Kirch  (see).  Holdings: 
One-third  of  Metro  AG 
and  roughly  a  quarter  of 
Metro  Group.  Last  year 
he  reportedly  invested 
nearly  $  1  billion  in  the 
Kirch  Group.  Other 
interests:  Reclusive 
Beisheim,  73,  is  said  to 
spend  most  of  his  time 
at  his  estate  in  Switzer- 


land in  the  pampered 
care  of  a  manservant 
and  a  phalanx  of  securi- 
ty guards. 

MICHAEL  OTTO  

Net  worth:  $4.5  billion 

Status:  The  S15  billion 
(sales)  Otto  Group  is 
the  world's  largest  mail 
order  concern;  catalog 
company  Otto  Versand 


is  one  of  Germany's 
best-managed  firms. 
Holdings:  Otto,  54,  and 
his  family  own  65%  of 
Otto  Versand  and  nearly 
all  of  the  voting  stock  of 
the  New  Jersey- based 


Spiegel  Inc.  The  first 
Chinese  and  Korean 
catalogs  will  appear  this 
fall.  Other  interests: 

Tennis,  volleyball, 
skiing;  supports  modern 
art  and  environmental 


GUNTER  HERZ 

AND  FAMILY  

Net  worth:  $3.6  billion 

Status:  Eldest  son  of 
coffee  magnate  Max 
Herz,  this  publicity-shy 
businessman  runs  the 
Tchibo  coffee  retailing 
chain,  Starbucks  writ 
large.  Holdings:  Herz, 
57,  and  family  own 
100%  of  Tchibo  Hold- 
ing AG;  26%  of  Beiers- 
dorf  AG,  maker  of  Nivea 
skin  care  products;  and 
63%  of  Reemtsma,  Ger- 
many's second-largest 
cigarette  producer. 
Other  interests:  Breeds 
race  horses  at  his  stud 
farm  in  Schleswig- 
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There  is  an  entire  world  beneath  this  sky,  and  on  it  daily,  2,066, 706 futures  are  traded, 
69,960,000  barrels  of  oil  are  produced,  136,145  cars  roll  off  assembly  lines,  countless 
disasters  occur  and  fortunes  are  made  and  lost  in  the  blink  of  an  eye.  Yet,  with  all  this  diversity, 
one  basic  need  transcends  all  others.  The  need  to  communicate.  This  is  our  planet.  From 
where  we  sit,  there  are  no  borders  dividing  countries,  no  ribbons  of  telephone  lines,  no  dishes, 
just  the  sky.  And  if  you  can  see  the  sky,  you  can  communicate  on  our  planet. 


INTRODUCING 


One  Planet  No  Boundaries: 


The  first  affordable,  portable,  global  satellite  communications  service.  Phone,  fax  and  email  for  about  the  price  of  a  laptop  computer. 
Call  1  888  PLANET  1  at.  13  or+1 301  214  3500  at.  13  outside  the  U.S.  Email:  Planetl@comsat.com  Web:  www.comsat.com/planetl  ^COMSAT 

Plan/1 I  is  a  trademark  and  servicemark  of  CO.  MSA  T  Corporation.  I  'sees  of  Plane!  I  phones  and  services  are  responsible  for  obtaining  any  authorizations 
or  approvals  necessary  for  the  lawful  operation  or  use  thereof.  Certain  countries  may  restrict  or  prohibit  the  operation  or  use  of  Planet  I  phones  and  services. 


Expertise, 


M 


Leadership 
is  more 
than  numbers. 


With  $450  billion  in  assets  under  mana- 
gement, AXA  is  a  world  leader  in  insu- 
rance and  investment.  With  100,000 
men  and  women  sharing  the  same 
vision  in  more  than  50  countries,  we 
strike  a  unique  balance  between  global 
experience  and  local  expertise  that 
allows  us  to  develop  solutions  tailored 
to  your  goals.  Here  in  the  US,  where  we 
manage  $230  billion  in  assets,  we've 
been  serving  clients  for  over  137  years. 
You  know  us  as  Equitable,  Alliance 
Capital  and  Donaldson,  Lufkin  & 
Jenrette,  companies  whose  outstanding 
track  record  allows  us  to  say: 


Go  ahead 


INSURANCE  &  INVESTMENT 

wrra  our  us  member,        Ll  [7  V  BL  E  ( i  OM 

Please  visit  our  Web  site:  http://www.axa.com 


The  Porsche-Piech  clan 
owns  76%  of  publicly 
traded  Porsche  AG 
(sales,  $1.6  billion)  and 
100%  of  Austria's 
Porsche  Holding,  the 
country's  largest  car 
dealer  and  importer.  No 
shortage  of  potential 
successors:  Twice  mar- 
ried, Piech  has  13 
children. 


Net  worth:  $3.1  billion 

Status:  Dominates  Ger- 
many's generic  and 
wholesale  drug  market. 
Holdings:  100%  ofMer- 
ckle  GmbH  (private 
label)  and  Ratiopharm 
GmbH  (generic  drugs) 


Net  worth:  $3.6  billion 

Status:  One  of  Forbes' 
Top  10  entrepreneurs. 
(see  p.  102) 

FERDINAND  PIECH 

AND  FAMILY  

Net  worth:  $3.4  billion 

Status:  Grandson  of 
Ferdinand  Porsche, 
chairman  of  Volkswagen 
AG  and,  at  60,  Ger- 
many's foremost  auto 
executive.  A  ruthless 
manager  and  skilled 
engineer,  he  helped 
develop  the  Porsche 
911  engine.  Holdings: 


and  at  least  25%  of 
Phoenix  Phartnhandel 
(wholesale  drugs).  Other 
interests:  Except  for  his 
forays  into  the 
Himalayas,  he  lives  a 
simple  life — no  known 
mansions,  limos  or 
yachts  here.  At  63,  he's 
grooming  son  Ludwig 
as  successor. 

LEO  KIRCH 
AND  FAMILY 


Net  worth:  $2.8  billion 

Status:  Germany's 
biggest  broadcast 
baron,  Kirch,  70,  is  cur- 
rently suffering  sluggish 
demand  for  his  new  dig- 
ital-TV venture,  DF1, 
into  which  he  has 
already  reportedly  sunk 
close  to  $1  billion.  Also 
has  pledged  S5  billion 


to  Hollywood  for  pro- 
gramming (Forbes, 
May '19).  "People  have 
counted  me  out 
before,"  he  says.  "Digi- 
tal is  long  term."  Hold- 
ings: Kirch's  privately 
held  Kirch  Group  owns 
at  least  a  25%  stake  in 
Germany's  major  media 


concerns,  including 
Axel  Springer,  Satl  and 
Premiere.  Son,  Thomas, 
owns  large  stake  in 
Pro7,  now  public. 

RUDOLF  OETKER 


Net  worth:  $2.8  billion 

Status:  The  80-year- 
old's  Oetker  Group,  a 
sprawling  consortium  of 
food-processing,  bank- 
ing, shipping,  brewing 
and  publishing  firms, 
has  been  making  up  for 
slow  growth  at  home  by 
blanketing  Eastern 
Europe  and  Russia  with 
packaged  food  prod- 
ucts. Holdings:  100%  of 
$3  billion-plus  sales 
Oetker  Group,  watch 
for  frozen  french  fries, 
ice  cream  and  "Dr. 
Oetker"  fortune  cookies 
in  Shanghai. 

REINHARD  MOHN 
AND  FAMILY 


Net  worth:  $2.4  billion 

Status:  Mohn,  75, 
helped  engineer  last 
year's  merger  of 
German  TV  broadcaster 
rtl  with  Luxembourg's 
clt,  creating  Europe's 
biggest  broadcaster. 
Holdings:  Family  holds  a 
20%  stake  in  Bertels- 
mann, the  $13  billion 
sales  TV-publishing- 


book-clubs  combine; 
Mohn  also  controls  the 
trust  that  holds  69%  of 


Bertelsmann.  Other 
interests:  Learned 
management  skills 
as  an  officer  in 
Rommel's  Afrika 
Corps  and  later  as  a 
POW  in  the  U.S.  with 
time  on  his  hands. 


GREECE 


SPIROS  LATSIS  

Net  worth:  $2.8  billion 

Status:  50-year-old  son 
of  shipping  magnate 
John  Latsis  took  con- 
trol of  his  father's 


A  chat  at  Davos 


Have  a  drink  with  Viscount  Roth- 
ermere,  proprietor  of  London's  Daily 
Mail  and  other  media  properties,  and 
meet  the  heir  to  one  of  the  world's  great 
media  empires.  We  cornered  him  at  the 
World  Economic 


Forum  at  Davos. 
As  befits  a  media 
baron,  Rother- 
mere  (family 
name,  Vere 
Harmsworth) 
held  forth  on  a 
wide  range  of 
subjects.  After 
ordering  a  Vichy 
water,  he  lights  a 
cigar.  Isn't  smok- 
ing dangerous  for 
a  71 -year-old? 
Genially  he 
explains  that  he 
took  up  stogies  a 
year  ago  on  the 
advice  of  a  90-year-old  friend  who  attrib- 
uted his  vigor  to  that  particular  form  of 
the  weed.  Talk  turns  to  Europe.  He 
warns  of  the  dangers  of  the  U.K.'s  taking 
on  the  euro  as  its  new  currency:  The  Brits 
aren't  ready  yet  to  submerge  their  identi- 
ty. "It's  too  soon,"  he  says.  The  persis- 
tence of  the  welfare  state  in  Western 
Europe  depresses  him.  "Eastern  Europe 
will  be  richer  than  Western  Europe  by 
2015,"  he  says.  No  matter:  His  Associated 
Newspapers  has  interests  in  Hungary — a 
country  that  once  offered  its  vacant 
throne  to  his  Hungarophile  grandfather. 

-Kerry  A.  Dolan 
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Even  state-of-the-art  computer  chip  | 


OUR  CEMENT  BUILT  THE  PLANT. 


manufacturers  depend  on  a 


WHICH  MAKES  COMPUTER  CHIPS. 


fundamental  material:  cement.  And  at  a 


growing  number  of  building  projects, 


Cemex  is  the  cement  of  choice.  With 


operations  in  22  countries  and  trade 


jteiations  with  60  countries,  Cemex 


combines  the  use 


of  the  latest  production  and  information 
technology  with  an  efficient,  environ- 
mentally sound  approach  to  meet  the 
needs  of  customers  everywhere.  You 
see,  we're  not  just  building  advanced 
manufacturing  plants — we're  building  a 


WHICH  CREATE  INFINITE  POSSIBILITIES. 


better  world.  To  learn  more,  visit  our 


web  site  at  www.cemex.com. 


THE     WORLD'S     CEMENT  COMPANY 


\M  o  r 

VV  U  I 


Europe 


empire  in  1995.  Hold- 
ings: The  second-largest 
Greek  shipping  fleet 
(after  Livanos,  see),  plus 
the  European  Financial 
Group,  comprising  four 
private  European  banks 
worth  $1.4  billion. 
Looking  to  acquire 
other  banks  as  he  moves 
away  from  shipping. 
Other  interests:  Owns 
four  yachts,  including 
the  Alexander,  397  feet 
long  and  the  fourth- 
largest  yacht  in  the 
world. 

PETER  LIVANOS 

AND  FAMILY  

Net  worth:  $1.5  billion 

Status:  The  patriarch, 
George  P.,  died  in  June, 
but  his  39-year-old 
bachelor  son  has  been 
running  the  family  ship- 
ping company  for  three 
years,  reoutfitting  it  with 
sophisticated  double- 
hulled  supertankers  for 
more  profitable  long 
term  contracts.  Holdings: 
Controls  100%  of  Ceres 
Hellenic  Shipping,  the 
largest  Greek  fleet,  in 
terms  of  tonnage,  worth 
an  estimated  $700  mil- 
lion, plus  a  smaller  flotil- 
la of  Russian-made 
hydrofoils  that  ply  the 
Greek  Isles.  Other  inter- 
ests: Skiing,  scuba 
diving,  flying  airplanes 
and  helicopters,  racing 
cars.  Has  residences  in 
London,  Athens  and 
Monte  Carlo. 


IRELAND 


ANTHONY  O'REILLY  (new) 
Not  worth:  $1.2  billion 

(seep.  144) 


SILVIO  BERLUSCONI 
Net  worth:  $4.9  billion 

Status:  Built  Italy's 
largest  private  media 
company,  Mediaset, 
then  went  into  politics 
and  served  briefly 
(May-December  1994) 
as  prime  minister.  Now 
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head  of  Italy's  right- 
wing  coalition,  Forza 
Italia.  Holdings:  51%  of 
Mediaset.  Has  sold  off 
46%  of  the  company  in 
the  last  two  years  to 
help  pay  down  debt 
and  expand  into  digital 
TV  and  telecommunica- 
tions. Other  interests: 
Watches  his  National 
League  soccer  team  play 
on  Sunday  afternoons. 

LUCIANO  BENETTON 

AND  FAMILY  

Net  worth:  $3.6  billion 

Status:  He's  posed 
naked  in  advertising 
campaigns — Luciano, 
62,  and  his  three  sib- 
lings would  do  anything 
to  sell  a  few  more 
sweaters.  Buoyed  by 
record  profits,  Benetton 
has  paid  off  its  debt  and 
plans  to  expand  the 


$1.8  billion  (sales) 
clothing  group  by 
branching  into  sports- 
wear to  match  the 
Rollerblade  (skates)  and 
Prince  (racquets)  brands 
the  family  owns.  Hold- 
ings: 71%  of  Benetton 
Group,  which  is  open- 
ing ten  megastores 
around  the  U.S.  this 
year.  The  stock's  up 
34%  from  last  year. 
Other  interests:  Big 
family  meals  when  he's 
not  on  the  road. 

GIANNI  AGNELLI 

AND  FAMILY  

Net  worth:  $3.3  billion 

Status:  Age  76,  the 

uncrowned  monarch  of 
Italy's  business  aristocra- 
cy handed  the  scepter  of 
car  giant  Fiat  to  lieu- 
tenant Cesare  Romiti 
last  year,  but  still  keeps 
his  office  at  the  austere 
Turin  headquarters. 
Holdings:  The  Agnelli 
family — about  80 
people — controls  32%  of 


Fiat,  which  is  entering 
developing  markets  with 
its  world  cars,  the  Palio 
and  the  Siena.  Brown 
University-educated 
Giovanni  Alberto  Agnel- 
li, 3  3 -year-old  nephew 
and  heir  designate, 
raised  eyebrows  by 
declaring  his  intention 
to  improve  shareholder 
value  and  corporate  gov- 
ernance. Other  interests: 
Sails  the  Mediterranean 
in  his  new  90-foot  yacht, 


Stealth,  and  hangs  out 
at  Turin's  exclusive 
Whist  Club. 

LEONARDO 

DEL  VECCHIO  

Net  worth:  $2.9  billion 

Status:  He  built  Luxot- 
tica,  the  world's  largest 
eyeglass  frame  company, 
without  political  con- 
nections or  ties  to  big 
business.  An  orphan 
who  got  his  start  on  the 
factory  floor,  at  62  he's 
now  one  of  Italy's 
biggest  taxpayers.  Hold- 
ings: 72%  of  $1.5  billion 
(sales)  Luxottica,  which 


bought  U.S.  Shoe  in  a 
hostile  takeover  in 
1995.  He's  now  throw- 
ing himself  into  Casual 
Corner,  the  faltering 
clothing  business  that 
came  with  U.S.  Shoe. 
"It's  his  new  baby," 
laughs  son  Claudio,  40, 
who  heads  Luxottica's 
U.S.  operations. 


NETHERLANDS 


BRENNINKMEIJER 

FAMILY  

Net  worth:  $3.8  billion 

Status:  This  super-secre- 
tive clan,  which  runs  a 
156-year-old  private 
retail  apparel  empire 
with  operations  around 
the  globe,  is  more  like  a 
commune  than  a  corpo- 
ration. There's  no  chair- 
man, and  the  stores  are 
managed  by  scores  of 
sometimes  remote 


Eu 


Peter  Wallenberg,  71. 
Sweden.  Major  stakes  in 
abb,  Astra  and  Ericsson. 
He  and  family  control 
companies  accounting 
for  over  40%  of  the 
Swedish  stock  market's  \ 
capitalization.  Most  of  \ 
the  wealth  is  held  in 
charitable  foundations.  \ 
Hence,  family  net        -  c 
worth  of  just  $125 
million.  MHHH 


ore 


Europe 


cousins,  all  descendants 
of  the  founders.  Hold- 
ings: In  Europe,  the 
C&A  department  store 
chain,  with  over  550 
stores.  Next  up:  c&A 
Czech  Republic  in  1998. 
In  the  U.S.,  under  chief 
Louis  Brenninkrneijer, 
38,  the  American  Retail 
Group  ($1.3  billion,  rev- 
enues) closed  down  its  J 
Byron's  unit  last  year 
due  to  competition  from 
stores  like  T.J.  Maxx. 

FRITS  GOLDSCHMEDING 

(new)  

Net  worth:  $2  billion 

Status:  In  1960  started 
his  Randstad  Holding 
NV,  now  Europe's 
second-largest  tempo- 
rary help  agency,  based 
on  his  Ph.D.  thesis. 


Holdings:  Half  of  S3 
billion  (sales)  Randstad 
Holding,  which  is 
growing  at  about  20% 
per  annum.  Other  inter- 
ests: Goldschmeding 
starts  community  proj- 
ects such  as  giving  dis- 
advantaged young 
people  work  restoring 
a  19th-century 
schooner.  At  64,  also 
sails  his  own  yacht, 
Savon  am. 


SPAIN 


EMILIO  BOTIN 

AND  FAMILY  

Net  worth:  $4  billion 

(see  p.  142) 


SWEDEN 


HANS  AND 

GAD  RAUSING 

Net  worth:  $9  billion 


Status:  Hans  has  sold 
his  half  of  the  world's 
largest  manufacturer  of 
packaging,  Tetra  Laval, 
to  his  brother  Gad  for 
an  estimated  $4.5  bil- 
lion. Holdings:  Hans  has 


been  investing  some  of 
his  cash  in  places  like 
Russia.  Gad  and  his 
family  control  Tetra 
Leval,  whose  sales 
increased  3%  to  $10.2 
billion  last  year.  Other 
interests:  Hans  gave 
$4  million  to  Cam- 
bridge University  for 
cosmology  research. 

STEFAN  PERSSON 
Net  worth:  $2.5  billion 

Status:  Confiscation! 
Due  to  a  change  in 
Swedish  tax  law  last 
year,  this  head  of  his 
country's  preeminent 
retail  chain  had  taxes 
totaling  101.5%  of  his 
$23  million  income.  Is 
considering  moving 
himself  and  headquar- 


ters abroad.  Holdings: 
Owns  38.4%  of  his 
family's  $2.2  billion 
(sales)  Hennes  &  Mau- 
ritz  retail  chain.  Stock  up 
almost  50%  since  last 
summer  due  to  success- 
ful new-store  openings 
and  higher  earnings. 
Other  interests:  Family. 
Spends  time  with  his 
wife  and  three  kids  at  his 
house  on  an  island  out- 
side of  Stockholm. 

INGVAR  KAMPRAD 
Net  worth:  $2.2  billion 

Status:  Titan  of  afford- 
able furniture.  Keeps  in 
touch  with  the  common 
folk  by  taking  buses  and 
flying  economy.  For  tax 
reasons  lives  in  Lau- 
sanne, Switzerland. 
Holdings:  Through  his 
Inter  Ikea,  receives  roy- 


alties from  $5.8  billion 
(sales)  privately  held 
furniture  giant  Ikea. 
Ikano,  the  finance  com- 


pany owned  by  his  three 
sons,  is  opening  a  chain 
of  factory  outlet  malls  in 
Europe  in  December. 


SWITZERLAND 


ERNESTO  AND 
FABIO  BERTARELLI 
Net  worth:  $4.2  billion 

Status:  Harvard  Busi- 
ness-educated Ernesto, 
31,  has  proved  himself  a 
winner  since  taking  over 
ailing  dad  Fabio's  spot  as 
chief  executive  of  their 
pharmaceutical  firm  last 
year.  Holdings:  Family 
owns  75%  of  $800  mil- 
lion (sales)  Ares-Serono, 
the  dominant  pharma- 
ceutical company  in  the 
infertility  market.  Stock 
has  jumped  131%  since 
he  restructured  the  com- 
pany. Other  interests: 
Skis,  plays  squash  and 
sails  on  Lake  Geneva, 
where  he  won  the  presti- 
gious Bol  d'Or  last 
month. 


Cement 
of  the  earth 

TV  crews  elbowed  for  takes  of  Newt  Gingrich  and  George 
Soros  at  the  World  Economic  Forum  in  Davos  in  February. 
They  ignored  Thomas  Schmidheiny.  Who  cared  about  an 
unassuming  52-year-old  Swiss  cementmaker?  Which  goes  to 
show  how  shallow  and  unimaginative  the  media  can  be. 
Schmidheiny  is  one  of  the  world's  more  intellectually  interesting 
businessmen. 

He  inherited  control  of  a  family  company,  "Holderbank," 
named  for  the  small  Swiss  town  where  it  was  headquartered,  and 
built  it  into  the  world's  biggest  cement  empire,  with  revenues  of 
$6.8  billion.  It's  not  his  empire  but  the  way  he  built  it  that 
makes  Schmidheiny  especially  noteworthy.  Making  cement  is  a 
dirty  business,  but  Schmidheiny  uses  his  plants  to  reduce  pollu- 
tion in  other  ways.  He  sees  this  not  as  philanthropy  but  as  good 
business.  One  of  his  facilities,  in  fact,  burns  old  rubber  tires, 
thus  producing  cement  without  spending  scarce  resources  and 
at  the  same  time  reducing  a  stream  of  waste  destined  for  already 
crowded  landfills.  "We  feel  we  can  minimize  our  costs  through 
innovation,"  he  says.  "When  we  burn  waste  we  can  also  make  a 
product."  His  Zurich  plant  makes  use  of  the  city's  sewage  for 
fuel.  He  points  out  that  only  a  very  large  company  like  his  can 
afford  this  costly  sort  of  innovation. 

Not  your  stereotypical  complacent  Swiss  burgher,  Schmid- 
heiny warns  constantly  and  publicly  that  his  materially  rich 
country  faces  a  spiritual  crisis.  "Our  government,"  he  says, 
speaking  really  of  the  entire  Western  world,  "has  today  neither 
power  nor  quality."  "It'    'ie  job  of  our  young  people  to  change 
all  this." 

-Caroline  Waxler 
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WHEN  WE  HEARD  THE  CURE  FOR  BREAST  CANCER  COULD  BE 
FOUND  IN  JEANS,  WE  DECIDED  TO  ASK  EVERYONE  TO  WEAR  THEM. 

One  in  every  eight  women  in  America  will  develop  breast  cancer  in  her  lifetime.  The  disease  takes  a  woman's  life 
every  twelve  minutes.  It  has  touched  the  lives  of  hundreds  of  women  and  families  at  the  Lee  Company,  and  most 
likely  yours.  Please  join  us  in  helping  find  a  cure  by  participating  in  Lee  National  Denim  Day™on  Friday,  October  10th. 
Each  person  in  your  company  who  donates  $5  to  the  Susan  G.  Komen  Breast  Cancer  Foundation  gets  to 
wear  denim  to  the  office  that  Friday.  Our  goal  is  to  raise  $2  million  to  help  stop  this  pervasive  disease.  Together, 
maybe  we'll  prove  what  medical  research  has  said  for  years.  The  cure  for  breast  cancer  could  be  found  in  jeans. 
To  sign  up  your  company  or  request  more  information,  call  1-800-688-8508,  ext.  306  or  visit  us  at  www.denimday.com/lndd. 


National  Denim  Day 


OCTOBER      10,     l    9   9  7 


A  VF  Company... A  leader  in  quality  apparel.  ©1997  Lee  Company 


Europe 


STEPHAN 
SCHMIDHEINY 


Net  worth:  $3  billion 

(see  p.  143) 

THOMAS  SCHMIDHEINY 
Net  worth:  $1.9  billion 

Status:  Cement  King. 
Brother  to  Stephan, 
Thomas,  52,  does  busi- 
ness in  over  45  coun- 
tries on  five  continents. 
Holdings:  Controls  56% 


Nature's  own 


of  $6.8  billion  (sales) 
cement  giant  "Holder- 
bank,"  which  is  expand- 
ing in  Vietnam  and 
South  America. 
Other  interests:  On  the 
university  lecture  cir- 
cuit, he's  trying  to  get 
young  folks  involved  in 
Swiss  political  affairs. 
An  avid  sportsman 
who  plays  tennis,  sails 
and  tends  his  vineyard 
in  California. 


UNITED  KINGDOM 


RICHARD  BRANSON 
Net  worth:  $2.1  billion 

(see  p.  146) 

VISCOUNT 

ROTHERMERE  

Net  worth:  $2  billion 

Status:  The  last  of  the 
Fleet  Street  press 
barons,  Rothermere, 
71,  is  banking  on  the 


Forbes  caught  up  with  Stephan  Schmidheiny  in  the  lobby  of 
the  Four  Seasons  Hotel  during  one  of  his  frequent  trips  to  New 
York.  Characteristically  stylish,  the  Swiss  investor-industrialist  was 
dressed  in  a  white  ribbed  turtleneck  and  a  Versace  suit  and  was  en 
route  to  a  gala  at  the  Museum  of  Modern  Art,  where  he  sits  on 
the  Chairman's  Council.  An  inspiration  to  older  brother  Thomas, 
Stephan  is  a  passionate  crusader  for  ecoefficiency  and  sustainable 
development.  Like  his  brother,  he  thinks  it  is  too  important  a 
subject  to  leave  to  wild-eyed  tree  huggers. 

"It  is  important  that  successful  companies  identify  with  this 
concept  so  that  it  isn't  just  the  green  maverick  billionaire's  kind  of 
dream,"  Schmidheiny  says. 

Stephan  sold  most  of  his  stake  in  the  family's  asbestos-cement 
firm,  and  turned  his  attention  to  sustainable  forestry  and 
ecofriendly  construction  materials.  Schmidheiny  is  a  sort  of  Swiss 
Warren  Buffett,  having  big  stakes  in  ABB,  Hagameyer  and  Nestle. 

But  he  doesn't  hide  that  he  is  moving  his  money  out  of  Europe 
and  into  the  U.S.  and  Latin  America.  "America  is  younger  and 
more  dynamic,"  he  says.  "Despite  the  European  Union,  Europe  is 
growing  old  and  defensive."  -Caroline  Waxler 


Internet  and  other 
media  to  propel  his 
$1.7  billion  (revenues) 
empire.  His  son  and 
likely  successor, 
Jonathan  Harmsworth, 
a  1991  graduate  of 
Duke  University,  is 
learning  the  ropes. 
Holdings:  Chairman  of 
Daily  Mail  and  General 
Trust  since  1978,  he 
controls  the  family's 
70%  stake.  Newspapers 
like  the  Mail  on  Sunday 
are  the  company's 
bread  and  butter,  but 
sales  of  other  media 
interests  are  growing, 
too. 

DAVID  SAINSBURY 
Net  worth:  $1.5  billion 

Status:  Sixth  family 
member  in  four  genera- 
tions to  run  venerable 
U.K.  grocery  chain 
giant  J.  Sainsbury  Pic. 
(sales,  $22  billion 
Graduate  of  Cambridge 
and  Columbia  universi- 
ties, author  of  books  on 


after  his  favorite 
Fitzgerald  book,  and 
the  Social  Market 
Foundation  think  tank. 
Reportedly  lives  in  a 
converted  farmhouse 
with  his  wife  and  three 
daughters. 

GARRY  WESTON 

AND  FAMILY  

Net  worth:  $1.5  billion 

Status:  This  low-key 
chairman  of  $9.5  billion 
(revenues)  Associated 
British  Foods  sits  atop 
an  estimated  $2  billion 
cash  pile,  waiting  for  the 
right  acquisition  to 
come  along.  Latest  pur- 
chase, in  May,  tiny  New 


economics  and  busi- 
ness. More  an  academic 
than  manager.  Compa- 
ny's lackluster  perfor- 
mance has  some  grum- 
bling for  him  to  step 
aside.  Holdings:  Owns  a 
13%  stake  in  J.  Sains- 
bury; his  family  another 
27%.  The  company 
owns  U.S.'  Shaw's  and 
has  a  stake  in  Giant 
chain.  Other  interests: 
Gatsby  Charitable 
Foundation,  named 


Milford,  Conn.  Quality 
Food  Oils.  Holdings: 
Directly  and  through  a 
family  trust,  Weston, 
70,  controls  63%  of 
listed  Associated  British 
Foods,  manufacturer  of 
Twinings  Tea,  British 
Sugar,  and  a  quarter  of 
Britain's  bread.  Forbes 
earned  that  most  of  the 
stake  is  pledged  to  a 
family  charitable  trust, 
reducing  their  net 
worth  55%  from  last 
year.  He  also  controls 
90%  of  luxury  food 
store  Fortnum  & 
Mason.  Other  inter- 
ests: Gardening,  tennis 
and  walking.  Still 
reportedly  rides  the 
tube  to  work. 

SIR  ANTHONY 
BAMFORD  AND  FAMILY 

(new)  

Net  worth:  $1.3  billion 

(see  p.  144) 
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Buy 


Yourself 
Some 
Time. 


Our  Flexjet  program  gives  you  all  the  benefits 
of  owning  a  business  jet  for  a  fraction  of  the  cost. 


You  can't  change  the  number  of  hours  in  a  day. 
But  you  can  take  control  of  your  schedule  with  F/exJet" 
fractional  ownership.  It's  not  time-sharing.  It's  better. 
It  gives  you  guaranteed  access  any  day,  24  hours  a  day, 
on  as  little  as  four  hours  notice.  Not  just  to  one  jet,  but 
to  a  fleet  of  Learjet^  and  Challenger*1  business  aircraft. 

So,  instead  of  hub-hopping  between  the  500  North 
American  airports  served  by  commercial 
carriers,  you  can  fly  nonstop  to  any  of  5,500. 


On  your  own  jet.  Completely  managed  by  Business 
jetSolutions"",  the  executive  aviation  affiliate  of  American 
Airlines,  in  partnership  with  Bombardier,  the  world 
leader  in  business  jets. 

You  can  increase  efficiency.  Up  productivity.  Maybe 
even  get  a  life.  AH  for  as  little  as  $  170,000  a  year*  over  five 
years.  It's  easy.  And  it  puts  you  right  where  you  should  be. 
In  control.  Call  1-800 -590 -JETS. 


B     U     S  I 


E     S  S 


Jet  Solutions 

the  executive  aviation  affiliate  of  AmericanAirlines 


♦Estimated  annual  after-tax  cost  of  ownership  of  1/8  share  (500  occupied  hours  over  five  years)  in  a  Lcarjet  31A.  Conditions  apply. 

American  Airlines  is  a  registered  trademark  of  AMR  Corporation  Inc.  Learjet,  Challenger.  Business  jctSolutions  and  F/exJet  are  trademarks  of  Bombardier  [nc 
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NE  HUNDRED  FIFTY  TRUCKS.  ONE  DRIVER. 


tone  Doyle,  Intermodal  Marketing  g  (757)  533-4952.  National  Customer  Service  Center:  1-800-NFLK-SOU  (635-5768). 
f  report  requests:  1-800-531-675"  site:  www.nstorp.com 


These  days,  it's  not  uncommon  for  trucking 


uncommon  for  Norfolk  Southern  to  help 


companies  to  run  short  of  long- 


distance drivers.  And  it's  not 


them  out.  Even  with  149  fewer  drivers,  we  can  easily 
move  150  trucks  500  miles.  Or  2,000  miles.  Or  anywhere 
in  between.  Plus,  we've  built  a  network  of  modern 
intermodal  facilities  where  paved,  separate  loading  areas 
and  new  equipment  help  shipments  arrive  quickly,  safely, 
and  with  minimal  chance  of  damage.  So  contents  stay 
intact,  as  do  reputations.  And  our  customers  are  not  the 
only  ones  to  benefit:  it's  an  efficient  rail  system,  moving 
freight  more  than  twice  as  far  as  trucks  for  the  same 
amount  of  fuel.  So  not  only  are  our  customers  better  off, 
but  the  environment  is,  too. 


■   T&JNC^  NORFOLK 

H  WmM  SOUTHERN 


The  Thoroughbred  of  Transportation. 


ti  1997  Norfolk  Southern  Corporation.  Three  Commercial  Place,  Norfolk.  VA  2 


VAGIT  ALEKPEROV 


Net  worth:  $1.4  billion 

Status:  Alekperov  was  acting  minister  of  fuel  and  energy  when  the 
Soviet  Union  fell  apart.  He  grabbed  top  fields  and  refineries  to 
form  Russia's  largest  integrated  oil  company,  Lukoil.  Brought  in  a 
government  minister  (Yuri  Shafranik)  as  big  shareholder  for  help  in 
muscling  in  on  giant  Baku  oil  consortium  and  Caspian  pipeline. 
He's  now  expanding  further  into  the  Caspian,  which  may  have 
reserves  almost  as  large  as  Kuwait's.  Holdings:  Full  voting  control 
and  an  estimated  10%  equity  stake  in  Lukoil,  which  issued  adrs  last 
year.  Dapper,  soft-spoken  and  ambitious,  Alekperov,  47,  vows:  "I 
want  to  make  Lukoil  into  the  biggest  oil  company  in  the  world." 


RUSSIA 


BORIS  BEREZOVSKY 
Net  worth:  $3  billion 

Status:  One  of  1997's 
ten  most  powerful 
entrepreneurs  (see 
p.  102).  Suing  Forbes 
for  libel  in  London 
court  over  Dec.  30, 
1996  article  about  con- 
troversial tactics  he 
employed  in  amassing 
his  great  fortune. 

MIKHAIL 

KHODORKOVSKY 

Net  worth:  $2.4  billion 

Status:  A  former  Com- 
munist Youth  League 
organizer,  Khodor- 
kovsky  started  trading 
company,  Menatep,  in 
1988,  when  he  was  24, 
and  Menatep  Bank  in 
1990.  Made  fortune 
trading  foreign  curren- 


cy, sugar,  grain  and  oil. 
Chief  economic  adviser 
to  Russian  prime  minis- 
ter in  1990.  Holdings: 
Believed  to  own  40%  of 
Menatep  Bank  and 
industrial  holding  com- 
pany Rosprom.  In  1995 
won  the  privatization 
auction  of  Yukos, 
Russia's  second-largest 
oil  company.  He  now 
controls  over  89°/o  of 
Yukos  and  is  big  in  fer- 
tilizers, metals,  chemi- 
cals, shipping  and  real 
estate.  Asked  about  his 
plans,  34-year-old 
Khodorkovsky  says:  "I 
want  to  leave  my 
imprint  everywhere. " 

VAGIT  ALEKPEROV 
Net  worth:  $1.4  billion 

(see  above) 


REM  VIAKHIREV  

Net  worth:  $1.1  billion 

Status:  The  only  Forbes 
billionaire  to  be  award- 
ed the  Order  of  Lenin. 
Now  62,  Viakhirev 
trained  as  a  mining 
engineer,  joined  the 
Ministry  of  Gas  in 
1970.  When  the  min- 
istry reorganized  as 
Gazprom  in  1989,  he 
became  deputy  chair- 
man. In  1992  boss 
Viktor  Chernomyrdin 
became  prime  minister, 
so  Viakhirev  took  over 
as  chairman.  Holdings: 
After  rigging  1994  pri- 
vatization of  Gazprom, 
Viakhirev  ended  up  with 
an  estimated  6%  posi- 
tion. With  some  30%  of 
the  world's  gas  reserves, 
Gazprom  is  Russia's 
largest  company;  it 
issued  adrs  last  year. 
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Vladimir  Gusinsky,  44.  Russia.  For- 
merly a  theatrical  producer  for  Com- 
munist Youth  League,  Gusinsky 
established  Most  Bank  in  1991;  han- 
dled Moscow  City  account.  Now  big 
in  TV,  newspapers,  real  estate.  Net 
worth:  $400  million. 


Vladimir  Potanin,  36.  Russia. 
Trained  as  a  diplomat,  Potanin 
formed  financial  company  mfk  in 
1992  and  Unexim  Bank  in  1993. 
He  was  briefly  deputy  prime  min- 
ister in  1996.  Manipulated  priva- 
tization auctions.  Controls  85%  of 
oil  major  Sidanco,  51%  of  Norilsk 
Nickel,  15%  of  Novolipesky  Steel. 
Net  worth:  $700  million. 

ivy  Hitters, 


Middle  East 


Ethiopia,  anyone? 

Middle  Eastern  countries  arc  emerging  from  feudalism, 
opening  doors  to  market  forces  and  foreign  capital.  Saudi 
Arabia  launched  its  first-fund  this  year,  giving  foreigners  a 
chance  to  invest,  there.  Kuwait  will  soon  follow.  The  long- 
slumbering  Cairo  exchange  has  shot  up  70%  since  last 
July.  Moroccan  and  Turkish  markets  have  climbed  almost 
as  much.  Banking  stocks  on  the  tiny  Lebanese  market 
(market  cap,  $3  billion)  are  up  80%  this  year. 

Much  of  Africa  remains  as  in  Joseph  Conrad's  day,  but 
there  are  some  bright  spots — Ethiopia  and  Morocco. 
Saudi  Arabia's  $11  billion  prince,  Alwaleed  Bin  Talal  Bin 
Abdulaziz  Alsaud  (seepage  99),  tells  -Forbes  he's  looking 
at  Africa  for  future  investments. 

In  South  Africa  the  stock  market  is  booming,  but  for- 
eign direct  investment  remains  sluggish,  discouraged  by 
exchange  controls,  delays  in  privatization,  low  productivi- 
ty and  crime.  The  good  news:  The  number  of  black- 
owned  corporations  has  increased  dramatically  over  the 
past  few  years.  The  more  people  with  a  stake  in  capital- 
ism, the  better.       -Juliette  Rossant  and  Luisa  Kroll 


SAKIP  SABANCI  AND  FAMILY 


By  Luisa  Kroll  and  Juliette  Rossant 


ISRAEL 


YULI  AND  SAMMY  OFER 


Net  worth:  $4  billion 

Status:  Now  selling  10%  of  Haci  Omer  Sabanci  Hold- 
ing, Turkey's  second-largest  conglomerate,  in  an  IPO, 
aiming  to  raise  $180  million  to  invest  in  telecommu- 
nications, financial  services  and  energy.  Holdings:  All 
of  $2  billion  (market  cap)  Sabanci  Holding. 


Net  worth:  $1.2  billion 

Status:  Romanian-born 
brothers  and  shipping 


magnates.  Sammy,  75, 
operates  from  Monaco; 
Yuli,  73,  in  Tel  Aviv. 
Holdings:  The  Ofers' 
fleet  is  estimated  to  be 
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worth  over  $750  mil- 
lion. They  have  a  $200 
million  stake  in  Royal 
Caribbean  cruise  line 
with  Chicago's  Pritzker 
family  ;  also  a  stake  in 
Israel's  United  Mizrahi 
Bank.  Other  interests: 
Sammy  i  a  $20 

million  Pic       to  go 
with  his  In;        .  dst 
collection.  '  ived 


an  award  from  B'nai 
B'rith  this  year  for  his 
philanthropic  and 
humanitarian  activities. 


KUWAIT 


NASSER  AL-KHARAFI 

AND  FAMILY  

Net  worth:  $3.8  billion 

Status:  Nasser,  54,  now 
runs  the  show  at  $2.2 
billion  (revenues) 
Mohammed  Abdul- 
mohsin  Al-Kharafi  8c 
Sons,  the  general  trad- 
ing and  contracting 
group  founded  by  his 
father.  New  projects 
include  hotels  in  South 
Africa  and  Albania,  and 
an  airport  in  Egypt. 


Holdings:  Family  owns 
all  of  M.A.  Al-Kharafi  & 
Sons,  an  estimated  23% 
of  National  Bank  of 
Kuwait  and  the  majority 
of  Kuwait  Food  Com- 
pany (Americana), 
which  has  Pizza  Hut, 
Hardees  and  Kentucky 
Fried  Chicken  franchis- 
es. Other  interests: 
Older  brother  Jassim 
was  elected  member  of 
the  Kuw  ait  parliament 
last  year. 


LEBANON 


EDMOND  SAFRA 

Net  worth:  $2.3  billion 

Status:  The  ultimate 
global  citizen,  64-year- 


old  Safra  was  born  in 
Beirut  to  a  Syrian  father, 
holds  Brazilian  citizen- 
ship and  resides  mosdy 
in  Geneva.  Holdings: 
28%  of  Republic  New 
York  Corp.,  owner  of 
$52  billion  (assets) 
Republic  National  Bank 
ofNewYork;21%of 
Luxembourg- based  pri- 
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JOHANN  RUPERT 

AND  FAMILY  

Net  worth:  $1.2  billion 

Status:  Son  of  Anton, 
47-year-old  Johann 
trained  on  Wall 
Street  and  took  over 
from  dad  in  1992. 
Holdings:  Their  Swiss- 
based  Richemont  SA 
controls  luxury 
brands  Cartier  and 
Piaget.  Sold  compa- 
ny's NetHold  pay  TV 
unit  for  15%  stake  in 
Canal  Plus,  Europe's 
largest  pay  TV  outfit. 
Other  interests: 
Recently  developed 
South  African  private 
golf  resort. 


vate  banking  firm  Safra 
Republic  Holdings. 
Other  interests:  Collects 
French  and  English 
antique  furniture,  tends 
estate  in  the  south  of 
France  that  once 
belonged  to  King 
Leopold  II  of  Belgium. 


SAUDI  ARABIA 


PRINCE  ALWALEED 
BIN  TALAL  BIN 
ABDULAZIZ  ALSAUD 
Net  worth:  $11  billion 

One  of  Forbes  top  ten 
entrepreneurs  this  year. 
(see  p.  99) 

SULLMAN  OLAYAN 
Net  worth:  $3.2  billion 
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Status:  International 
financier  who  got  his 
start  working  with 
Bechtel  in  1947.  Later 
launched  a  trading  com- 
pany. Holdings:  All  of  the 
Olayan  Group,  which 
has  50  trading,  con- 
tracting and  investing 
companies  worldwide. 
Several  minority  share- 
holdings in  big  U.S. 
outfits  like  J. P.  Morgan 


and  Occidental  Petrole- 
um. Other  interests:  At 

78,  he  is  grooming  his 
four  children  to  succeed 
lim.  His  three  daugh- 
ters hold  top  executive 
jositions — rare  in  a 
Saudi  company. 

SALEH  BIN  ABDULAZIZ 
AL  RAJHI  AND  FAMILY 
Net  worth:  $2.5  billion 

Status:  This  ultraprivate 
clan  runs  Al  Rajhi 
Banking  &  Investment 
Corp.,  the  most  prof- 
itable bank  in  Saudi 
Arabia.  Holdings:  The 
family's  52%  stake  of 
the  bank  is  worth  $2.4 
billion;  also  agriculture 
holdings  and  the 
biggest  poultry  farm  in 
the  Middle  East. 

KHALID  SALIM  BIN 

MAHFOUZ  

Net  worth:  $2.5  billion 

Status:  Gave  up  run- 
ning Jeddah- based 
National  Commercial 
Bank  after  being 
indicted  for  fraud  in 
the  bcci  scandal.  After 
settling  out  of  court, 
reemerged  last  year  as 
ncb's  manager,  replac- 
ing brother 


Mohammed.  Holdings: 
In  April  sold  30%  of  the 
bank  to  a  group  of 
Saudi  investors,  leaving 


Middle  Last  and 


him  with  70%,  worth  an 
estimated  $2.4  billion. 
His  two  twentysome- 
thing  sons  have  joined 
the  bank.  His  siblings' 
investments  in  oil  and 
construction  are  worth 
at  least  another  $1  bil- 
lion. Other  interests:  At 
50,  an  exercise  maniac. 


TURKEY 


RAHMI  KOC  AND  FAMILY 
Net  worth:  $4.5  billion 

Status:  Turkey's  premier 


business  family.  Tofas, 
their  carmaking  joint 
venture  with  Fiat,  has 
lost  market  share  to 
imports,  but  the  116 
companies  under  Koc 
Holding  still  account 
for  about  2%  of 
Turkey's  gnp.  Holdings: 
80%  of  $2  billion 
(market  cap)  Koc  Hold- 
ing, plus  54%  of  $774 
million  (market  cap) 
Otosan,  a  joint  venture 
with  Ford.  Eldest  son, 
Mustafa,  36,  now  lead- 


Being  a  global  investor  is  hard  work 

When  Forbes  told  Saudi  Arabia's  Prince  Alwaleed  bin  Talal 
we  planned  to  include  him  on  our  list  of  the  world's  200  top 
businesspeople,  he  sighed.  But  faced  with  the  unavoidable,  he 
politely  helped  us  by  making  sure  we  had  the  documents  we 
needed  to  come  up  with  an  accurate  estimate  of  his  net  worth. 
He  even  called  back  to  ask  if  we  had  any  questions. 

The  call  told  us  something.  It  came  at  11  p.m.  his  time  from 
the  prince's  desert  camp  outside  Riyadh.  His  workday  was  still 
in  full  swing.  Telephones  were  ringing  in  the  background,  and 
he  seemed  to  be  carrying  on  multiple  conversations.  "I  bring 
my  children  out  here  after  school  to  work  with  me,"  he  said 
proudly.  He  usually  wraps  things  up  at  3  a.m.  or  4  a.m. — and 
expects  the  same  of  his  staff. 

Such  a  regime  calls  for  fitness.  This  prince,  at  least,  is  not  one 
of  your  high-livers.  "I  have  a  special  diet,"  the  prince  added, 
"nothing  fattening,  just  vegetables  and  fish.  I  don't  smoke  or 
drink.  I  have  to  do  at  least  an  hour  a  day  of  exercise.  I  sleep  five 
hours  a  night,  and  the  rest  is  work."  -Juliette  Rossant 


!ast  and  Afric 


Onsi  Sawiris,  67. 
Egypt.  Owns  Orascom, 
private  contracting, 
trading  and  manufac- 
turing group. 
Biggest  asset:  El 
Gouna  resort  ott  the 
Red  Sea,  built  HI .one 
of  his  three  so: 
Samih.  Net  wor 
$600  milhon 


Abdulmajeed 'Shoman,  83.  Jordan. 
Shoman  heads  $23  billion  (assets) 
Arab  Bank  Pic,,  founded  by  his 
father  in  1930.jOldest  public  bank 
in  Middle  EastSSOO  branches  in  40 
countries.  NetiBorth:  $700  milhon. 


3IAN  SMALE/ OUTLINE 


Mohamed 
Mansour,  49. 
Egypt.  With  his 
brothers,  owns  the 
Mansour  Group: 
tourism,  franchis- 
ing, financial  ser- 
vices. Plus  20%  of 
General  Motors' 
Egypt  factory; 
distributes  GM 
and  Caterpillar. 
Net  worth:  $600 
million. 


ing  drive  to  bring  in 
professional  managers. 
"My  generation  can 
handle  the  business  as 
long  as  we  don't  fight, 
he  tells  Forbes. 

SAKIP  SABANCI 
AND  FAMILY 


Net  worth:  $4  billion 

(see  p.  162) 
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Ottoman  Bank  last  year. 
Holdings:  Through 
Dogus  86%  of  Garanti 
Bank,  Turkey's  fourth- 
largest  bank,  plus  stakes 
in  three  other  banks  and 
imported  auto  dealer- 
ships. Other  interests: 
Son  Ferit,  33,  plans  to 
open  an  Emporio 
Armani  in  Istanbul 
this  year. 


SOUTH  AFRICA 


HARRY  0PPENHE9MER 

AND  FAMILY  

Net  worth:  $2.5  billion 

Status:  The  last  of  the 
African  empire  builders, 
Oppenheimer,  88,  gave 
up  control  of  his  gold, 
minerals  and  diamond 
empire  years  ago,  but 


still  exerts  major  influ- 
ence. Quiet  son, 
Nicholas,  52,  serves  as 
deputy  chairman.  Hold- 
ings: The  Oppenheimers 


control  Anglo-American 
Corp.  and  De  Beers 
Ltd.,  both  loosening 
their  hold  on  South 
Africa's  economy.  Anglo 
recently  sold  a  30% 
stake  in  mining  compa- 
ny JCI  to  black  investors. 
Other  interests:  Harry 
collects  rare  Africana 
books  and  manuscripts, 
breeds  racehorses.  Nicky 
runs  a  cricket  team,  on 
which  he  and  his  son 
Jonathan,  28,  play. 

J0HANN  RUPERT 

AND  FAMILY  

Net  worth:  $1.2  billion 

(seep.  163) 
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S  WORKED  SO  HARD  TO  MAKE  STATIC 

AND  BACKGROUND  NOISE  disappear, 

THEY  ALMOST  MADE  THE  PHONE  DISAPPEA 

Pile  v-  S  H 

We  asked  our  engineers  what  you  get  when  you  squeeze  o 


THEY  ALMOST  MADE  THE  PHONE  DISAPPEA 

We  asked  our  engineers  what  you  get  when  you  squeeze  o 
innovative  CDMA  digital  technology  into  a  2V4"  x  4"  phone.  They 
sai d, "Hopeful ly,  we  get  a  raise"  Those  guys  are  great  kidders.  The 
real  answer  is,  you  get  the  Q  phone.  It's  the  only  palm-size  digital  PCS 

phone  that  provides  crystal  clear  conversations  while  eliminating  ,  

cloning  and  cross-talk.  Now,  the  only  background  noise  you  might  hear 


during  a  call  is  the  tortured  screams  of  our  competitors.  For  a  closer 
look,  contact  us  at  www.qualcomm.com/cdma  or  1-800-349-4188. 


SM997  QUAICOMM   The  styiized  C  iogo  is  a  trademark  of-  OUALCOMM  Incorporated. 


COMA  Digital 
PCS  Phone 
Actual  size  closed 
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CNA  PUBLIC  POLICY  FORUM 


TORT  REFORM 


Reining  in  Punitive  Damages 
Will  Make  American  Business  More  Competitive 

The  need  for  broad-based  tort  reform  has  never  been  greater.  According  to  a  recent  study  by  the  Institute  for  Civil  Justice, 
punitive  damages  were  awarded  in  about  16  percent  of  cases  between  1985  and  1989  and  in  about  13  percent  of  cases 
between  1990  and  1994.  The  mean  punitive  damage  award  amount  increased  from  $3.4  million  in  the  1985-1989  time 
period  to  $7.6  million  in  the  1990-1994  period,  and  the  median  award  increased  from  $196,000  to  $364,000. 

A  Skewed  System  of  Justice 

higher  prices.  Goods  and  services  become  more  expensive,  many  are 
simply  taken  off  the  market  and  no  longer  produced,  and  some  innova- 
tions are  never  developed. 

The  problem  is  made  more  complex  by  a  debate  about  whether  tort 
law  should  be  made  by  the  legislatures  or  the  courts.  A  number  of  state 
legislatures  have  enacted  tort  reform  laws  that  cap  punitive  damages. 
However,  many  of  the  courts  in  those  states  are  overturning  those  laws, 
declaring  the  statutes  unconstitutional.  In  little  more  than  a  decade, 
over  60  state  court  decisions  have  used  provisions  in  state  constitu- 
tions to  nullify  attempts  by  state  legislatures  to  reform  America's  tort 
law.  CNA  does  not  support  this  trend.  Too  often  it  appears  that  the 
courts  have  decided  that  they  -  rather  than  the  legislature  -  should 
make  public  policy  in  the  guise  of  politicized  decisions  hiding  behind 
the  cloak  of  constitutionality. 

In  an  introduction  to  a  Washington  Legal  Foundation  monograph, 
former  Arizona  State  Senate  President  John  Greene  explained  how  his 
state's  hard-fought  tort  reform  law  was  found  unconstitutional  by  the 
Arizona  Supreme  Court.  "What  some  state  courts  appear  to  have  done," 
writes  Greene,  "is  not  to  render  true  'constitutional'  decisions,  but  sub- 
stitute their  own  judgment  for  that  of  the  legislature." 

CNA  strongly  supports  broad-based  tort  reform,  especially  the  estab- 
lishment of  caps  on  punitive  damages.  Without  reform,  legal  costs  will 
continue  to  rise  for  businesses  and  consumers,  and  the  rewards  of 
owning  a  business  soon  will  be  outweighed  by  the  risks. 


As  a  major  liability  insurer,  we  strongly 
support  broad-based  tort  reform. 
Although  the  number  of  punitive  damage 
awards  is  decreasing,  the  amounts  of 
those  awards  are  increasing.  We  must 
not  become  complacent.  Although  the 
situation  is  improving,  we  still  have  a 
long  way  to  go  before  punitive  damages 
become  fair.  If  we  don't  reverse  the  tide, 
more  businesses  will  face  financial  col- 
lapse; industrial  growth  and  development 
will  be  thwarted;  and  goods  and  services 
will  become  more  expensive  or  will  be 
taken  off  the  market. 

Punitive  damages  are  intended  to  pun- 
ish egregious  conduct  and  deter  others 
from  engaging  in  the  same  kind  of  activity.  But  today,  punitive  awards 
are  too  often  given  in  cases  where  conduct  does  not  appear  egregious. 
In  many  cases,  the  amount  is  not  an  appropriate  punishment  because  it 
is  outrageously  high  in  relation  to  actual  damages.  The  system  ends  up 
benefiting  the  plaintiffs'  trial  bar  more  than  those  who  are  seeking  justice 
and  drives  up  costs  to  business  owners  and  operators. 

As  the  costs  of  doing  business  rise  for  product  manufacturers  and 
service  providers,  companies  pass  those  costs  on  to  consumers  through 


Dennis  Chookaszian, 
Chairman  and  CEO,  CNA 

"The  system  ends 
up  benefiting  the 
plaintiffs'  trial  bar 
more  than  those  who 
are  seeking  justice. " 


A  series  on  important  public  policy  issues 


ADYbRTfSrl 


The  U.S.  Tort  System  —  A  Sobering  Reality 

Our  nation's  tort  system  has  clearly  reached  a  critical  point.  The  current 
patchwork  of  state  laws  does  very  little  to  protect  consumers  or  to 
redress  their  claims.  They  simply  encourage  plaintiffs'  lawyers  to  try 
and  line  their  pockets  with  exorbitant  fees  wrung  from  defendants  sued 
in  whatever  state  appears  to  have  the 
"friendliest"  laws.  Under  the  current  tort 
system,  manufacturers  can  be  sued  for 
accidents  involving  their  products  even 
if  those  products  were  used  improperly, 
had  been  altered,  and  even  if  the  plaintiff 
had  been  using  illegal  drugs  or  alcohol 
M  ^  M  before  the  accident. 

The  statistics  are  sobering.  We  have 
now  reached  a  situation  where  nine  out 
of  10  businesses  will  be  involved  in  a 
product  liability  case.  The  cost  to  these 
companies  is  not  just  monetary.  Fifteen 
percent  of  businesses  have  laid  off  work- 
ers because  of  product  liability  suits,  and 
eight  percent  have  been  forced  to  shut 
their  doors  forever.  Even  more  important, 
the  threat  of  being  sued  causes  companies  to  avoid  innovation. 

Under  the  current  system,  even  if  a  business  wins,  it  can  lose.  Legal 
fees,  court  costs  and  investment  of  time  can  put  a  business  owner  out 
of  business  even  if  he  or  she  wins  the  lawsuit.  Many  times,  a  business 
is  forced  into  settling  a  case  to  avoid  a  potentially  outrageous  and 
unjustified  punitive  damages  award. 

The  facts  speak  for  themselves.  America's  tort  system  is  hurting  the 
U.S.  economy  and  failing  to  adequately  protect  consumers.  Frivolous 
lawsuits  waste  millions  of  dollars  on  unproductive  legal  action  that 
would  be  better  spent  creating  jobs  and  growing  the  economy.  We  all 
pay  the  cost  of  higher  liability  in  the  form  of  higher  prices,  lower  wages 
and  fewer  jobs. 


Jerry  Jasincwski,  President, 
National  Association 
of  Manufacturers 

"America's  tort  system 
is  hurting  the  U.S. 
economy  and  failing 
to  adequately  protect 
consumers. " 


OVA 


For  All  the  Commitments  You  Make* 


CNA  is  one  ol  the  leading  insurance  organizations  in  the  United  States  Active  in  a  broad  line  of  insur- 
ance business,  CNA  has  1 00  years  of  experience,  assets  of  $61  billion  and  stockholders '  equity  of  $7.1 
billion  as  of  December  31.  1996  CNA  is  a  registered  service  mark  ol  the  CNA  Financial  Corporation. 


A  Century  of  Comm itment 


Clockwise  from  top  right:  Prime  Minister  Rafik  al-Hariri,  Lebanon;  King  Fahd,  Saudi  Arabia;  Sultan  Hassanal  Bolkiah,  Brunei; 
Queen  Elizabeth  II,  United  Kingdom;  King  Bhumibol,  Thailand;  Queen  Beatrix,  The  Netherlands. 


L'etat  c'est  moi 

Businesspeople  they  are  not,  but  they  have  accumulated  great  wealth:  legally,  extralegally— and  frequently  illegally. 


Ruler 

Country 

Estimated  net  worth 

Source 

In  power  since 

Sultan  Hassanal  Bolkiah 

Brunei 

$38  billion 

oil,  gas 

1967 

King  Fahd  Bin  Abduiaziz  Aisaud 

Saudi  Arabia 

$20  billion 

oil,  investments,  property 

1982 

President  Suharto 

Indonesia 

$16  billion 

stakes  in  major  Indonesian  firms 

1967 

Sheikh  Jaber  Al-Ahmed  Al-Jaber  Al-Sabah 

Kuwait 

$15  billion 

oil,  investments,  property 

1977 

Sheikh  Zayed  Bin  Guitar.  Ai  Nahyan 

United  Arab  Emirates 

$10  billion 

oil,  investments,  property 

1966 

President  Saddam  Hussein 

Iraq 

$5  billion 

son  Uday  controls  all  smuggling 

1979 

Queen  Beatrix 

The  Netherlands 

$4.7  billion1 

investments,  property 

1980 

Prime  Minister  Rafik  al-Hariri1 

Lebanon 

$3  billion 

construction,  banking 

1992 

King  Bhumibol  Adulyadej 

Thailand 

$1.8  billion 

Thai  blue  chips,  property 

1946 

President  Fidel  Castro 

Cuba 

$1.4  billion3 

nickel,  sugar,  investments 

1959 

Queen  Elizabeth  II 

United  Kingdom 

$350  million  or  $16  billion" 

investments,  property 

1952 

'With  mother,  Princess  Juliana.  'Officially  subordinate  to  Uoaaon's  president,  but  in  reality  he  leads;  made  his  fortune  in  business  before  entering 

politics.  'Castro's  estimated  share  of        un  oown  economy.  'Higher  figure  includes  the  Royal  Co'iection,  with  the  crown  jewels,  held  by  the  Queen  in  trust  for  the  nation. 


PHOTOGRAPHS  (CLOCKWISE  FROM  TOP  RIGHT)  MAHER  ATTAR  /  SYGMA,  ERIC  HADJ  /  SIPA,  CHERRUAULT  /  SIPA,  TIM  GRAHAM  /  SYGMA,  STEPHANE  CARDINALE  /  SYGMA.  MARC  DEVILLE  /  GAMMA-LIAISON 
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This  automobile  doesn't  start  'at  $36,400!  It's  $36,400  loaded.  So 


when  you  hop  into  the  cockpit  and  Feel  the  leather  and 


the  walnut  and  the  dual-overhead-cam  V8  and 


anything  else  you  want  to  Feel,  you  won't  be  surprised.  At 


the  price,  at  least.  ^\LJi^O/^y^\ 


Oldsmobile 


1-800-718-7778  www.oldsmobile.com 


j=u.p,i99<>  C,M  Corp. 
Ml  riShs  reserve!  Buckle  I  'p.  America.' 
"M  S  RP.  Tax  and  license  extra. 


Clockwise  from  top  right:  Alfred  Heineken,  Crete  Schickedanz,  Khoo  Teck  Puat,  Paul  Sacher,  Liliane  Bettencourt,  Madame  Schlumberger. 


The  real  leisure  class 

Today  most  great  fortunes  have  been  earned,  not  inherited,  but  the  wealthy  coupon  clippers  remain  with  us. 
Here  are  some  of  the  more  prominent  among  the  world's  wealthy  who  no  longer  labor  in  the  family 

businesses  that  keep  them  in  champagne,  caviar  and  Ferraris. 


Name 

Country 

Estimated 
net  worth 
($bil) 

Source  of  wealth 

Status 

Oeri,  Hoffmann  &  Sacher  families 

Switzerland 

14.3 

pharmaceuticals:  Roche 

resigned  from  active  management 

Quancit  family 

Germany 

11.7 

over  50%  of  BMW 

Johanna  retired  from  BMW  board 

Curt  Engelhorn  and  family 

Germany 

11.0 

pharmaceuticals:  Corange 

selling  Corange  to  Roche 

Haniel  family 

Germany 

9.3 

pharmaceuticals,  diversified 

dividends  shared  among  420  family  members 

Liliane  Bettencourt  family 

France 

8.4 

L'Oreal,  Nestle 

has  left  management  to  others 

Walter  Haefner 

Switzerland 

6.4 

Computer  Associates 

spends  much  time,  money  on  his  180  horses 

Landolt  family 

Switzerland 

6.3 

pharmaceuticals:  Novartis 

beneficiary  of  Sandoz-Ciba-Geigy  merger 

Seydoux/Schlumbergei  families 

France 

5.3 

media,  textiles,  oil  services 

split  up  empire,  watching  stock  rise 

Boehringer  family 

Germany 

4.7 

pharmaceuticals:  Boehringer  Ingelheim 

family  out  of  management  since  1991 

Friedrich  Karl  Flick  Jr 

Germany 

4.5 

Daimler-Benz  inheritance 

tax  exile  in  Austria,  with  Austrian  wife 

Rolf  Gerling 

Germany 

4.0 

insurance:  Gerling-Konzern 

has  an  environmental  risk  research  institute 

Khoo  Teck  Puat 

Singapore 

3.9 

stake  in  Standard  Chartered  Bank 

spends  time  with  grandkids,  charities 

Schickedanz  family 

Germany 

3.7  m 

retailing:  mail  order 

family  member  retiring  as  chairman 

Schmidt-Ruthenbeck  family 

Germany 

3.6 

retailing:  Metro  Group 

family  out  of  management  for  years 

Alfred  Heineken 

The  Netherlands 

2.1 

been  Heineken  NV 

vacations  on  the  Riviera 

PHOTOGRAPHS  (CLOCKWISE  FROM  TOP  RIGHT):  DE  TELEGRAAF,  TEUTOPRESS,  STRAITS  TIMES,  AP  /  WIDE  WORLD,  PIERRE  VAUTHEY  /  SYGMA,  FRANCIS  APESTEGUY  /  GAMMA-LIAISON 
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"Our  employees  are  our  greatest  asset",  Maureen  Kempston  Darkes  believes,  fully  recognizing 
that  "the  quality  of  our  product  is  determined  by  the  skill,  determination  and  creativity  of  our  people."  These 
very  qualities  are  tested  daily  under  the  formidable  pressure  of  GM's  vehicle  production  schedules.  Faced 
with  the  challenge  of  having  to  meet  a  surging  demand  for  their  Chevrolet  and  GMC  full-size  pickup  trucks, 
GM  of  Canada  and  the  Canadian  Autoworkers  Union  worked  together  to  solve  the  problem.  In  the  process, 
GM  became  the  first  auto  manufacturer  in  North  America  to  introduce  a  third  shift,  at  its  Truck  Assembly 
Plant  in  Oshawa,  near  Toronto.  •  It's  not  an  unusual  scenario  for  Ontario,  a  province  rich  in  human  resources 
and  creative  approaches  to  corporate  problem  solving.  Independent  research  studies  show  that  the  people 
of  Ontario  comprise  an  educated,  motivated  workforce;  fifty  six  per  cent  of  the  totai  workforce  have  college 
or  university  training.  Productivity  in  the  manufacturing  sector  has  grown  by  15.6  per  cent  since  1989.  •  When 
the  pressure  is  on,  Ontario  performs  -  at  a  level  to  match  any  country  in  the  world.  Maureen  Kempston  Darkes, 
for  one,  welcomes  the  global  competition,  seeing  it  as  the  high  road  to  excellence  as  "we  draw  from 
our  resources  around  the  world  to  create  products  formed  by  leading  edge 


technologies."  For  any  progressive  company  looking  to  expand  its 
global  operations,  Ontario  is  a  place  where  people  come  through  in  the 
clutch.  Find  out  more  about  making  business  happen  in  Ontario: 


The  Future  s  Right  Here 


Call  1-800-819-8701  orvisitwww.ontario-canada.com 
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Net  worth 

($mil) 

Page 

Name/country 

Abele,  John  E./US 

$1,800 

138 

Adulyadej,  King  Bhumibol/Thailand 

1,800 

168 

Avnelli  Gianni  and  familv/ltalv 

3,300 

'152 

Al  Nahyan,  Sheikh  Zayed  Bin  Suitan/UAE 

10,000 

168 

Al  Saud,  Prince  Alwaleed  Bin  Taial/Saudi  Arabia 

11,000 

98 

Al-Hariri  Rafik/Lebanon 

3,000 

168 

Al-Kharafi,  Nasser  and  family/Kuwait 

3,800 

162 

Al-Rahji,  Saleh  Bin  Abdul  Aziz  family/Saudi  Arabia 

2,500 

163 

Al-Sabah,  Sheikh  Jaber  Al-Ahmed  Al-Jaber/Kuwait 

15,000 

168 

Albrecht  family,  Theo  and  Karl/Germany 

11,500 

144 

Alpknprnv  Vatrit/Russia 

1,400 

160 

Allen,  Paul  Gardner/US 

14,100 

134 

Alsaud,  Prince  Alwalaed  Bin  Talal/Saudi  Arabia 

11,000 

98 

Alsaud,  King  Fahd  Bin  Abdulaziz/Saudi  Arabia 

20,000 

168 

Ambani,  Dhirubai  and  family/India 

1,200 

108 

Angelini,  Anacleto/Chile 

2,200 

127 

Anschutz,  Philip  F./US 

5,000 

135 

Ardila  Lulle,  Carlos/Colombia 

2,100 

128 

Arison,  Micky/US 

2,300 

136 

Arnault,  Bernard/France 

3,100 

102 

Ayala,  Jaime  Zobel  de  and  family/Philippines 

2,600 

122 

Azcarraga  Jean,  Emilio  and  family/Mexico 

1,600 

131 

Ballmer,  Steven  A./US 

7,500 

134 

Bamford,  Sir  Anthony  and  family/UK 

1,300 

144 

Bass  family/US 

6,000 

135 

Bass,  Robert  Muse/US 

2,200 

136 

Bechtel,  Stephen  D.  Jr.  and  Riley  P./US 

3,000 

136 

Beisheim,  Otto/Germany 

4,800 

146 

Benetton,  Luciano  and  family/Italy 

3,600 

152 

Berezovsky,  Boris/Russia 

3,000 

102 

Berlusconi,  Silvio/Italy 

4,900 

152 

Bertarelli,  Ernesto  and  Fabio/Switzerland 

4,200 

154 

Bettencourt,  Liliane/France 

8,400 

170 

Bin  Mahfouz,  Khalid/Saudi  Arabia 

2,500 

163 

Birla,  Kumar  Mangalam/lndia 

1,200 

108 

Black,  Conrad/Canada 

275 

131 

Boehringer  family/Germany 

4,700 

170 

Bolkiah,  Sultan  Hassanal/Brunei 

38,000 

168 

Botin,  Emilio  and  family/Spain 

4,000 

142 

Bozano,  Julio/Brazil 

2,300 

126 

Branson,  Richard/UK 

2,100 

146 

Bren,  Donald  L./US 

2,000 

138 

Brenninkmeijer  family/Netherlands 

3,800 

152 

Bronfman,  Charles  R. /Canada 

3,000 

127 

Bronfman,  Edgar  M.  Sr./US 

3,300 

135 

Buffett,  Warren  E./US 

23,200 

134 

Cargill  family/US 

8,800 

134 

Castro,  Fidel/Cuba 

14,000 

168 

Chearavanont,  Dhanin/Thailand 

1,700 

108 

Cheng  Yu-tung/Hong  Kong 

6,500 

107 

Chung  Ju-yung  and  family/Korea 

5,200 

118 

Cisneros,  Gustavo/Venezuela 

1,500 

127 

Crown,  Lester/US 

2,000 

138 

David-Weill,  Michel/France 

1,200 

143 

Davis,  Marvin  H./US 

2,200 

136 

Del  Vecchio,  Leonardo/Italy 

2,900 

152 

Deli,  Michael/US 

3,300 

136 

DeVos,  Richard  M./US 

2,600 

136 

Dumas-Hermes,  Jean-Louis  and  family/France 

2,900 

143 

Ellison,  Lawrence  J./US 

7,100 

134 

Engelhorn,  Curt  and  family/Germany 

11,000 

170 

Ermirio  de  Moraes,  Antonio  and  family/Brazil 

5,700 

126 

Flick,  Friedrich  Karl  Jr./Germany 

4,500 

170 

Fok,  Henry/Hong  Kong 

2,600 

107 

Fortabat,  Amalia  Lacroze  de/Argentina 

1.300 

127 

Fribourg,  Michel  and  family/US 

2.100 

138 

Fujita,  Den/Japan 

1,300 

118 

Gates,  William  H.  Ill/US 

36,400 

98 

Geffen,  David/US 

1,900 

138 

Gerling,  Rolf/Germany 

4,000 

170 

Godrej,  Adi/lndia 

1,200 

112 

Goldschmeding,  Frits/Netherlands 

2,000 

154 

Gonzalez  Barrera,  Roberto/Mexico 

1,700 

131 

Sonzalez,  Claudio  XVMexico 

600 

131 

Net  worth 

Page 

Name/country 

($mil) 

Goodnight,  James/US 

2,000 

136 

Gordon,  Donald/South  Africa 

700 

164 

Greenberg,  Maurice  R./US 

2,900 

136 

Gusinsky,  Vladimir/Russia 

400 

161 

Haas  family/US 

12,300 

134 

Haefner,  Walter/Switzerland 

6,400 

170 

Haniel  family/Germany 

9,300 

170 

Hasan,  Mohamad  (Bob)/lndonesia 

3,000 

106 

Haub,  Erivan  and  family/Germany 

5,000 

146 

Hayek,  Nicolas/Switzerland 

900 

153 

Heineken,  Alfred/Netherlands 

2,100 

170 

Herz,  Gtinter  and  family/Germany 

3,600 

146 

Hillman,  Henry  Lea/US 

2,600 

136 

Ho,  Stanley/Hong  Kong 

2,800 

107 

Hopp,  Dietmar  and  sons/Germany 

3,600 

102 

Huizenga,  H.  Wayne/US 

1,700 

138 

Hunt,  Ray  Lee  and  family/US 

2,000 

138 

Huntsman,  Jon  Meade/US 

2,500 

136 

Hussein,  Saddam/Iraq 

5,000 

168 

Irving,  James,  Arthur  and  John/Canada 

3,500 

127 

Ito,  Masatoshi/Japan 

4,300 

114 

Johnson,  Edward  C.  (Ned)  and  Abigail/US 

3,800 

135 

Johnson,  Samuel  C./US 

2,600 

136 

Kamprad,  Ingvar/Sweden 

2,200 

154 

Kerkorian,  Kirk/US 

3,800 

135 

Khodorkovsky,  Mikhail/Russia 

2,400 

160 

Khoo  Teck  Puat/Singapore 

3,900 

170 

Kim  Woo-choong  and  family/Korea 

2,000 

120 

Kirch,  Leo  and  family/Germany 

2,800 

150 

Kluge,  John  W./US 

7,200 

134 

Knight,  Philip  H./US 

5,800 

135 

Koc,  Rahmi  and  family/Turkey 

4,500 

163 

Koch,  Charles  DeGanahl  and  David  H./US 

4,400 

135 

Koo  Bon-moo  and  family/Korea 

2,200 

120 

Koo,  Jeffrey  and  family/Taiwan 

2,500 

122 

Kozeny,  Viktor/Czech  Republic 

200 

161 

Kratochvil,  Martin/Czech  Republic 

90 

161 

Krishnan,  T.  Ananda/Malaysia 

4,100 

120 

Kristiansen,  Kjeld  Kirk/Denmark 

2,500 

142 

Kulczyk,  Jan/Poland 

200 

161 

Kuok,  Robert/Maiaysia 

10,000 

99 

Kwek  Leng  Beng/Singapore 

5,800 

108 

Kwok,  Walter,  Thomas  and  Raymond/Hong  Kong 

12,300 

106 

Landolt  family/Switzerland 

6,300 

170 

Langmann,  Hans  Joachim  and  family/Germany 

5,600 

144 

Latsis,  Spiros/Greece 

2,800 

150 

Lauder,  Leonard  A.  and  Ronald  S./US 

4,900 

135 

Lauren,  Ralph/US 

2,400 

136 

Lee  Kun-hee  and  family/Korea 

5,200 

118 

Lee  Shau  Kee/Hong  Kong 

14,700 

106 

Lemann,  Jorge  Paulo/Brazil 

600 

130 

Lerner,  Alfred/US 

2,300 

136 

Lewis,  Joseph/UK 

800 

153 

Li  Ka-shing/Hong  Kong 

11,000 

98 

Liem  Sioe  Liong/lndonesia 

4,000 

110 

Urn  Goh  Tong/Malaysia 

2,100 

120 

Liu  Yongxing  and  brothers/China 

800 

111 

Livanos,  Peter  and  family/Greece 

1,500 

152 

Louis-Dreyfus,  Gerard  and  family/France 

1,700 

143 

Louis-Dreyfus,  Robert/France 

700 

153 

Lowy,  Frank/Australia 

1,200 

112 

Lucas,  George/US 

2,000 

138 

Luksic,  Andronico  and  family/Chile 

2,600 

127 

Mansour,  Mohamed/Egypt 

600 

164 

Marinho,  Roberto/Brazil 

3,000 

128 

Mars,  Forrest  Edward  Sr.  and  family/US 

12,000 

134 

Matsuda,  Kazuo/Japan 

2,700 

114 

Matte,  Eliodoro/Chile 

1,500 

128 

McCaw  family/US 

3,800 

135 

Mendoza,  Leonor  and  family/Venezuela 

2,500 

131 

Merckle,  Adolf/Germany 

3,100 

150 

Mittal,  Lakshmi/lndia 

1,900 

108 

Miyamoto,  Masafumi/Japan 

1,200 

118 

Mohn,  Reinhard  and  family/Germany 

2,400 

150 
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You're  In  Business  To 
Outrun  Competition, . . 


So  Ride  With  A  Winner. 


ou  re  in  ousmess- 


Your  world  revolves  around  succeeding.  So  surround  yourself 
with  the  world-class  technology  and  reliability  of  Toshiba.  Then, 
you'll  know  you've  got  what  it  takes  -  including  the  Toshiba  Quality 
Commitment  -  a  guarantee  that  says  the  best  will  be  there  for  you, 
come  what  may.  With  Toshiba  Copiers  and  Fax,  you're  in  business. 
Connect  with  the  Toshiba  authorized  dealer  nearest  you.  Call 
1-800'GO-TOSHIBA  or  visit  our  Website:  http://copier.toshiba.com 
or  http://fax.toshiba.com 

In  Touch  with  Tomorrow 


TOSHIBA 

COPIERS  ♦  FAX 
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Moore,  Gordon  E./US 

6,700 

134 

Schickedanz  family/Germany 

3,700 

170 

Mori,  Minoru  and  Akira/Japan 

5,700 

110 

Schmidheiny,  Stephan/Switzerland 

3,000 

143 

Mulliez,  Gerard  and  family/France 

7,000 

J42 

Schmidheiny,  Thomas/Switzerland 

1,900 

156 

Murdoch,  K.  Rupert/US 

2,800 

103 

Schmidt-Ruthenbeck  family/Germany 

3,600 

170 

M0ller,  Maersk  Mc-Kinney/Denmark 

3,600 

142 

Schwab,  Charles  R./US 

1,700 

138 

Nambu,  Yasuyuki/Japan 

1,200 

118 

Setubal,  Roberto/Brazil 

250 

130 

Npwhnii"!P  Samuel  1  Jr  and  Donald  E  /US 

9,000 

134 

Seydoux/Schlumberger  families/France 

5,300 

170 

Ho  Rnhprt  and  Tpnp  Fnnp/.Sinpanore 

7,000 

122 

Shigeta,  Yasumitsu/Japan 

650 

110 

Nicholas,  Peter  M./US 

1,900 

138 

Shih,  Stan/Taiwan 

320 

111 

Nnhna  Aivarn/Tr  uador 

iiuuua,  nival  u/  Liiuuuui 

1,400 

128 

Shoman,  Abdulmajeed/Jordan 

700 

164 

O'Reilly.  Anthony/Ireland 

1,200 

144 

Simplot,  John  R./US 

3,200 

136 

Oeri,  Hoffman  and  Sacher  families/Switzerland 

14,300 

170 

Slim  Helu,  Carlos/Mexico 

6,600 

99 

Oetker,  Rudolf  and  family/Germany 

2,800 

150 

Soldati,  Santiago/Argentina 

360 

130 

Ofer,  Yuli  and  Sammy/Israel 

1,200 

162 

Son,  Masayoshi/Japan 

3,500 

103 

Olayan,  Suliman/Saudi  Arabia 

3,200 

163 

Sophonpanich,  Chatri/Thailand 

2,000 

122 

Oppenheimer,  Harry  and  family/South  Africa 

2,500 

164 

Sorenson,  James  L./US 

2,000 

138 

Oshima,  Kenshin/Ja pan 

1,700 

114 

Soriano,  Andres/Philippines 

182 

110 

Otsuka,  Masahito/Japan 

2,500 

114 

Soros,  George/US 

2,500 

136 

Otto,  Michael/Germany 

4,500 

146 

Suharto/Indonesia 

16,000 

168 

Packer,  Kerry/Australia 

2,400 

106 

Swire,  Sir  Adrian  and  Sir  John/Hong  Kong 

2,500 

107 

Paul,  Swraj/UK 

300 

152 

Sy,  Henry/Philippines 

2,900 

122 

Perelman,  Ronald  O./US 

4,000 

135 

Takei,  Yasuo/Japan 

5,200 

110 

Perez  Companc,  Gregorio/Argentina 

5,200 

126 

Takizaki,  Takemitsu/Japan 

1,500 

114 

Perot,  Henry  Ross/US 

3.300 

136 

Tan  Yu/Philippines 

7,200 

120 

Persson,  Stefan/Sweden 

2.500 

154 

Tata,  Ratan/lndia 

100 

111 

Pinault,  Francois/France 

3,600 

143 

Thomson,  Kenneth/Canada 

11,000 

126 

Piech,  Ferdinand  and  family/Germany 

3,400 

150 

Tiong  Hiew  King/Malaysia 

2,700 

120 

Poon,  Dickson/Hong  Kong 

540 

111 

Tisch,  Laurence  A.  and  Preston  R./US 

4,700 

135 

Potanin,  Vladimir/Russia 

700 

161 

Toyoda,  Shoichiro/Japan 

1,200 

118 

Pritzker,  Jay  A.  and  Robert  A./US 

6,000 

135 

Tronchetti  Provera,  Marco/Italy 

100 

152 

Quandt  family/Germany 

11,700 

170 

Troutt,  Kenneth/US 

1,400 

138 

Queen  Beatrix/Netherlands 

4,700 

168 

Tsai  Wan-lin  and  family/Taiwan 

11,300 

122 

Queen  Elizabeth  ll/UK 

350 

168 

Tsutsumi,  Yoshiaki/Japan 

8,000 

110 

Quek  Leng  Chan/Malaysia 

2,900 

120 

Turner,  Robert  E.  (Ted)/US 

2,100 

138 

Rausing,  Hans  and  Gad/Sweden 

9,000 

154 

Ty,  George/Philippines 

2,700 

122 

Redstone,  Sumner  M./US 

3,400 

135 

Van  Andel,  Jay/US 

2,900 

136 

Riady,  Mochtar  and  family/Indonesia 

1,800 

114 

Varszegi,  Gabor/Hungary 

120 

161 

Rocca,  Roberto/Argentina 

2,300 

126 

Viakhirev,  Rem/Russia 

1,100 

160 

Rockefeller,  David/US 

1,400 

138 

Waitt,  Theodore  W./US 

2,300 

136 

Romo  Garza,  Alfonso/Mexico 

2,000 

128 

Wallenberg,  Peter/Sweden 

125 

153 

Rothermere,  Viscount/UK 

2,000 

156 

Walton  family/US 

27,600 

134 

Rothschild  family/France/UK 

1,500 

144 

Wang,  Nina/Hong  Kong 

7,000 

107 

Rupert,  Johann  and  family/South  Africa 

1,200 

163 

Wang,  Yue-che/Taiwan 

5.500 

122 

Sabanci,  Sakip  and  family/Turkey 

4,000 

162 

Wertheimer,  Alain  and  family/France 

2,100 

143 

Safra,  Edmond/Lebanon 

2,300 

162 

Weston,  Garry  and  family/UK 

1,500 

156 

Sahenk,  Ayhan  and  family.Turkey 

1,400 

164 

Widjaja,  Eka  Tjipta/lndonesia 

5,400 

110 

Sainsbury,  David/UK 

1,500 

156 

Woeste,  Albrecht  and  Henkel  family/Germany 

5,200 

144 

Salinas  Pliego,  Ricardo/Mexico 

1,700 

131 

Wonowidjojo  family/Indonesia 

7,300 

110 

Sail,  John/US 

1  1,300 

138 

Wrigley,  William  and  family/US 

2,200 

136 

Sampoerna,  Putera/lndonesia 

2,300 

110 

Yamauchi,  Hiroshi/Japan 

1,200 

118 

Santo  Domingo,  Juiio  Mario/Colombia 

1,900 

128 

Yeoh,  Francis  and  family/Malaysia 

1,600 

120 

Sarmiento  Angulo,  Luis  Carlos/Colombia 

2,600 

128 

Yung,  Larry/China 

1,300 

107 

Sawiris,  Onsi  and  family/Egypt 

600 

164 

Zambrano,  Lorenzo/Mexico 

1,700 

126 
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Global  Private  Banki 


Rinj 


Wh 


EREVER  YOU  GO,  WHEREVER 


YOU  MAY  BE,  YOU'LL  FIND  THAT 
REPUBLIC  SPEAKS  YOUR  LANGUAGE. 


Headquarters  of  Republic 
National  Bank  of  New  York 
(Suisse)  S.A.  in  Geneva. 


Our  mu  ltilin  £ual  account  officers  are  at  your 
service  in  some  three-dozen  financial  centres  around 
tfie  world.  And  tkougk  they  speak  many  diff  erent 
languages,  all  are  committed  to  one  fundamental 
principle:  to  protect  our  clients'  capital  as  we  safeguard 
its  purchasing  power. 

It  is  a  simple  principle  upon  which  we  base  our 
brand  of  financial  conservatism:  private 
banking  built  upon  rigor,  discipline  and  prudence.  This 
sopkisticated  conservatism,  vigorously  pursued,  kas  created 
a  glokal  private  kank  of  exceptional  stability,  capakle  of 
weatkering  tke  rougkest  storms. 

Indeed,  Republic's  capitalization  ratio,  on  a  risk 
adjusted  kasis,  is  two  times  as  great  as  tkat  require  d  ky  tke 
world's  international  kanking  regulators. 

To  our  way  of  tkinking,  it  is  security  as  well  as  return 
tkat  we  must  ensure  each  day.  Ana  in  tlie  process,  to 
provide  a  unique  quality  of  service,  understanding  and 
discretion. 


World  Headquarters  of 
Republic  National  Bank  of 
New  York  in  New  }ork. 


Republic  National  Bank  of  New  York 


Strength.  Security.  Service. 
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Which  foreign  countries  are  doing  best?  Which  foreign  companies? 

Going  global 


By  Eric  S.  Hardy 
Illustrations  by  Jose  Ortega 

Rich  countries  are  getting  richer,  but  poor  ones  are 
getting  richer  faster.  The  International  Monetary  Fund 
estimates  that  world  output  grew  4%  last  year,  on  top  of 
a  3.7%  increase  for  1995.  The  prediction  for  this  year  and 
next  is  4.4%  growth. 

But  look  who's  getting  the  growth.  The  seven  largest 
economies — the  G7:  Canada,  France,  Germany,  Italy, 
Japan,  the  U.K.  and  the  U.S. — expanded  by  only  2.2%  on 
average.  In  the  same  year  China's  economy  grew  9.7%.  In 
Africa,  a  continent  from  which  the  evening  news  reports 
only  famine  and  war,  Ethiopia  anci  Morocco  posted 
double-digit  gains.  South  Africa  posted  its  fourth  con- 
secutive year  of  expansion. 

After  weathering  currency  crises,  Latin  America  is  back 
at  the  table.  Brazil  and  Mexico  are  now  growing  at  an 


estimated  4.5%  and  Argentina  at  5%. 

"Brazil's  economy  is  booming,  and  inflation  has  been 
reduced  from  5,000%  a  few  years  ago  to  under  20% 
today,"  says  Gavin  Dobson,  chief  executive  of  Blairlogie 
Capital  Management,  an  international  equity  investment 
firm.  Argentina's  inflation  rate,  for  decades  a  sick  joke,  is 
down  to  8%. 

In  1991,  7  of  18  Central  and  Eastern  European  nations 
had  triple-digit  inflation;  in  1996  only  Bulgaria  had  infla- 
tion of  more  than  100%. 

Western  Europe  still  stagnates  under  crushing  welfare- 
state  burdens.  "Germany  is  in  a  vicious  cycle  where 
demands  for  social  spending  will  prevent  any  kind  of 
decent  economic  expansion,"  says  First  Chicago  nbd  chief 
economist  James  Annable.  "Much  of  Europe  also  suffers 


25  largest  public  foreign  companies 


Company/business 

Country 

Revenue 

Employees 

($mil) 

(thou) 

Mitsui  &  Co/trading 

Japan 

144,943 

11.5 

Mitsubishi/trading 

Japan 

140,204 

8.81 

Itochu/trading 

Japan 

135,542 

7.01 

Royal  Dutch/Shell  Group/energy 

Netherlands 

128,186 

101.0 

Marubeni/trading 

Japan 

124,027 

9.5 

Sumitomo/trading 

Japan 

119,281 

26.2 

Toyota  Motor/automobiles 

Japan 

108,702 

146.9 

Nissho  Iwai/trading 

Japan 

78.921 

17.5 

Nippon  Tel  &  Tel/telecomm 

Japan 

78,321 

222.1 

Hitachi/elec  &  electron 

Japan 

75,669 

330.2 

Daimler-Benz  Group/automobiles 

Germany 

70,707 

291.3 

British  Petroleum/energy 

United  Kingdom 

69,858 

53.7 

Matsushita  Electric  Indl/appliances 

Japan 

68,148 

265.5 

Volkswagen  Group/automobiles 

Germany 

66,536 

242.8 

AXA-UAP/insurance 

France 

66,484 

88.0E 

Siemens  Group/elec  &  electron 

Germany 

63,716 

378.8 

Nissan  Motor/automobiles 

Japan 

59,118 

139.9 

Allianz  Worldwide/insurance 

Germany 

55,397 

65.8 

Unilever/food,  household 

Netherlands 

52,076 

306.0 

Fiat  Group/automobiles 

Italy 

50,496 

237.9 

Sony/appliances 

Japan 

50,278 

163.0 

Nestle/food,  household 

Switzerland 

48,939 

221.1 

Toshiba/elec  &  electron 

Japan 

48,416 

186.0 

Honda  Motor/automobiles 

Japan 

46,994 

101.1 

Tomen/trading 

Japan 

46.506 

11.5 

'Not  fully  consolidated.  E:  Estimate. 


Winners  and  losers 

Value  of  $10,000  invested  May  1992 


Bert  

MMMMMMMMMMMMMI  $36,040 

MMHMHHMHMHHM  $33,564* 

Switzerland    BBHBBBBBBBBBBHBHI  $29,167 

Turkey  BM— W  $27,979* 
Netherlands   MHHHHMMMHH  $26,083 
Sweden        MMMMMMMMBBI  $24,964 

New  Zealand  $24,261 

Hong  Kong    MMMMBBBWBB  $23,724 

Ireland  IHHHHHHi  $22,329 

Malaysia       ■■■■■■■■■■■  $21,791 

Worst 

Mexico  HHi  $9,775' 

Argentina  HH  $10,020' 
Austria  HEHHH  $10,176 

Thailand        MiH  $10,876' 
South  Korea  HHI  $12,887  1 
Japan  HHH  $13,086 

Italy  HHHHHi  $13,108 

France  ■HHH  $14,534 

Jordan  HUH  $14,803' 

Australia       H  U  $16,333 

*Gross  dividends  reinvested. 

s&p         ■MMHMMMHi  $23,170 

EAFE  $16,509 


Finland  a  growth  market?  Over  the  part  five  years  Morgan 
Stanley's  Finland  stock  index  outperformed  all  others. 
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from  this  malaise." 

But  in  Britain,  which  has  just  elected  a  centrist  govern- 
ment masquerading  as  Labour,  Lehman  Brothers  global 
strategist  Joseph  Rooney  expects  good  things.  "British 
manufacturers  that  survived  the  past  20  years  have 
emerged  as  very  healthy,"  Rooney  says.  He  is  especially 
impressed  by  the  prospects  for  Britain's  General  Electric 
Co.,  Pic.  (no  relation  to  the  U.S.  firm),  a  defense,  com- 
munications and  medical  supply  company.  Ranked  251  on 


our  international  500  table,  British  GEC's  ADRs  trade  in 
the  U.S.  at  14  times  estimated  1997  profits. 

Charts  in  the  country-by-country  listing  of  The  Forbes 
International  500  start  on  this  page.  They  utilize  Morgan 
Stanley  Capital  International  data  and  information  from 
the  World  Competitiveness  Yearbook  of  the  International 
Institute  for  Management  Development  (Lausanne)  and 
the  World  Economic  Forum  (Geneva).  Some  of  the  rank- 
ings are  quite  surprising.  On  a  scale  from  10  downward, 


United  States 


Business  climate  '92  vs  '97 

8.1 

6  8 

5.5    5.7  5.6     5.5  5J> 

3.5 


Venture  Economic  Personal  Corporate 
capital     policies      taxes  taxes 

A  score  of  10  means  conditions  are  optimum. 


Country  statistics 

Population 

Gross  domestic  product 
GDP  per  capita 
Total  national  debt/GDP 
R&D  expenditures/GDP 
Unemployment  rate 
Retail  sales  per  capita 

International  fund 

Vanguard/Windsor  lit 

'Annualized.  tForbes  best  buy. 

Sources:  The  World  Competitiveness  Yearbook;  International  Monetary  Fund, 
Upper  Analytical  Services;  Morgan  Stanley  Capital  International. 


264.0  million 

$7,576.1  billion" 

$28.7  thousand 

49.7% 

2.5% 

5.4% 

$5.8  thousand 


—  Total  return 
YTD  1-yr 

12.0%  27.3% 


5-yr* 

18.4 


Performance  relative  to  EAFE 

200 


150 
100 
50 


EAFE=100 

'92  '93 

•94 

'95 

'96  '97 

Yen  per  $U.S 


'92    '93       '94      '95      '96  '97 

ECU;  A  trade-weighted  market  basket  of  European  currencies. 


This  is  the  first  in  a  series  of  charts,  running  through  page  208,  showing  important  data  about  the  world's  leading 
economies  and  stock  markets.  The  U.S.  market  sells  for  21  times  latest  earnings,  but  six  big  markets  are  more  expensive. 
Germany's  comparable  P/E  is  25,  South  Korea's  36,  Japan's  62.  Sources:  Morgan  Stanley  Capital  International,  World 
Competitiveness  Yearbook  of  the  International  Institute  for  Management  Development  and  the  World  Economic  Forum. 
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The  World  Super  Fifty 


Rank 

Company 

Business 

Country 

Revenue 

Net 

Assets 

Market 

Employees 

($mil) 

income 

($mil) 

value 

(thou) 

Kmih 

\  JHllll  J 

....... 

Royal  Dutch/Shell  Group 

energy 

Netherlands 

1  00  1  Of 

128,186 

0  0  00 

0,800 

10/1  070 

124,3/3 

1 cn  1  oo? 

169,123^ 

101.0 

2 

General  Electric 

elec  &  electron 

United  btates 

/y,i  /y 

7  000 

/,2oU 

070  A  00 

2/2, 4U2 

100  C  7  0 

lyo.b/o 

ooo  c 

3 

Exxon 

energy 

United  States 

1  1  C  700 

lib,/ to 

/,blU 

OC  C07 

yb,bc7 

1/17  1/11 
14/, 141 

QO  C 

oU.b 

4 

International  Business  Machines 

computer  systems 

United  Mates 

7C  OA  7 

/b,y4/ 

C  A  00 

b,4zy 

01  100 
0 1 , 1  it 

07  00  1 

b7,ool 

0  0  0  o 

tii.v 

Tnvnta  Mntnr 

automobi  les 

Japan 

108,702 

3,426 

102,417 

108,899 

146.9 

6 

Ford  Motor 

automobiles 

United  States 

1  a  c  tin  i 

14b,  yyi 

A   A  AC 

4,44b 

OC 0  OC 7 

2b2,8b/ 

A  A  CCO 

44,bbU 

371.7 

7 

General  Motors 

automobiles 

United  States 

i c a  nc n 
lb4,Uby 

A  OC  0 

4,ybJ 

000  1  d  0 

222,142 

49,0b/ 

C  AO  O 

648.0 

8 

British  Petroleum 

energy 

United  Kingdom 

{10  0  C  0 

by.obo 

0  OO C 

3,y8b 

c c  o no 

C  7  OOC 

b/,2yb 

C  0  7 

b3./ 

3 

Bank  of  Tokyo-Mitsubishi 

banking 

Japan 

AC  A  C  1 

4b,4bl 

OC  0 

jb2 

C  A  7  701 

b4/,/81 

0  1  07  1 

81,0/1 

i  n  o 

19.3 

q 

Wal  Marl-  Stnrp* 

rptailino 

1  C 1 0  II 1 1 1  g 

llnitpri  Statps 

104  8S9 

3,056 

39,604 

68  336 

701.5 

11 

AT&T 

telecommunications 

United  States 

CO  1  OA 

31,16% 

C  7 70 

b,//U 

c c  noc 

bb,U2b 

cn  ceo 

bytbbo 

i  on  a 

129.4 

12 

Citicorp 

banking 

United  States 

oo  enc 

0  7  0  0 

J, /oo 

ooi  n i o 
281,018 

co  non 

01  A 

ol  A 

13 

Mobil 

energy 

United  States 

1 1  i  on 

/ 1 ,  i  zy 

0  OC  A 

Z,yb4 

AC  AOO 

4b,4U8 

cc  noo 
DD,UuO 

AC  1 

46./ 

14 

El  du  Pont  de  Nemours 

chemicals 

United  States 

oo  o /i n 

0  C OC 

i,  bib 

0  7  no  7 

o/,y8/ 

C  1   0  1  c 

1  o  i  n 

101. u 

14 

1  1 

Fannip  Map 

Ipasino  &  finanrp 

II  'i  'III;    OL  IIMOIIUG 

llnitpd  States 

25,054 

2,754 

351,041 

46,433 

3.3 

14 

Procter  &  Gamble 

food,  household 

United  States 

0  C  0  1  0 

io,tlt 

0  OO 7 
3,23/ 

0  0  1  oo 

28.12U 

OO  C01 

yj,b81 

i  no  n 

103. U 

17 

Nippon  Tel  &  Tel 

telecommunications 

Japan 

70  001 

/8.321 

i  o on 

1,330 

1  1  C  OC c 

1  Ib.obb 

1  C  1  OOC 

lbl.OSD 

000  1 

222.1 

18 

Philip  Morris  Cos 

tobacco 

United  States 

C  A  CCO 

b4,bb3 

c  ooo 

6,303 

C  A  0  7  1 

54,0/1 

0  c  ooo 

1  C  0  c 

152. b 

i  n 

19 

HSBC  Group 

banking 

United  Kingdom 

00  QC  0 

zo.obo 

A  QCO 

4,0bU 

/101  ccc 

4Ul,bbb 

07  070 

1  00  c 

102. b 

20 

Ampriran  intprnatinnal  fir  nun 

Hill  Gl  1  Uu  1 1  IHIGI  Mall U Hal  Ul  UUjJ 

incnranrp 

llnitpri  Statps 

28,205 

2,897 

148,431 

63,512 

35.6 

20 

Unilever 

food,  household 

Netherlands 

CO  o~ic 

b2,0/b 

o  c nn 

2,500 

on  noo 

30,yy3 

CO  C01  \ 

52,68/J 

one  o 

306.0 

22 

Nestle 

food,  household 

Switzerland 

ao  noo 

48,939 

0  7  C  0 

2, 752 

0  7  OOC 

3/,y0b 

A  0  OCO 

49,0b9 

00  1  1 

221.1 

23 

Allianz  Worldwide 

insurance 

Germany 

C  C  0  07 

bo, 631 

1  one 

1,096 

ono  oco 

200, 3b2 

yl  0  C  1  C 

48, bib 

CCO 

6b. 8 

00 

23 

Lloyds  TSB  Group 

banking 

United  Kingdom 

OA  0 7 C 

20,3/5 

2,460 

oc n  ooo 

2bO,228 

CO  ooo 

b3,938 

00  c 

82. b 

25 

Hhasp  Manhattan 

hankinp 

llnitpd  Stafps 

27,421 

2,461 

336  099 

•J  \J  U  ,  \J  -J  J 

40,712 

70.2 

oc 
ZD 

||.1.1|„il  Dndl/ni-J 

Hewlett-Packard 

computer  systems 

United  States 

0  O  A  07 

39,42/ 

2,708 

07  ICC 

z  / ,  1  bo 

CO  1  OC 

b2,19b 

1  no  o 

10/. 2 

Chevron 

energy 

United  States 

07  con 

3/, 580 

2,607 

34,854 

AC  7  0  0 

4b, /28 

A^  o 

41.9 

00 

28 

Deutsche  Bank  Group 

banking 

Germany 

41,033 

1,418 

c  c  n  nnc 

bb9,90b 

07  7C 0 

74.4 

00 

28 

tnl 

energy 

Italy 

37,384 

2,885 

58,856 

a n  ooc 

40,09b 

00  A 

83.4 

30 

Inrtl  Rank  nf  lanan 

hankino 

Japan 

38,694' 

-659' 

361,372' 

30,576 

5.3 

Barclays 

banking 

United  Kingdom 

19,694 

2,560 

315,830 

on  /ioc 

29,435 

07  A 
01  A 

00 

IMP  Prmin 

Inb  broup 

financial  svcs 

M     l  1  -  -     1  -    ■  -I  - 

Netherlands 

35,942 

1,970 

277,528 

34,745 

C  0  1 

58.1 

00 

ii 

Daimler-Benz  Group 

automobiles 

Germany 

70,707 

1,835 

72,331 

on  c 70 

39,6/2 

on  i  o 

291.3 

OA 

Deutsche  Telekom 

telecommunications 

Germany 

41,916 

1,168 

112,121 

60,946 

236.8 

35 

Amoco 

pnprpu 

llnitpri  Stafps 

32,150 

2,834 

32,100 

44,444 

42.2 

oc 

Sanwa  Bank 

banking 

Japan 

27,973 

230 

a  o "7  /no 

427,438 

37,180 

13.9 

07 

Novartis  Group 

personal  care 

Switzerland 

29,314 

1,864 

43,098 

93,501 

116.2 

00 

Jo 

Intel 

computer  peripherals 

i  United  States 

20,847 

5,157 

23,735 

1  O  A  OOO 

124,382 

45.1 

00 

NationsBank 

banking 

United  States 

17,509 

2,375 

185,794 

33,579 

60.6 

39 

Siemens  Group 

plpr  Jt  plprtrnn 

U  C  l  Mia.  Illy 

63,716 

1,877 

57.310 

31,749 

378.8 

A  1 

Chrysler 

automobiles 

United  States 

61,397 

3,720 

56,184 

22,124 

126.0 

**Z 

ABN-Amro  Holding 

banking 

M^il  I  |_ 

Netherlands 

27,656 

1,959 

341,396 

25,398 

CCA 

65.4 

41 
40 

Travelers  Group 

insurance 

United  States 

21,345 

2,331 

151,067 

0  c  oco 

35,269 

c  1  n 

51.9 

/t/1 

Honda  Motor 

automobiles 

Japan 

46,994 

1,964 

33,787 

28,657 

101.1 

45 

P.rifish  Tplprnm 

Ulllloll  1CICLUIII 

telecommunications 

United  Kingdom 

00  CQC 

zo.byb 

0.  OOC 

411,004 

/iK  t  a  ^ 

4b,10D 

1ZS.D 

45 

Johnson  &  Johnson 

medical  supplies 

United  States 

21,620 

2,887 

20,010 

79,949 

85.8 

47 

Fuji  Bank 

banking 

Japan 

24,071 

968 

432,738 

37,379 

15.2 

47 

Merck 

personal  care 

United  States 

19,829 

3,881 

24,293 

107,933 

j  47.2 

47 

Texaco 

energy 

United  States 

44,561 

2,018 

26,963 

28,341 

28.6 

50 

Matsushita  Electric  Indl 

appliances 

Japan 

68,148 

1,224 

70,100 

39,761 

265.5 

'Figures  are  latest  available.  Combined  market  value  for  Royal  Dutch  Petroleum  and  Shell  Transport  &  Trading.  Combined  market  value  for  Unilever  NV  and  Unilever  Pic. 

The  tables  starting  on  page  $2  show  the  500  non-U. S.  companies  with  the  most  sales,  broken  down  by  their  home  coun- 
tries. The  above  tabie  takes  a  different  approach:  it  ranks  the  50  largest  U.S.  and  foreign  firms  on  a  composite  score 
based  on  each  company's  best  three  out  of  four  rankings  for  sales,  profits,  assets  and  market  value.  Using  these  criteria, 
Royal  Dutch/Shell  Group     h&  world's  biggest  company.  The  largest  U.S.  corporation:  General  Electric. 
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World  Competitiveness  Yearbook  rates 
Japan  2.2  on  government  economic 
policies,  putting  it  in  last  place.  "The 
Japanese  government  is  pushing 
through  economic  reforms  at  a  very 
slow  pace,  and  the  country  is  just 
starting  to  recover  from  the  banking 
crisis  and  asset  deflation,"  says 
Lehman's  Rooney. 


To  help  readers  who  want  to  place 
bets  on  foreign  economies  or  foreign 
companies,  we  selected  one  country- 
or  region-specific  fund  for  each 
nation.  (The  exception  is  Belgium 
and  the  Netherlands:  Only  one  fund 
is  available  for  those  countries.)  Our 
computers  generally  picked  the  fund 
that  best  matched  Forbes  Best  Buy 
criteria  for  efficiency  (low  costs)  and 
performance.  The  funds  listed  for 
Japan,  Germany  and  the  U.S.  are 
marked  with  a  footnote  because  they 
passed  all  our  Best  Buy  screens. 

Japanese  trading  companies  are  the 
largest  firms  in  this  survey,  based  on 
sales.  The  largest  industrial  company 
is  Royal  Dutch/Shell  Group.  New- 
comers to  our  list  include  Finland's 
Enso,  a  forest  products  concern. 

To  be  considered  for  The  Forbes 
International  500,  companies  must 
be  publicly  traded  as  of  May  30, 
1997  and  must  be  incorporated  out- 
side the  U.S.  and  U.S.  territories.  We 
used  average  currency  exchange  rates 
in  converting  sales  and  net  income 
into  U.S.  dollars;  assets  were  con- 
verted at  the  rate  prevailing  at  the 
end  of  a  firm's  fiscal  year.  Stock  prices 
and  earnings  estimates  reflect  data  as 
of  May  30  and  have  been  converted 
at  the  exchange  rate  on  that  date. 

Any  fiscal  year  ending  between 
June  1996  and  May  1997  is  desig- 
nated as  fiscal  1996.  For  companies 
that  have  yet  to  report  fiscal  1996 
earnings,  we  use  estimated  earnings 
per  share  (marked  with  an  E).  ■ 
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FREE  GUIDE 


CHART  YOUR  COURSE  TO 
INTERNATIONAL  INVESTING 


T.  Rowe  Price  Guide  to  International  Investing.  If  you're  considering 
enhancing  the  long-term  return  potential  of  your  portfolio  by  diversifying 
overseas,  our  new  international  investing  guide  can  help  you  plot  your 
course.  The  guide  provides  an  overview  of  the  benefits  and  risks  of  invest- 
ing abroad,  and  helps  you  execute  an  international  investment  strategy 
that's  appropriate  for  you. 

Benefit  from  our  expertise.  T.  Rowe  Price  offers  a  wide  range  of  100% 
no-load  international  funds  to  implement  your  investment  strategy.  We've 
been  helping  investors  diversify  abroad  since  1979  and  are  the  largest  inter- 
national no-load  fund  manager.1  Of  course,  investing  overseas  involves 
special  risks,  including  the  volatility  of  currency  exchange  rates.  $2,500 
minimum  investment  per  fund  ($1,000  for  IRAs).  No  sales  charges. 

Call  24  hours  for  your  free  planner  and  a  prospectus 

1-800-541-8466 

www.  troweprice.com 


BUeflialioB 


Invest  With  Confidence 

T.RoweRlce 


'Strategic  Insight  Simfund.  Read  the  prospectus  carefully  before  investing.  T.  Rowe  Price  Investment  Services, 
Inc.,  Distributor.  IPG036940 


LdUUdld  IbBdNU. 

Vacation  in  a  private  paradise,  as  tropical  and  secluded 
as  any  undiscovered  island.  Visit  Laucala,  a  Forbes 
Magazine  South  Pacific  Property  in  the  Fiji  Isles. 

This  pristine  paradise  offers  the  world's  finest 
scuba  diving  and  snorkeling.  Windsurf.  Sail. 
Play  tennis.  Waterski.  Go  deep-sea  fishing  on 
board  the  island's  private  fishing  boat.  Relax  by 
the  pool.  Do  it  all.  Or  do  nothing  at  all. 

Laucala  is  the  ultimate  vacation  experience  — 
the  finest  amenities  without  the  formalities.  All 
this  for  just  $2,495  pp  for  8  days  and  7  nights 
(plus  Fiji  tax).  And  that  includes  everything.  With 
its  own  private  ainway  and  daily  scheduled  com- 
mercial flight,  Laucala  is  the  perfect  getaway. 

For  more  information, 
call  1-800-F0RBES-5. 


FORBES 

MAGAZINE'S 
FIJI  ISLAND 


Because  it  has  historically  moved  in 
the  opposite  direction  of  stocks  and 
bonds,  gold  is  a  vital  asset  to  hold  in  con- 
junction with  paper  investments  in  order 
to  reduce  risk  and  volatility. 


"In  the  U.S.,  more  investors  choose 
the  American  Eagle  gold  bullion  coin 
than  any  other  bullion  coin  in  the  world. 
American  Eagles  are  the  only  bullion 
coins  backed  by  the  U.S.  Government  for 
weight  and  content.  Guaranteed. 

Blanchard  and  Company  is  one  of 
America's  largest  and  most  respected 
precious  metals  dealers.  We  self 
American  Eagles  at  just  1%  above  our 
cost.  Call  1-800  880-4653  to  order. 

1  800-880  4653 

Please  Ask  For  Extension  700 

BLANCHARD 


Australia 


Business  climate  '92  vs  '97 


4.6  4.6 

5.3 

4.0 

921  97  1 

Venture 
capital 

Economic 
policies 

A  score  of  10  means  conditions  are  optimum. 


Country  statistics 
Population 

Gross  domestic  product 
GDP  per  capita 
Total  national  debt/GDP 
R&D  expenditures/GDP 
Unemployment  rate 
Retail  sales  per  capita 

International  fund 

Kleinwort  Benson  Australia 

'Annualized. 

Sources:  The  World  Competitiveness  Yearbook,  International  Monetary  Fund; 
Upper  Analytical  Services;  Morgan  Stanley  Capital  International. 


18.3  million 
$392.7  billion 
$21.5  thousand 
19.8% 

8.5% 

$3.4  thousand 

—  Total  return  — 
YTD  1-yr 

-1.4%  9.0% 


5-yr* 

9.1% 


Performance  relative  to  EAFE 

200 
150 
100 
50 


EAF 

E=100 

'92  '93  '94  '95  '96  '97 
Australian  dollars  per  $U.S. 


1.6 

1.5 

1.4 

1.3 

1.2 

'92  '93 


'94      '95      '96  '97 


Rank 

Company/business 

Revenue 
($mil) 

Net 
income 
($mil) 

Assets 
($mil) 

Market 
value 
($mil) 

Stock 
price 
($) 

1996 

($) 

-EPS 

1997E 

($) 

Yield 

(%) 

Employees 
(thou) 

157 

•  Broken  Hill  Proprietary/energy 

14,407 

788 

28,124 

28,487 

14.34 

0.64 

"7"  0.75 

F  2.7" 

60.0 

163 

•  Coles  Myer/retailing 

13,895 

214 

5,466 

5,052 

4.66 

0.18 

i  0.22 

3.6 

149.4 

209 

•  Natl  Australia  Bank/banking 

11,520 

1,621 

123,953 

21,357 

14.28 

1.12 

;  1.20 

4.6 

1  47.2 

238 

•  Woolworths/retailing 

10,620 

177 

2,447 

3,469 

3.10 

0.17 

0.18 

3.7 

94.6 

250 

•  News  Corp/media 

9,938 

775 

24,272 

8,889 

4.43 

0.24 

0.32 

0.5 

26.5 

286 

•  ANZ  Banking/banking 

8,778 

861 

90,009 

10,191 

6.83 

0.59 

0.64 

;  4.7 

39.7 

311 

•  Westpac  Banking;  Group/banking 

7,719 

873 

87,414 

9,654 

5.42 

0.45 

0.51 

4.6 

33.8 

335 

•  Rio  Tinto/metals-nonfer 

7,075 

1,095 

17,226 

23.8083 

|  16.37 

0.78 

0.91 

3.0 

51.0 

353 

•  Commonwealth  Bank  Group/banking 

6,886 

850 

78,291 

9,793 

10.73 

0.88 

!  0.98 

6.4 

36.1 

405 

•  Qantas  Airways/airlines 

5,882 

187 

7,276 

2,285 

2.11 

0.18 

0.18 

4.7 

29.6 

477 

•  Pacific  Dunlop/multi-industry 

4,913 

-101 

4,690 

2,864 

2.79 

-0.10 

0.14 

!  3.8 

40.7 

481 

•  Amcor/forest  products 

4,878 

257 

5,496 

4,197 

6.61 

0.42 

I  0.33 

4.4 

25.3 

486 

•  CSR  Group/bldg  materials 

4,830 

167 

6,129 

3,697 

3.66 

0.17 

0.22 

4.4 

23.3 

Of  the  leading  countries  in  this  survey,  Belgium  has  the  largest  national  debt  relative  to  its  gross  domestic  product. 
The  charts  below  also  show  a  deterioration  in  Belgium's  business  climate  over  the  past  five  years. 


Belgium 


Business  climate  '92  vs  '97 

6.3 


Venture  Economic  Personal  corporate 
capital     policies      taxes  taxes 

A  score  of  10  means  conditions  ate  optimum. 


Country  statistics 

Population 

Gross  domestic  product 
GDP  per  capita 
Total  national  debt/GDP 
R&D  expenditures/GDP 
Unemployment  rate 
Retail  sales  per  capita 

International  fund 

Wright  EquiFund-Belgiumt 

'Annualized.  tOnly  fund  that  focuses  on  Belgium. 

Sources.  The  World  Competitiveness  Yearbook;  International  Monetary  Fund; 
Upper  Analytical  Services;  Morgan  Stanley  Capital  International. 


10.2  million 
$264.2  billion 
$25.9  thousand 
131.1% 
1.7% 
12.9% 

$6.5  thousand 

—  Total  return  — 
YTD      1-yr  5-yr* 

7.2%    23.0%  6.5% 


Performance  relative  to  EAFE 

200 

150 
100 
50 


EAFE=100 

'92    '93       '94      '95      '96  '97 

Francs  per  $U.S. 

39 


'92    '93       '94      '95      '96  '97 


All  figures  except  per-share  items  are  in  millions  of  U.S.  dollars.  Revenue,  net  income  and  1996  EPS  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  converted  at  fiscal 
year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  excise  taxes  and  duties.  For  companies  with  January,  February  or  March  fiscal  year-ends,  1996  figures  are  used 
unless  noted.  Market  value  is  as  of  May  30,  1997.  •  Sponsored  ADR.  E:  Estimate.  Combined  market  value  for  Rio  Tinto  Pic.  and  Rio  Tinto  Ltd.  Price,  EPS  and  yield  are  only  for  Rio  Tinto  Ltd. 
Sources:  Morgan  Stanley  Capital  International,  I8ES  International.  Inc.  and  Worldscope  database  via  OneSource  Information  Services;  IBES  Express.-  Bloomberg  Financial  Markets;  Forbes. 
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Rank 

Company/business 

Revenue 
($mil) 

Net 
income 
($mil) 

Assets 
($mil) 

Market 

value 

($mil) 

Stock 
price 
($) 

1996 

($) 

-EPS 

1997E 

($) 

Yield 

(%) 

Employees 
(thou) 

82 

Fnrtis  Grnun/in^iiranrp 

?3  51  7 

1 7R  nrn 

i  J,  UL  D 

11.4/ 

■:  1 1  30 

i  i.JU 

1  9 

OU.D 

171 

•  PetroFina/energy 

13,489 

518 

11,612 

8,189 

352.17 

|  22.29 

1  21.30 

3.2 

i  12.6 

175 

Delhaize  Le  Lion  Group/retailing 

13,318 

141 

5,027 

2,578 

49.84 

2.72 

!  2.85 

2.1 

;  94.8 

221 

Tractebel/multi-industry 

11,121 

391 

22,663 

6,131 

;  439.51 

:  28.07 

26.46 

|  3.3 

|  39.4 

237 

Generate  Bank  Group/banking 

10,621 

488 

173,226 

6,539 

395.48 

29.54 

:  29.26 

j  3.8 

|  22.5 

979 

4t  C n  1  iiqw  firmm/phomipalc 
w  oUIVdy  UlUUp/LllciMltdlb 

3,1U/ 

o,o4u 

J.UOZ 

QC\A  QA 

£1  9C 

AO  C/l 

T  A 
0.4 

9R  /t 

03.4 

oUU 

RonL  Rrnvolloc  1  n  m  ho  rt /h  a  n  L  i  n  n 
DallK  DlUXcllcS  LtflTlUcri/ Da n K 1 11  g 

Q  1  HQ 
O,  lUo 

119  C^  A 

oid  no 

Ib.bl 

1  C  9Q 

9  7 

lo.eS 

Hfl 

0  1  u 

Krpriipthatik/han  Lino 
r\l  GUIClUailn/Uaiirviiig 

7  791 

1 10, 1  jo 

O.UOD 

yi  1  9  co 
4 1  l  .  J  J 

9ft  7R 

LO.  1  J 

97  fiQ 

9  4 

10.0 

320 

•  Arbed/metals-steel 

7,500 

-39 

9,835 

985 

108.49 

-4.41 

j  7.10 

1.0 

i  25.1 

347 

GIB  Group/retailing 

6,938 

108 

2,395 

1,512 

44.59 

3.19 

!  2.53 

i  2.7 

35.9 

368 

Cockerill  Sambre/metals-steel 

6,561 

-290 

6,022 

1,213 

3.81 

-0.91 

j  0.12 

0.0 

j  28.6 

459 

Generate  de  Belgique/multi-industry 

5,142 

362 

10,151 

6,517 

92  30 

5.14 

j  5.83 

3.6 

18.3 

Brazil 


Business  climate  '92  vs  '97 

6.1 


3.9 


4.4  4  9  4.6 

III  il 


Venture  Economic  Personal  Corporate 
capital     policies      taxes  taxes 

A  score  of  10  means  conditions  are  optimum. 


P/E  15  •  Yield  2.3  %  •  Market  value  $288  billion  •  Year-to-date  price  change  37% 


Country  statistics 
Population 

Gross  domestic  product 
GDP  per  capita 
Total  national  debt/GDP 
R&D  expenditures/GDP 
Unemployment  rate 
Retail  sales  per  capita 


158.1  million 
$750.1  billion 
$4.7  thousand 
0.0% 
0.4% 
5.7% 

$1.9  thousand 


Performance  relative  to  EAFE 

200 
150 
100 
50 


'92  '93  '94 
Reais  per  $U.S. 


'95 


—  Total  return 

1.2 
0.9 

International  fund 

YTD  1-yr 

5-yr* 

0.6 

Brazil  Fund 

29.9%  36.5% 

18.3% 

0.3 

'Annualized. 

Sources:  The  World  Competitiveness 

Yearbook;  International  Monetary  Fund; 

0.0 

Upper  Analytical  Services,  Morgan  Stanley  Capital  International. 

EAFE=100  A  1  \r*/S 

'96  '97 


'92  '93 


'94      '95      '96  '97 


Rank 

Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

-EPS 

Yield 

Employees 

($mil) 

income 

($mil) 

value5 

price 

1996 

1997E 

(%) 

(thou) 

($mil) 

($mil) 

($) 

($) 

($) 

112 

•  Petrobras-Petroleo  Brasil/energy 

18,077 

665 

33,749 

23,138 

194.37 

6.13 

|  7.00 

0.7 

j  47.5 

143 

Banco  do  Brasil/banking 

15,660 

-8,014 

79,768 

6,130 

8.84 

-11.26 

-4.20 

0.0 

85.4 

192 

•  Telebras/telecomm 

12,426 

2,743 

40,564 

44,190 

137.66 

8.56 

10.81 

1.3 

89.5 

204 

Banco  Bradesco  Group/banking 

!  11,709 

820  j 

37,311 

7,682 

8.22 

0.87 

j  0.84 

i  3.6 

;  55.6 

292 

•  Unibanco  Group/banking 

8,508 

284 

25,282 

3,147 

34.25 

2.93 

j  3.27 

2.9 

\  26.7 

330 

Banco  Itau  Group/banking 

\  7,258 

599 

30,835 

5,390 

513.97 

49.21 

47.17 

|  2.2 

|  31.4 

394 

•  Eletrobras/uti  lities 

6,064 

2,382 

88,915 

25,540 

471.92 

0  05 

32.75 

0.1 

j  1.3 

500 

•  Vale  do  Rio  Doce/metals-steel 

4,691 

514 

16,788 

9,261 

22,100.74 

1,323.49 

1,121.10 

2.8 

15.5 

Brazil  had  two  steep  currency  devaluations  in  the  early  1990s.  Even  with  its 
new  currency,  the  reai.  most  Brazilian  stocks  trade  for  less  than  $1  per 
share.  In  the  table  above,  stock  prices  are  for  1,000-share  lots. 


All  figures  except  per-share  items  are  in  millions  of  U.S.  dollars.  Revenue,  net  income  and  1996  EPS  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  converted  at 
fiscal  year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  excise  taxes  and  duties.  For  companies  with  January,  February  or  March  fiscal  year-ends,  1996 
figures  are  used  unless  noted.  Market  value  is  as  of  May  30,  1997.  •  Sponsored  ADR.  E:  Estimate.  'Combined  market  value  for  Fortis  AMEV  and  Fortis  AG.  Price,  EPS  and  yield  are  only  for 
Fortis  AG.  figures  are  per  thousand  shares. 

Sources.  Morgan  Stanley  Capital  International,  IBFS  International,  Inc.  and  Worldscope  database  via  OneSource  Information  Services;  IBES  Express;  Bloomberg  Financial  Markets;  Forbes. 
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Deli  Computer's 
Dell 


Microsoft's 
Gates 


Netscape's 
Barksdale 


Gartner  Group  invites  you  to  Symposium/ITxpo  97.  It's  the  most  comprehensive  IT  industry  strategy  &  planning  ever 
like  Gates,  Barksdale,  McNealy,  and  about  200  Gartner  Group  analysts.  And  several  thousand  of  your  peers.  Can  you  af 


October  6-10, 1991    Lake  Buena  Vista,  Florida,  U.S.A.  www.gartner.com 


jusiness'  future, 
ittend. 


The  future  of  IT. 


FOREIGN  BANKINGS 


3  •  Yield  1.9%  •  Market  value  $512  billion  •  Year-to-date  price  change  9% 


Canada 


Business  climate  '92  vs  '97 

7.7 

6.1 


4.3 


2.6 


4.7" 

i 


Venture  Economic  Personal  Corporate 
capital     policies      taxes  taxes 

A  score  of  10  means  conditions  are  optimum. 


Country  statistics 
Population 

Gross  domestic  product 
GDP  per  capita 
Total  national  debt/GDP 
R&D  expenditures/GDP 
Unemployment  rate 
Retail  sales  per  capita 


International  fund 

Fidelity  Canada  Fund 

•Annualized. 


30.0  million 
$584.9  billion 
$19.5  thousand 
45.4% 


1.6% 
9.7% 

$3.3  thousand 

—  Total  return  — 
YTD      1-yr  5-yr* 

7.7%    14.9%  10.0% 


Sources:  The  World  Competitiveness  Yearbook,  International  Monetary  Fund; 
Upper  Analytical  Services;  Morgan  Stanley  Capital  International. 


Performance  relative  to  EAFE 


'92  '93 

Canadian  dollars  per  $U.S. 

1.7 


'96  '97 


'92  '93 


'94      '95      '96  '97 


Rank 

Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

-EPS  

Yield 

Employees 

($mil) 

income 

($mil) 

value 

price 

1996 

1997E 

(%) 

(thou) 

($mil) 

($mil) 

($) 

($) 

($) 

95 

BCE/telecomm 

20,658 

845 

30,126 

16,772 

26.37 

1.25 

"7"  1.34 

f  "  Jj  " 

121.0 

199 

Royal  Bank  of  Canada/banking 

12,066 

1,047 

157,016 

13,375 

43.38 

3.00 

3.57 

2.5 

48.2 

217 

Seagram/bev  &  tobacco 

11,254 

142 

21,628 

14,770 

40.26 

i  0.37 

1.02 

1.7 

30.0 

227 

Canadian  Imperial  Bank/banking 

10,897 

1,000 

141,936 

9,967 

24.20 

2.21 

2.42 

3.0 

41.6  ! 

255 

Bank  of  Montreal/banking 

9,521 

!  855 

123,385 

9,942 

38.20 

3.08 

i  3.37 

3.0 

33.5  | 

265 

George  Weston/retailing 

9,321 

175 

3,973 

2,718 

60.58 

3.81 

3.57 

1.2 

75.0 

275 

Bank  of  Nova  Scotia/banking 

9,083 

783 

112,855 

9,881 

41.53 

2.99 

3.40 

2.6 

34.6 

307 

TransCanada  PipeLines/utilities 

7,914 

312 

9,211 

4,214 

19.37 

1.36 

1.41 

4.3 

2.7  ! 

309 

Thomson  Corp/media 

7,723 

569 

13,173 

13,442 

22.27 

0.95 

0.88 

2.6 

50.0 

314 

Alcan  Aluminium/metals-nonfer 

7,614 

410 

9,325 

8,145 

35.91 

1.74 

2.69 

i  i.7 

34.0 

343 

Noranda/metals-nonfer 

6,979 

186 

10,890 

5,296 

22.35 

0.75 

1.38 

;""3L2-" 

33.2 i 

350 

Imasco/multi-industry 

6,921 

441 

43,625 

6,443 

28.08 

1.87 

2.03 

3.1 

57.3  i 

355 

imperial  Oil/energy 

!  6,777 

576 

7,684 

7,633 

48.61 

3.28 

2.86 

3.3 

7.5 

367 

Toronto-Dominion  Bank/banking 

6,568 

669 

88,927 

9,038 

30.22 

2.16 

2.44 

:  2.7 

26.8 

379 

Canadian  Pacific/multi-industry 

6,369 

608 

11,110 

9,224 

26.63 

1.77 

1.78 

1.3 

34.2 

408 

Bombardier/aero  &  defense 

5,856 

298 

5,901 

7,120 

21.22 

0.87 

1.00 

1.0 

41.0 

Finland          Mr ' f 

J  P/E  20  • 

Yield  1.7  % 

•  Market  value  $70  billion  • 

Year-to-date  price  change  9% 

Business  climate  '92  vs  '97 


6.E 

6.5 

4.2  1 

92 1  97 

Venture 
capital 

Economic 
policies 

A  score  of  10  means  conditions  are  optimum. 


Country  statistics 

Population 

Gross  domestic  product 
GDP  per  capita 
Total  national  debt/GDP 
R&D  expenditures/GDP 
Unemployment  rate 
Retail  sales  per  capita 

International  fund 

Fidelity  Nordic 

'Annualized.  NA:  Not  applicable. 

Sources:  The  World  Competitiveness  Yearbook;  International  Monetary  Fund; 
Upper  Analytical  Services;  Morgan  Stanley  Capital  International. 


5.1  million 
$124.0  billion 
$24.2  thousand 
61.6% 

16.1% 

$5.4  thousand 

—  Total  return  — 
YTD      1-yr  5-yr* 

5.7%    30.1%  NA 


Performance  relative  to  EAFE 

275 

200 
125 


50 


EAF 



E=1 00 

'92  '93  '94  '95  '96  '97 
Markkaa  per  $U.S. 


'92  '93 


'94      '95      '96  '97 


Rank 

Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

-EPS  

Yield 

Employees 

($mil) 

income 

($mil) 

value 

price 

1996 

1997E 

(%) 

(thou) 

($mil) 

($mil) 

($) 

($) 

($) 

216 

•  UPM-Kymmene/forest  products 

i  11,267 

608 

14.650 

6,139 

22.96 

2.23 

:  1.98 

3.8 

44.8 

260 

Neste/energy 

9,443 

106 

6,806 

2,526 

25.64 

0.68 

1.69 

1.5 

8.6 

291 

•  Nokia/elec  &  electron 

8,560 

710 

7,165 

19,569 

65.31 

2.51 

!  3.17 

1.0 

31.7 

378 

Kesko  Group/trading 

6,374 

105 

3,189 

1,279 

14.18 

1.32 

!  1.15 

2.7 

|  6.5 

426 

Enso/forest  products 

5,586 

225 

8,360 

2,792 

8.98 

0.98 

0.89 

3.9 

19.1 

IS6 
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More  than  34  million  Americans  are  now  age  65  or  older. 


And  if  you  fall  into  this  category,  or  care  about  someone  who 


does,  there's  something  you  should  know. 


.  S"studv  published  rec 
in  the  Journal  of  the  American  Medical  Associa 


confirmed  that  taking  daily  vitamin  E  supplements  can  hel 
the  elderly  fight  infection.  That's  one  reason  the  Archer 


Daniels  Midland  Company  is  continually  expanding  its 


;ion.  Because  we  think  it's  just 


important  to  live  healthier,  as  it  is  to  live  longer. 


ADM  HAS  THE  CAPACITY  TO  ^  &  r  K  e  f 


0 


SUPPLY  450  MILLION  PEOPLE  ^  * 


WITH  THE  RDA  OF  VITAMIN  E 


o 


To  find  out  more  about  vitamin  E  visit  our  website:  www.admworld.com 


FOREIGN  RANKINGS 


France 


Business  climate  '92  vs  '97 
5.9 

is  5.0 

S"    4  0  4  3    3.2  2,     3.4  4  1 


1 


Venture  Economic  Personal  Corporate 
capital     policies      taxes  taxes 

A  score  of  10  means  conditions  are  optimum. 


Country  statistics 

Population 

Gross  domestic  product 
GDP  per  capita 
Total  national  debt/GDP 
R&D  expenditures/GDP 
Unemployment  rate 
Retail  sales  per  capita 


58.2  million 
$1,531.7  billion 
$26.3  thousand 
42.6% 

2.3%  Z.,'Z... 
12.4% 

$6.1  thousand 


—  Total  return  — 
YTD      1-yr  5-yr* 

-0.3%    11.1%  7.5% 


International  fund 

France  Growth  Fund 

*Annualized. 

Sources  The  World  Competitiveness  Yearbook;  International  Monetary  Fund; 
Upper  Analytical  Services;  Morgan  Stanley  Capital  International. 


Performance  relative  to  EAFE 

200 


150 
100 
50 


EAFE=100  ! 

r  -H 

'92  '93 


'94 


Francs  per  $U.S. 

7 


'95 


'96  '97 


'92  '93 


'94      '95      '96  '97 


Rank 

Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

-EPS 

Yield 

Employees 

($mil) 

income 

($mil) 

value 

price 

1996 

1997E 

(%) 

(thou) 

($mil) 

($mil) 

($) 

($) 

($) 

15 

•  AXA-UAP/insurance 

66,484 

NA 

395.013E 

19,068s 

59.91 

3.86 

3.74 

!  3.3 

88.  OE 

27 

•  Elf  Aquitaine  Group/energy 

/i c  /inn 
4o,4y0 

1  OC  A 

l,3o4 

l\l  1  yl  Q 

4/, 143 

97  Qon 
2/,3o0 

i  nn  nc; 
lUU.Ub 

t  n7 
D.U7 

c  7n 
D./U 

3.D 

OCA 

00.4 

31 

a  Ppn^iilt  R rniin/s) i itnmnhi Ips 
v  nciiauii  ui  uup/ o u lun iuu i ico 

35  984 

-1  026 

42  162 

5  148 

21.47 

:  _4,31 

-0.28 

0.0 

140.9 

41 
40 

A  Tntal  Rrnnn/pnprov 

34  518 

1  104 

30  205 

22,273 

91.56 

4.59 

4.83 

3.0 

57.6 

46 

A  Ppiiffpnt  Rrniinp/antnmnhitp<; 
w  rcugcui  u i  uu|jc/ o u iui i iuui ico 

33  754 

143 

27  727 

4,962 

99.01 

2.86 

0.66 

0.8 

139.1 

49 

•  Generate  des  Eaux/services 

32,433 

382 

45,873 

15,385 

123.11 

3.10 

6.85 

.  2.5 

221.2 

3/ 

uHN-ASSUr  Naiionaies/ insurance 

■59  9R<i 
31, LJ3 

1111 
—1,111 

ICO  per 
100,000 

1  989 

99  /19 

1  Q  d3 
—  lo.4o 

i  7n 

l./U 

n  n 
u.u 

i 

00.1 

R3 

JO 

A  Alr^rpl  fllcthnm/olpp  Jt  plprtrnn 
v  HlUdlCI  HIMIIUIII/ clcu  CN  cicLUUIl 

31  K88 

01,000 

R98 

J£0 

A7  AflP. 

4  /  ,4UU 

1  7 

ma  ?8 

luO.OO 

3  A1 

0.41 

A  18 

4.10 

9  A 

L  .4 

i  qn  r 

lou.O 

55 

Purrpfnnr  firnnn/rptailina 

udl  1  Cluui   UI  UUjJ/ICLalllllg 

30  281 

14  578 

657  19 

1 5  87 

1  J.O  / 

1 7  47 

1  /  .4  / 

i  n 

1  .U 

103  fi 

1  UO  .u 

77 

A  ^nripfp  Rpnpr^lp  Rrniin/hanlnna 
v  OUUIGIC  UCIICIdIC  UI  UUU/  Ud  1 1  r\l  1 1  g 

9fi  ni  a 

£.0,U  14 

888 

000 

33q  QQR 

O 0  j,  O  00 

lfl  187 

1U,10/ 

111  H 
1 1 1 . 1 J 

q  fiq 

0.00 

q  as 

0.00 

A  1 

4. 1 

ar  q 

40. 0 

73 

•  BNP  Group/banking 

25,990 

754 

355,352 

8,521 

41.08 

3.63 

3.74 

3.4 

1  53.2 

Credit  Lyonnais  Group/banking 

or;  ono 

o!U,U4U 

i,yo4 

97  A  C 

U./b 

5.00 

U.U 

30./ 

qfi 

30 

RrnnrtP  Parihac/hankinci 
ui  uuuc  r di  ludv  ud 1 1 r\i M g 

L\J, 0  lU 

O  JU 

9QO  790 

O.UUY 

P.A  A  R 

04.40 

7  7fi 

':     7  93 
1  .LO 

^  9 

9fi  7 

LU.  1 

IP 

Prnmnrlpc  Rrniin/rpt^ilino 

rlUmUUCo  UI  UUU/  1  eld  1 1 1 1 1  g 

90  93Q 

9AA 
£44 

O.DzlD 

fi  A8Q 

D,40  J 

nn 

OOo.  UU 

1  9  73 

14. UO 

i  1 
i .  i 

1  HQ 
1  UO 

v  Hur-HdoUl  UcMcldlCo  Uc  r  1  / IllbUl d IILc 

i  0,0  /  D 

3nn 

oUU 

7Q  0AA 

a  i  /n 

4,140 

3n  A3 

oU.4o 

9  91 

L.Li 

9  AO 
LAL 

A  3 

9A 

114 

Lyonnaise  des  Eaux/services 

17,910 

264 

31,274 

5,857 

98.32 

4.44 

4.83 

3.2 

148.2 

1  1  c 

lib 

Saint-Gobain/bldg  materials 

17,864 

845 

24,052 

11,975 

138.20 

10.09 

9.38 

3.2 

101.1 

124 

A  Rhnnp- Pnn  1  pn r  Rrnnn/rhpnurak 

w  niluMC  rUUICIIU  UI  UU|J/LIIC]IMLcUo 

1  fi  77K 

10,/  /  0 

I  j  / 

97  D8A 

1  n  R89 

39  A3 
Ol.40 

1  fiR 

1.00 

1  7S 

i.  /  0 

9  8 

71!  3 

/  J.O 

197 

A  Crminp  rtQnnnp/fnnH  hniicahnlH 
•  UIUU|JC  UdllUIIC/ 1  UUU,  IIUUocllUlU 

1  fi  4flQ 
lo,4Uy 

KR1 
00 1 

1  Q  9K1 

1U,HDU 

q  3n 

8  79 
0.1  L 

9  q 
i.y 

81  fi 
01. 0 

i4n 

niiduil  r I  lllicilipa  IICUUIIIC/ IcLdlllllg 

i  c.  7 1  c 

1  J,  /  ID 

4U4 

1  n  QRa 

1 U,  J  JO 

q  inn 

A1  Q  K3 
410. DO 

i  a  n9 

1 8  83 
10.00 

9  n 

L.\J 

CL7  9 
0  /  .L 

154 

•  Suez  Group/banking 

14,512 

165 

46,650 

8,360 

51.05 

1.08 

2.95 

0.0 

28.0 

159 

Bouygues  Group/construction 

14,343 

128 

13,804 

2,105 

86.67 

5.33 

!  1.53 

5.1 

i  74.7 

1  C1 

I  b  I 

Michelin  Group/industrial  comp 

13,92/ 

565 

14,551 

6,683 

54.67 

4.71 

5.33 

1.6 

iino 

119.8 

164 

•  Groupe  Usinor/metals-steel 

13,891 

291 

13,205 

3,652 

15.02 

1.20 

!  1.46 

!  5.2 

56.7 

181 

Casino  Groupe/reta iling 

13,067 

164 

6,356 

3,422 

45.10 

2.09 

2.00 

;  2.6 

46.9 

188 

•  Pechiney/metals-nonfer 

12,584 

-582 

10,732 

2,677 

34.16 

-7.56 

;  1.72 

?  Z5 

35.9 

200 

Schneider/elec  &  electron 

12,049 

258 

10,003 

6,620 

48.08 

1.88 

2.18 

2.7 

92.7 

203 

■  L'Oreal  Group/personal  care 

11,797 

684 

10,959 

24,559 

363.27 

10.11 

10.97 

1.0 

43.2 

225 

•  Lagardere  Groupe/multi-industry 

11,026 

203 

12,403 

3,238 

29.44 

2.15 

2.17 

:  3.3 

47.2 

257 

•  Groupe  Havas/services 

9,502 

195 

7,506 

5,394 

67.45 

2.72 

2.39 

[  3.3 

22.4 

334 

•  Thomson-CSF/aero  &  defense 

7,090 

146 

11,680 

3,410 

28.52 

1.22 

!  1.58 

T"u" 

46.8 

336 

Credit  Commercial/banking 

7,054 

!  269 

76,085 

3,028 

42.33 

3.82 

!  3.73 

3.6 

10.5 

342 

Saint  Louis/multi-industry 

6,996 

139 

8,326 

1,859 

230.80 

17.24 

18.60 

4.3 

21.7 

344 

Esso/energy 

6,970 

98 

1,855 

1,075 

90.17 

8.26 

3.83 

1  3.5 

!  2.6 

352 

•  Lafarge/bldg  materials 

6,893 

361 

10,412 

6,040 

63.99 

3.82 

4.21 

4.1 

35.0 

358 

■  L'Aire  Liquide  Group/chemicals 

6,721 

542 

9,232 

11,221 

153.46 

7.43 

7.20 

2.4 

27.8 

366 

Eiffage/construction 

6,600 

-184 

9,114 

566 

53.06 

-20.14 

1.50 

0.0 

44.9 

381 

Christian  Dior/leisure  goods 

6,324 

245 

19,433' 

6,608 

156.93 

5.84 

8.00 

2.5 

20.3 

387 

Credit  Foncier/banking 

6,219 

168 

65,034 

426 

11.29 

4.45 

j  3.32 

0.0 

3.0 

392 

•  LVMH  Group/leisure  goods 

6,088 

720 

15,012 

21,189 

242.41 

8.31 

9.15 

!  2.2 

24.0 

403 

Comptoirs  Modernes/retailing 

5.912 

98 

2,209 

2,359 

454.66 

18.86 

17.99 

1.4 

23.1 

418 

•  Valeo/industrial  comp 

5,644 

235 

4,715 

4,163 

59.42 

3.35 

!  3.51 

5.3 

32.6 

420 

Galeries  Lafayette/retailing 

5,628 

108 

2,814 

476 

364.14 

82.20 

19.68 

0.8 

29.3 

432 

Accor/leisure 

5,533 

207 

10,585 

4,594 

138.72 

6.69 

5.40 

3.8 

124.0 

469 

Sodexho  Alliance/services 

4,994 

136 

3,277 

3,494 

464.71 

i  18.41 

12.52 

1.5 

141.0 

498 

Groupe  Bull/data  process  i  . 

4,701 

74 

3,663 

1,038 

7.63 

0.56 

0.77 

0.0 

!  21.7 

Figures  are  pro  forma  for  the  merger  with  UAP  .n  January  199/ 
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This  may  te  tke  one 
time  you  ean  judge 
a  took  by  its  eover. 


Check  in  and pay  with  your  j\merican  Express1"  Card  and receive  a 
elcome  Rewards"  Gift  Boole  with  over  $1,000  in  merchandise  and  travel  certificates. 

Consider  Welcome  Rewards  an  extra  thank  you  from  Hyatt  and  American  Express  for  your  business 
this  summer.  Check  in  at  a  participating  Hyatt  hotel  between  June  1, 1997 
and  September  1, 1997  and  check  out  our  gift  book  when  you  pay  with  your 
American  Express  Card. 

Valuable  offers  from  a  variety  of  quality  merchants  and  travel  companies 
are  your  rewards  to  enjoy.  With  page  after  page  of  great  offers,  this  is  one 
book  youll  read  cover  to  cover.  For  reservations,  contact  your  travel  planner 
or  call  Hyatt  at  1-800-233-1234. 


ALAMO 
AT&T 
AVIS* 

COMP  USA* 

HARTMANN  LUGGAGE* 
HERRINGTON 
HYATT  HOTELS  &  RESORTS 
NEVADA  BOB'S* 
PRP  WINE  INTERNATIONAL 
ROYAL  CARIBBEAN*  INTERNATIONAL 
THE  LEARNING  COMPANY 
UNITED  AIRLINES 


AMERICAN! 
"EXPRESS 


H  YATT 


Cards 


m  ® 


Feel  the  Hyatt  Touch 


The  Welcome  Rewards  gift  book  offer  is  valid  between  June  I,  1997  and  September  1,  1997  for  registered  guests  paying  for  their  stay  with  any  American  Express  Card  at  a  participating 
Hyatt  hotel  in  the  U.S.  or  Canada.  This  offer  is  not  valid  at  any  Hyatt  Resort  or  the  Hyatt  Regency  St.  Louis.  Limit  of  one  Welcome  Rewards  booklet  per  guest  per  stay.  Redemption  of 
each  certificate  offer  will  be  subject  to  the  terms  and  conditions  listed  on  the  back  of  each  certificate.  Other  restrictions  may  apply.  Hyatt  Hotels  and  Resorts  encompasses  hotels  and 
resorts  managed,  franchiscd  or  operated  by  two  separate  groups  of  companies  -  Hyatt  Corporation  and  its  affiliates  and  affiliates  of  Hyatt  International  Corporation.  ©1997  Hyatt  Corp. 


Germany 


Business  climate  '92  vs  '97 

6.6  61 

3.6 


Venture  Economic  Personal  Corporate 
capital     policies      taxes  taxes 

A  score  of  10  means  conditions  are  optimum. 


Market  value  $734 


Country  statistics 

Population 

81.9  million 

Gross  domestic  product 

$2,352.5  billion 

GDP  per  capita 

$28.7  thousand 

Total  national  debt/GDP 

37.3% 

R&D  expenditures/GDP 

Unemployment  rate 

9.0% 

Retail  sales  per  capita 

$5.5  thousand 

—  Total  return  — 

1-yr  5-yr* 

29.7%  15.0% 


International  fund  YTD 

Germany  Fundt  9.1% 

•Annualized.  tForbes  best  buy. 

Sources:  The  World  Competitiveness  Yearbook:  International  Monetary  Fund: 
Upper  Analytical  Services;  Morgan  Stanley  Capital  International. 


Performance  relative  to  EAFE 

200 

150 
100 
50 


EAF 

E=!00 

'92  '93  '94  '95  '96  '97 
Deutsche  marks  per  $U,S. 

1.9 


'92  '93 


'94      '95      '96  '97 


Germany's  biggest  company,  Daimler-Benz,  is  only  slightly  bigger  than  second-place  Volkswagen  Group,  but  it  is 
four  times  as  profitable.  Now  the  two  rivals  are  moving  into  each  other's  markets — Daimler  into  small,  affordable 
vehicles,  and  Volkswagen  into  luxury  cars.  We'd  guess  the  profrts-per-sales-dollar  gap  will  narrow. 


Rank 

Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

-EPS  

Yield 

Employees 

inrnmp 

VdlUC 

nripp 

Ul  ILC 

1PQR 

1  330 

1  QQ7F 

\  i°) 

r"  t  h  n  1 1 1 

($mil) 

($mil) 

($) 

($) 

($) 

1 1 
1 1 

• 

•  Daimier-Benz  Group/autornobiles 

/u,/u/ 

1  QQr; 
1,003 

70  77  1 

00.  C70 

77  n 7 

/  /.u/ 

0.3b 

O  A  O 
0.4b 

1  O 

V.i 

cdl.i 

1 A 

•  Volkswagen  Group/automobiles 

00,300 

A  OO 
400 

cr\  oon 

no  ncr\ 

C/l  7  fir; 

b4/.U3 

1  0  1  A 

■  J.0.J.4 

a  a  m 
4U.U1 

1  O 

i.L 

Z4Z.0 

1  R 

■  Siemens  Group/elec  &  electron 

CQ  7  1  C 

oo,/  lb 

1  Q77 
1,0/  / 

D/.olU 

O 1  7/10 

3D. 4b 

O  7: 

U  a 

O  £  O 

Abo 

L.L 

Q7Q  Q 
0/0.0 

18 

Allianz  Worldwide/insurance 

55,397 

1,096 

200,362 

48,616 

211.87 

5.80 

5.69 

0.7 

65.8 

28 

VEBA  Group/utilities 

45,252 

1,633 

46,255 

27,958 

56.62 

3.35 

3.24 

2.8 

121.3 

31 

•  Deutsche  Telekom/telecomm 

41,916 

1,168 

112,121 

60,946 

22.21 

0.55 

1.09 

|  2.3 

236.8 

33 

•  Deutsche  Bank  Group/banking 

41,033 

1,418 

569,906 

27,762 

55.50 

2.82 

j  2.91 

2.7 

74.4 

36 

•  RWE  Group/utilities 

37,477 

818 

49,790 

21,941 

42.67 

2.02 

1.84 

2.9 

135.1 

38 

Metro/retailing 

36,572 

406 

13,363 

10,695 

109.57 

4.05 

5.61 

3.1 

134.6 

41 

BMW-Bayerische  Motor/automobiles 

34,732 

540 

29,163 

16,183 

819.95 

27.66 

34.16 

i  1.5 

109.1 

45 

■  Hoechst  Group/chemicals 

33,843 

1,405 

35,455 

22,778 

38.74 

2.39 

1  2.14 

|  3.0 

j  151.5 

50 

■  BASF  Group/chemicals 

32,414 

1,854 

28,118 

22,821 

36.92 

3.00 

2.83 

i  3.9 

i  104.3 

51 

•  Bayer  Group/chemicals 

32,302 

1,811 

31,803 

28,121 

38.83 

2.56 

j  2.41 

3.7 

143.4 

61 

•  VIAG  Group/utilities 

28,211 

530 

31,188 

12,000 

455.98 

24.66 

22.96 

2.2 

\  67.2 

71 

■  Thyssen  Group/metals-steel 

26,163 

202 

16,690 

7,118 

227.41 

6.44 

11.70 

:  2.9 

|  123.7 

79 

Miinchener  Ruck/insurance 

23,600 

341 

83,356 

20,865 

1,699.68 

41.16 

68.57 

0.8 

16.3 

85 

•  Mannesmann  Group/machinery  &  eng 

23,048 

255 

15,472 

14,967 

406.75 

6.92 

14.25 

\  1.3 

120.5 

91 

•  Dresdner  Bank/banking 

21,508 

1,022 

355,530 

16,382 

35.05 

1.91 

1.97 

3.7 

46.4 

103 

•  Commerzbank/banking 

19,730 

791 

287,692 

11,777 

29.42 

1.98 

1.93 

3.8 

j  27.5 

117 

a  Bayer  Vereinsbank/banking 

17,600 

539 

258,503 

10,901 

41.20 

1.88 

1.96 

j  3.3 

21.8 

122 

Preussag  Group/multi-industry 

16,943 

170 

9,951 

4,017 

263.74 

•  11.50 

i  13.05 

!  3.2 

65.5 

132 

■  Karstadt  Group/retailing 

15,980 

39 

7,401 

2,969 

353.42 

4.61 

4.05 

i  2.4 

100.0 

133 

Krupp  Hoesch  Group/metals-steel 

15,974 

97 

11,428 

3,878 

184.62 

11.96 

11.60 

i  1.7 

70.6 

152 

•  Bayerische  Hypotheken/banking 

14,633 

445 

218,127 

8,173 

31.80 

1.73 

1  1.65 

[:  3.8 

17.3 

160 

Gehe/personal  care 

14,238 

289 

3,666 

5,170 

70.92 

3.97 

2.47 

|  1.2 

|  17.8 

165 

MAN  Group/machinery  &  eng 

13,867 

207 

8,550 

4,179 

286.60 

13.42 

15.00 

\  3.3 

!  57.6 

166 

■  Deutsche  Lufthansa/airlines 

13,864 

368 

12,196 

6,086 

15.95 

0.96 

0.97 

!  2.6 

58.0 

177 

AMB-Aachener  &  Munchener/insurance 

13,304 

228 

56,082 

4,471 

835.19 

47.18 

36.22 

1.6 

18.6 

231 

•  Henkel  Group/chemicais 

10,833 

296 

8,647 

7,893 

52.40 

2.03 

2.52 

1.9 

46.4 

234 

Metallgesellschaft/m;:'1 

10,706 

128 

5,111 

2,841 

21.22 

0.96 

|  1.24 

0.0 

i  23.2 

All  figures  except  per-share  items  are  in  n  of  U.S.  dollars.  Revenue,  net  income  and  1996  EPS  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  converted  i 
fiscal  year-end  rate.  Revenue  figures  are  f  :nsohdated  operations  and  exclude  excise  taxes  and  duties.  For  companies  with  January,  February  or  March  fiscal  year-ends,  1996 

figures  are  used  unless  noted.  Market  value  May  30.  1997.  •  Sponsored  ADR.  ■  Nonsponsored  AOR.  E:  Estimate. 

Sources:  Morgan  Stanley  Capital  International.  national,  Inc.  and  Worldscope  database  via  OneSource  Information  Services;  IBES  Express;  Bloomberg  financial  Markets;  Forbes. 
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Advanced    Data    Solutions    For    Corporate  Challenges 


Has  growth  left  gaps 
in  your  ability  to 
communicate? 


Consult  with  Sprint's  data  experts.  We'll  employ 
innovative  thinking  and  proactive  solutions  to  help  you 
close  the  gaps  that  rapid  growth  creates.  Plus,  count  on  us 
to  deliver  advanced  products  and  services  to  help  you 
achieve  exceptional  results  across  the  board.  This  dedication 
to  meeting  your  needs  is  why  we  operate  the  world's 
largest  public  data  network  and  were  the  first  carrier  to  offer 
commercial  Internet  service.  Because  we  believe  you  should 
expect  nothing  less  from  a  worldwide  leader  in  data  commu- 
nications. www.sprint.com/sprintbiz  1* 800*  669*  4700 


Sprint 


We  help  your  business  do  more  business 


FOREIGN  RANKINGS 


n.n|, 

Harm 

Company/business 

-  &  worn  ip 

Npt 

HooClo 

Ma  rU  pt 
lit ci i  r\ci 

Stock 

EPS 

Yield 

Pmnlnvpf 

CM  ||flUj  ct 

($mil) 

income 

($mil) 

value 

price 

1996 

1997E 

(%) 

(thou) 

($mil) 

($mil) 

($) 

($) 

($) 

OCA 

Degussa/misc  materials 

j ,  OO  1 

5  370 

4  481 

48.68 

2.29 

2.52 

1  6 

26  n 

L\J.  U 

288 

SPAR  Hanriels/rptailin? 

Ul  rill    1 1  O  IIUw  10/  1  G  ICJ  1 1 1  1 T  £ 

8,687 

69 

2,079 

1,551 

31.59 

0.87 

0.70 

i  1.3 

23.8 

315 

Philipp  Holzmann/construction 

7,580 

-1 

8,075 

1,298 

295.98 

-98.37 

-12.30 

0.0 

51.2 

328 

Virtnria  HnlriinoVirKiiranrp 

VltflUIICJ   11  U  1  U  II 1       1 1  i  J  U  1  Q  HUG 

7,264 

71 

28,185 

3,046 

923.10 

33.89 

28.66 

!  1.3 

10.6 

349 

•  Continental  Group/industrial  comp 

6,932 

104 

4,311 

2,150 

■  22.76 

1.36 

1.66 

1.5 

46.4 

409 

Deutsche  Babcock/machinery  &  eng 

5,853 

-300 

2.953 

390 

55.68 

-42.89 

-11.78 

0.0 

34.0 

410 

Linde/machinery  &  eng 

5,849 

240 

5,349 

5,788 

688.67 

29.31 

28.59 

1  2.1 

29.8 

427 

VEW/utilities 

5,583 

175 

8,983 

6,002 

300.08 

8.74 

11.04 

2.7 

13.5 

438 

AVA/retailing 

5,469 

18 

1,872 

972 

310.63 

4.98 

10.22 

0.0 

24.9 

473 

Siidzucker/food,  household 

4,952 

NA 

4,261' 

2,608 

508.73 

30.49E 

30.05 

:  2.3 

19.2 

P/E  19  •  Yield  2.4  %  •  Market  value  $262  bi 


Italy 


%J 


Business  climate  '92  vs  '97 


II"       I  1 

Venture  Economic  Personal  Corporate 
capital      policies      taxes  taxes 

A  score  of  10  means  conditions  are  optimum. 


Country  statistics 

Population 

Gross  domestic  product 
GDP  per  capita 
Total  national  debt/GDP 
R&D  expenditures/GDP 
Unemployment  rate 
Retail  sales  per  capita 


57.2  million 
$1,196.5  billion 
$20.9  thousand 
83.8% 
1.1% 
12.0% 

$4.6  thousand 


Performance  relative  to  EAFE 

200 

150 
100 
50 


EAFE=100 


'92  '93 
Lire  per  $U.S. 


—  Total  return 

1,750 

International  fund 

YTD  1-yr 

5-yr* 

1,500 

Italy  Fund 

-0.1%  2.9% 

2.8% 

1,250 

'Annualized 

1,000 

Sources:  The  World  Competitiveness  Yearbook;  International  Monetary  Fund; 

Upper  Analytical  Services;  Morg 

w  Stanley  Capital  International 

'94      '95      '96  '97 


'92  '93 


'96  '97 


Rank 

Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

-EPS 

Yield 

Employees 

($mil) 

income 

($mil) 

value 

price 

1996 

1997E 

(%) 

(thou) 

($mil) 

($mil) 

($) 

($) 

($) 

20 

•  Fiat  Group/automobiles 

50,496 

1,470 

70,110 

13,877 

3.30 

0.31 

0.20 

1.8 

j  237.9 

37 

•  ENI/energy 

37,384 

2,885 

58,856 

40,095 

5.01 

0.36 

|  0.37 

2.8 

83.4 

70 

•  STET/telecomm 

26,263 

1,123 

48,942 

25,083 

5.06 

0.21 

j  0.24 

1.5 

133.2 

76 

Generali  Group/insurance 

24,183' 

427' 

79,739' 

15,040 

17.06 

0.59 

\  0.57 

1.2 

!  38.2 

144 

•  Montedison  Group/multi-industry 

15,528 

193 

7,298 

3,516 

0.61 

0.04 

0.05 

1.9 

29.6 

147 

•  Sanpaolo  Bank  GroupSET/banking 

15,267 

391 

171,317 

5,138 

6.30 

0.48 

0.49 

2.6 

|  23.9 

195 

Banca  di  Roma/banking 

12,198 

79 

141,071 

2,385 

0.71 

0.02 

0.02 

0.0 

32.1 

241 

•  Banca  Commerciale  Italian/banking 

10,514 

245 

115,448 

3,550 

1.98 

0.14 

0.15 

4.9 

28.5 

244 

•  Credito  Italiano/banking 

10,304 

183 

114,378 

3,345 

1.49 

0.08 

0.09 

2.4 

i  24.5 

279 

Finmeccanica/aero  &  defense 

8,998 

-350 

20,092' 

935 

0.56 

'  -0.24 

0.00 

0.0 

56.6 

363 

■  Pirelli  Group/industrial  comp 

6,637  ! 

251 

6,783  j 

3,340 

2.19 

0.16 

015 

2.7 

|  36.5 

441 

■  Olivetti  Group/data  processing 

5,382 

-593 

6,680 

1,061 

0.29 

-0.16 

-0.06 

0.0 

26.3 

454 

Alitalia  Group/airlines 

5,223 

-1 

4,077 

299 

0.33 

-0.80 

-0.10 

0.0 

16.5 

485 

•  IMI  Group/banking 

4,834 

428 

52,228 

5,263  i 

8.77 

0.71 

0.68 

3.7 

2.6 

487 

Banco  di  Napoli/ba nking 

4,818 

-1,081 

46,583 

1,027  | 

0.43 

-0.70 

NA 

0.0 

12.1 

All  figures  except  per-share  items  ai      nillions  of  U.S.  dollars.  Revenue,  net  income  and  1996  EPS  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  converted  at 
fiscal  year-end  rate.  Revenue  figures      for  group  or  consolidated  operations  and  exclude  excise  taxes  and  duties.  For  companies  with  January,  February  or  March  fiscal  year-ends,  1996  fig- 
ures are  used  unless  noted.  Market  valu- :s  as  of  May  30, 1997.  •  Sponsored  ADR.  ■  Nonsponsored  ADR.  E:  Estimate.  NA:  Not  applicable.  'Figures  are  latest  available. 
Sources;  Morgan  Stanley  Capital  Inter-:.         IBES  International,  Inc.  and  Worldscope  database  via  OneSource  Information  Services:  IBES  Express;  Bloomberg  Financial  Markets:  Forbes. 
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Sometimes  the  best  solution  precedes  the  problem. 


The  ability  to  anticipate  a  problem  often  allows  you 
to  create  the  most  valuable  solution.  UAP,  France's 
largest  insurance  conglomerate,  had  inherited  a  real 
estate  loan  portfolio  consisting  of  400  assets  that  were 
negatively  affecting  their  share  price.  They  were  faced 
with  the  challenge  of  divesting  this  large  portfolio  of 
assets,  so  geographically  diverse,  that  they  created  a 
set  of  complex  issues  involving  legal,  banking  and  tax 
regulations.  Our  understanding  of  UAP's  business 
enabled  us  to  approach  them  with  a  solution  to  this  complex  problem.  Together, 
we  were  able  to  successfully  execute  the  largest  real  estate  portfolio  divestiture 
ever  done  in  France.  The  result  of  which  was  UAP's  share  price  going  up 
5%  at  its  announcement.  We  welcome  the  opportunity  to  discuss  how  we  can 
develop  equally  innovative  solutions  to  your  financial  challenges. 


k  BankersTrust 

Architects  of  Value 


REAL  ESTATE 
PORTFOLIO  DIVESTITURE 


Union  des  Assurances  de  Paris 


FFR  3.2  billi. 


France's  largest  ever 
real  estate  portfolio  divestiture 

k  BankersTrust 


©1997  Bankers  Trust  New  York  Corporation  and  its  affiliated  companies. 


Japan  1 I } 


Business  climate  '92  vs  '97 


5.9  6.1 
3.8 


4.6 


6.5 

n 


3.5 

3.1 

11 

i 

1 

Venture  Economic  Personal  Corporate 
capital      policies      taxes  taxes 

A  score  of  10  means  conditions  are  optimum. 


Hi 


Yield  0.8%  •  Market  value  $3.1  trillion  •  Year-to-date  price  change  1% 


Country  statistics 

Population 

Gross  domestic  product 
GDP  per  capita 
Total  national  debt/GDP 
R&D  expenditures/GDP 
Unemployment  rate 
Retail  sales  per  capita 

International  fund 

Japan  Fundt 

'Annualized.  tForbes  best  buy. 

Sources:  The  World  Competitiveness  Yearbook;  International  Monetary  Fund; 
Upper  Analytical  Services;  Morgan  Stanley  Capital  International. 


124.8  million 
$4,599.7  billion 
$36.9  thousand 
45.0% 
2.8% 
3.4% 

$10.1  thousand 

—  Total  return  — 
YTD      1-yr  5-yr* 

11.9%    -4.6%  3.3% 


Performance  relative  to  EAFE 

200 


150 
100 
50 


EAFE=100 

'96  '97 


'92  '93 


'96  '97 


Dank 

Rpi/piuip 
n.  c  veil  jc 

Npt 

Markpt 

ma  \  F\Cl 

Stnrk 

fps 

Yiplri 

Pmnlnuppc 
Linpiuyccd 

($mil) 

income 

($mil) 

value 

price 

1996 

1997E 

(%) 

(thou) 

($mil) 

($mil) 

($) 

($) 

($) 

1 

•  Mitsui  &  Co/trading 

144,943 

i '322'" 

61,145 

13,976 

8.86 

0.19 

"T  "0\23" 

0.8 

"j 11.5 

2 

•  Mitsubishi/trading 

140,204 

i  394 

77,871 

18,464 

11.78 

0.25 

i  0.28 

:  0.6 

8.82 

3 

■  Itochu/trading 

135,542 

111 

59,180 

7,269 

5.10 

0.08 

!  0.10 

:  1.0 

j  7.02 

5 

■  Marubeni/trading 

124,027 

j  179 

60,865 

6,360 

4.26 

0.12 

|  0.15 

\  1.2 

!  9.5 

6 

Sumitomo/trading 

119,281 

j  -1,293 

43,506 

9,429 

8.86 

-1.21 

j  0.32 

0.8 

|  26.2 

7 

■  Toyota  Motor/automobiles 

108,702 

3,426 

102,417 

108,899 

28.72 

0.91 

1.08 

|  0.7 

146.9 

8 

Nissho  Iwai/trading 

78,921 

\  137 

43,648 

3,640 

4.16 

0.16 

|  0.17 

1.0 

17.5 

9 

•  Nippon  Tel  &  Tel/telecomm 

78,321 

1,330 

115,865 

151,895 

9,545.92 

83.60 

147.24 

0.5 

222.1 

10 

•  Hitachi/elec  &  electron 

75,669 

784 

80,328 

35,594 

10.66 

0.23 

1  0.27 

0.9 

330.2 

13 

•  Matsushita  Electric  indl/appliances 

68,148 

1,224 

70,100 

39,761 

18.83 

0.54 

j  0.62 

0.6 

265.5 

17 

•  Nissan  Motor/automobiles 

59,118 

690 

60,248 

16,684 

6.64 

0.27 

\  0.30 

0.9 

139.9 

21 

•  Sony/appliances 

50,278 

i  1,238 

45,791 

32,412 

84.37 

2.75 

\  3.72 

0.5 

163.0 

23 

Toshiba/elec  &  electron 

48,416 

596 

46,830 

19,793 

6.15 

0.18 

\  0.19 

1.4 

186.0 

24 

•  Honda  Motor/automobiles 

46,994 

1,964 

33,787 

28,657 

29.41 

2.02 

j  2.19 

0.4 

101.1 

25 

Tomen/trading 

46,506 

42 

19,363 

1,739 

2.60 

0.06 

;  0.07 

i  1.7 

11.5 

26 

•  Bank  of  Tokyo-Mitsubishi/banking 

46,451 

362 

647,781 

81,071 

17.37 

0.08 

!  0.13 

0.4 

j  19.3 

29 

Tokyo  Electric  Power/utilities 

44,735 

724 

114,739 

25,829 

19.09 

0.54 

0.63 

;  2.3 

43.4 

30 

•  NEC/elec  &  electron 

43,933 

813 

38,687 

21,813 

13.93 

0.46 

\  0.47 

0.7 

152.0 

34 

■  Fujitsu/data  processing 

39,982 

410 

38,111 

22,489 

12.21 

0.22 

0.38 

0.7 

165.1 

35 

■  Indl  Bank  of  Japan/banking 

38,694' 

1  -659' 

361,372' 

30,576 

12.04 

0.04 

0.15 

0.6 

5.3 

42 

Nichimen/trading 

34,545 

44 

16,568 

1,472 

3.47 

0.10 

0.10 

j  1-5 

17.8 

47 

■  Mitsubishi  Electric/elec  &  electron 

33,073 

76 

33,096 

12,187 

5.68 

0.04 

j  0.10 

!  1.5 

48.22 

48 

Mitsubishi  Motors/automobiles 

32,601 

j  103 

26,064 

6,833 

7.41 

0.11 

;  0.26 

0.8 

i  27.82 

54 

Kanematsu/trading 

30,869 

-244 

12,825 

875 

3.01 

-0.84 

!  0.06 

0.0 

!  2.52 

60 

■  Daiei/retailing 

28,284 

j  -107 

18,185 

4,665 

6.54 

-0.15 

i  0.06 

j  2.2 

16.52 

62 

■  Sanwa  Bank/banking 

27,973 

230 

427,438 

37,180 

12.81 

.  0.08 

0.18 

0.6 

13.9 

63 

Mitsubishi  Heavy  Inds/machinery  &  eng 

27,899 

1,097 

35,161 

24,307 

7.21 

0.33 

j  0.32 

!  1.2 

41. 52 

67 

Nippon  Steel/metals-steel 

27,178 

31 

36,353 

20,205 

2.93 

0.00 

0.07 

0.7 

93.9 

68 

•  Ito-Yokado/retaiiing 

27,140 

668 

15,165 

23,720 

57.10 

1.64 

1.64 

0.5 

36.9 

77 

■  Fuji  Bank/banking 

24,071 

968 

432,738 

37,379 

12.90 

0.33 

|  0.17 

0.6 

15.2 

81 

•  Canon/data  processing 

23,517 

866 

22,572 

21,824 

25.37 

0.98 

i  1.04 

0.5 

75.6 

84 

Kansai  Electric  Power/utilities 

23,179 

!  490 

64,180' 

18,432 

18.83 

0.50 

;  0.63 

!  2.3 

!  27.1 

86 

■  Sakura  Bank/bank 

22,693 

1,576 

422,769 

20,525 

5.99 

0.04 

j  0.09 

!  1.2 

19.6 

87 

East  Japan  Railway 

22,318 

627 

59,528 

19,780 

4,944.96 

156.83 

136.17 

0.9 

78.62 

33 

Long-Term  Credit  Bam 

20,987 

I  173 

231,625 

7,820 

3.27 

0.07 

0.08 

1.6 

!     3.72  ! 

All  figures  except  per-share  items  are  in  mill  <  dollars.  Revenue,  net  income  and  1996  EPS  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  converted  at  fiscal 

year-end  rate.  Revenue  figures  are  for  gi  solidated  operations  and  exclude  excise  taxes  and  duties.  For  companies  with  January,  February  or  March  fiscal  year-ends,  1996  figures  are 
used  unless  noted.  Market  value  is  as  of  M<.  i.  »  Sponsored  ADR.  ■  Nonsporsored  ADR.  E:  Estimate. 'Figures  are  latest  available,  ^ot  fully  consolidated. 

Sources;  Morgan  Stanley  Capital  International  i  ml,  Inc.  and  Worldscope  database  ma  OneSource  Information  Services;  IBES  Express;  Bloomberg  Financial  Markets;  Forbes. 
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SUPERCOMPUTING  SOLUTIONS 


coast  Ones 
qzpne.Tevels 

mood  sells 

generations. 


When  Pacific  Northwest  National  Laboratory,  the  National  Institutes  of  Health  and  other  leading  research  centers  tackle  problems  of 
global  proportions,  they  start  with  a  powerful  solution:  the  IBM  RS/6000  SP"  its  unique  ability  to  perform  large-scale  computer  simulations 
provides  scientists  and  researchers  with  new  ways  to  design  lifesaving  drugs,  locate  oil  reserves,  even  clean  up  the  surroundings  —  in  less 
time  and  with  less  risk  to  the  environment.  And  that  benefits  all  of  us.  For  a  closer  look  at  an  RS/6000*  solution  to  your  complex  science, 
technical  or  business  problems,  stop  by  www.rs6000.ibm.com/solutions  or  call  1  800  IBM-2468.  ext.  FA060. 


IBM,  RS/6000  SP  and  RS/6000  ate  registered  trademarks  and  Solutions  tor  a  small  planet  is  a  trademark  ol  IBM  Corp  All  other 
company  and/or  product  names  are  trademarks  or  registered  trademarks  ol  their  respective  companies  ©1997  IBM  Corp 


Solutions  for  a  small  planet 


FOREIGN  BANKINGS 


Rank 

Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

EPS 

Yield 

Employees 

($mil) 

income 

($mil) 

value 

price 

1996 

1997E 

(%) 

(thou) 

ltmH\ 

(3>mil) 

l>mllj 

W 

($) 

($) 

Japan 

94 

■  Sumitomo  Bank/banking 

20.864E 

302 

499,933' 

43,491 

13.85 

0.10 

0.19 

0.5 

!  16.2 

96 

■  Dai-lchi  Kangyo  Bank/ban1  . 

20,395 

-1,574 

433,860 

38,110 

12.21 

-0.51 

0.31 

0.6 

j  17.42 

101 

■  Jusco/retailing 

20,122 

317 

11,985 

10,866 

33.80 

0.99 

1.04 

0.6 

13.42 

105 

Chubu  Electric  Power/utilities 

19,273 

341 

49,948 

13,552 

18.15 

0.46 

0.48 

2.4 

21. 02 

106 

Nippon  Oil/energy 

19,203E 

112 

23,847 

6,241 

5.07 

0.09 

0.11 

\  1.2 

11.1 

109 

■  Kajima/construction 

18,650 

65 

23,123 

5,382 

5.60 

0.07 

0.06 

1.4 

14.2 

113 

■  Bridgestone/industrial  comp 

18,000 

647 

15,190 

18,184 

22.62 

0.81 

0.92 

0.5 

92.5 

115 

Japan  Energy/energy 

17.886 

-411 

13,178 

2,747 

2.51 

-0.38 

0.10 

|  1.7 

15.1 

118 

■  Taisei/construction 

17,598 

51 

24,266 

4,376 

4.29 

0.05 

0.04 

1.4 

12.92 

120 

■  Isuzu  Motors/machinery  &  eng 

17,075 

85 

13,139 

3,962 

3.84 

0.08 

0.12 

1.1 

13. 92 

123 

Mazda  Motor/automobiles 

16,817 

-156 

11,426 

3,669 

3.00 

-0.13 

-0.04 

0.0 

|  25.02 

125 

■  NKK/metals-steel 

16,670 

148 

21,244 

6,939 

1.97 

0.04 

0.06 

i  1.3 

j  38.2 

129 

Mycal/retailing 

16,187 

137 

13,986 

4,232 

14.45 

0.47 

0.45 

i  1.2 

1  19.6 

131 

Toyota  Tsusho/trading 

16,001 

55 

6,376 

1,479 

5.84 

0.22 

0.21 

1.1 

2.02 

135 

■  Sanyo  Electric/appliances 

15,918 

157 

20,299 

8,239 

4.22 

0.08 

0.09 

1.0 

56.6 

136 

■  Sharp/appliances 

15,897 

431 

16,194 

14,531 

12.90 

0.38 

0.41 

0.8 

45.1 

137 

Nippon  Express/trucking,  RR 

15,852 

244 

8,940 

8,361 

7.78 

0.23 

0.22 

0.8 

61.5 

139 

■  Tokai  Bank/banking 

15,824 

149 

273,270 

16,717 

8.24 

0.06 

0.13 

0.9 

11.6 

142 

Japan  Tobacco/bev  &  tobacco 

15,691 

712 

16,997 

15,325 

7,662.54 

355.99 

308.26 

0.8 

22.22 

145 

■  Mitsubishi  Chemical/chemicals 

15,379 

-106 

15,981 

6,670 

3.04 

-0.05 

0.03 

0.8 

12.92 

146 

Cosmo  Oil/energy 

15,355 

78 

10,376 

2,874 

4.55 

0.12 

0.14 

;  1.5 

f     3  V  " 

148 

Shimizu/construction 

15,253 

47 

19,579 

4,699 

5.96 

0.06 

0.09 

1.3 

|  12.02 

149 

•  Tokio  Marine  &  Fire  Ins/insurance 

15,020' 

293' 

47,215' 

18,258 

11.78 

0.15 

0.18 

0.6 

14.72 

156 

■  Denso/industrial  comp 

14,426 

634 

13,719 

22,053 

25.03 

0.73 

0.77 

0.5 

56.4 

162 

■  Japan  Air  Lines/airlines 

13,913 

-129 

19,863' 

7,558 

4.25 

-0.07 

-0.02 

0.0 

19.52 

168 

Obayashi/construction 

13,685 

121 

19,589 

4,620 

6.20 

0.16 

0.17 

1.1 

12.1 2 

169 

•  Kobe  Steel/metals-steel 

13,614 

155 

18,848 

5,462 

1.93 

0.06 

0.05 

0.0 

14.22 

172 

Tohoku  Electric  Power/utilities 

13,424 

243 

35,109' 

8,606 

17.11 

0.48 

0.57 

2.5 

14.8 

174 

Suzuki  Motor/automobiles 

13,339 

298 

8,139 

5,637 

12.56 

0.66 

0.61 

0.5 

14.32 

183 

■  Sekisui  House/construction 

13,026 

388 

14,668 

6,999 

9.80 

0.54 

0.55 

1.6 

14.22 

184 

•  Sumitomo  Metal  Inds/metals-steel 

12,942 

235 

19,639 

8,034 

2.55 

0.08 

0.09 

1.0 

16.22 

189 

Kyushu  Electric  Power/utilities 

12,553 

352 

38,856' 

8,360 

17.63 

0.74 

0.62 

1  2.4 

14.7 

190 

Kawasho/trading 

12,541 

11 

6,117 

373 

3.10 

0.09 

NA 

j  1.4 

i  2.7 

194 

Nippon  Credit  Bank/banking 

12,258 

-3,345 

120,034 

3,657 

2.11 

-1.93 

0.05 

0.0 

1  ,  2.6 

202 

■  Asahi  Glass/misc  materials 

11,873 

215 

14,462 

11,421 

9.72 

0.18 

0.24 

0.8 

8.82 

205 

•  Ricoh/data  processing 

11,684 

257 

13,260 

8,650 

13.16 

0.35 

0.45 

0.8 

60.2 

206 

Seiyu/retailing 

11,675 

-27 

12,750 

1,832 

8.15 

-0.12 

0.03 

;  1.7 

8.52 

207 

■  Dai  Nippon  Printing/services 

11,631 

499 

11,367 

15,107 

20.04 

0.66 

0.66 

0.7 

31.8 

210 

■  Asahi  Chemical  Ind/chemicals 

11,467 

225 

10,084 

8,039 

5.57 

0.16 

0.12 

0.9 

26.7 

212 

Takashimaya/retailing 

11,459 

84 

7,365 

3,988 

13.07 

0.27 

0.25 

0.5 

j  12.32 

213 

Sumitomo  Trust  &  Banking/banking 

11,413 

64 

118,241 

11,021 

8.86 

I  0.05 

0.22 

j  0.7 

6.4 

214 

■  Toppan  Printing/services 

11,314 

192 

9,286 

9,622 

13.76 

0.27 

0.47 

0.9 

!  33.5 

215 

Mitsui  Fudosan/real  estate 

11,282 

-391 

26,188 

10,272 

12.64 

.-0.48 

0.17 

0.5 

i  i.52 

218 

■  Sumitomo  Electric  Inds/industrial  comp 

11,213 

286 

11,036 

11,428 

15.74 

!  0.40 

0.44 

0.5 

55.9 

220 

■  Mitsubishi  Trust  &  Bank/banking 

11,130 

100 

143,740 

18,704 

14.36 

0.08 

0.52 

0.4 

6.2 

222 

■  Fuji  Photo  Film/leisure  goods 

11,116 

758 

16,006 

19,960 

38.79 

1.47 

1.56 

0.5 

!  33.2 

224 

■  Matsushita  Electric  Works/bldg  materials 

11,062 

289 

11,629 

8,535 

11.09 

0.38 

0.37 

1.0 

36.6 

226 

•  Kawasaki  Steel/metals-steel 

10,941 

71 

17,319 

9,563 

2.94 

0.02 

0.07 

0.9 

12.52 

228 

Kawasaki  Heavy  Inds/machinery  &  eng 

10,869 

200 

10,505 

6,021 

4.33 

0.15 

0.14 

j  1.2 

24.4 

229 

■  Fuji  Heavy  lnds/automobiles 

10,858 

352 

6,119 

3,124 

5.24 

!  0.59 

0.40 

i  1.1 

!    15.1 2 

230 

■  Asahi  Bank/banking 

10,853 

190 

229,945 

15,204 

6.55 

0.08 

0.12 

0.9 

13.6 

232 

Snow  Brand  Milk  Prods/food,  household 

10,783 

47 

4,319 

1,611 

4.97 

0.15 

0.17 

1.2 

15.4 

All  figures  except  per-share  items  are  in  millions  of  U.S.  dollars.  Revenue,  net  income  and  199G  EPS  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  converted  at  fiscal 
year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  excise  taxes  and  duties.  For  companies  with  January,  February  or  March  fiscal  year-ends,  1996  figures  are  used 
unless  noted.  Market  value  is  as  of  M  ly  J,0.  1997  •  Sponsored  ADR.  ■  Nonsponsored  ADR.  Ei  Estimate.  NA:  Not  available.  'Figures  are  latest  available.  '-Not  fully  consolidated. 
Sources.-  Morgan  Stanley  Capital  Interna    ml,  IBES  International,  Inc.  and  Worldscope  database  via  OneSource  Information  Services;  IBES  Express,  Bloomberg  Financial  Markets;  Forbes. 
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Recently  we  were  part  of 
a  medical  breakthrough,  although 
he  deserves  some  of  the  credit. 


It's  called  the  Turtle""  TS-1  Safety  Syringe.  A  spring- 
loaded  plastic  shell  that  covers  a  hypodermic  needle 
before  and  after  an  injection.  Inspired  by  the  fellow 
above,  this  innovation  will  drastically  reduce  an  esti- 
mated four  million  accidental  needlesticks  a  year. 
To  create  it,  the  medical  industry  turned  to  Phillips 


Petroleum  for  K-Resin®  SB  Copolymer,  the  only  plastic 
found  to  meet  the  high  moldability  and  clarity 
demands.  It's  astonishing  what  happens  when  tech- 
nology and  a  turtle  get  together.  At  Phillips,  that's  what 
it  means  to  be  The  Performance  Company.  <pil% 
PHILLIPS  PETROLEUM  COMPANY  ■£?) 


For  a  copy  of  our  annual  report,  call  918-661-3700,  write  to:  Phillips  Annual  Report,  B-41,  Adams  Bldg.,  Bartlesville,  OK  /4004, 

orvisitusatwww.phillips66.com. 
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Rank 

Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

EPS 

Yield 

Employees 

($mil) 

income 

($mil) 

value 

price 

1996 

1997E 

(%) 

(thou) 

($mil) 

($mil) 

($) 

($) 

($) 

Japan 

233 

West  Japan  Railway/trucking,  RR 

10,736 

316 

21,524 

7,499 

3,749.57 

158.20 

112.56 

:  1.1 

46.82 

235 

Yasuda  Fire  &  Marine  Ins/insurance 

10,653' 

109' 

34,319' 

5,485 

6.18 

0.13 

0.13 

1.0 

i  13.0 

236 

Mitsubishi  Oil/energy 

10,632 

-92 

7,946 

2,274 

4.99 

-0.20 

0.05 

1.0 

2.4 

239 

■  Oaiwa  House  lndustry2/construction 

10,550 

377 

9,238 

6,172 

11.78 

0.74 

0.62 

i  1.2 

12.82 

240 

Mitsubishi  Materials/metals-nonfer 

10,536 

131 

13,247 

4,399 

3.88 

0.12 

0.11 

I  11 

17.0 

242 

Sekisui  Cheniical/bldg  materials 

10,497 

276 

7,712 

5,744 

10.41 

0.50 

0.53 

0.9 

6.02 

245 

Sumikin  Bussan/trading 

10,249 

7 

4,627 

289 

2.74 

0.06 

NA 

1.6 

1.62 

247 

•  Kubota/machinery  &  eng 

10,134 

257 

10,776 

6,486 

4.60 

0.17 

0.18 

1.1 

25.0 

249 

■  Oji  Paper/forest  products 

10,061 

115 

14,412 

5,967 

5.79 

0.13 

0.11 

1.4 

8.92 

252 

•  Komatsu/machinery  &  eng 

9,756 

161 

12,195 

7,598 

7.57 

0.16 

0.19 

0.9 

:  27.0 

253 

Nippon  Paper  Inds/forest  products 

9,707 

254 

10,305 

5,066 

5.34 

0.27 

0.15 

i  1.3 

7.82 

256 

Ishikawajima-Harima/machinery  &  eng 

9,518 

122 

10,749 

5,070 

3.90 

0.09 

0.13 

I  1.3 

26.4 

258 

Nittetsu  Shoji/trading 

9,463 

-18 

6,071 

177 

1.88 

-0.19 

NA 

0.0 

j  0.82 

259 

Mitsui  Trust  &  Banking/banking 

9,456 

51 

98,776 

9,027 

7.53 

0.08 

0.14 

0.6 

\  5.82 

262 

■  Kumagai  Gumi/construction 

9,400 

-65 

15,256 

1,112 

1.63 

-0.10 

-0.06 

1.6 

8.52 

266 

■  Mitsukoshi/retailing 

9,297 

-7 

5,043 

3,388 

7.04 

-0.02 

0.04 

0.7 

in2 

267 

■  Toray  Industries/chemicals 

9,294 

207 

10,822 

9,546 

6.81 

0.15 

0.17 

0.9 

33.8 

268 

Chugoku  Electric  Power/utilities 

9,242 

242 

23,750 

6,574 

17.72 

0.65 

0.62 

j  2.4 

11.32 

273 

■  Nippon  Yusen/shipping 

9,094 

121 

11,498 

4,869 

4.13 

0.10 

0.09 

0.8 

16.5 

276 

•  All  Nippon  Airways/airlines 

9,071 

38 

10,219 

9,492 

6.58 

0.02 

-0.02 

0.4 

|  21.1 

278 

DDI/telecomm 

9,024 

-232 

8,510 

16,247 

7,473.34 

-106.84 

153.95 

0.2 

2.82 

280 

UNY/retailing 

8,996 

89 

4,989 

3,728 

19.69 

0.47 

0.54 

:.  0.7 

9.5 

281 

Sumitomo  Chemical/chemicals 

8,981 

191 

10,948 

6,722 

4.15 

0.12 

0.12 

1.0 

16.8 

285 

■  Yasuda  Trust  &  Banking/banking 

8,802 

37 

66,829 

3,321 

3.01 

0.03 

0.04 

1.4 

I  4.72 

287 

Tokyo  Gas/utilities 

8,772 

136 

15,593' 

7,177 

2.55 

0.05 

0.05 

I  *-7 

j  12.72 

289 

Maruha/food,  household 

8,684 

7 

3,651 

733 

2.44 

0.02 

0.07 

;  1.1 

1  9.3 

290 

■  Nomura  Securities/financial  svcs 

8,684 

-809 

125,587 

23,296 

11.87 

-0.41 

0.23 

0.7 

15.2 

293 

Kinki  Nippon  Railway/trucking,  RR 

8,431 

58 

14,423' 

9,741 

6.01 

0.04 

0.03 

0.7 

12.22 

294 

Dainippon  Ink  &  Chems/chemicals 

8,398 

77 

8,751 

2,932 

3.70 

0.10 

0.12 

1.4 

25.6 

295 

Fuji  Electric/elec  &  electron 

8,393 

73 

7,550 

3,167 

4.43 

0.10 

0.11 

1.6 

26.4 

299 

■  Kirin  Brewery/bev  &  tobacco 

8,110 

316 

13,148 

10,409 

9.89 

0.30 

!  0.27 

1.0 

8.4 2 

301 

Aisin  Seiki/i ndustria I  comp 

8,104 

118 

5,589 

4,324 

15.48 

0.42 

0.57 

0.6 

11.22 

303 

Daihatsu  Motor/automobiles 

3,075 

175 

4,733 

2,421 

5.67 

0.41 

0.31 

0.6 

11.22 

306 

■  Kao/food,  household 

8,003 

245 

6,506 

8,166 

13.59 

0.41 

0.42 

0.9 

7.12 

312 

Toshoku/trading 

7,715 

16 

7,359 

792 

3.59 

0.07 

0.06 

1.4 

1.5 

313 

Daimaru/retailing 

7,706 

19 

3,541 

1,481 

5.47 

0.07 

0.10 

0.8 

6.42 

316 

Yamaha  Motor/leisure  goods 

7,555 

121 

5,279 

2,219 

9.63 

0.53 

0.48 

0.6 

11.1 

321 

Takeda  Chemical  Inds/personal  care 

7,447 

634 

9,850 

22,217 

25.37 

0.72 

0.76 

0.6 

16.6 

322 

Osaka  Gas/util ities 

7,439 

150 

9,671 

6,653 

2.63 

0.05 

0.06 

1.6 

13.4 

324 

Nippon  Meat  Packers/food,  household 

7,391 

26 

4,662 

2,783 

12.21 

0.11 

0.41 

|  1.1 

24.5 

326 

■  Mitsui  Marine  &  Fire  Ins/insurance 

7,365'  j 

931 

24,941' 

4,872 

6.71 

0.12 

0.13 

0.9 

9.5 

329 

Sumitomo  Forestry/bldg  materials 

7,262 

117 

3,468 

1,926 

10.92 

0.66 

0.54 

0.8 

4.02 

339 

Daiwa  Bank/banking 

7,012 

-262 

125,236 

6,247 

3.93 

-0.18 

0.12 

;  1.3 

8.82 

341 

■  Ajinomoto/food,  household 

6,999 

136 

4,418 

6,530 

10.06 

•  0.21 

0.22 

0.9 

j  13.3 

351 

Mitsui  O.S.K.  Lines/shipping 

6,906 

54 

9,600 

2,475 

2.24 

0.05 

0.04 

0.0 

1.32 

359 

Asahi  Breweries/bev  &  tobacco 

6,701 

76 

14,632 

6,037 

13.67 

0.18 

0.19 

0.6 

11.2 

360 

■  Furukawa  Electric/industrial  comp 

6,697 

113 

7,439 

3,894 

5.93 

0.17 

0.17 

0.9 

9.72 

364 

■  Fujita/construction 

6,633 

6 

12,331 

880 

1.78 

0.01 

0.04 

1.9 

7.7 

371 

Oki  Electric  Industry/elec  &  electron 

6,501 

29 

6,596 

3,164 

5.17 

0.05 

0.03 

i  M 

21.4 

372 

Toyo  Seikan  Kaisha/misc  materials 

6,491 

147 

6,619' 

4,236 

19.09 

0.73 

0.52 

-  0.3 

6.62 

374 

Nishimatsu  Construction/construction 

6,463 

112 

7,066 

1,831 

6.62 

0.40 

0.35 

1.6 

5.9 

All  figures  except  per-share  Items  are  in  ir     us  of  U.S.  dollars.  Revenue,  net  income  and  1996  EPS  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  converted  at  fiscal 
year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  excise  taxes  and  duties.  For  companies  with  January,  February  or  March  fiscal  year-ends,  1996  figures  are 
used  unless  noted.  Market  value  is  i:  997.  •  Sponsored  ADR.  ■  Nonsponsored  ADR.  E;  Estimate.  NA:  Not  available.  'Figures  are  latest  available,  ^ot  fully  consolidated. 

Sources:  Morgan  Stanley  Capital  Interna;    ,/,  IBES  International,  Inc.  and  Worldscope  database  via  OneSotirce  Information  Services;  IBES  Express;  Bloomberg  Financial  Markets;  Forbes. 
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We  go  to  great  lengths,  and  heights,  to  keep 
your  electric  service  in  service. 

Whether  it's  climbing  a  pole  at  3  am  to  restore  power  after  a  storm  or  helping  customers  use 
electricity  more  efficiently,  the  people  of  Americas  Electric  Utility  Companies  are  always  on  the  job.  I  / 

AMERICA'S  ELECTRIC  UTILITY  COMPANIES  "  I 

The  power  to  make  life  better.  JHgH 


i  Edison  Electric  Institute,  1997  . 


Rank 

Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

EPS 

Yield 

Employees 

($mil) 

income 

($mil) 

value 

price 

1996 

1997E 

(%) 

(thou) 

($mil) 

($mil) 

($) 

($) 

($) 

1 21 11911 

ja|Jall 

380 

•  Kyocera/electronic  comp 

6,346 

405 

8,067 

13,489 

72.15 

2.16 

3.07 

0.7 

31.0 

384 

Yamato  Transport/trucking  RR 

6,304 

139 

4,431 

4,441 

11.95 

0.37 

0.36 

0.9 

1    67.5  ; 

388 

■  Bank  of  Yokohama/banking 

6,132' 

-677' 

110,414' 

5,657 

4.97 

NA 

NA 

0.9 

j     6.3  j 

389 

Toda2/construction 

6,121 

61 

6,302 

2,075 

6.45 

0.19 

0.21 

1.2 

5.8 

390 

Tonen/energy 

6,116 

92 

5,876 

7,602 

12.38 

0.15 

0.18 

2.4 

2.12  j 

391 

■  Yamazaki  Baking/food,  household 

6,106 

123 

3,631 

3,751 

17.03 

0.56 

0.50 

0.6 

18.42 

396 

Yuasa  Trading/trading 

6,024 

-4 

3,698 

462 

3.97 

-0.04 

0.06 

1.3 

|  1.62 

397 

Tostem  Corp/bldg  materials 

6,012 

168 

5,917 

5,856 

26.75 

0.77 

0.94 

0.6 

20.0 

398 

Chori/trading 

5,996 

22 

2,824 

313 

3.19 

0.22 

0.15 

0.0 

1     1.3s  j 

411 

Hanwa/trading 

5,846 

10 

3,976 

994 

2.54 

0.03 

0.06 

0.0 

j     1.32  i 

415 

Sumitomo  Marine  &  Fire2/insurance 

5.762E 

98 

21,921 

5,107 

!  7.57 

0.15 

0.15 

0.8 

7.6  ] 

416 

Iwatani  International/utilities 

5,749 

9 

3,531 

1,098 

4.37 

0.04 

0.04 

1.2 

\  1.62 

417 

■  Teijin/chemicals 

5,675 

101 

7,022 

4,115 

4.22 

0.10 

0.12 

1.2 

i    17.3  i 

419 

Hitachi  Zosen/machinery  &  eng 

5,640 

104 

5,989 

3,835 

3.83 

0.10 

0.08 

1.3 

4.22 

421 

Sato  Kogyo/construction 

5,626 

-44 

8,028 

533 

2.04 

-0.17 

-0.15 

1.3 

5.32 

422 

UBE  Industries/chemicals 

5,622 

90 

7,345 

2,378 

2.84 

0.11 

0.11 

1.5 

!     6.22  I 

423 

■  Hino  Motors/machinery  &  eng 

5,617 

64 

3,216 

2,337 

6.45 

0.18 

0.13 

0.8 

9.52  : 

428 

Nippon  Light  Metal/metals-nonfer 

5,565 

-13 

5,393 

2,101 

3.91 

-0.03 

0.06 

0.4 

4.72  i 

431 

Shin-Etsu  Chemical/chemicals 

5,544 

361 

7,506 

8,778 

25.11 

1.05 

1.09 

0.3 

17.1 

434 

•  TDK/electronic  comp 

5,511 

535 

5,287 

10,240 

76.88 

4.02 

3.33 

0.6 

23.6 

437 

Isetan/retailing 

5,461 

47 

3,986 

2,843 

12.90 

0.21 

0.22 

0.7 

5.42  j 

438 

Tokyu  Construction/construction 

5,437 

-128 

6,812 

481 

2.06 

-0.55 

-0.13 

•  2.1 

j     5.02  1 

439 

■  Kanebo/textile,  apparel 

5,400 

-35 

5,876 

953 

1.86 

-0.01 

-0.05 

0.0 

!     6.7  j 

440 

Sumitomo  Heavy  Inds/machinery  &  eng 

5,385 

53 

5,966 

2,131 

3.62 

0.09 

0.12 

0.7 

j     5.82  j 

443 

Yamaha/leisure  goods 

5,367 

125 

4,427 

3,925 

19.01 

0.64 

0.63 

0.4 

9.8 

444 

Hazama/construction 

5,355 

-44 

8,074 

613 

1.89 

-0.14 

0.00 

2.3 

|     5.1 2  1 

445 

Shikoku  Electric  Power/utilities 

5,355 

191 

11,816 

4,818 

17.20 

0.68 

0.67 

2.5 

5.92 

446 

Sumitomo  Rubber  Inds/industrial  comp 

5,354 

43 

5,430 

1,485 

6.80 

0.20 

0.21 

1.1 

24.0 

447 

Sankyo/personal  care 

5,297 

452 

6,166 

14,395 

31.73 

1.00 

1.05 

0.6 

i  11.9 

449 

■  Omron/elec  &  electron 

5,276 

140 

4,759 

5,275 

20.12 

0.53 

0.64 

0.6 

22.9 

451 

Nichirei/food,  household 

5,249 

2 

3,133 

1  516 

4.88 

0.06 

0.09 

1.1 

8.0 

452 

Showa  Denko/chemicals 

5,243 

28 

6,286 

2,633 

2.54 

0.03 

0.11 

0.0 

!     4.32  | 

453 

•  Shiseido/personal  care 

5,225 

170 

4,918 

6,030 

14.62 

0.41 

0.42 

0.7 

j    22.3  | 

455 

Odakyu  Electric  Railway/trucking,  RR 

5,188 

33 

8,888 

4,063 

5.55 

0.05 

0.05 

0.8 

4.22 

456 

Nippon  Fire  &  Marine  lns2/insurance 

5,183' 

731 

18,443' 

2,762 

4.76 

0.10 

0.10 

1.3 

6.5 

457 

■  Daiwa  Securities/financial  svcs 

5,173 

-710 

108,230 

9,910 

7.37 

-0.53 

0.32 

0.9 

9.9 

458 

General  Sekiyu  Group/energy 

5,152 

43 

3,162 

2,426 

6.37 

0.11 

0.16 

3.4 

1.32 

460 

■  Konica/leisure  goods 

5,132 

40 

4,780 

2,190 

6.12 

0.11 

0.16 

1.4 

j  4.92 

461 

Meiji  Milk  Products/food,  household 

5,128 

22 

2,316 

1,418 

4.78 

0.07 

0.07 

1.1 

5.92 

464 

Nagase  &  Co/chemicals 

5,078 

50 

3,255' 

1,027 

6.79 

0.33 

0.33 

1.0 

j  1.42 

465 

Dai-Tokyo  Fire  &  MarineVinsurance 

5,043' 

671 

14,564' 

2,276 

5.59 

NA 

NA 

1.1 

7.8 

466 

KindenVconstruction 

5,026 

160 

5  025 

3  546 

13.33 

0.60 

0.56 

0.7 

9.4 

470 

■  Mitsubishi  Estate/real  estate 

4,964 

341 

16,657 

17,765 

13.67 

0.26 

0.13 

0.5 

:        2.12  j 

472 

Toyo  Trust  &  Banking/banking 

4,959 

77 

58,455 

5,590 

7.11 

'  0.10 

0.32 

0.7 

\  4.9 

474 

Toyoda  Automatic  Loom/machinery  &  eng 

4,952 

159 

4,484 

6,117 

21.67 

0.56 

0.59 

0.6 

j     9.22  j 

475 

■  Marui/retailing 

4,940 

172 

5,936 

6,874 

18.66 

0.47 

0.45 

1.0 

!     8.32  j 

478 

Daikyo/real  estate 

4,909 

-8 

14,476' 

660 

3.56 

-0.05 

0.00 

1.8 

!     2.32  1 

Last  year  we  listed  207  Japanese  companies  with  combined  revenues  of  $3.99  trillion.  This  year  we  list 
195  companies  with  $        Won  in  sales.  Blame  the  weak  yen,  which  seriously  hurt  the  dollar- 
denominated  revenues  fkms.  Sales  at  top-ranked  Mitsui  &  Co.,  for  example,  fell  20%,  to  $145  billion. 


All  figures  except  per-share  items  are  in  :i  U.S.  dollars.  Revenue,  net  income  and  1996  EPS  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  converted  at  fiscal 

year-end  rate.  Revenue  figures  are  for  g<  solidated  operations  and  exclude  excise  taxes  and  duties.  For  companies  with  January,  February  or  March  fiscal  year-ends,  1996  figures  are 

used  unless  noted.  Market  value  is  as  of  7  •  Sponsored  ADR.  ■  Nonsponsored  ADR.  E:  Estimate.  NA:  Not  available. 'Figures  are  latest  available,  ^ot  fully  consolidated. 

Sources:  Morgan  Stanley  Capital  Internatic  ,  'national,  Inc.  and  Worldscope  database  via  OneSource  Information  Services;  IBES  Express;  Bloomberg  Financial  Markets;  Forbes. 
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Lumina  owners  have  at  least  one  reason 
to  drive  a  car  this  safe. 


Lumina     L  S  H 


ere  are  some  more 


:  standard  dual  air  tags, 


ABS,  Daytime  Running  Lamps,  ckild  security  rear  door  locks  and  power 


window  lockout.  Tkere's  even  an  integrated  clidd  safety  seat  option.  Fact  is,  no  six- 


passe  i~u 


er  car  m 


its  class  can  offer  as  many  standard  safety  features  for 


tke  money  as  a  Ckevy™  Lumina1*  LS*  A  small  price  to  pay  for  a  lot  less  to  worry 


ikout.  Tkat's  sometking  tkat  any  parent  can  appreciate. 


Genuine  Chevrolet 

The  Cars  More  Americans  Trust. 


Call  1-800-950.2438  or  visit  www.ckevrolet.com  'Excludes  otter  CM  products.  ©1996  CM  Corn.  Buckle  up,  Amc.ua'  •■ 


FOREIGN  BANKINGS 


Rank 

Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

-EPS  

Yield 

Employees 

($mil) 

income 

($mil) 

value 

price 

1996 

1997E 

(%) 

(thou) 

($mil) 

(Jmii) 

tt\ 

it\ 
W 

W 

Japan 

i  479 

•  Pioneer  Electronic/appliances 

4,906 

22  i 

4,466 

4,448 

24.77 

0.12 

|  0.42 

0.2 

|  18.4 

480 

Penta-Ocean  Construction/construction 

4,889 

34 

4,303 

1,187 

3.28 

0.09 

0.10 

!  2.0 

I  5.22 

483 

Shinsho/trading 

4,866 

5 

2,324 

258 

3.29 

0.06 

NA 

1.3 

0.92 

488 

Seibu  Railway/trucking,  RR 

4,809 

-15 

11,712' 

22,358 

51.60 

-0.04 

0.00 

0.1 

5.22 

489 

■  Ebara/machinery  &  eng 

4,804 

87 

4,426 

4,178 

14.53 

0.30 

j  0.33 

0.6 

11.5 

490 

Hokkaido  Electric  Power/utilities 

4,783 

137 

12,830' 

3,808 

17.29 

0.62 

0.66 

2.5 

6.62 

491 

Tokyu  Dept  Store/retailing 

4,764 

-10 

3,650 

1,074 

3.88 

-0.04 

-0.03 

:  1.3 

4.12 

493 

Toyota  Auto  Body/automobiles 

4,754 

33 

1,680 

902 

10.49 

0.38 

;  0.39 

0.8 

8.42 

494 

Matsuzakaya/retailing 

4,748 

13 

2,266 

1,281 

7.50 

0.07 

0.07 

0.9 

6.12 

496 

Nichido  Fire  &  Marine  Ins/insurance 

4,713' 

81' 

15,986' 

2,744 

6.11 

0.19 

0.16 

1.0 

7.8 

Netherlands 


P/E  21  •  Yield  2.4  %  •  Market  value  $429  billion  •  Year-to-date  price  change  10% 


Business  climate  '92  vs  '97 

7.3  7JL  7.0 

3.3 


4.8 


1 1 


5.6 

I 


Venture  Economic  Personal  Corporate 
capital     policies      taxes  taxes 

A  score  of  10  means  conditions  are  optimum. 


Country  statistics 

Population 

15.5  million 

Gross  domestic  product 

$387.4  billion 

GDP  per  capita 

$25.0  thousand 

Total  national  debt/GDP 

63.0% 

R&O  expenditures/GDP 

2.0% 

Unemployment  rate 

6.6% 

Retail  sales  per  capita 

$5.3  thousand 

—  Total  return  — 

International  fund 

YTD     1-yr  5-yr* 

Wright  FquiFund  Netherlands t 

8.4%    21.8%  15.1% 

•Annualized.  tOnly  fund  that  focuses  on  the  Netherlands. 

Performance  relative  to  EAFE 

200 


150 
100 
50 


EAF 

E=100  _ 

Sources:  The  World  Competitiveoess  Yearbook,  International  Monetary  Fund; 
Upper  Analytical  Services;  Morgan  Stanley  Capital  International. 


'92    '93  '94 

Guilders  per  $U.S. 

2.3 

2.0 
1.7 
1.4 


'95      '96  '97 


'92    '93       '94      '95      '96  '97 


Rank 

Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

-EPS 

Yield 

Employees 

($mil) 

income 

($mil) 

value 

price 

1996 

1997E 

(%) 

(thou) 

($mil) 

($mil) 

($) 

($) 

($) 

4 

•  Royal  Dutch/Shell  Group/energy 

128,186 

8,888 

124,373 

169,123' 

193.31 

■  10.60 

9.58 

\  2.8 

101.0 

19 

•  Unilever/food,  household 

52,076 

2,500 

30,993 

52,6878 

192.48 

8.90 

;  8.97 

1.9 

306.0 

32 

•  Philips  Group/appliances 

41,044 

-350 

31,585 

19,298 

54.75 

-1.03 

i  3.47 

1.5 

272.3 

40 

•  ING  Group/financial  svcs 

35,942 

1,970 

277,528 

34,745 

44.23 

2.71 

I  2.58 

2.4 

58.1 

65 

•  ABN-Amro  Holding/banking 

27,656 

1,959 

341,396 

25,398 

18.49 

1.38 

|  1.32 

3.0 

65.4 

82 

•  Fortis  Group/insurance 

23,517 

915 

176,003 

15,626s 

41.10 

2.62 

|  2.65 

2.4 

30.6 

90 

•  Ahold/retailing 

21,673 

375 

8,528 

12,810 

76.00 

2.55 

j  2.72 

0.7 

101.7 

j  153 

•  Aegon  Insurance  Group/insurance 

14,525 

930 

105,028 

19,419 

73.19 

3.51 

j  3.63 

2.0 

19.3 

|  176 

•  Akzo  Nobel  Group/chemicals 

13,309 

782 

11,704 

9,486 

133.20 

11.00 

10.76 

2.9 

70.7 

198 

•  KPN-RoyalPTT/telecomm 

12,163 

1,460 

20,572 

16,373 

35.01 

3.14 

j  3.01 

4.2 

70.4 

282 

Schlumberger/energy  equip 

8,956 

851 

10,325 

27,304 

55.38 

•  1.74 

j  2.27 

j  1.4 

57.0 

3G2 

•  KNP  BT/forest  products 

8,089 

137 

5,266 

2,116 

20.63 

1.14 

j  1.54 

j  2.1 

26.5 

332 

•  Vendex  Intl  Group/retailing 

7,146 

317 

3,028 

4,491 

56.16 

j  3.94 

j  3.14 

1.9 

50.0 

385 

■  Heineken/bev  &  tobacco 

6,269 

389 

6,110 

8,497 

169.35 

7.74 

i  7.40 

i  l.i 

26.6 

393 

•  DSM/chemicals 

6,088 

427 

5,994 

2,883 

99.23 

13.49 

14.40 

i  4.7 

18.0 

401 

•  KLM/airlines 

5,950 

136 

8,509 

2,129 

28.91 

1.73 

j  2.67 

1.8 

31.9 

448 

•  Reed  Elsevier/media 

5,280 

943 

8,740 

22,511'° 

16.93 

0.67 

0.70 

■  2.3 

25.8  i 

482 

Hagemeyer/trading 

4,874 

169 

2,622 

4,452 

49.12 

1.99 

2.00 

1.2 

20.4 

497 

•  Koninklijke  Hoogove  metals-steel 

4,705 

193 

4,732 

1,619 

49.90 

5.93 

6.28 

3.1 

19.2 

All  figures  except  per-share  items  are  ions  of  U.S.  dollars.  Revenue,  net  income  and  1996  EPS  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  converted  at  fiscal 

year-end  rate.  Revenue  figures  are  for  ■  or  consolidated  operations  and  exclude  excise  taxes  and  duties.  For  companies  with  January,  February  or  March  fiscal  year-ends,  1996  figures  are 

used  unless  noted.  Market  value  is  as  <  1997.  •  Sponsored  ADR.  ■  Nonsponsored  ADR.  E:  Estimate.  NA:  Not  available.  'Figures  are  latest  available,  ^ot  fully  consolidated. 

'Combined  market  value  for  Royal  Dutcl  "oleum  and  Shell  Transport  &  Trading.  Price,  EPS  and  yield  are  only  for  Royal  Dutch  Petroleum.  'Combined  market  value  for  Unilever  NV  and 

Unilever  Pic.  Price,  EPS  and  yield  are  onl;  iever  NV.  'Combined  market  value  tor  Fortis  AMEV  and  Fortis  AG.  Price,  EPS  and  yield  are  only  for  Fortis  AMEV.  '"Combined  market  value  for 

Reed  and  Elsevier.  Price,  EPS  and  yield  a.  nly  for  Elsevier. 

Sources;  Morgan  Stanley  Capital  Internatiu     !8£5  international.  Inc.  and  Worldscope  database  via  OneSource  Information  Services;  IBES  Express;  Bloomberg  Financial  Markets;  Forbes. 
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mii»[n:iif!i:i:<i:[h 


South  Korea 


Business  climate  '92  vs  '97 


4.0  3.7    4  5  3.3 

5J.  4.5 

!).4 

1 

Venture  Economic  Personal  Corporate 
capital     policies      taxes  taxes 

A  score  of  10  means  conditions  are  optimum. 


Yield  1.7%  •  Market  value  $155  billion  •  Year-to-date  price  change  8% 


Country  statistics 

Population 

45.5  million 

Gross  domestic  product 

$484.8  billion 

GDP  per  capita 

$10.7  thousand 

Total  national  debt/GDP 

6.9% 

R&D  expenditures/GDP 

2.7%  j 

Unemployment  rate 

2.3% 

Retail  sales  per  capita 

$1.6  thousand 

—  Total  return  — 

International  fund 

YTD      1-yr  5-yr* 

Fidelity  Advisor-Korea 

7.3%    -31.4%  NA 

'Annualized.  NA:  Not  applicable. 

Sources  The  World  Competitiveness  Yearbook;  International  Monetary  Fund; 
Upper  Analytical  Services;  Morgan  Stanley  Capital  International. 


Performance  relative  to  EAFE 

200 


150 
100 
50 


'92  '93  '94 
Won  per  $U.S. 


'95 


'92    "93      '94  '95 


EAF 

E=100 

'96  '97 


'96  '97 


Rank 

Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

-EPS  

Yield 

Employees 

($mil) 

income 

($mil) 

value 

price 

1996 

I997E 

(%) 

(thou) 

($mil) 

($mil) 

($) 

($) 

($) 

56 

•  Samsung/trading 

29,998 

54 

6,825' 

771 

13.01 

0.82 

0.73 

4.3 

9.7 

64 

Daewoo/trading 

27,673 

88 

32,504 

833 

\      7.71  i 

0.80 

i  0.68 

5.8 

12.92 

66 

Hyundai/trading 

27,278 

8 

1,693 

153 

17.39 

0.88 

1.63 

0.7 

j  0.7 

102 

•  Samsung  Electronics/appliances 

19,733 

204 

18,762 

8,631 

75.17 

2.22 

2.65 

0.9 

84.2 

119 

LG  International/trading 

17,454 

27 

1,645 

212 

7.95 

1.01 

0.59 

L  9.2 

3.8 

151 

LG  Electronics/appliances 

14,765 

37  j 

16,662 

1,454 

16.94 

0.36 

0.94 

1.3 

34.02 

155 

•  Hyundai  Motor/automobiles 

14,491 

66 

10,131 

1,998 

30.63 

1.32 

3.35 

2.0 

47.2 

158 

•  Korea  Electric  Power/utilities 

14,393 

743 

42,247 

19,364 

30.85 

1.18 

1.45 

1.8 

37.8 

167 

•  Yukong/energy 

13,808 

44 

13,884 

1,399 

22.44 

0.63 

1.26 

3.0 

6.0 

201 

•  Pohang  Iron  and  Steel/metals-steel 

11,990 

735 

18,605 

6,132 

65.74 

7.88 

9.53 

\  17 

28.1 

263 

•  Hyundai  Eng  &  Const/construction 

9,350 

28 

12,342 

1,365 

23.22  | 

0.54 

0.58 

0.4 

29.0 

270 

Ssangyong/multi-industry 

9,163 

4 

533' 

50 

1  6.17 

0.44 

0.56 

7.3 

\  1.0 

298 

•  Kia  Motors/automobiles 

8,213 

9 

9,498' 

1,375 

18.18 

0.12 

0.17 

0.0 

|  29.6 

327 

Hyundai  Motor  Service/automobiles 

!  7,272 

40 

4,977 

450 

25.80 

2.95 

j  2.72 

2.4 

14.5 

412 

Sunkyong/trading 

5,827 

11 

1,229' 

241 

12.23 

0.45 

0.44 

1.8 

;  1.2 

Spain 


Business  climate  '92  vs  '97 

6.2 


5.4  5.4 


3.9 


3.8 

2.5  ■  L° 


Venture  Economic  Personal  Corporate 
capital      policies      taxes  taxes 

A  score  of  10  means  conditions  are  optimum. 


Yield  2.5%  •  Market  value  $244  billion  •  Year-to-date  price  change  12% 


Country  statistics 
Population 

Gross  domestic  prcduct 
GDP  per  capita 
Total  national  debt/GDP 
R&D  expenditures/GDP 
Unemployment  rate 
Retail  sales  per  capita 


international  fund 

Growth  Fund  of  Spain 

'Annualized. 


39.3  million 
$581.6  billion 
$14.8  thousand 
51.2% 
0.8% 
21.9% 

$3.6  thousand 

—  Total  return  — 
YTD      1-yr  5-yr* 

7.7%    35.0%  11.1% 


Sources.  The  World  Competitiveness  Yearbook;  International  Monetary  Fund; 
tipper  Analytical  Services,  Morgan  Stanley  Capital  International. 


Performance  relative  to  EAFE 

200 


150 


100 


'92  '93  '94  '95 
Pesetas  per  $U.S. 


'96  '97 


'92  '93 


96  '97 


All  figures  except  per-share  items  are  in  millions  of  U.S.  dollars.  Revenue,  net  income  and  1996  EPS  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  converted  at 
fiscal  year-end  rate.  Revenue  figures  art  for  g.oup  or  consolidated  operations  and  exclude  excise  taxes  and  duties.  For  companies  with  January,  February  or  March  fiscal  year-ends,  1996  fig- 
ures are  used  unless  noted.  Market      -    as  of  May  30,  1997.  •  Sponsored  ADR.  E:  Estimate.  'Figures  are  latest  available,  ^ot  fully  consolidated. 

Sources;  Morgan  Stanley  Capital  International  IBES  International,  Inc.  and  Worldscope  database  via  OneSource  Information  Services;  IBES  Express;  Bloomberg  Financial  Markets;  Forbes. 
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We've  got  good  news  and  better  news. 

Let's  start  with  the  good  news: 
Freeport-McMoRan  Copper  &  Gold  has 
begun  an  expansion  of  its  mine  and  mill 
facilities  in  Indonesia.  The  optimum 
rate  following  this  expansion  is 
expected  to  be  at  least  190,000  to 
200,000  metric  tons  of  ore  per  day, 
subject  to  certain  approvals.  Yet  even  at 
this  expanded  rate,  we  will  still  have 
almost  30  years  of  proven  reserves. 

Now  the  better  news:  the  Company 
has  successfully  identified  new  areas  of 
potentially  significant  high-grade 
mineralization  within  an  area  called 
the  "golden  triangle."  This  area 
encompasses  our  existing  ore  reserves 


Changes  In  Gross  Reserve  Position 
1986  To  1996 


Gold     H  H 


1 12/31/86     W 12/31/96 


and  is  in  close  proximity  to  our  mill 
where  we  and  our  partners  have  the 
exclusive  mining  rights. 

Increases  in  proven  reserves  resulting 
from  our  continuing  exploration  of  these 
promising  high-grade  mineralized  areas 


in  the  "golden  triangle"  could  further 
enhance  the  value  of  our  Company  and 
improve  our  profitability. 

Freeport-McMoRan  Copper  &  Gold 
remains  among  the  largest  and  lowest- 
cost  producers  of  copper  and  gold  in  the 
world.  We're  committed  to  increasing 
production,  aggressive  exploration  and 
creating  shareholder  value,  while 
remaining  socially  and  environmentally 
responsible.  To  learn  more  about 
Freeport-McMoRan  Copper  &  Gold, 
call  or  write  today. 


3 


Freeport  S^cSVIsm  %u 
Copper  &  Gold 

A  Natural  Leader® 


For  a  copy  of  our  annual  report,  call  1  -800-5 1 8-2002  or  write  Freeport-McMoRan  Copper  &  Gold  Investor  Relations.  Dept.  C-7,  P.O.  Box  61119,  New  Orleans,  LA  70 1 6 1 . 


rUHtluN  KANKM6S 


Rank 

Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

EPS 

Yield 

Employees 

(»mil) 

income 

value 

price 

1  QQC 

1  GO  1  C 

lay  it 

to/  \ 
\/o) 

(thou) 

($mil) 

($mil) 

($) 

($) 

($) 

Spain 

134 

•  Repsol/energy 

15,967 

941 

16,442 

12,558 

41.86 

3.13 

j  2.91 

3.0 

j  19.6 

138 

•  Telefonica/telecomm 

15,838 

1,265 

41,405 

27,106 

28.85 

1.35 

1.40 

i  2.1 

92.1 

150 

•  Banco  Santander/banking 

14,902 

676 

149,853 

13,625 

85.31 

4.23 

4.43 

j  2.5 

42.6 

187 

•  Banco  Bilbao  Vizcaya/banking 

12,679 

823 

ion  no  /i 

130,994 

15,922 

70.85 

3.66 

3.91 

2.2 

44.1 

246 

•  Endesa  Group/utilities 

10,215 

1,303 

28,867 

19,861 

76.39 

5.01 

4.53 

2.5 

25.0 

274 

•  Banco  Central  Hispanoamer/banking 

9,087 

265 

89,423 

5,288 

32.28 

1.62 

1.86 

2.4 

29.1 

305 

©  Argentaria/banking 

8,029 

246 

83,832 

6,103 

49.82 

2.01 

3.80 

|  3.8 

16.2 

337 

Cepsa-Cia  Espafioia  de  Pet/energy 

7,047 

165 

4,549 

3,110 

34.87 

1.85 

1.79 

2.4 

9.0 

375 

Iberdrola/utilities 

6,446 

763 

20,445 

11,183 

12.28 

0.83 

0.78 

3.9 

12.1 

At  $3,600,  Spain's  per  capita  retail  sales  are  only  three-fifths  the  U.S.  level  and  barely  one-third  what  they 
are  in  high-cost-of-living  Japan.  The  nine  companies  above — and  Spain's  economy  overall — stand  to  benefit 
as  Spaniards  strive  to  catch  up  with  consumption  standards  in  more  developed  countries. 


Sweden 


Business  climate  '92  vs  '97 

5.1 


6.0 


4.2    48  46 

i  I 


Venture  Economic  Personal  Corporate 
capital     policies      taxes  taxes 

A  score  of  10  means  conditions  are  optimum. 


P/E  17  •  Yield  1.8%  •  Market  value  $250  billion  •  Year-to-date  price  change  5% 


Country  statistics 

Population 

Gross  domestic  product 
GDP  per  capita 
Total  national  debt/GDP 
R&D  expenditures/GDP 
Unemployment  rate 
Retail  sales  per  capita 

International  fund 

Fidelity  Nordic 

'Annualized.  NA:  Not  applicable. 

Sources:  The  World  Competitiveness  Yearbook;  International  Monetary  Fund; 
Upper  Analytical  Sen/ices,  Morgan  Stanley  Capital  International. 


8.8  million 
$250.2  billion 
$28.3  thousand 
70.8% 
3.0% 
8.0% 

$3.9  thousand 

—  Total  return  — 
YTD      1-yr  5-yr* 

5.7%    30.1%  NA 


Performance  relative  to  EAFE 

200 

150 
100 
50 


EAFE=100  i 

'92  '93  '94  '95  '96  '97 
Kronor  per  SU.S. 

9.1 


'92    '93       '94      '95      '96  '97 


Rank 

Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

-EPS 

Yield 

Employees 

($mil) 

income 
($mil) 

($mil) 

value 
($mil) 

price 
($) 

1996 

($) 

1997E 

($) 

(%) 

(thou) 

44 

•  ABB  Group/elec  &  electron 

34,405 

1,227 ! 

30,979 

25,169" 

13.49 

0.66 

l  0.68 

!  1.7 

214.9 

83 

•  Volvo  Group/automobiles 

23,272 

1,861 

20,544 

12,841 

27.68 

4.01 

1.83 

2.0 

70.2 

110 

•  LM  Ericsson/elec  &  electron 

18,531 

1,060 

16,323 

33,758 

35.10 

1.10 

\  1.15 

0.9 

89.4 

128 

•  Electrolux  Group/appliances 

16,403 

276 

12,455 

4,366 

59.62 

3.77 

3.44 

2.7 

:  112.1 

269 

Skandia  Insurance/insurance 

9,168 

170 

32,610 

3,613 

35.30 

1.66 

1  2.33 

1.0 

9.4 

297 

•  SCA-Svenska  Cellulosa/forest  products 

8,262 

316 

9,896 

4,140 

20.97 

1.60 

T  1.51 

V  U 

] 34.1 

333 

Skanska/construction 

7,139 

608 

7,455 

5,070 

40.26 

4.82 

2.35 

\  3.2 

38.2 

340 

Svenska  Handelsbanken/banking 

7,005 

759 

83,121 

6,426 

27.10 

3.18 

2.80 

2.4 

j  7.4 

357 

Stora  Group/forest  products 

6,734 

233  j 

9,028 

4,754 

14.78 

0.72 

0.75 

1  3.3 

22.7 

399 

Skandinaviska  Enskilda  Bk/banking 

5,985 

700 

80,138 

5,441 

10.32 

1.33 

0.97 

3.4 

9.6 

413 

•  Astra/personal  care 

5,814 

1,409 

7,601 

25,386 

40.20 

2.29 

0.85 

!  1.3 

19.9 

468 

•  SKF  Group/industrial  comp 

5,009 

252 

4,917 

2,553 

23.10 

2.23 

;  1.83 

2.9 

42.5 

484 

•  Nordbanken  Group/bani< 

4,858 

802 

53,499 

5,660 

30.97 

4.39 

;  3.22 

4.0 

1  7.1 

All  figures  except  per-share  items  are  in  millions  of  U.S.  dollars.  Revenue,  net  income  and  1996  EPS  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  converted  at  fiscal 
year-end  rate.  Revenue  figures  are  for  g    p  n  .onsolidated  operations  and  exclude  excise  taxes  and  duties.  For  companies  with  January,  February  or  March  fiscal  year-ends,  1996  figures  are 
used  unless  noted.  Market  value  is  as  ot      5C  1997.  •  Sponsored  ADR.  E:  Estimate.  "Combined  market  value  for  ABB  AB  and  ABB  AG.  Price,  EPS  and  yield  are  only  for  ABB  AB. 
Sources:  Morgan  Stanley  Capital  Internal  >ai,  I3ES  International,  Inc.  and  Worldscope  database  via  OneSource  Information  Services;  IBES  Express;  Bloomberg  Financial  Markets;  Forbes. 
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Are  all  your  talents  working  in  concert? 


An  impressive  range  of  skills 
can  be  found  in  almost  every 
organization.  The  challenge,  of 
course,  is  getting  them  to  per- 
form harmoniously. 

Andersen  Consulting  works 
to  help  synchronize  all  of  your 


vital  components:  strategy, 
technology,  process  and  people. 

With  vast  experience  in  each 
of  these  areas,  we  can  help  you 
seamlessly  blend  individual 
strengths  with  collective  goals. 
Because  these  days,  organiza- 


tions don't  perform.  Unless  they 
perform  together. 

Andersen 
Consulting 


Visit  our  web  site  at  http://www.ac.com. 


FOREIGN  RANKINGS 


Switzerland 


Business  climate  '92  vs  '97 


r  i  „6.4  6.4 

5.7  5.7  <m    5  4 

4.6    4.6  4.4 


I 


Venture  Economic  Personal  Corporate 
capital     policies      taxes  taxes 

A  score  of  10  means  conditions  are  optimum. 


Yield  1.2%  •  Market  value  $483  billion  •  Year-to-date  price  change  21% 


Country  statistics 

Population 

7.1  million 

Gross  domestic  product 

$291.3  billion 

GDP  per  capita 

$41.2  thousand 

Total  national  debt/GOP 

22.0% 

R&D  expenditures/GDP 

2.7% 

Unemployment  rate 

4.6% 

Retail  sales  per  capita 

$9.6  thousand 

—  Total  return  — 

International  fund 

YTD      1-yr  5-yr* 

Swiss  Helvetia  Fund 

20.1%    22.4%  19.8% 

'Annualized. 

Sources.  The  World  Competitiveness  Yearbook;  International  Monetary  Fund; 
Upper  Analytical  Services,  Morgan  Stanley  Capital  International.  • 


Performance  relative  to  EAFE 
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150 
100 
50 


EAFE=100 

 1 — 

'92  '93  '94 
Francs  per  $U.S. 

1.6 
1.4 
1.2 
1.0 


'95 


'96  '97 


'92    '93      '94      '95      '96  '97 


Rank 

Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

EPS  

Yield 

Employees 

($mil) 

income 

($mil) 

value 

price 

1996 

1997E 

(%) 

(thou) 

($mil) 

($mil) 

($) 

($) 

($) 

22 

•  Nestle/food,  household 

48,939 

:  2,752 

37,906 

49,059 

1,244.43 

69.90 

69.54 

|  1.7 

j  221.1 

44 

•  ABB  Group/elec  &  electron 

34,405 

1,227 

30,979 

25.16912 

1,373.12 

69.08 

70.52 

2.0 

214.9 

57 

•  Novartis  Group/personal  care 

29,314 

1,864 

43,098 

93,501 

1,361.10 

27.07 

54.08 

:  i.o 

|  116.2 

59 

•  Zurich  Insurance  Group/insurance 

28,647 

j  921 

97,248 

17,245 

367.67 

19.66 

19.78 

1.4 

41.0 

75 

•  Credit  Suisse  Group/banking 

24,573 

-2,095 

389,300 

24,525 

125.68 

-11.03 

7.92 

!  2-3 

34.5 

80 

Winterthur  Group/insurance 

23,544 

410 

72,096 

7,269 

817.37 

46.12 

42.92 

1.8 

27.8 

107 

•  Union  Bank  of  Switzerland/banking 

18,905 

-283 

324,756 

28,135 

1,097.36 

-11.04 

67.72 

2.1 

29.2 

141 

•  Swiss  Bank/banking 

15,711 

-1,582 

267,339 

18,640 

240.40 

-20.39 

15.85 

0.0 

27.5 

170 

•  Swiss  Re  Group/insurance 

13,560 

1,180 

48,165 

19,641 

1,343.42 

80.90 

82.33 

1.6 

6.9 

185 

•  Roche  Group/personal  care 

12,917 

3,154 

29,542 

83,537 

13,151.38 

365.71 

366.61 

0.4 

49.0 

304 

•  Holderbank/bldg  materials 

8,051 

35 

12,748 

6,220 

878.17 

4.85 

53.33 

1.4 

43.0 

325 

Baloise  Group/insurance 

7,378 

1  155 

29,621 

2,386 

2,198.97  | 

142.39 

140.04 

0.0 

8.8 

356 

•  Cie  Financiere  Richemont/multi-industry 

6,743' 

652' 

10,329' 

7,836 

1,364.63  i 

73. HE 

96.49 

1.0 

26.8 

362 

SAir  Group/airlines 

6,644 

-402 

8,777 

2,353 

1,019.59  ! 

-177.18 

64.40 

0.0 

36.1 

370 

Alusuisse-Lonza  Holding/multi-industry 

6,508 

|  334 

5,714 

5,735 

922.72 

55.11 

55.02 

1.4 

28.3 

400 

Electrowatt/utilities 

5,970 

63 

11,020 

3,290 

380.40 

7.34 

20.22 

\  2.2 

1  31.3 

United  Kingdom 


Business  climate  '92  vs  '97 

Urn         6.2    6.5  6^    M  6  6 

5.2 


Venture  Economic  Persona!  Corporate 
capital     policies      taxes  taxes 

A  score  of  10  means  conditions  are  (  num 


rket  value  $1.8  trillion  •  Year-to-date  price  change  6% 


Country  statistics 

Population 

Gross  domestic  product 
GDP  per  capita 
Total  national  debt/GDP 
R&D  expenditures/GDP 
Unemployment  rate 
Retail  sales  per  capita 

International  fund 

United  Kingdom  Fund 

"Annualized. 

Sources:  The  World  Competitiveness  Yearbook;  International  Monetary  Fund; 
tipper  Analytical  Services;  Morgan  Stanley  Capital  International. 


58.5  million 
$1,151.9  billion 
$19.7  thousand 
34.0% 

2.2% """" 
7.6% 

$4.0  thousand 

—  Total  return  — 
YTD      1-yr  5-yr* 

0.7%    14.1%  11.9% 


Performance  relative  to  EAFE 

200 

150 
100 
50 


EAF 

E=100 

'92  '93 

Pounds  per  SU.S 

0.75 


94  '95 


'96  '97 


'92  '93 


'96  97 


All  figures  except  per-share  items  are.  it  U.S.  dollars.  Revenue,  net  income  and  199S  EPS  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  converted  at 

fiscal  year-end  rate.  Revenue  figures  ar     i  g  oup  or  consolidated  operations  and  exclude  excise  taxes  and  duties.  For  companies  with  January,  February  or  March  fiscal  year-ends,  1996  fig- 
ures are  used  unless  noted.  Market  value       of  May  30,  1997.  •  Sponsored  ADR.  E:  Estimate.  'Figures  are  latest  available.  Combined  market  value  for  ABB  AB  and  ABB  AG.  Price,  EPS 
and  yield  are  only  for  ABB  AG. 

Sources;  Morgan  Stanley  Capital  Intematiotu  I,  IBES  International,  Inc.  and  Worldscope  database  via  OneSource  Information  Services;  IBES  Express;  Bloomberg  Financial  Markets;  Forbes. 
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GE  Capital  Assurance 


Nothing  beats  a  positive  outlook.  Still,  2  in  5  people  over  age  65  are  expected  to  spend  time  in 
a  nursing  home.  That's  why  you  should  consider  long  term  care  insurance  from  GE  Capital  Assurance. 
It's  a  surprisingly  affordable  way  to  guarantee  yourself  access  to  higher-quality  home  care  and  better 
nursing  homes,  without  having  to  rely  on  your  life  savings  or  Medicaid.  Call  1-800-992-3444  or  ask 
a  long  term  care  specialist  about  the  plans  people  have  trusted  for  more  than  20  years. 

We  bring  good  things  to  life. 

A  GE  Capital  Services  Company 

©  1996  GE  Capita!  Assurance.  Coverage  in  New  York  is  underwritten  by  GE  Capital  Life  Assurance  Company  of  New  York. 


rUHtlun  nANKINuS 


Rank 

Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

EPS 

Yield 

Employees 

I  > 'mill 
.  .  1/ 

inrnmp 
1  NbUI  lie 

rf.mil ) 

value 

price 

I  a  j  b 

1  QQ7P 

\  'Of 

frhnnl 

\  U IU  u  / 

($mil) 

($mil) 

($) 

($) 

<$) 

United  Kingdom 

4 

•  Royal  Dutch/Shell  Group/energy 

128,186 

8,888 

124,373 

169.12313 

19.77 

1.00 

1.01 

:  3.8 

101.0 

12 

•  British  Petroleum/energy 

69,858 

3,986 

55,307 

67,295 

11.88 

i  0.72 

0.78 

:  3.6 

:  53.7 

19 

•  Unilever/food,  household 

52,076 

2,500 

30,993 

52,687  w 

26.84 

1.34 

1.47 

2.4 

306.0 

58 

•  HSBC  Group/banking 

28,863 

4,860 

401,666 

27,078 

31.10 

;  1.84 

2.05 

2.7 

102.5 

69 

•  Prudential/insurance 

26,537 

2,197 

121,391 

19,378 

10.07 

i  1.14 

0.54 

3.6 

22.2 

78 

•  British  Telecom/telecom m 

23,695 

3,295 

40,834 

46,185 

7.27 

0.52 

0.57 

5.6 

:  129.6 

88 

•  Tesco/reta  iling 

21,942 

822 

10,793 

13,380 

6.15 

0.38 

0.42 

j  3.5 

98.4 

89 

•  National  Westminster  Bank/banking 

21,764 

686 

314,700 

20,856 

12.21 

0.36 

1.17 

4.8 

71.0 

92 

•  J  Sainsbury/retailing 

21,252 

639 

11,871 

10,565 

5.74 

0.35 

0.41 

4.4 

102.5 

97 

Lloyds  TSB  Group/banking 

20,375 

2,460 

250,228 

53,938 

10.07 

0.48 

0.62 

2.7 

82.5 

100 

•  B.A.T  Industries/multi-industry 

20,187 

2,352 

79,685 

27,818 

8.97 

;  0.76 

0.84 

5.4 

81.0 

104 

•  Barclays/banking 

19,694 

2,560 

315,830 

29,435 

19.47 

1.63 

1.73 

;  3.3 

87.4 

111 

Royal  &  Sun  Alliance/insurance 

18,263 

725 

94,532 

11,734 

7.53 

|  0.46 

0.59 

5.2 

45.3 

121 

Commercial  Union/insurance 

17,062 

620 

92,325 

7,631 

11.24 

0.89 

0.66 

5.5 

25.6 

126 

•  Imperial  Chemical  Inds/chemicals 

16,430 

429 

15,369 

9,670 

13.34 

0.59 

0.65 

4.9 

64.0 

130 

•  Legal  &  Genera!  Group/insurance 

16,082 

621 

77,906 

8,977 

7.24 

0.50 

0.29 

j  3.2 

!  7.3 

j  173 

General  Accident/insurance 

13,389 

814 

47,967 

7,158 

14.83 

1.62 

1.04 

4.8 

25.5 

178 

•  British  Airways/airlines 

13,262 

877 

17,003 

11,694 

11.66 

0.88 

0.91 

2.6 

58.2 

180 

•  BTR/multi-industry 

13,139 

673 

14,010 

13,270 

3.25 

0.17 

0.34 

6.1 

115.8 

182 

•  Glaxo  Wellcome/personal  care 

13,026 

3,119 

14,117 

71,078 

20.05 

0.89 

0.91 

3.4 

53.8 

186 

Centrica/utilities 

12,689 

106 

7,522 

4,625 

1.05 

NA 

0.01 

0.0 

16.5 

191 

»  Marks  &  Spencer/retailing 

12,442 

1,197 

11,162 

23,507 

8.33 

I  0.42 

0.48 

!■ 3,1 

42.9 

193 

•  SmithKline  Beecham/personal  care 

12,377 

1,616 

13,604 

47,423 

17.24 

!  0.59 

0.68 

1.9 

52.9 

196 

•  Grand  Metropolitan/food,  household 

12,197 

77 

17,525 

19,604 

9.32 

:  0.04 

0.52 

3.5 

55.1 

211 

•  British  Steel/metals-steel 

11,461 

492 

12,832 

5,077 

2.49 

i  0.24 

0.14 

8.6 

52.9 

219 

•  Abbey  National/financial  svcs 

11,209 

1,198 

197,208 

20,315 

14.44 

0.89 

1.07 

;  3.8 

\  22.3 

223 

•  Peninsular  &  Oriental/shipping 

11,074 

391 

10,765 

6,336 

10.45 

j  0.63 

0.70 

6.0 

:  71.2 

243 

Safeway  Plc/retailing 

10,455 

467 

6,133 

6,406 

5.89 

j  0.43 

0.47 

5.0 

49.6 

248 

British  Aerospace/aero  &  defense 

10,095 

483 

13,117 

8,773 

20.38 

1.05 

1.49 

1.6 

44.2 

251 

■  General  Electric/elec  &  electron 

9,762' 

975' 

10,151' 

15,783 

5.71 

0.37E 

0.42 

4.6 

83.0 

254 

•  Cable  &  Wireless/telecomm 

9,599 

1,074 

15,750 

18,358 

8.19 

j  0.48 

0.51 

I  2.8 

37  4 

261 

ASDA  Group/retailing 

9,413 

356 

4,943 

5,762 

1.97 

1.42 

1.53 

2.5 

j  39.5 

271 

»  Kingfisher/retailing 

9,144 

437 

5,481 

7,873 

11.71 

j  0.65 

0.76 

3.4 

46.4 

283 

Inchcape/trading 

8,938 

35 

5,741 

2,516 

4.76 

0.07 

0.31 

4.5 

24.8 

284 

■  Associated  British  Foods/food,  household 

8,803 

429 

5,697 

8,383 

9.32 

;  0.48 

0.51 

2.1 

45.2 

296 

•  Zeneca  Group/personal  care 

8,376 

1,004 

8,490 

28,785 

30.40 

1.06 

1.29 

2.4 

i  31.1 

308 

•  Royal  Bank  of  Scotland/banking 

7,766 

765 

95,476 

8,033 

9.84 

j  0.83 

0.80 

4.1 

|  27.2 

318 

•  Tate  &  Lyle  Group/food,  household 

7,526 

268 

5,262 

3,293 

7.40 

0.63 

0.49 

4.7 

25.1 

319 

Guardian  Royal  Exchange/insurance 

7,515 

689 

31,861 

4,143 

4.56 

0.77 

0.27 

4.5 

13.8 

Jjl 

"  Boots/retailing 

7,243 

624 

5,842 

10,512 

11.63 

0.68 

0.70 

3.6 

81.0 

335 

•  Rio  Tinto/metals-nonfer 

7,075 

1,095 

17,226 

23.80815 

17.21 

0.78 

0.94 

!  3.2 

j  51.0 

;  345 

•  Bass/leisure 

6,955 

685 

10,879 

11,508 

13.01 

0.77 

0.91 

3.9 

84.9 

.)4b 

•  Booker/trading 

6,938 

-17 

2,761 

1,192 

4.87 

;  — 0.07 

0.49 

10.1 

22.2 

J54 

•  BG/uti  hties 

6,845 

2,079 

20,101 

14,815 

3.36 

'  0.47 

0.24 

i  7.7 

20.1 

361 

Wolseley/bldg  materials 

6,661 

251 

3,253 

4,330 

7.63 

;  0.45 

0.52 

2.8 

22.8 

365 

BICC  Group/industrial  comp 

6,616 

5 

4,068 

1,155 

2.76 

•  —0.05 

0.22 

;  9.3 

37.6 

369 

•  Cadbury  Schweppes/bev  &  tobacco 

6,550 

539 

7,653 

8,974 

8.97 

i  0.53 

0.61 

3.8 

42.9 

179. 

Dalgety/food,  household 

6.465 

92 

2.095 

1,318 

4.54 

0.32 

0.30 

10.1 

14.6 

376 

•  Cordiant/services 

6,440 

38 

1,549 

895 

2.02 

0.09 

0.11 

0.8 

:  10.2 

377 

RMC  Group/bldg  materials 

6,375 

275 

5,796 

3,865 

14.93 

j  1.08 

1.15 

3.6 

30.8 

382 

•  Rolls-Royce/aero  &  defense 

6,317  ! 

-73 

6,671 

5,978 

4.09 

-0.05 

0.27 

j  2.7 

j  42.6 

All  figures  except  per-share  items  are  in  millions  of  U.S.  dollars.  Revenue,  net  Income  and  1996  EPS  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  converted  at  fiscal 
year-end  rate.  Revenue  figures  are  for  grr.uo  or  consolidated  operations  and  exclude  excise  taxes  and  duties.  For  companies  with  January,  February  or  March  fiscal  year-ends,  1996  figures  are  used 
unless  noted.  Market  value  is  as  of  May  30  i 997.  •  Sponsored  ADR.  ■  Nonsponsored  ADR.  E:  Estimate.  NA:  Not  available.  'Figures  are  latest  available.  Combined  market  value  for  Royal 
Dutch  Petroleum  and  Shell  Transpor*  &  Trading.  Price,  EPS  and  yield  are  only  for  Shell  Transport  &  Trading.  "Combined  market  value  for  Unilever  NV  and  Unilever  Pic.  Price,  EPS  and  yield  are 
only  for  Unilever  Pic.  'Combined  market  value  for  Rio  Tinto  Pic.  and  RioTinto  Ltd.  Price,  EPS  and  yield  are  only  for  RioTinto  Pic. 

Sources:  Morgan  Stanley  Capital  International,  IBES  International,  Inc.  and  Worldscope  database  via  OneSource  Information  Services;  IBES  Express;  Bloomberg  Financial  Markets;  Forbes. 
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We've  also  been  known  to  move  earth. 

Going  above  and  beyond  the  expected.  To  us, 
it  means  more  than  offering  the  usual  business 
incentives.  It's  doing  whatever  it  takes  to  bring 
your  company  to  Mississippi.  And  then  working 
hard  to  keep  you  satisfied  once  you're  here. 
Given  our  state's  pro-business  attitude  and  fast- 
growing  economy,  that's  a  promise  we  can  back 
up.  Call  1-800-340-3323.  Tell  us  your  wants.  Your 
needs.  Your  wildest  dreams.  Heaven  knows,  we'll 
do  everything  we  can  to  make  them  come  true. 


Mississippi.  We  can  do  that. 


Mississippi  Department  of  Economic  and  Community  Development  •  RO.  Box  849  •  Jackson,  Mississippi  •  39205  •  http://www  mississippi.org 


FOREIGN  RANKINGS 


Rank 

Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

EPS 

Yield 

Employees 

($mil) 

income 

($mil) 

value 

price 

1996 

1997E 

(%) 

(thou) 

($mil) 

($mil) 

($) 

($) 

($) 

HnitoH  Ifinnrinm 

uniicQ  ninguuiii 

383 

•  flllipii  nnmprn/hpw  ft  tnharrr 

6,308 

66 

8,443 

7,583 

7.30 

0.06 

0.59 

6.6 

45.6 

404 

Granada  Group  Plc/multi-i.idustry 

5,888 

540 

10,697 

12,057 

14.21 

0.68 

0.84 

1.8 

i  62.5 

406 

■  Ladbroke  Group/leisure 

5,882 

32 

5,253 

4,425 

i  3.77. 

j  0.03 

i  0.22 

3.5 

42.4 

407 

Standard  Chartered  Group/banking 

5,875 

925 

71,550 

15,611 

15.88 

j  0.92 

I  1.00 

1.9 

:  25.5 

414 

•  B0C  Group/chemicals 

5,788 

429 

7,242 

8,144 

16.83 

0.89 

0.95 

i  3.5 

40.5 

424 

•  Tomkins/multi-industry 

5,613 

349 

3,504 

5,200 

4.36 

0.33E 

0.37 

4.8 

45.5 

425 

•  National  Power/utilities 

5,608 

927 

7,337' 

10,964 

9.04 

j  0.78 

0.89 

\  5.7 

4.5 

429 

•  Guinness/bev  &  tobacco 

5,563 

1,070 

13,266 

17,993 

9.33 

0.55 

0.59 

3.5 

21.1 

430 

©  Energy  Group/utilities 

5,561 

551 

8,948 

4,688 

9.00 

1.06 

1.07 

1.3 

14.1 

442 

•  Emi  Group/leisure  goods 

5,378 

185 

3,668 

8.73116 

11.16 

0.24 

0.51 

3.1 

j  17.7 

*  nccu  CldCVIcl / lllculd 

5  ?Rfl 

J,LOu 

943 

8  740 

22  51117 

9.89 

0.44 

0.49 

2  R 

L  J.u 

450 

De  Beers  Centenary/misc  materials 

5,270 

1,325 

9,925 

13,310 

35  01 

~\  3.49 

3.53 

!  3.1 

9.2 

463 

•  LucasVarity/industrial  comp 

5.087E 

NA 

4,800 

4,541 

3.17 

0.11 

0.27 

1.6 

i  53.1 

467 

Kwik  Save  Group/retailing 

5,019 

-35  j 

1,381 

700 

4.50 

-0.23 

0.52 

9.1 

18.2 

476 

•  Hillsdown  Holdings/food,  household 

4,929 

149 

2,845 

2,044 

2.89 

i  0.22 

\  0.28 

6.8 

31.0 

492 

•  Burmah  Castrol/energy 

4,758 

242 

3,827 

3,670 

17.36 

1.16 

\  1.16 

4.3 

21.2 

THE  REST  OF  THE  WORLD 


Rank 

Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

-EPS 

Yield 

Employees 

($mil) 

income 

($mil) 

value 

price 

1996 

1997E 

(%) 

(thou) 

($mil) 

($mil) 

($) 

($) 

($) 

Argentina 

402 

•  YPF/energy 

5,939 

844 

12,090 

10,569 

29.94 

2.31 

:  2.30 

:  2.7 

9.8 

Austria 

323 

•  OMV  Group/energy 

7,393 

186 

5,745 

3,435 

127.23 

;  6.89 

j  7.74 

1.5 

8.7  ! 

499 

Creditanstalt/banking 

4,697 

270 

62,764 

2,212 

59.30 

6.64 

5.25 

j  1.7 

9.8 

Hong  Kong/China 

208 

•  Jardine  Matheson  Holdings/multi-industry 

11,605 

300 

14,285 

7,173 

9.72 

0.52 

0.84 

!  2.6 

NA 

338 

•  First  Pacific/multi-industry 

7,026 

204 

8,492 

3,013 

1.28 

i  0.09 

0.10 

;  2.1 

48.1 

471 

•  Swire  Pacific/multi-industry 

4,959 

990 

16,333 

13,299 

8.39 

j  0.63 

0.69 

I  2.7 

37.0 

495 

■  Hutchison  Whampoa/multi-industry 

4,740 

1,554 

17,011 

32,232 

8.32 

0.43 

0.43 

j  2.3 

27.7  j 

Mexico 

348 

■  Telefonos  de  Mexico/telecomm 

6,935 

1,526 

14,190 

18,874 

2.21 

0.17 

0.20 

3.0 

62.3 

435 

•  Grupo  Financiero  Bancomer/banking 

5,483 

22 

26,378 

1,822 

0.22 

0.01 

0.05 

0.0 

32.8 

New  Zealand 

395 

•  Fletcher  Challenge/forest  products 

6,060 

327 

9,129 

5.02018 

1.32 

0.12 

0.07 

1  31 

23.0  j 

Norway 

179 

•  Norsk  Hydro/energy 

13,154 

932 

14,866 

11,472 

50.08 

4.07 

3.81 

2.0 

35.4 

277 

•  Kvaerner/machinery  &  eng 

9,026 

133 

8,127 

2,436 

52.05 

'3.06 

3.10 

1.8 

71.2 

Singapore 

462 

Singapore  Airlines/airlines 

5,116 

731 

10,049 

8,716 

8.53 

0.57 

0.62 

j  2.5 

27.2 

South  Africa 

317 

•  So  African  Breweries/bev  &  tobacco 

7,550 

449 

5,414 

8,917 

28.13 

1.41 

1.59 

2.3 

105.0 

386 

•  Smith  (CGl/multi-indusiry 

6,241 

197 

3,393 

2,534 

5.37 

|  0.42 

0.40 

2.4 

64.6 

433 

AMIC-Anglo  American  Inds/multi-industry 

5,517 

365 

5,411' 

3,261 

41.61 

3.47 

3.78 

2.9 

NA 

197 

Turkey 

Koc  Group/multi-industry 

12,186 

581 

4,942 

2,142 

0.21 

0.01 

!  0.01 

0.5 

39.9 

All  figures  except  per-share  items  are  in  minions  of  U.S.  dollars.  Revenue,  net  income  and  1996  EPS  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  converted  at 
fiscal  year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  excise  taxes  and  duties.  For  companies  with  January,  February  or  March  fiscal  year-ends,  1996  fig- 
ures are  used  unless  noted.  Market  value  is  serf  Ma  30,1997.  •  Sponsored  ADR.  ■  Nonsponsored  ADR.  E:  Estimate.  'Figures  are  latest  available,  'figures  are  pro  forma  for  the  spin  off 
of  Thorn  in  August  1996.  "Combined  market  value  lor  Rued  and  Elsevier.  Price,  EPS  and  yield  are  only  for  Reed.  '"Combined  market  value  for  Fletcher  Challenge  Forests,  Building,  Energy  and 

Paper  Shares.  Price,  EPS  and  yield  are  only  fo.  Fletcher  Challenge  Forests. 

Sources:  Morgan  Stanley  Capital  International,       Into  national,  Inc.  and  Worldscope  database  via  OneSource  Information  Services;  IBES  Express;  Bloomberg  Financial  Markets-,  Forbes. 
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PROCESSING  SERVICE 


How  it  feels 
to  have  your  bank 

suddenly  quit 
the  Stock  Transfer 
business. 


©1997  The  Bank  of  New  York  An  Equal  Opportunity  Lender 


We're  the  only  major  independent 
agent  to  offer  fully  integrated  stock 
transfer,  depositary  receipt  services 
and  corporate  trust  Our  commit- 
ment means  long-term  security  and 
stability  in  an  unpredictable  industry. 
We  won't  leave  you  in  mid-air. 


THE 
BANK  OF 
NEW 
YORK 


Bank^ 

New  Ideas. 
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Rank 

Page 

Company/country 

Rank 

Page 

AMR-Aarhpnpr  £.  Miinrhpnpr/nprmanv 

HIYID  HdOMCIICI   Ct  IIIUIIUIICIICI  /  UCI  Midi  iy 

177 

190 

AUA/Hprm  anu 

nVH/  UCI  Midi  ly 

436 

192 

DUIIIUdl  UlCl/OdlldUd 

/ins 

100 

ABB  Group/Switzerland,  Sweden 

44 

208,206; 

AXA-UAP/France 

15 

188 

Booker/UK 

346 

210 

Abbey  National/UK 

219 

210 

B.  A.  T  Industries/UK 

100 

210 

Boots/UK 

331 

210 

ABN-Amro  Holding/Netherlands 

65 

202 

Baloise  Group/Switzerland 

325 

208 

Bouygues  Group/France 

159 

188 

Accor/France 

432 

188 

Banca  Commerciale  Italian/Italy 

241 

192 

Bridgestone/Japan 

113 

196 

Aegon  Insurance  Group/Netherlands 

153 

202 

Banca  di  Roma/Italy 

195 

192 

British  Aerospace/UK 

248 

210 

AGF-Assur  Generates  de  Fr/France 

108 

188 

Banco  Bilbao  Vizcaya/Spain 

187 

206 

British  Airways/UK 

178 

210 

Ahold/Netherlands 

90 

202 

Banco  Bradesco  Group/Brazil 

204 

183 

British  Petroleum/UK 

12 

210 

Aisin  Seiki/Japan 

301 

198 

Banco  Central  Hispanoamer/Spain 

274 

206 

British  Steel/UK 

211 

210 

Ajinomoto/Japan 

341 

198 

Banco  di  Napoli/ltaly 

487 

192 

British  Telecom/UK 

78 

210 

Akzo  Nobel  Group/Netherlands 

176 

202  j 

Banco  do  Brasil/Brazil 

143 

183 

Broken  Hill  Proprietary/Australia 

157 

182 

Alcan  Aluminium/Canada 

314 

186 

Banco  Itau  Group/Brazil 

330 

183 

BTR/UK 

180 

210 

Alcatel  Alsthom/France 

53 

188 

Banco  Santander/Spain 

150 

206 

Groupe  Bull/France 

498 

188 

Alitalia  Group/Italy 

454 

192 

Bank  Bruxelles  Lambert/Belgium 

300 

183 

Burmah  Castrol/UK 

492 

212 

All  Nippon  Airways/Japan 

276 

198 

Bank  of  Montreal/Canada 

255 

186 

Cable  &  Wireless/UK 

254 

210 

Allianz  Worldwide/Germany 

18 

190 

Bank  of  Nova  Scotia/Canada 

275 

186 

Cadbury  Schweppes/UK 

369 

210 

Allied  Domecq/UK 

383 

212 

Bank  of  Tokyo-Mitsubishi/Japan 

26 

194 

Canadian  Imperial  Bank/Canada 

227 

186 

Alusuisse-Lonza  Holding/Switzerland 

370 

208 

Bank  of  Yokohama/lapan 

388 

200 

Canadian  Pacific/Canada 

379 

186 

Amcor/Australia 

481 

182 

BNP  Group/France 

73 

188 

Canon/Japan 

81 

194 

AMIC-Anglo  American  Inds/South  Africa 

433 

212 

Barclays/UK 

104 

210 

Carrefour  Group/France 

55 

188 

Arbed/Belgium 

320 

183  : 

BASF  Group/Germany 

50 

190 

Casino  Groupe/France 

181 

188 

Argentaria/Spain 

305 

206  ; 

Bass/UK 

345 

210 

Centrica/UK 

186 

210 

Asahi  Bank/Japan 

230 

196 

Bayer  Group/Germany 

51 

190 

Cepsa-Cia  Espanola  de  Pet/Spain 

337 

206 

Asahi  Breweries/Japan 

359 

198 

Bayerische  Hypotheken/Germany 

152 

190 

Chori/Japan 

398 

200 

Asahi  Chemical  Ind/Japan 

210 

196 

Bayer  Vereinsbank/Germany 

117 

190 

Chubu  Electric  Power/Japan 

105 

196 

Asahi  Glass/Japan 

202 

196 

BCE/Canada 

95 

186 

Chugoku  Electric  Power/Japan 

268 

198 

ASDA  Group/UK 

261 

210 

BG/UK 

354 

210 

Cockerill  Sambre/Belgium 

368 

183 

Associated  British  Foods/UK 

284 

210 

BICC  Group/UK 

365 

210 

Coles  Myer/Australia 

163 

182 

Astra/Sweden 

"13 

206 

BMW-Bayerische  Motor/Germany 

41 

190 

Commercial  Union/UK 

121 

210 

ANZ  Banking/Australia 

286 

182 

BOC  Group/UK 

414 

212 

Commerzbank/Germany 

103 

190 
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Commonwealth  Bank  Group/Australia 

353 

182 

Comptoirs  Modernes/France 

403 

188 

Continental  Group/Germany 

349 

192 

Cordiant/UK 

376 

210 

Cosmo  Oil/Japan 

146 

196 

Credit  Commercial/France 

336 

188 

Credit  Foncier/France 

387 

188 

Credit  Lyonnais  Group/France 

74 

188 

Credit  Suisse  Group/Switzerland 

75 

208 

Creditanstalt/Austria 

499 

212 

Credito  Italiano/ltaly 

244 

192 

CSR  Group/Australia 

486 

182 

Daewoo/South  Korea 

64 

204 

Dai  Nippon  Printing/Japan 

207 

196 

Dai-lchi  Kangyo  Bank/Japan 

96 

196 

Dai-Tokyo  Fire  &  Marine/Japan 

465 

200 

Daiei/Japan 

60 

194 

Daihatsu  Motor/Japan 

303 

198 

Daikyo/Japan 

478 

200 

Daimaru/Japan 

313 

198 

Daimler-Benz  Group/Germany 

11 

190 

Dainippon  Ink  &  Chems/Japan 

294 

198 

Daiwa  Bank/Japan 

339 

198 

Daiwa  House  Industry/Japan 

239 

198 

Daiwa  Securities/Japan 

457 

200 

Dalgety/UK 

373 

210 

Groupe  Danone/France 

127 

188 

DDI/Japan 

278 

198 

De  Beers  Centenary/UK 

450 

212 

Degussa/Germany 

264 

192 

Delhaize  Le  Lion  Group/Belgium 

175 

183 

Denso/Japan 

156 

196 

Deutsche  Babcock  Group/Germany 

409 

192 

Deutsche  Bank  Group/Germany 

33 

190 

Deutsche  Lufthansa/Germany 

166 

190 

Deutsche  Telekom/Germany 

31 

190 

Christian  Dior/France 

381 

188 

Dresdner  Bank/Germany 

91 

190 

DSM/Netherlands 

393 

202 

East  Japan  Railway/Japan 

87 

194 

Ebara/Japan 

489 

202 

cm  idgc/  r  i  alloc 

OOD 

188 

Electrolux  Group/Sweden 

128 

206 

Electrowatt/Switzerland 

400 

208 

Eletrobras/Brazil 

394 

183 

Company/country 

Rank 

Page 

Elf  Aquitaine  Group/France 

27 

188 

Emi  Group/UK 

442 

212  | 

Endesa  Group/Spain 

246 

206 

Energy  Group/UK 

430 

212 

ENI/ltaly 

37 

192 

Enso/Finland 

426 

186 

LM  Ericsson/Sweden 

110 

206 

Esso/France 

344 

188 

Fiat  Group/Italy 

20 

192 

Finmeccanica/ltaly 

279 

192 

First  Pacific/Hong  Kong/China 

338 

212 

Fletcher  Challenge/New  Zealand 

395 

212 

Fortis  Group/Netherlands,  Belgium 

82 

202, 183: 

Fuji  Bank/Japan 

77 

194 

Fuji  Electric/Japan 

295 

198 

Fuji  Heavy  Inds/Japan 

229 

196 

Fuji  Photo  Film/Japan 

222 

196 

Fujita/Japan 

364 

198 

Fujitsu/Japan 

34 

194 

Furukawa  Electric/Japan 

360 

198 

Galeries  Lafayette/France 

420 

188 

GAN-Assur  Nationales/France 

52 

188 

Gehe/Germany 

160 

190 

General  Accident/UK 

173 

210 

General  Electric/UK 

251 

210 

General  Sekiyu  Group/Japan 

458 

200  ; 

Generate  Bank  Group/Belgium 

237 

183  : 

Generate  de  Belgique/Belgium 

459 

183 

Generate  des  Eaux/France 

49 

188 

Generali  Group/Italy 

76 

192  : 

GIB  Group/Belgium 

347 

183 

Glaxo  Wellcome/UK 

182 

210 

Granada  Group  PIc/UK 

404 

212 

Grand  Metropolitan/UK 

196 

210 

Grupo  Financiero  Bancomer/Mexico 

435 

212  | 

Guardian  Royal  Exchange/UK 

319 

210 

Guinness/UK 

429 

212 

Hagemeyer/Netherlands 

482 

202  . 

Hanwa/Japan 

411 

200 

Groupe  Havas/France 

257 

188 

Hazama/Japan 

444 

200 

Heineken/Netherlands 

385 

202  i 

Henkel  Group/Germany 

231 

190 

Hillsdown  Holdings/UK 

476 

212 

Hino  Motors/lapan 

423 

200 

Company/country 

Rank 

Page 

Hitachi/Japan 

10 

194 

Hitachi  Zosen/lapan 

419 

200 

Hoechst  Group/Germany 

45 

190 

Hokkaido  Electric  Power/Japan 

490 

202 

Holderbank/Switzerland 

304 

208 

Philipp  Holzmann/Germany 

315 

192 

Honda  Motor/Japan 

24 

194 

HSBC  Group/UK 

58 

210 

Hutchison  Whampoa/Hong  Kong/China 

495 

212 

Hyundai/South  Korea 

66 

204 

Hyundai  Eng  &  Const/South  Korea 

263 

204 

Hyundai  Motor/South  Korea 

155 

204 

Hyundai  Motor  Service/South  Korea 

327 

204 

Iberdrola/Spain 

375 

206 

Imasco/Canada 

350 

186 

EMI  Group/Italy 

485 

192 

Imperial  Chemical  Inds/UK 

126 

210 

Imperial  Oil/Canada 

355 

186 

Inchcape/UK 

283 

210 

Indl  Bank  of  Japan/Japan 

35 

194 

ING  Group/Netherlands 

40 

202 

Isetan/Japan 

437 

200 

Ishikawajima-Harima/Japan 

256 

198 

Isuzu  Motors/Japan 

120 

196 

Ito-Yokado/Japan 

68 

194 

Itochu/Japan 

3 

194 

Iwatani  International/Japan 

416 

200 

Japan  Air  Lines/Japan 

162 

196 

Japan  Energy/Japan 

115 

196 

Japan  Tobacco/Japan 

142 

196 

Jardine  Matheson/Hong  Kong/China 

208 

212 

Jusco/Japan 

101 

196 

Kajima/Japan 

109 

196 

Kanebo/Japan 

439 

200 

Kanematsu/Japan 

54 

194 

Kansai  Electric  Power/Japan 

84 

194 

Kao/Japan 

306 

198 

Karstadt  Group/Germany 

132 

190 

Kawasaki  Heavy  Inds/Japan 

228 

196 

Kawasaki  Steel/Japan 

226 

196 

Kawasho/Japan 

190 

196 

Kp^kn  firmin/Finlanrl 
nconu  ui  uii|i/ r ii iidi iu 

3/8 

186 

Kia  Motors/South  Korea 

298 

204 

Kinden/Japan 

466 

200 

Kingfisher/UK 

271 

210 
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Kinki  Nippon  Railway/Japan 

293 

198  : 

Michelin  Group/France 

161 

188 

Nokia/Finland 

291 

186 

Kirin  Brewery/Japan 

9Q0 

1  OR 

Mitsubishi  Chemical/Japan 

140 

1 30 

NUMIUld  ocUUI  lllci/JdpaM 

1  OR 

I  JO 

KLM/Netherlands 

401 

202 

Mitsubishi/Japan 

2 

194 

Noranda/Canada 

343 

186 

KNP  BT/Netherlands 

302 

202 

Mitsubishi  Electric/Japan 

47 

194 

Nordbanken  Group/Sweden 

484 

206 

Kobe  Steel/Japan 

169 

196 

Mitsubishi  Estate/Japan 

470 

200 

Norsk  Hydro/Norway 

179 

212  : 

Koc  Group/Turkey 

197 

212  : 

Mitsubishi  Heavy  Inds/Japan 

OJ 

1  C\A 
lb4 

Novartis  Group/Switzerland 

57 

208 

Komatsu/Japan 

LJL 

1  □» 

1  JO 

Mitcuhichi  MatpriaK/l  in  an 
ITIIloUUIoMI  IVIdlCI  Idlo/ la  \la\  1 

240 

198 

nhav;i<;hi/l  -i i Mil 

uuayaoiii  /  Japan 

168 

196 

Konica/Japan 

460 

200 

Mitsubishi  Motors/lapan 

48 

194 

Odakyu  Electric  Railway/Japan 

455 

200 

Koninklijke  Hoogovens/Netherlands 

497 

202 

Mitsubishi  Oil/Japan 

236 

198 

Oji  Paper/lapan 

249 

198 

Korea  Electric  Power/South  Korea 

158 

204 

Mitsubishi  Trust  &  Bank/Japan 

220 

196 

Oki  Electric  Industry/Japan 

371 

198 

KPN-Royal  PTT/Netherlands 

198 

202 

Mitsui  &  Co/lapan 

1 

194 

Olivetti  Group/Italy 

441 

192 

310 

183 

Mifcni  Fnrinsan/lanan 

IlillOUl  I  UUU  Otl  1 1/  J  < 1  \)  'A  1  1 

215 

196 

Omron/Japan 

449 

200 

Krupp  Hoesch  Group/Germany 

133 

190 

Mitsui  Marine  &  Fire  Ins/Japan 

326 

198 

0MV  Group/Austria 

323 

212 

Kubota/Japan 

247 

198 

Mitsui  O.S.K.  Lines/lapan 

351 

198 

Osaka  Gas/Japan 

322 

198 

Kumagai  Gumi/Japan 

262 

198 

Mitsui  Trust  &  Banking/Japan 

259 

198 

Pacific  Dunlop/Australia 

477 

182 

Kvaerner/Norway 

277 

212 

Mitsukoshi/Japan 

266 

198 

Groupe  Paribas/France 

98 

188 

ivwik  oave  «roup/Ur\ 

/1K7 
40/ 

919 

M  mi t  q  rl  i  c  r.  n  P  r  n  1 1  n  / 1 '  .  1  w 

ivioiiicuisun  iiiuup/iidiy 

1/1/1 
144 

Dor^Sinou /  Franco 

rcCnillcy/ridilLc 

1 RR 
loo 

1RR 
loo 

Kyocera/Japan 

380 

200 

MLinchener  Ruck/Germany 

79 

190 

Peninsular  &  Oriental/UK 

223 

210 

Kyushu  Electric  Power/Japan 

189 

196 

Mycal/Japan 

129 

196 

Penta-Ocean  Construction/Japan 

480 

202 

L'Aire  Liquide  Group/France 

358 

188 

Nagase  &  Co/Japan 

464 

200 

Petrobras-Petroleo  Brasil/Brazil 

112 

183 

L'Oreal  Group/France 

203 

188 

Natl  Australia  Bank/Australia 

209 

182 

PetroFina/Belgium 

171 

183 

1  arihrnkp  Rrnnn/I  IK 

LdUUI  UI\C  ulUU|J/U'\ 

406 

212 

National  Pnwpr/I  IK 
iiduuiiai  ruwci/ur\ 

425 

212 

PpiiqpdI  R  rnnnp/Tr  -\  nr  p 

46 

188 

Lafarge/France 

352 

188 

National  Westminster  Bank/UK 

89 

210 

Philips  Group/Netherlands 

32 

202 

Lagardere  Groupe/France 

225 

188 

NEC/lapan 

30 

194 

Pinault-Printemps-Redoute/France 

140 

188 

Legal  &  General  Group/UK 

130 

210 

Neste/Finland 

260 

186 

Pioneer  Electronic/Japan 

479 

202 

LG  Electronics/bouth  Korea 

151 

204 

Nestle/Switzerland 

22 

208 

Pirelli  Group/Italy 

363 

192 

Ifi  Intprnatinnal/^niith  Knrpa 

LU  1 II LSI  llu  11  Ul tat/ OUU  11 1  IVUiGu 

119 

204 

Npu/C  P or n/A 1  r  h  1 1 1  i 
llCWo  UUI  JJ/nU oil  a  l\a 

250 

182 

Pnhana  Irnn  anri  ^Ippl/Xnnth  Knrpa 

rUlldllg  HUM  dllU  OlCCI/JUIIIH  [\ulta 

201 

204 

Linde/Germany 

410 

192 

Nichido  Fire  &  Marine  Ins/Japan 

496 

202 

Preussag  Group/Germany 

122 

190 

Lloyds  TSB  Group/UK 

97 

210 

Nichimen/lapan 

42 

194 

Promodes  Group/France 

99 

188 

Long-Term  Credit  Bank/Japan 

93 

194 

Nichirei/lapan 

451 

200 

Prudential/UK 

69 

210 

LucasVarity/UK 

463 

212 

Nippon  Credit  Bank/Japan 

194 

196 

Qantas  Airways/Australia 

405 

182 

LVMH  Group/France 

392 

188 

Ninnnn  Fvnrpcc/lnnan 

lltpjJUII  LA|JI  Goo/ JdUdl  1 

137 

196 

RppH  Fl^pwipr/I  IK  NplhprlanHs 

nCCU  LloGVIGI  /  Uf\,  llcll  1  CI  101 IUO 

448 

212,202 

Lyonnaise  des  Eaux/France 

114 

188 

Nippon  Fire  &  Marine  Ins/Japan 

456 

200 

Renault  Group/France 

39 

188 

MAN  Group/Germany 

165 

190 

Nippon  Light  Metal/Japan 

428 

200 

Repsol/Spain 

134 

206 

Mannesmann  Group/Germany 

85 

190 

Nippon  Meat  Packers/Japan 

324 

198 

Rhone-Poulenc  Group/France 

124 

188 

Mnrlii-     D  CnAnnni'll!/ 

MarKs  &  Spencer/UK 

191 

210 

Nippon  Oil/Japan 

106 

196 

Cie  Financiere  Richemont/Switzerland 

356 

208 

ITIdl  UUCIII/Jdpdll 

3 

1  O/l 
134 

Nippon  Paper  Inds/Japan 

toi 

1  oo 

Ricoh/Japan 

905 

iyo 

Maruha/Japan 

289 

198 

Nippon  Steel/Japan 

67 

194 

Rio  Tinto/UK,  Australia 

335 

212,182 

Marui/Japan 

475 

200 

Nippon  Tel  &  Tel/Japan 

9 

194 

RMC  Group/UK 

377 

210 

Matsushita  Electric  Indl/Japan 

13 

194 

Nippon  Yusen/Japan 

273 

198 

Roche  Group/Switzerland 

185 

208 

Matsushita  Electric  Works/Japan 

224 

196 

Nishimatsu  Construction/Japan 

374 

198 

Rolls-Royce/UK 

382 

210 

Matsuzakaya/Japan 

494 

202  i 

Nissan  Motor/Japan 

17 

194 

Royal  &  Sun  Alliance/UK 

111 

210 

Mazda  Motor/Japan 

123 

196 

Nissho  Iwai/Japan 

8 

194 

Royal  Bank  ot  Canada/Canada 

199 

186 

Meiji  Milk  Products/Japan 

461 

200 

Nittetsu  Shoji/Japan 

258 

198 

Royal  Bank  of  Scotland/UK 

308 

210 

Metallgesellschaft/Germany 

234 

190 

NKK/Japan 

125 

196 

Royal  Dutch/Shell/Netherlands,  UK 

4 

202,210 

Metro/Germany 

38 

190 

RWE  Group/Germany 

36 

190 
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Cafpu/au  pir/|  |K 
ddlcWdy  rlwUn. 

949 
Z40 

91  fi 
Z1U 

J  Sainsbury/UK 

92 

210 

Saint-Gobain/France 

116 

188 

Saint  Louis/France 

342 

188 

SAir  Group/Switzerland 

362 

208 

^akura  Rank/1  'tmn 

OdrXUIa  DO II IV  J  a  \JO  1 1 

86 

194 

Samsung/South  Korea 

56 

204 

Samsung  Electronics/South  Korea 

102 

204 

Sankyo/Japan 

447 

200 

Sanpaolo  Bank  GroupSET/ltaly 

147 

192 

Jdlmd  Ddllm  Jd  [Jd  1 1 

R9 

OZ 

1 Q4 
1  34 

Sanyo  Electric/Japan 

135 

196 

Sato  Kogyo/Japan 

421 

200 

SCA-Svsnska  Cellulosa/Sweden 

297 

206 

Schlumberger/Netherlands 

282 

202 

^rhnpiripr/Franrp 

Jli  II IICIUGI  /  1  IdllLC 

200 

188 

Seagram/Canada 

217 

186 

Seibu  Railway/Japan 

488 

202 

Seiyu/Japan 

206 

196 

Sekisui  Chemical/Japan 

242 

198 

^pki^ni  MniKP'  Li'  n 
ocnioui  nuuoc/ja|jaii 

183 

196 

Sharp/Japan 

136 

196 

Shikoku  Electric  Power/Japan 

445 

200 

Shimizu/Japan 

148 

196 

Shin-Etsu  Chemical/Japan 

431 

200 

OlllllollUfJd|Jdll 

483 

202 

Shiseido/Japan 

453 

200 

Showa  Denko/Japan 

452 

200 

Siemens  Group/Germany 

16 

190 

Singapore  Airlines/Singapore 

462 

212 

^kanriia  Insnranpp/^wpHpn 

269 

206 

Skandinaviska  Enskilda  8k/Sweden 

399 

206 

Skanska/Sweden 

333 

206 

SKF  Group/Sweden 

468 

206 

Smith  (CG)/South  Africa 

386 

212 

^mithKlinp  Rnarham/I  IK 
oil  11  Ll l r\(l II t;  Dcci>Hdlll/ur\ 

1 30 

?i  n 

Snow  Brand  Milk  Prods/Japan 

232 

196 

Societe  Generate  Group/France 

72 

188 

Sodexho  Alliance/France 

469 

188 

Solvay  Group/Belgium 

272 

183 

^nnu/  la  na  n 
ou  II  y Ja  (Jd  1 1 

21 

194 

Atfrirari  Rrouforioc/^m ith  flfrira 

117 

Oil 

919 

L  Li. 

SPAR  Handels/Germany 

ZOO 

1  Q9 

iyz 

Ssangyong/South  Korea 

270 

204 

Standard  Chartered  Group/UK 

407 

212 

STET/ltaly 

70 

192 
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Company/country 

Rank 

Page 

oiora  uroup/oweQcii 

9^7 
00/ 

ZUo 

Siidzucker/GGrmany 

473 

192 

Suez  Group/France 

154 

188 

Sumikin  Bussan/Japan 

245 

198 

Sumitomo/Japan 

6 

194 

Sumitomo  Bank/Japan 

QA 
34 

1  QC 
130 

Sumitnrnn  r.hpmiral/lanan 

281 

198 

Sumitomo  Electric  Inds/Japan 

218 

196 

Sumitomo  Forestry/Japan 

329 

198 

Sumitomo  Heavy  Inds/Japan 

440 

200 

Sumitomo  Marine  &  Fire/Japan 

9nn 

ZUU 

Sumitomo  Metal  Inds/Japan 

184 

196 

Sumitomo  Rubber  Inds/Japan 

446 

200 

Sumitomo  Trust  &  Banking/Japan 

213 

196 

Sunkyong/South  Korea 

412 

204 

Suzuki  Motor/Japan 

1  1 A 

1  /4 

13D 

^vpn^ka  HanHpKhankpn/^wpHpn 
ovciiond  naiiuciouatincn/owcuGii 

340 

206 

Swire  Pacific/Hong  Kong/China 

471 

212 

Swiss  Bank/Switzerland 

141 

208 

Swiss  Re  Group/Switzerland 

170 

208 

IdlScl/Jdpdll 

1  is 

1  Qfi 

130 

Takashimaya/Japan 

212 

196 

Takeda  Chemical  Inds/Japan 

321 

198 

Tate  &  Lyle  Group/UK 

318 

210 

TDK/Japan 

434 

200 

Teijin/Japan 

A  1  7 
41/ 

9AA 
ZUU 

Telebras/Brazil 

192 

183 

Telefonica/Spain 

138 

206 

Telef onos  de  Mexico/Mexico 

348 

212  ! 

Tesco/UK 

88 

210 

inoinson  uurp/odiidud 

9flQ 
003 

loo 

Thomson-CSF/France 

334 

188 

Thyssen  Group/Germany 

71 

190 

Toda/Japan 

389 

200 

Tohoku  Electric  Power/Japan 

172 

196 

lOKdl  Ddlm/Jdpdll 

19Q 

10  J 

1  Qfi 

130 

i  Tokio  Marine  &  Fire  Ins/Japan 

149 

196 

Tokyo  Electric  Power/Japan 

29 

194 

Tokyo  Gas/Japan 

287 

198 

Tokyu  Construction/Japan 

438 

200 

TciLifii  Rant  Ctnro/hnon 

lOKyU  Ucpi  olOrc/Jdpdll 

4Q1 

431 

9f19 

ZUZ 

To  m  a  n  /  1 1  n  o  n 

lorncn/jdpdii 

9R 

1Q4 
134 

Tomkins/UK 

424 

212 

Tonen/Japan 

390 

200 

Toppan  Printing/Japan 

214 

196 

Toray  Industries/Japan 

267 

198 

Company/country 

Rank 

Page 

Toronto-Dominion  Bank/Canada 

9G7 
00/ 

1  QC 

lob 

Tn<;hiha/  la  nan 

1  u  o  1 1 1  u  a  1 J i  1  |J  a  1 1 

23 

194 

Toshoku/Japan 

312 

198 

Tostem  Corp/Japan 

397 

200 

Total  Group/France 

43 

188 

Toyo  Seikan  Kaisha/Japan 

979 

OIL 

1  Q8 
130 

Toyo  Trust  &  Banking/Japan 

Ml 

200 

Toyoda  Automatic  Loom/Japan 

474 

200 

Toyota  Auto  Body/Japan 

493 

202 

Toyota  Motor/Japan 

7 

194 

Toyota  Tsusho/Japan 

1  91 

lol 

1  QC 
130 

Trartphpl/Rplonim 

IldUlGUGI/DCIglUIII 

221 

183 

TransCanada  PipeLines/Canada 

307 

186 

UBE  Industries/Japan 

422 

200 

Unibanco  Group/Brazil 

292 

183 

Unilever/Netherlands,  UK 

1  0 
13 

90.9  91  n 
ZUZ, Z1U 

Union  Bank  of  Switzerland/Switzerland 

107 

208 

UNY/Japan 

280 

198 

UPM-Kymmene/Fmland 

216 

186 

Groupe  Usinor/France 

164 

188 

Vale  do  Rio  Doce/Brazil 

DUU 

1 

loo 

Valpn/f- ra  nrp 

IdlGU/  r  1  d  MUG 

418 

1  QO 
lOO 

VEBA  Group/Germany 

28 

190 

Vendex  Intl  Group/Netherlands 

332 

202 

VEW/Germany 

427 

192 

VIAG  Group/Germany 

01 

1  Qfl 

iyu 

Victoria  Holding/Germany 

328 

192 

Volkswagen  Group/Germany 

14 

190 

Volvo  Group/Sweden 

83 

206 

West  Japan  Railway/Japan 

233 

198 

George  Weston/Canada 

9CG 
ZoO 

1  9C 
loo 

Wpstnar  Rankino  Pirniin/AiKtralia 

VVGMpdU  DalllMllg  ut  uup/ nlllll  d lid 

311 

182 

Winterthur  Group/Switzerland 

80 

208 

Wolseley/UK 

361 

210 

Woolworths/Australia 

238 

182 

Yamaha/Japan 

A  A  9 
440 

9nn 
ZUU 

Yamaha  Motor/Japan 

316 

198 

Yamato  Transport/Japan 

384 

200 

Yamazaki  Baking/Japan 

391 

200 

Yasuda  Fire  &  Marine  Ins/Japan 

235 

198 

Yasuda  Trust  &  Banking/Japan 

9QC 
£03 

1  QO 
ISO 

YPF/Argentma 

407 

010 
Lit 

Yuasa  Trading/Japan 

396 

200 

Yukong/South  Korea 

167 

204 

Zeneca  Group/UK 

296 

210 

Zurich  Insurance  Group/Switzerland 

59 

208 
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THE  100  LARGEST  O.S.  MULTINATIONALS 


The  U.S.  gains  even  when  American  products  are  made  outside  the  U.S. 

Buying  American 


By  Brian  Zajac 

Even   with    the    U.S.  dollar 
strong,  these  are  heady  days 
for  America's  multinationals. 
Citicorp,  General  Electric 
and  Hewlett-Packard 
posted    strong  results 
overseas.    Intel  Corp. 
generated  over  $12  bil-  J 
lion  on  foreign  soil  last 
year,  a  47%  increase  over 
1995,  and  Sun  Microsys- 
tems,   Compaq  Com- 
puter and  Digital  Equip- 
ment     also  recorded 
impressive  increases  in  for- 
eign operations.  With  less 
than  1%  of  China's  population 
owning  a  personal  computer, 
foreigners''  appetite  for  American 
microprocessors,  peripherals  and  soft 
ware  are  far  from  satiated. 

Foreigners  haven't  lost  their  taste  for  American 
food  and  drink,  either.  McDonald's  foreign  sales  rose  15% 
last  year,  to  $6.1  billion,  while  Coca-Cola  realized  over 
$12  billion  in  sales  outside  the  U.S.  Other  strong  brands 
also  fared  well:  Gillette  posted  a  7%  revenue  gain.  Of  Wal- 
Mart's  $105  billion  in  total  revenues,  5%  now  comes  from 
outside  the  U.S.  Last  year  Wal-Mart  opened  its  first  stores 
in  China. 

Add  it  all  up,  and  the  foreign  sales  of  U.S. -based  multi- 
nationals rose  $75  billion  last  year,  to  $928  billion,  a  9% 


gain.  Among  the  newcomers  to 
the  top  U.S.  multinationals  is 
Crown  Cork  &  Seal,  which 
ranks  49  after  its  February 
1996  purchase  of  Car- 
naudMetalBox  of  France. 
The  acquisition  boosted 
Crown's  sales  abroad 
fourfold.  Also  new  is 
Applied  Materials.  This 
rapidly  growing  maker 
of  semiconductor  manu- 
facturing equipment  real- 
ized nearly  $3  billion  in 
foreign  revenue,  mostly 
from  the  Far  East. 
AT&T's  end-of-year  restruc- 
turing into  three  separate  com- 
panies knocked  it  off  our  list.  But 
one  AT&T  spinoff,  NCR,  is  ranked  65, 
thanks  to  its  $4  billion  in  foreign-derived 
revenue.  The  other  AT&T  spinoff,  Lucent  Tech- 
nologies, did  not  report  full-year  foreign  results,  so  its  first 
chance  for  a  listing  will  be  next  year. 

This  year's  cutoff  for  the  last-ranked  company,  Honey- 
well, is  $2.8  billion,  a  16%  gain  over  last  year.  Our  higher 
hurdle  knocked  off  Time  Warner,  Toys  "R"  Us  and  GTE. 

Our  methodology:  export  and  interdivision  sales  are 
not  included  when  calculating  foreign  revenue.  Where 
possible,  we  include  the  foreign  operations  of  unconsoli- 
dated subsidiaries.  ■■ 


Rank 

Company 

foreign 
($mil) 

— Revenue — 
total 
($mil) 

foreign 
as% 
of  total 

foreign 
($mil) 

-Net  profit'- 
total 
($mil) 

foreign 
as% 
of  total 

foreign 
($mil) 

— Assets — 
total 
($mil) 

foreign 
as% 
of  total 

1 

Exxon 

89,608 

116,728 

76.8 

5,153 

|  7,510 

68.6 

55,589 

95,527 

!  58.2 

2 

General  Motors 

51,000 

164,069 

31.1 

3,365 

4,953 

67.9 

58,735 

222,142 

26.4 

3 

Mobil 

48,5332 

72,2672 

67.2 

2,035s 

3,3283 

61.1 

31,330 

46,408 

|  67.5 

4 

Ford  Motor 

48,104 

146,991 

|  32.7 

223 

4,446 

5.0 

79,106 

262,867 

30.1 

5 

IBM 

46,552 

75,947 

61.3 

3,541 

5,429 

65.2 

42,007 

81,132 

51.8 

6 

Texaco4 

31,385 

59,205 

53.0 

9313 

2,2743 

40.9 

14,312 

31,443 

45.5 

7 

General  Electric 

23,361 

79,179 

29.5 

1,596 

7,280 

21.9 

82,976 

272,402 

30.5 

8 

Chevron4 

22,220 

47,798 

46.5 

1,560 

2,607 

59.8 

17,420 

38,378 

45.4 

9 

Hewlett-Packard 

21,379 

38,420 

55.6 

1,612 

2,586 

62.3 

15,191 

27,699 

54.8 

10 

Citicorp 

19,772 

32,605 

60.6 

2,146 

3,788 

56.7 

161,000s 

270,000s 

59.6 

'From  continuing  operations,  includes  other  income,  ^et  income  before  corporate  expense,  includes  proportionate  interest  in  unconsolidated  subsidiaries  or  affiliates.  Average  assets.  'Excludes 
Canadian  operations.  'Net  income  before  minority  interest.  'Pretax  income.  'Pretax  income  before  corporate  and  interest  expense  '"Operating  profit.  "Operating  profit  before  corporate  expense  and 

special  charges.  D-D:  Deficit  to  deficit.  D-P:  Deficit  'n  profit.  P-D:  Profit  to  deficit.  E:  Estimate.  NA:  Not  available. 
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Rank 

Pnmn;inv 

foreign 
($mil) 

D  nimnun 

HcVcIlUc 

total 
($mil) 

foreign 
as% 
of  total 

foreign 
($mil) 

—Net  profit'- 
total 
($mil) 

foreign 
as% 
of  total 

foreign 
($mil) 

A  rente 

— ms sets  

total 
($mil) 

foreign 
as  % 
of  total 

11 

Philip  Morris  Cos 

19,628 

54,553 

36.0 

1,608 

i  6,303 

j  25.5 

20,558 

54,871 

37.5 

12 

Procter  &  Gamble 

17,682s 

35,284 

50.1 

1,125 

:  3,046 

36.9 

11,222s 

27,730 

40.5 

13 

El  du  Pont  de  Nemours 

16,525 

38,349 

43.1 

1,051 

:  3,636 

28.9 

15,435 

37,987 

40.6 

14 

American  Intl  Group 

14,991s 

28,205 

53.2 

1,746s 

i  2,897 

60.3 

56,343s 

148.431 

38.0 

15 

Motorola 

12.600E 

27,973 

45.0 

1,066 

1,154 

|  92.4 

8,604 

24,076 

35.7 

16 

Coca-Cola 

12.4496 

18,546 

67.1 

2,366 

3,492 

■  67.8 

6,090s 

16,161 

37.7 

17 

Intel 

12,179 

20,847 

58.4 

1,982 

:  5,157 

38.4 

4,784 

:  23,735 

20.2 

18 

Xerox" 

12,038 

20,621 

58.4 

792 

j  1,206 

j  65.7 

14,541 

28,120 

51.7 

19 

Dow  Chemical 

11,264 

20,053 

56.2 

7777 

2.101 

:  37.0 

14,047 

24,673 

56.9 

20 

!  

Johnson  &  Johnson 

10,721 

21,620 

49.6 

1,332 

;  2,887 

46.1 

9,147 

20,010 

45.7 

21 

United  Technologies 

10.0802 

23.5122 

42.9 

7147 

1.0377 

68.9 

6,374 

16,745 

38.1 

22 

Digital  Equipment 

9,436 

14,563 

64.8 

-147 

I  -112 

D-D 

5,178 

10,075 

51.4 

23 

PepsiCo 

9,197 

31,645 

29.1 

-175 

\  1,149 

D-P 

7,802 

24,512 

31.8 

24 

Eastman  Kodak 

8,515 

15,968 

53.3 

236 

|  1,011 

23.3 

5,740 

14,438 

39.8 

25 

Compaq  Computer 

8,428s 

18,109 

46.5 

679 

1,313 

|  51.7 

3,306s 

10,526 

31.4 

26 

Chrysler 

8,226 

61,397 

13.4 

333 

!  3,720 

9.0 

8,341 

56,184 

14.8 

27 

Amoco 

7.9712 

32,7262 

24.4 

948 

2,834 

'■■  33.5 

10,992 

32,100 

34.2 

28 

Chase  Manhattan 

7,932 

27,421 

28.9 

847 

2,461 

34.4 

108,070s 

321,240s 

33.6 

29 

Minn  Mining  &  Mfg 

7,556 

14,236 

53.1 

5367 

1,5937 

33.6 

5,539 

13,364 

41.4 

30 

Sara  Lee 

7,387 

18,624 

39.7 

493 

916 

|  53.8 

6,460 

12,602 

51.3 

31 

Merrill  Lynch 

7.150E 

25,011 

28.6 

318 

i  1,619 

19.6 

99,011 

213,016 

46.5 

32 

JP  Morgan  &  Co 

6,7546 

15,866 

42.6 

829s 

\  1,574 

|  52.7 

113,058s 

222,026 

50.9 

33 

Bristol-Myers  Squibb 

6,614 

15,065 

43.9 

1,212 

I  2,850 

42.5 

5,110 

14,685 

34.8 

34 

Kimberly-Clark4 

6.470E 

14,108 

45.9 

3977 

1.4547 

|  27.3 

5,375 

12,205 

44.0 

35 

Colgate-Palmolive 

6,2636 

8,749 

71.6 

531 

i  635 

j  83.6 

4,771s 

7,902 

60.4 

36 

RJR  Nabisco 

6.170E 

17,063 

36.2 

6458 

1,199s 

.  53.8 

6,327 

31,287 

20.2 

37 

Gillette 

6,117 

9,698 

63.1 

390 

949 

41.1 

6,478 

10,435 

62.1 

38 

Goodyear  Tire  &  Rubber 

6,103 

13,113 

46.5 

441 

i  102 

|  432.4 

3,776 

9,672 

39.0 

39 

McDonald's 

6,096 

10,687 

57.0 

937 

j  1,573 

59.6 

9,560 

17,386 

55.0 

40 

'  

Merck 

5,989 

19,829 

30.2 

1.100E 

1  3,881 

|  28.3 

4,128s 

;  24,293 

17.0  j 

41 

CPC  International 

5,962 

9,844 

60.6 

4327 

1  609' 

70.9 

4,779 

7,875 

60.7  : 

42 

Internaticnal  Paper 

5.915E 

20,143 

29.4 

-417 

j  4727 

D-P 

9,371 

28,252 

33.2 

43 

Aflac 

5,849 

7,100 

82.4 

5339 

!  7499 

71.2 

22,117 

25,023 

88.4 

44 

Alcoa 

5,815 

13,061 

44.5 

4817 

i  7217 

j  66.7 

5,934 

13,450 

44.1 

45 

American  Home  Products 

5,753 

14,088 

40.8 

874 

\  1,883 

i  46.4 

7,055 

20,785 

33.9 

46 

UAL 

5,600 

16,362 

34.2 

39210 

;  1.13010 

34.7 

NA 

12,677 

NA 

47 

Texas  Instruments 

5,451 

9,940 

54.8 

NA 

63 

NA 

3,183 

9,360 

34.0 

48 

Pfizer 

5,365 

11,306 

47.5 

1.2667 

1.9357 

65.4 

6,130 

14,667 

41.8 

49 

Crown  Cork  &  Seal 

5,005 

8,332 

60.1 

471io 

67710 

!  69.6 

8,586 

12,590 

68.2 

50 

Wal-Mart  Stores 

5,002 

104,859 

4.8 

24» 

6,436'° 

0.4 

NA 

39,604 

NA 

51 

Pharmacia  &  Upjohn 

4,858 

7,286 

66.7 

577 

562 

102.7 

7,269 

;  11,173 

65.1 

52 

American  Express 

4.800E 

17,280 

27.8 

360 

:  1,901 

18.9 

24,908 

108,512 

23.0 

53 

BankAmerica 

4,755 

21,924 

21.7 

463 

i  2,873 

16.1 

46,037 

250.753 

18.4 

54 

AMR 

4,741 

17,753 

26.7 

NA 

|  1,105 

NA 

NA 

20.497 

NA 

55 

Electronic  Data  Systems 

4,685 

14,441 

32.4 

-23 

j  432 

D-P 

4,096 

11,193 

36.6 

'From  continuing  operations,  includes  other  income.  iNet  income  before  corporate  expense.  'Includes  proportionate  interest  in  unconsolidated  subsidiaries  or  affiliates.  Average  assets.  'Excludes 
Canadian  operations.  7Net  income  before  minority  interest.  Pretax  income.  'Pretax  income  before  corporate  and  interest  expense.  '"Operating  profit.  "Operating  profit  before  corporate  expense  and 
special  charges.  D-D:  Deficit  to  deficit.  D-P:  Deficit  to  profit.  P-D:  Profit  to  deficit.  E:  Estimate.  NA:  Not  available. 
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Rank 

Company 

foreign 
($mil) 

— Revenue — 

10X31 

($mil) 

(nrainn 

Toreign 
as  % 
of  total 

IUI  clgll 

($mil) 

-Net  profit'- 

lUldl 

($mil) 

fnroinn 
IUI  Clgll 

as% 
of  total 

fnroinn 
IUI  clgll 

($mil) 

— Assets  

tntal 
lUldl 

(Smil) 

(nrQinn 

loicign 
as% 
of  total 

56 

Apple  Computer 

4,577 

9,833 

i  46.5 

-139 

;  -816 

D-D 

1,519 

5,364 

28.3 

57 

Bankers  Trust  New  York 

4,360 

9,565 

;  45.6 

297 

j  612 

48.5 

62,499 

120,235 

52.0 

58 

ITT  Industries 

4,329 

8,718 

i  49.7 

140 

1  223 

62.8 

2,546 

5,491 

46.4 

59 

Manpower 

4,306 

6,080 

70.8 

16810 

|  25610 

65.6 

1,260 

1,752 

71.9 

60 

Fluor 

4,232 

11,015 

38.4 

22 

268 

!  8.2 

559 

3,952 

14.1  j 

61 

Abbott  Laboratories 

4,227 

11,013 

i  38.4 

514 

:  1,882 

!  27.3 

3,268 

11,126 

29.4 

62 

Rhone-Poulenc  Rorer 

4,141 

5,421 

76.4 

423 

474 

89.2 

5,369 

8,768 

61.2 

63 

Warner-Lambert 

4,058 

7,231 

56.1 

428' 

j  8567 

50.0 

3,626 

7,197 

50.4 

64 

Unisys 

4,021 

6,371 

63.1 

100 

\  62 

161.3 

1,270 

6,967 

18.2 

65 

NCR 

4,019 

6,963 

i  57.7 

457 

\  -109 

P-D 

3,765 

5,280 

71.3  i 

66 

Emerson  Electric 

3,982 

11,150 

i  35.7 

46310 

i    1,701 10 

27.2 

4,030 

10,481 

38.5 

67 

Morgan  Stanley,  DW,  D6 

3.900E 

22,172 

\  17.6 

338 

|  1,980 

17.1 

NA 

238,860 

NA 

68 

HJ  Heinz 

3,876 

9,112 

42.5 

375 

!  659 

56.9 

3,822 

8,624 

44.3 

69 

Costco  Cos 

3,857 

19,566 

\  19.7 

72io 

491 10 

'.  14.7 

1,026 

4,912 

20.9 

70 

Ingram  Micro 

3,734 

12,023 

|  31.1 

167 

;  ii27 

14.3 

1,339 

3,367 

39.8 

71 

General  Re 

3,7036 

8,296 

44.6 

248' 

974' 

25.5 

11.1206 

40,161 

27.7 

72 

Archer  Daniels  Midland 

3,581 

13,314 

26.9 

101 

!  696 

14.5 

1,347 

10,450 

12.9 

73 

Walt  Disney 

3,571 

18,739 

|  19.1 

4 

j  1,214 

0.3 

1,864 

37,306 

5.0  | 

74 

Deere  &  Co 

3,515 

11,229 

|  31.3 

268 

817 

32.8 

2,413 

14,653 

16.5 

75 

Safeway 

3,472 

17,269 

20.1 

64 

461 

13.9 

920 

5,545 

16.6 

76 

Halliburton 

3,432 

7,385 

46.5 

141" 

538" 

26.2 

1,891 

4,437 

42.6 

77 

Northwest  Airlines 

3,390 

9,881 

;  34.3 

NA 

\  536 

NA 

NA 

8,512 

NA 

78 

Sears,  Roebuck 

3,388 

38,236 

j  8.9 

-5 

:  1,271 

D-P 

2,939 

36,167 

8.1  j 

78 

TRW 

3,388 

9,857 

|  34.4 

102 

!  182 

56.0 

2,001 

5,899 

33.9 

80 

Atlantic  Richfield 

3,367 

18,592 

18.1 

133 

j  1,663 

8.0 

7,388 

25,715 

28.7  I 

81 

Monsanto 

3,322 

9,262 

35.9 

167 

385 

43.4 

3,299 

11,191 

29.5 

82 

Sun  Microsystems 

3,304 

7,095 

46.6 

352 

476 

73.9 

2,188 

3,801 

57.6 

83 

Rockwell  International 

3.270E 

10,373 

:  31.5 

262 

555 

47.2 

2,650 

10,065 

26.3 

84 

Johnson  Controls 

3,243 

9,210 

|  35.2 

39' 

|  250' 

15.6 

1,879 

4,991 

37.6 

85 

Whirlpool 

3,2236 

8,696 

|  37.1 

-757 

1427 

D-P 

1.9516 

8,015 

24.3 

86 

Caterpillar 

3,211 

16,522 

19.4 

26510 

2, 071'" 

12.8 

4,423 

18,728 

23  6 

87 

AlliedSignal 

3,197 

13,971 

i  22.9 

284 

:  1,020 

27.8 

3,532 

12,829 

27.5 

88 

Avon  Products 

3,142 

4,814 

!  65.3 

1887 

!  319' 

58.9 

1,310 

2,222 

59.0 

89 

Cigna 

3,125 

18,950 

!  16.5 

167 

|  1,056 

15.8 

9,852 

98,932 

io.o  ! 

90 

Ralston  Purina 

3,120 

6,114 

\  51.0 

67 

350 

19.1 

1,795 

4,785 

37.5  ! 

91 

ITT 

3,096 

6,597 

46.9 

167' 

j  289' 

57.8 

3,168 

9,275 

34.2 

92 

Eli  Lilly 

3,081 

7,347 

i  41.9 

680 

1,524 

44i 

3,923 

14,307 

27.4 

93 

AMP 

3,053 

5,468 

i  55.8 

94 

\  287 

32.8 

2,474 

4.686 

52.8 

94 

Lear 

3.050E 

6,249 

|  48.8 

15110 

\  37610 

40.2 

1,513 

3,817 

39.6 

95 

Dresser  Industries 

3.035E 

6,562 

46.3 

103' 

2827 

36.5 

1,733 

5,150 

33.7  | 

96 

Woolworth 

3,008 

8,092 

!  37.2 

-I 

!  169 

D-P 

1,551 

3,476 

44.6  j 

97 

Salomon 

2.9016 

9,046 

32.1 

11 

982 

•  7.8 

92,946fc 

194,881 

47.7 

98 

Kellogg 

2,897 

6,677 

:  43.4 

m 

531 

42.2 

2,232 

5,050 

44.2 

99 

Applied  Materials 

2,874 

4,145 

|  69.3 

131 

|  600 

21.8 

1,205 

3,638 

33.1  | 

100 

Honeywell 

2,834 

7,312 

|  38.8 

172 

j  403 

42.7 

1,925 

5,493 

35.0 

'From  continuing  operations  includes  other  income.^et  income  before  corporate  expense.  "Includes  proportionate  interest  in  unconsolidated  subsidiaries  or  affiliates.  Average  assets.  Excludes 
Canadian  operations.  'Net  income  before  minority  interest.  "Pretax  income.  'Pretax  income  before  corporate  and  interest  expense  '"Operating  profit.  "Operating  profit  before  corporate  expense 
and  special  charges.  D-D:  Deficit  io  deficit.  D-P:  Deficit  to  profit.  P-D:  Profit  to  deficit.  E:  Estimate.  NA:  Not  available. 
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#1  Mid-Cap  Fund 

#1  OUT  OF  97  MID-CAP  FUNDS  LlPPER  3 -YEAR  RANKING  4/30/97 

*      *      *      *  * 

MORNINGSTAR     5-YEAR     RANKING  5/31/97 


Top  10%  out  of  1,120  domestic  equity  funds 

The  Robertson  Stephens 

Value  +  Growth  Fund 

25.11% 

Five- Year 
Average  Annual  Return 
5/31/92-5/31/97 


21.78% 

Average  Annual  Return 

Since  Inception 
5/12/92  -  3/31/97 


MUTUAL  FUNDI 


www.rsim.com 


OneSource 


15.66% 

One-Year 
Total  Return 
3/31/96-3/31/97 

Performance  data  represents 
past  petformance,  which  is  no 
guarantee  of  future  results. 
Investment  return  and  princi- 
pal value  will  fluctuate  so 
that  shares,  when  redeemed, 
may  be  worth  more  or  less 
than  their  original  cost. 

1-800-766-3863 

ext.  814 


ROBERTSON 
STEPHENS  & 
COMPANY 


FROM    S  C  H  W  A  B 


1-800-5-NO-LOAD 


SINCE 


19    7  8 


Lipper  ranked  the  Value  +  Growth  fund  23  out  of  180  mid-cap  funds  based  on  its  one-year  return  as  of  4/30/97. 

For  more  information,  including  management  fees,  expenses,  and  the  special  risks  associated  with  this  Fund,  call  Robertson,  Stephens  &  Company  LLC,  distributor,  (or  a  prospec- 
tus. Read  it  carefully  before  you  invest. 

Morningstat's  proprietary  ratings  reflect  historical  risk-adjusted  performance,  are  subject  to  change  monthly  and  are  calculated  from  the  Fund's  five-year  average  annual  returns 
in  excess  of  90-day  T-bill  returns  with  appropriate  fee  adjustments.  For  the  one-year  period  ending  5/31/97,  the  Fund  received  three  stars  and  was  rated  among  3103  domestic 
equity  funds.  Ten  percent  of  the  funds  in  an  investment  category  receive  five  stars,  the  next  22.5%  receive  four  stars  and  the  next  35%  receive  three  stars. 
Charles  Schwab  &  Co.,  Inc.,  member  SIPC/NYSE,  provides  recordkeeping  and  shareholder  services  for  shares  purchased  through  its  Mutual  Fund 
OneSource"  Service. 


Bringing    the    Fund    Manager    to    Y  o  u 


THE  100  LARGEST  FOREIGN  INVESTMENTS  IN  THE  U.S. 


Foreign  investment  money  is  pouring  into  the  U.S 


Creating 
American  jobs 


By  Gustavo  Lombo 

We  only  wish  that  Fortress  America  types  like  Dick 
Gephardt  and  Pat  Buchanan  would  read  this  article.  They 
groan  about  jobs  lost  here  due  to  foreign  trade. 

What  they  don't  know — or  at  least  don't  tell  you — is 
that  Americans  gain  more,  much  more,  from  foreign 
trade  than  they  lose.  Because  we  Americans  can't  or  won't 
save  enough,  we  are  heavily  dependent  on  foreign  invest- 
ment to  keep  our  economy  growing.  The  surplus  dollars 
foreigners  earn  from  selling  goods  here  get  pumped  right 
back  into  the  U.S.  as  investment.  Last  year  there  was 
nearly  $550  billion  worth,  a  gain  of  21%  from  the  year 
before. 

Lured  by  a  strong  dollar  and  rising  asset  prices,  most  of 
that  foreign  money — $471  billion — went  into  financial 
assets  such  as  corporate  stocks  and  bonds  and  U.S.  Trea- 
surys.  An  additional  $77  billion  went  to  purchase  U.S. 
factories,  buildings  and  equipment.  In  either  case,  the 
money  creates  investment  money  and  jobs  here. 

So  intertwined  are  today's  global  capital  markets  that 
the  Dow  Jones  Industrials  fell  192  points  on  June  23,  fol- 
lowing remarks — later  qualified — by  Japanese  Prime  Min- 
ister Ryutaro  Hashimoto  reminding  Americans  that  Japan 
could  disrupt  our  economy  if  it  decided  to  stop  holding 
U.S.  Treasury  paper. 

Does  this  mean  we  are  now  hostage  to  foreigners? 

Investment  scorecard 


Among  foreign- 

Country 

Revenue 

Number  of 

ers,  British  firms 

($bil) 

investments 

have  the  biggest 

UK 

167 

44 

stake  in  large 

Netherlands 

!  ioo 

19 

U.S.  businesses. 

Japan 

92 

19 

The  Netherlands 

Germany 

86 

31 

is  second, 

Switzerland 

49 

15 

Japan  third. 

France 

44 

18  1 

Canada 

\  40 

15 

Belgium 

4 

Sweden 

i  16 

7 

Venezuela 

13 

1 

Australia 

9 

4 

South  Africa 

5 

1 

Ireland 

1 

Italy 

2 

3 

Neth  Antilles 

2 

i  i 

in 

a  way, 
yes,  but  the 
hostage-taking 
works  both  ways. 
Today,  what's  good  for 

Japan  is  good  for  America  and  vice  versa.  Neither 
Gephardt  and  his  trade  union  buddies  nor  Buchanan  and 
his  stop -the -world  crowd  can  untangle  the  web  of  eco- 
nomic interdependence:  Its  roots  are  not  merely  political 
but  technological  as  well.  How  can  you  seal  borders 
against  the  Internet,  fax  machines  and  cyber-money? 

Don't  think  for  a  minute  that  prosperity  abroad  doesn't 
help  this  country.  The  top  100  foreign  investments  in  the 
U.S.  generated  $592  billion  in  sales  last  year,  a  4.6% 
increase  over  1995 — well  ahead  of  inflation.  But  U.S. 
multinationals  (see  p.  218)  posted  a  9%  increase  last  year  in 
foreign-generated  revenues. 

The  biggest  investors  here  aren't  Japanese.  They're 
British.  The  44  British  investments  listed  below  posted 
1996  revenues  of  $167  billion,  against  $92  billion  for 
Japanese-owned  U.S.  businesses.  Royal  Dutch/Shell 
Group — a  true  multinational,  with  dual  headquarters  in 
the  U.K.  and  the  Netherlands — generated  $29  billion  in 
sales  through  its  U.S.  subsidiary,  Shell  Oil. 

Last  year  Germans,  fleeing  stagnation  and  the  welfare 
state  at  home,  made  the  biggest  single  new  investments 
in  the  U.S.,  as  Fresenius  AG  paid  an  estimated  $4.2  billion 
to  combine  with  National  Medical  Care,  a  former  sub- 
sidiary of  W.R.  Grace.  The  new  company,  which  has  been 
renamed  Fresenius  Medical  Care,  is  the  world's  largest 
integrated  provider  of  dialysis  services.  And  Munich  Re, 
a  German  reinsurer,  paid  $4  billion  for  American  Re,  one 
of  America's  largest  property  and  casualty  reinsurers. 

Other  large  deals  included  the  acquisition  of  West  Pub- 
lishing by  Canada's  Thomson  Corp.  ($3.4  billion).  Royal 
Ahold  of  the  Netherlands  paid  $2.9  billion  to  acquire 
Stop  &  Shop,  a  northeast  supermarket  chain.  And  Rhone  - 
Poulenc  just  announced  its  intentions  to  acquire  the 
remaining  32%  of  its  U.S.  pharmaceutical  venture  Rhone  - 
Poulenc  Rorer. 

Two  Swiss  outfits,  Ciba-Geigy  and  Sandoz,  merged 
last  December  and  formed  Novartis,  a  pharmaceutical  and 
chemical  giant,  which  is  ranked  1 5  on  our  list.  But  British 
Airways  is  no  longer  listed  in  the  following  table,  because 
it  sold  back  its  stake  in  US  Air  ways  Group.  HI 
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Rank 

Foreign  investor 

Country 

US  investment 

% 

Industry 

Revenue 

Net  income 

Assets 

owned 

($mil) 

($mil) 

($mil) 

1 

Royal  Dutch/Shell  Group* 

Netherlands/UK 

Shell  Oil 

100 

energy,  chemicals 

28,823 

2,021.0 

28,709 

2 

British  Telecommunications* 

UK 

MCI  Communications* 

20 

telecommunications 

18,494 

1,202.0 

22,978 

3 

British  Petroleum* 

UK 

BP  America 

100 

energy 

17,546 

1,197.9 

17,221 

4 

Sony* 

Japan 

Sony  Music  Entertainment 

100 

music  entertainment 

Sony  Pictures  Entertainment 

100 

movies 

15,970 

NA 

12,231 

Sony  Electronics 

100 

consumer  electronics 

5 

Grand  Metropolitan* 

UK 

Burger  King 

100 

fast  food 

9,000 

NA 

NA 

Pillsbury 

1  nn 
1UU 

food  processing 

Heublein 

100 

wines  and  spirits 

6.640E 

NA 

NA 

Other  companies 

100 

wines  and  spirits 

15,640 

6 

Royal  Ahold* 

Netherlands 

Stop  &  Shop 

100 

supermarkets 

5,700 

NA 

NA 

biant  Food  Stores 

100 

supermarkets 

3,647 

NA 

NA 

Tops  Markets 

100 

supermarkets 

2,734 

NA 

NA 

BI-LO 

100 

supermarkets 

2,601 

NA 

NA 

14.682 

7 

Toyota  Motor 

Japan 

Toyota  Motor  Mfg 

100 

automotive 

7.200E 

NA 

NA 

New  United  Motor  Mfg 

50 

automotive 

4.600E 

NA 

NA 

Dsnso * 

Japan 

Denso  International  America 

100 

aiitomntivp  svstpnK 

2,500 

NA 

NA 

14,300 

8 

Matsushita  Electric  Industrial* 

Japan 

Universal  Studios 

20 

entertainment 

6.000E 

67.0 

5,692 

Matsushita  Elec  Corp  America 

100 

electronics 

7,400 

NA 

NA 

13,400 

g 

Pptrnlpns  dp  VpnP7iipla 

Venezuela 

Citgo  Petroleum 

100 

refining,  marketing 

12,969 

127.0 

5,630 

i  n 
1U 

Martla  C  ft  * 

Nestle  iA 

Switzerland 

Mnctlo  MCA 

Nestle  UoM 

1  nn 

food  processing 

Alcon  Laboratories 

100 

pharmaceuticals 

9,581 

NA 

NA 

L'Oreal* 

France 

Cosmair 

100 

cosmetics 

2,000 

NA 

NA 

11,581 

11 

Unilever  NV* 

\J  1 1 1 1  \i  w  \j  I  III 

Npthprlands 

llnilpypr  Plr* 

U  II 1 1 U  V  C  1  III/ 

UK 

Unilever  United  States 

100 

food  processing,  personal  prod  10,900 

NA 

NA 

1  0 

Hoecnst  Ab 

Germany 

Hoechst  Celanese 

chemicals 

6,906 

1  QQ  7 

MA 
INM 

Hoechst  Marion  Roussel 

100 

pharmaceuticals 

2,908 

-85.7 

NA 

Centeon 

50 

pharmaceuticals 

904 

78.4 

NA 

10,718 

13 

Honda  Motor* 

Japan 

Honda  of  America  Mfg 

100 

automotive 

10.500E 

NA 

NA 

14 

Tpnoplmann 

ftprmanv 
uc  i  h  i  a  ii  y 

Great  A&P  Tea* 

54 

supermarkets 

10.089 

73.0 

3,003 

15 

Novartis 

Switzerland 

Novartis  (Uo>) 

1  nn 
1UU 

pharmaceuticals,  chemicals 

7.900E 

MA 

MA 

Yin 

Chiron* 

47 

biotechnology 

1,313 

55.1 

1,689 

Hexcel* 

50 

honeycomb  core 

695 

-19.2 

702 

9,908 

16 

KLM  Royal  Dutch  Airlines* 

Netherlands 

Northwest  Airlines* 

20 

airline 

9,881 

536.1 

8,512 

17 

B.A.T  Industries* 

UK 

Brown  &  Williamson  Tobacco 

100 

tobacco 

3,309 

244.0 

1,744 

Farmers  Group 

100 

insurance 

2,013 

507.9 

12,929 

Imasco 

Canada 

Hardee's  Food  Systems 

100 

fast  food 

4,085 

NA 

686 

9,407 


Note:  Some  foreign  investors  on  the  list  own  U.S.  companies  indirectly  through  companies  in  italics.  *Publicly  traded  in  the  U.S.  in  shares  or  ADRs.  E:  Estimate.  NA:  Not  available. 
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THE  100  LARGEST  FOREIGN  INVESTMENTS  IN  THE  U.S. 


Rank 

Foreign  investor 

Country 

US  investment 

% 
owned 

Industry 

Revenue 
($mil) 

Net  income 
($mil) 

Assets 
(imil) 

18 

Seagram* 

Canada 

Universal  Studios 

80 

entertainment 

6.000E 

67.0 

5,692 

Joseph  E  Seagram  &  Sons 

100 

beverages 

3.350E 

Q  Wl 

J .  J  ou 

-6.0 

13,050 

19 

Delhaize  "Le  Lion" 

Belgium 

Food  Lion* 

26 

supermarkets 

9,006 

206.1 

3,489 

Super  Discount  Markets 

60 

supermarkets 

275 

Q  OQ1 

y.zo  i 

0.3 

NA 

on 

Philips  Electronics  NV* 

wernerianus 

Dnilmc  f  loptrnnipc  W  Amor 
rllllipb  LIcLUUIMLb  IN  Mlllcl 

ctcLuUllll/O 

7  RRR 

PolyGram  NV* 

Netherlands 

PolyGram  (North  America) 

100 

music 

1,306 
9,161 

NA 

1,982 

21 

Bayer  AG* 

Germany 

Bayer  Corp 

100 

health  care,  chemicals 

9,020 

196.7 

9,096 

22 

Siemens  AG* 

Germany 

Siemens  U.S. 

100 

electronics 

8,490 

55.5 

NA 

23 

HVH  HAD* 

AXA-UAr 

France 

Equitable  Cos* 

insurance,  invest  banking 

o  one 

1  00  0 

\LL.L 

100  01  1 

128,811 

24 

BCE* 

Canada 

Jones  Intercable* 

31 

cable  TV 

312 

-62.7 

1,134 

Northern  Telecom  Ltd* 

Canada 

Northern  Telecom  Inc 

100 

telecommunications 

7,401 
7,713 

NA 

4,213 

25 

Rhone-Poulenc  SA* 

France 

Rhone-Poulenc  Rorer* 

68 

pharmaceuticals 

5,421 

473.5 

8,768 

Rhone-Poulenc  Inc 

100 

chemicals,  fibers 

2,133 

NA 

NA 

Primester 

50 

cigarette  filters 

116 

7  con 
/,b/U 

NA 

NA 

26 

Zurich  Insurance  Group* 

Switzerland 

Zurich  Insurance  Group  (US) 

100 

insurance 

6,800 

257.2 

26,600 

Zurich  Reinsurance  Centre* 

66 

insurance 

776 

O  ROC 

/,j/b 

29.3 

2,243 

97 
Li 

AEPnM  Mil* 
AtbUN  NV 

Netherlands 

ACPAM  1 ICA 

AtbUN  UoA 

i  nn 
1UU 

insurance 

A  A  CO 

4,45.5 

07/i  n 
Z/4.U 

o c  noo 
35,938 

Providian  (insurance  operation) 

100 

insurance 

2,584 
7,037 

NA 

23,276 

28 

News  Corp  Ltd* 

Australia 

News  America 

100 

media,  publishing 

6,876 

NA 

10,395 

29 

Bridgestone* 

Japan 

Bridgestone/Firestone 

100 

tire,  rubber 

6,571 

172.0 

NA 

30 

Prudential  Corp  Pic* 

UK 

Jackson  National  Life 

100 

insurance 

6,524 

272.2 

27,357 

31 

ABN  Amro  Holding* 

Netherlands 

ABN  Amro  North  America 
European  American  Bank 

100 
100 

banking 
banking 

^  no.i 

0,UoI 

MA 
HA 

KO.  CC1 
00,001 

Standard  Federal  Bancorp 

100 

thrift 

1,124 

97.2 

15,651 

ABN  Amro  Chicago  Corp 

100 

investment  banking 

260E 

P  A  1  C 

6,415 

NA 

NA 

OZ 

j  odinsoury 

1  \u 
Ul\ 

Giant  Food* 

on 

supermarkets 

J  ,00 1 

Ok  C 
OJ.J 

1  £{\A 

1.DU4 

Shaw's  Supermarkets 

100 

supermarkets 

2,500 
6,381 

NA 

NA 

00 

RACC  AO* 

DAor  flu 

Germany 

DACC  Pnrn 

bAil-  Lorp 

1UU 

chemicals,  plastics 

CO/11 

rno  n 

MA 

NA 

0*r 

IMH  Rrmin* 

mu  ui  uup 

Netherlands 

iiNb  insurance  (U.o.) 

l  nn 
1UU 

insurance 

C  70  1 

MA 
NA 

MA 

NA 

ING  (U.S.)  Funding 

100 

banking 

418 
6,149 

NA 

NA 

35 

SmithKline  Beecham  Pic* 

UK 

SmithKline  Beecham  Corp 

100 

drugs,  consumer  products 

6,067 

NA 

5,537 

36 

Ito-Yokado* 
Seven-Eleven  Japan* 

Japan 
Japan 

Southland* 

65 

convenience  stores 

5,993 

89.5 

2,039 

37 

Henkel* 

flprmanv 

Plnrny  * 

\j  1  UI  UA 

3(1 

hniiQphnlrl  nrnHiir^ 

MUUoCHUlU  UIUUUUlo 

222.1 

2.179 

Henkel  of  America 

100 

chemicals 

2,100 

NA 

2,400 

Ecolab* 

24 

institutional  cleaning 

1,490 
5,808 

113.2 

1,208 

Note:  Some  foreign  investors  on  the  list  own  U.S.  companies  indirectly  through  companies  in  italics.  *Publicly  traded  in  the  U.S.  in  shares  or  ADRs.  E:  Estimate.  NA:  Not  available. 
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Rank 

Foreign  investor 

Country 

OS  investment 

% 
owned 

Industry 

Revenue 
(Smil) 

Net  income 

/t„,n 

($mil) 

Assets 
(Jmil) 

38 

ABB  AB* 
ABB  AG* 

Sweden 
Switzerland 

ADD  Acoo  Drnu/n  Rm/ori 
MOD  Hoca  DlUVrll  DUVcll 

Switzerland 

ADD  \nn 

Add  ImC 

i  fin 
1UU 

electrical  equipment 

3,4(JU 

In  A 

a  onn 

4,yuu 

ABB  Daimler-Benz  Transp  (US) 

50 

rail  systems 

217 
5,617 

NA 

NA 

39 

Nissan  Motor* 

Japan 

Nissan  Motor  Mfg  USA 

100 

automotive 

5,6001 

NA 

NA 

40 

Anglo  Amer  of  S  Africa* 
De  Beers  Centenary 

South  Africa 
Switzerland 

Minor c n  * 
nil  Hut  LU 

I  i  ivo m  Kn 1 1  r n 
LUXcllluULllg 

Engelhard* 

metals 

q  1  on 
J, 184 

i  i;n  a 
15U.4 

9  A  QA 

Terra  Industries* 

57 

agribusiness 

2,265 

5,449 

134.0 

1,969 

41 

Glaxo  Wellcome  Pic* 

UK 

Glaxo  Wellcome  Inc 

100 

pharmaceuticals 

5,447 

NA 

NA 

42 

Daimler-Benz* 

Germany 

Freightliner 

100 

automotive 

4,800 

NA 

NA 

Siliconix* 

80 

semiconductors 

269 

26.0 

239 

ABB  Daimler-Benz  Transp  (US) 

50 

rail  systems 

217 

NA 

NA 

CMS 

100 

aerospace 

72 
5,358 

NA 

NA 

43 

Allianz  AG 

Germany 

Fireman's  Fund 

100 

insurance 

3,856 

226.0 

16,591 

Allianz  Life 

100 

insurance 

1,124 

101.0 

15,658 

Allianz  Insurance 

11)0 

insurance 

164 

lb.0 

1  CIA 

1,5/4 

Jefferson  Insurance 

100 

insurance 

116 
5,260 

8.0 

402 

44 

Electrolux* 

Sweden 

White  Consolidated  Inds 

100 

appliances 

4,864 

NA 

NA 

45 

Roche  Holding* 

Switzerland 

Hoffmann-La  Roche 
oyntex  (UoA) 

100 
luu 

drugs,  chemicals 
pharmaceuticals 

3,906 

NA 

NA 

Genentech* 

66 

biotechnology 

905 
4,811 

118.3 

2,226 

40 

DTD  Din* 

Bin  rlC 

DTD  [\  IQ\ 
D 1 K  (Uo) 

i  nn 

1UU 

construction,  controls 

a  nn 
4,  /  lU 

MA 

MA 
liA 

47 

Fujitsu  Ltd* 

Japan 

Fujitsu  (US) 

100 

electronics 

2,900 

NA 

NA 

Amdahl* 

43 

computer  systems 

1,632 

4,30/ 

-326.7 

1,596 

48 

Total  SA* 

France 

Total  America  Inc 

100 

chemicals,  energy 

1,670 

96.0 

1,220 

Total  Petroleum  (N  A)* 

Canada 

Total  Petroleum  Inc 

100 

energy 

2,614 
4,284 

-5.4 

1,268 

49 

Saint-Gobain 

France 

CertainTeed 

Ball  Foster  Glass  Container 
Norton 

100 
100 
100 

building  materials 
glass  containers 
ceramics,  abrasives 

1,533 
1,460 
1,229 
4,222 

NA 
NA 
NA 

NA 
NA 
NA 

50 

Robert  Bosch  GmbH 

Germany 

Robert  Bosch  Corp 

100 

auto  parts,  machinery 

3,011 

11.3 

2,392 

C    D  Dmiinr  Tnnl 

o-d  rower  iooi 

1UU 

power  tools 

ODD 

DO.l 

MA 

Vermont  American 

50 

garden  tools 

530 
4,196 

22.6 

NA 

51 

Thomson  Corp 

Canada 

Thomson  US  Holdings 

100 

publishing 

4,109 

NA 

10,055 

52 

Imperial  Chemical 
Industries* 

UK 

ICI  American  Holdings 
ICI  Explosives  USA 

100 
100 

coatings,  chemicals 
explosives 

4,100 

NA 

NA 

53 

PetroFina* 

Belgium 

Fina* 

86 

energy 

4,081 

153.2 

2,856 

54 

Fortis  AMEV* 
Fortis  AG 

Netherlands 
Belgium 

Fortis  Inc 

100 

insurance 

4,071 

NA 

9.145 

Note:  Some  foreign  investors  on  the  list  own  U.S.  companies  indirectly  through  companies  in  italics.  "Publicly  traded  in  the  U.S.  In  shares  or  ADRs  E:  Estimate.  NA:  Not  available 
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THE  100  LARGEST  FOREIGN  INVESTMENTS  IN  THE  U.S. 


Rank 

Foreign  investor 

Country 

US  investment 

% 
owned 

Industry 

Revenue 
($mil) 

Net  income 
($mil) 

Assets 
($mil) 

55 

RWE* 

Germany 

Consol  Energy 

Cindea  Vista 

Heidelberg  Harris 

REP  Environmental  Processes 

50 
100 
100 
100 

coal  mining 
chemicals 

industrial  machinery 
environmental  consulting 

2,400 
967 
400 
126 

3,893 

NA 
NA 
NA 
NA 

3,900 
NA 
NA 
NA 

Ju 

ThnrrKfin  ^fl 

1  HUMIoUII  v>M 

France 

Thomson  Multimedia 

100 

consumer  electronics 

3,700 

NA 

NA 

56 

Fuji  Heavy  Industries* 
Isuzu  Motors" 

Japan 
Japan 

Subaru-lsuzu  Automotive 

100 

automotive 

3.700E 

NA 

NA 

58 

Bertelsmann  AG 

Germany 

Bertelsmann  USA 

100 

printing,  publishing 

3,601 

NA 

NA 

59 

Pechiney 

Pechiney  International 

France 
France 

American  National  Can 
Other  companies 

100 
100 

packaging 
metals  distribution 

3,179 
370E 
3,549 

NA 
NA 

4,210 
NA 

60 

Deutsche  Bank 

Germany 

Deutsche  Bank  North  America 

100 

financial  services 

3,433 

NA 

40,944 

61 

Jefferson  Smurfit  Group* 
Smurfit  International 

Ireland 
Netherlands 

Jefferson  Smurfit  Corp* 

47 

paper,  packaging 

3,410 

117.0 

2,688 

62 

Edmond  J  Safra 
Saban 

Switzerland 
Switzerland 

Republic  New  York* 

28 

banking 

3,279 

418.8 

52,299 

63 

Brascan* 
Noranda 

Trilon  Financial 

Canada 
Canada 

Canada 

Noranda  Aluminum  100 
Noranda  Mining  and  Exploration  100 
Noranda  Forest  66 
Trilon  Financial  (US)  100 

aluminum 
mining 

paper,  lumber 
financial  services 

1,583 

733 
953 
3,269 

NA 

NA 
NA 

1,091 

623 
2,761 

64 

Elf  Aquitaine* 
Sanofi 

France 
France 

Elf  Aquitaine  Inc 
Sanofi  Inc 

100 
100 

hydrocarbons,  chemicals 
health,  beauty  products 

3,221 

NA 

3,979 

65 

Tomkins* 

UK 

Murray 

Smith  &  Wesson 
Tomkins  Industries 
Gates  Rubber 
Stant 

100 
100 
100 
100 
100 

lawn  mowers,  bicycles 
handguns,  handcuffs 
industrial,  consumer  prods 
industrial  belts,  hoses 
windshield  wipers 

2,500 

657 
3,157 

NA 

21.4 

NA 

582 

66 

Mitsubishi  Motors 

Japan 

Mitsubishi  Motor  Mfg 

100 

automotive 

3.100E 

NA 

NA 

67 

Manufacturers  Life  Insurance 

Canada 

Manufacturers  Life  Ins  (US) 

100 

insurance 

3,043 

NA 

16,097 

68 

Michael  Otto 

Germany 

Spiegel* 

88 

catalog  retailing 

3,015 

-13.4 

1,946 

69 

Credit  Suisse  Group* 

Switzerland 

Credit  Suisse  First  Boston  Inc 

100 

banking 

2,989 

NA 

163,600 

70 

Sobey  Parties 

Canada 

Hannaford  Brothers* 

26 

food  distribution 

2,958 

75.2 

1,184 

71 

NKK  Corp* 

Japan 

National  Steel* 

67 

steel 

2,954 

44.6 

2,547 

72 

Hanson* 

UK 

Cornerstone  Construction 
Grove  Worldwide 
Koppers  Industries 

100 
100 

32 

aggregates,  cement 
hydraulic  cranes 
carbon  compounds 

1,547 
816 
589 

2,952 

NA 
NA 

14.1 

NA 
NA 

411 

73 

Sun  Life  Assurance  Co 
of  Canada 

Canada 

Sun  Life's  US  subsidiaries 
Sun  Life  of  Canada  (US) 

100 
100 

insurance 
insurance 

2,944 

NA 

19,644 

74 

Power  Financial 
Great-West  Lifeco 

Canada 
Canada 

Great-West  Life  Assurance  (US) 

100 

insurance 

2,913 

133.2 

19,919 

75 

Tate  &  Lyle* 

UK 

AE  Staley  Manufacturing 
Domino  Sugar 
PM  Ag  Products 
Other  companies 

90 
100 
100 
100 

food  distrib,  processing 
sugar  refining 
animal  feeds,  molasses 
sugar  processing 

2,904 

NA 

NA 

Note:  Some  foreign  investors  on  the  list  own  U.S.  companies  indirectly  through  companies  in  italics.  "Publicly  traded  in  the  U.S.  in  shares  or  ADRs.  E:  Estimate.  NA:  Not  available. 
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One  of  them  is  money. 


The  other  is  information.  Because  no  bank  moves 
a  single  dime  without  it.  And  helping  clients  manage 
information— not  just  process  it— is  what  Unisys  does 
best.  That's  why  Unisys  is  the  choice  of  the  world's 
most  intensive  users  of  information— including  41 
of  the  top  50  banks.  Our  solutions  help  clients  with 
everything  from  stopping  check  forgeries  to  integrat- 
ing global  networks.  And  our  consultants  help 


businesses  uncover  revenue  potential  hiding  in 
customer  data.  It's  all  part  of  information  manage- 
ment—our way  of  helping  you  use  information  as  an 
asset  to  gain  competitive  advantage.  Call  for  details 
and  learn  what  clients  like  Union  Bank  of  Switzerland 
learned.  When  it  takes  information  to  run  your  busi- 
ness, it  takes  Unisys  to  help  you  run  it  better. 
www.unisys.com  or  1-800-874-8647.  ext.  222 


UNISYS 


When  information  is  everything. 


THE  100  LARGEST  FOREIGN  INVESTMENTS  IN  THE  U.S. 


Rank 

Foreign  investor 

Country 

US  investment 

% 
owned 

Industry 

Revenue 
($mil) 

Net  income 
($mil) 

Assets 
($mil) 

76 

Volvo* 

Sweden 

Volvo  GM  Heavy  Truck 

Volvo  Construction  Equip  (N  A) 

87 
100 

automotive 
automotive 

1,300 

NA 

NA 

Volvo  Aero 

100 

commercial  engine  services 

1,600 

NA 

NA 

Volvo  Penta  of  the  Americas 

1UU 

marine/industrial  engines 

2,900 

76 

Zeneca  Group  Pic* 

UK 

Zeneca  Inc 

100 

drugs,  agrochemicals 

2,900 

NA 

NA 

78 

Bank  of  Tokyo-Mitsubishi  Ltd* 

Japan 

UnionBanCal* 

81 

banking 

2,346 

249.5 

29,234 

Bank  of  Tokyo-Mitsubishi  Trust 

1UU 

banking 

C/10 

2,888 

C 1  c 

bl.b 

7  1  CO 

79 

Alcan  Aluminium  Ltd* 

Canada 

Alcan  Aluminum  Corp 

100 

aluminum 

2,871 

70.0 

1,820 

^UanHia  Inciiranpp 

OrVdllUld  IlloUl  ailUG 

OWCUGI 1 

Ampriran  "skandia 

100 

inciiranrp 

2,860 

NA 

7,881 

81 

Akzo  Nobel  NV* 

Netherlands 

Akzo  Nobel  Inc 

100 

chemicals,  coatings 

2,797 

NA 

2,402 

82 

Dalgety 

UK 

Martin-Brower  Co 

100 

food  distribution 

2,578 

NA 

NA 

Pig  Improvement 

10U 

pig  breeding 

ICO 

lbs 
2,736 

M  A 

NA 

MA 

NA 

83 

Siebe  Pic* 

UK 

Siebe  Inc 

100 

controls 

2,728 

NA 

NA 

84 

General  Electric  Pic* 

UK 

Picker  International 

AD  n;«L 

AB  Dick 

Other  companies 

100 

100 

100 

medical  equipment 

office  equipment 

elec  system  &  components 

o  una 

2,695 

M  A 

NA 

M  A 

NA 

85 

General  Accident  Pic 

UK 

Genl  Accident  Corp  of  America 

100 

insurance 

2,632 

286.0 

7,046 

86 

Snecma 

France 

CFM  International 

50 

aviation 

2,574 

2.9 

981 

87 

Cnmmprrial  Union  Plr 

uuiiiiKbi  i/iai  viliull  1  lb 

UK 

Cnmmprrial  llninn  Corn 

100 

inQiiranrp 
1 1 1  j  L,  1 1. 1 1 1 1_.  i_ 

2,373 

68.8 

7,943 

88 

Degussa  AG 

Germany 

Degussa  Corp 

100 

chemicals,  precious  metals 

2,334 

49.4 

780 

89 

Broken  Hill  Proprietary* 

Australia 

BHP  Petroleum  (Americas) 

100 

energy 

BHP  Minerals 

100 

mining 

2,318 

NA 

4,690 

BHP  Copper 

100 

mining 

90 

Schneider 

France 

^niiarp  D 

100 

plprtriral  pniiinmpnt 

■      1    III!    .1      1    1  |  1  1  1  |  '  1  .  1  '    1  1 

2,309 

NA 

NA 

91 

Fresenius  Medical  Care  AG* 

Germany 

Fresenius  Natl  Medical  Care 

100 

dialysis  products 

2,245 

NA 

4,596 

92 

Compart 

Italy 

Montedison* 

Italy 

Central  Soya 

100 

food  processing 

1,651 

31.7 

831 

Ceristar  USA 

100 

starch  and  derivatives 

439 

-49.2 

683 

Ausimont  USA 

100 

specialty  chemicals 

140 
2,230 

9.6 

272 

93 

Renaultt 

France 

Mack  Trucks 

100 

automotive 

2,140 

NA 

NA 

94 

Schlumberger  Ltd* 

Neth  Antilles 

Schlumberger  (US) 

100 

oilfield  services 

2,103 

NA 

2,249 

95 

Munich  Re 

Germany 

American  Re 

100 

insurance 

2,097 

111.7 

8,404 

96 

Energy  Group* 

UK 

Peabody  Holding 

99 

coal 

2,031 

NA 

4,260 

97 

Mazda  Motor 

Japan 

AutoAlliance  International 

100 

automotive 

2.000E 

NA 

NA 

98 

GRS  Holding 

UK 

AT&T  Capital 

97 

financial  services 

1,952 

168.5 

8,093 

99 

Royal  &  SunAlliance  Instance 

UK 

Royal  &  SunAlliance  USA 

100 

insurance 

1,929 

85.7 

7,543 

100 

HSBC  Holdings* 

UK 

HSBC  Americas 

100 

banking 

1,923 

380.2 

23,630 

Note:  Some  foreign  investors  on  the  list  o  ,  mies  indirectly  through  companies  in  italics.  "Publicly  traded  in  the  U.S.  in  shares  or  ADRs.  tAvailable  in  the  U.S.  to  large  institutional 

investors.  E:  Estimate.  NA:  Not  available. 
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ADVERTISEMENT 


Dealerscope  Consumer  Electronics  Marketplace 

Products  of  the  Month 


NEC  AMERICA 

TalkTime®  MAX™  960  Series 
Cellular  Phone 

NEC  America,  Inc.  releases 
its  TalkTime®  MAX™  960,  the 
finest  in  the  TalkTime  MAX 
Series  this  summer.  This  new 
alphanumeric  phone  is  compact 
(5.8  inches)  and  lightweight 
(7.8  ounces),  yet  maintains  the 
same  durability  and  quality  of 
larger  phones.  In  addition,  the 
TalkTime  MAX  960  phone  offers 
one  of  the  longest  talk  times 
(135  minutes)  available  in  its 
size  For  more  information  about 
the  TalkTime  MAX  960,  and  other 
cellular  products  available 
from  NEC  America,  Inc.,  please 
contact  a  sales  representative 
at  1-800-CALL-NMI 


MITSUBISHI 

G100  Mitsubishi  Wireless 

The  GlOO  from  Mitsubishi 
Wireless  is  the  new  way  to  go 
wireless  —  PCS  wireless.  The  PCS 
is  advanced  technology  for  wire- 
less phones  that  lets  you  screen 
calls,  receive  voice  mails,  and 
send  and  receive  short  messages. 
Sleek  and  a  mere  5. 1  ounces,  the 
GlOO  will  fit  comfortably  in  a 
pocket  or  purse.  And  its  flip-style 
design  protects  tne  keypad. 
Special  features  include  a  NiMH 
battery  for  long  talk  and  standby 
times,  and  a  unique  Express  Key 
that  allows  you  to  easily  navigate 
through  the  function  menu  and 
provides  quick  and  easy  access  to 
memory  features.  For  more 
information  call  (770)-638-2 100. 


FEDCO  ELECTRONICS,  INC. 
Energy*  Brand  Laptop 
Batteries 

Fedco  Electronics  is 
pleased  to  announce 
their  new  Energy+  brand 
name  for  their  laptop  and 
notebook  batteries.  Fedco 
Electronics,  Inc.  is  the  leading  supplier  of  replacement 
batteries  to  the  computer  industry.  Consumers  may 
purchase  Energy+  brand  laptop  batteries  from 
l -800- BATTERIES  ( l -800-228-8374)  or  BATTERIES  PLUS 
(l -800-677-8278). 


NEC 

MessageMaker™  I, 
MessageMaker  II, 
MessageMaker  III 
Numeric  Pagers 

NEC's  MessageMaker 
pagers  are  a  dynamic 
new  series  of  front 
display  numeric 
pagers  with  three 
contemporary  case  designs  Choose  from  three  models  — 
basic,  mid-range,  and  ultimately,  high-end  with  numeric 
capabilities.  These  exciting  pagers  offer  features  such  as 
communications  icons,  alarm  clock  and  timer,  message 
protection/deletion  and  much  more.  For  more  information, 
call  I -800-42 1 -2 1 4 1 


DEALERSCOPE 


CONSUMER  ELECTRONICS  MARKETPLACE  J 


EXCELLENCEJ 


% 


For  CE,  PC  and  Major  Appliance  Retailers 

Editorial  Offices:  •  401  North  Broad  Street  •  Philadelphia,  PA  19108  •  (215)  238-5300  •  www.dealerscopc.com 


100  U.S.  TRADED  FOREIGN  STOCKS 


Wall  Street  is  a  handy  place  for  foreign  companies  looking  to  raise  money. 
As  a  result,  U.S.  investors  have  an  ever-growing  choice  of  ADRs  available. 

The  world  of  ADRs 


By  Robert  J.  Sherwood 

Foreign  corporations  are  raising  huge 
amounts  of  new  capital  on  Wall  Street, 
a   record   $19.5   billion  through 
depositary  receipt  offerings  in  the 
U.S.  and  Europe  last  year. 

The  richest  foreign  offerings  in 
the  U.S.  were  from  the  privatiza- 
tion of  state-controlled  enter- 
prises— particularly  telephone 
companies.  Example:  Deutsche 
Telekom     (see    table),  the 
German  telecommunications 
giant. 

Russian  entrepre 
neurs  are  getting  into 
the  ADR  act.  Vimpe 
Communications,  a 
Moscow-based  cel- 
lular phone  com- 
pany (1996  rev- 
enues, $213 
million), 
became  the 
first  Russian 
ADR  to  appear 
on  the  New  York 
Stock  Exchange 

when  a  $127  million  U.S.  offering  was  marketed  last 
November.  (An  earlier  U.S.  offering  of  Russia's  Gazprom 
was  in  the  form  of  144A  adrs,  which  can  be  purchased 


only  by  professional  money  managers 
and  well-heeled  individuals.) 

Kenneth  A.  Lopian, 
senior  vice  presi- 
dent of  the  Bank 
of  New  York's 
depositary  receipt 
division,  predicts 
there  will  be  an  offering 
ater  this  year  of 
Russia's  Rostelecom. 
Michel  Hanigan, 
i  the  head  of  ADR 
I  research  with  SBC 
Warburg,  likes  the 
prospects  of  ADRs 
from  established 
Asian  firms  such 
as  Japan's  Sony 
Corp.  and  Indo- 
sat,  an  Indonesian 
telecommunica- 
tions company. 
American  Depositary 
Receipts  are  negotiable  certificates 
representing  a  package  of  the  actual  foreign  shares  that 
are  held  in  custody  in  a  bank.  For  example,  one  Broken 
Hill  Proprietary  ADR  represents  two  local  Australian 
shares.  Dividends  are  collected  by  a  custodian  and  dis- 
tributed to  the  depositary  bank. 


Exch 

Company/business 

Country 

ADR 

% 

—EPS  

P/E 

Yield 

Ordinary 

price 

change 

1996 

1997E 

1997E 

(%) 

shares 

($US) 

1  year 

($) 

($) 

per  ADR 

0 

ABB  Group/elec  &  electronics 

Switzerland 

\ZVA 

14.7 

6.91 

7.05 

19.5 

;  2.0 

0.10 

n 

ABN-Amro  Holding/banking 

Netherlands 

18  Vi 

33.9 

1.38 

\  1.32 

14.0 

3.0 

1.00 

n 

Ahold/retailing 

Netherlands 

76 

41.4 

2.55 

2.72 

28.0 

\  0.7 

1.00 

q 

Akzo  Nobel  Group/chemicals 

Netherlands 

66% 

9.9 

5.50 

5.38 

j  12.4 

2.9 

0.50 

n 

Alcatel  Alsthom/elec  &  electronics 

France 

2154. 

18.8  | 

0.68 

0.84 

25.9 

|  1.6 

0.20 

n 

Astra/personal  care 

Sweden 

40/4 

-10.7 

2.29 

0.85 

j  47.2 

1  "if 

1.00 

n 

Autoliv/auto  supplies 

;  Sweden 

!  37^ 

29.0 

1.72 

1.86 

19.0 

1.0 

1.00 

a 

B.A.T  Industries/multi-industry 

UK 

18 

;  12.1 

1.52 

1.67 

10.7  ' 

i  5.4 

2.00 

n 

Bank  of  Tokyo-Mitsubishi/banking 

Japan 

\  17% 

-26.5 

0.08 

0.13 

NM 

0.4 

1.00 

n 

Barclays/banking 

UK 

iv/% 

66.6 

6.52 

6.92 

11.3 

j  3.3 

4.00 

...< 


Prices  as  of  May  30.  a.  American  Stock  Exchange,  n:  New  York  Stock  Exchange.  0:  Over-the-counter.  q:  Nasdaq.  E:  Estimate.  NM:  Not  meaningful. 
Sources:  The  Bank  of  New  York;  IBES  Express;  Morgan  Stanley  Capital  International  via  OneSource  Information  Services;  Forbes. 
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The  advantages  of  adrs  are  many:  There  are  no  cur- 
rency conversion  fees  and  no  minimum  purchase  require- 
ments, for  example.  Among  the  prominent  sponsors  of 
ADRs  are  the  Bank  of  New  York,  Morgan  Guaranty  Trust 
and  Citibank. 

Nearly  1,800  adrs  are  now  available  to  investors  in  the 


U.S.  Of  these,  1,480  are  sponsored,  which  means  that 
the  company  has  appointed  a  bank  as  the  exclusive  issuer 
of  its  depositary  receipts.  The  other  300-plus  are  unspon- 
sored.  The  following  table  lists  100  of  the  most  promi- 
nent sponsored  and  unsponsored  American  Depositary 
Receipts.  H 


Exch 

Company/business 

Country 

ADR 

% 

EPS 

P/E 

Yield 

Ordinary 

price 

change 

1  QQ7C 

1997E 

(%) 

shares 

(tusi 

1  yggr 

($) 

($) 

nor  AHR 
pel  nun 

:  0 

■  BASF  Group/chemicals 

Germany 

36% 

30.7 

3.00 

2.83 

13.0 

I   3.9  j 

1.00 

:  n 

Bass/leisure 

UK 

26 

3.0 

1.54 

1.82 

14.3 

3.9 

2.00 

!  o 

Bayer  Group/chemicals 

Germany 

38% 

15.9 

2.56 

2.41 

16.1 

3.7 

1.00 

•  n 

Benetton/textiles,  apparel 

Italy 

27% 

13.3 

1 

i .  /  j 

1  87 

1  .o  / 

14.8 

i  2.1 

2.00 

n 

DP/nt  ilitioc 
DU/UUMllco 

JO  78 

1 1  Q 

13.3 

4  70 

7  AO 

1/1  n 
14. u 

'•11 

1U.UU 

n 

British  Airways/airline 

UK 

116^8 

34.3 

8.80 

9.10 

12.8 

\   2.6  : 

10.00 

n 

British  Petroleum/energy 

UK 

142/2 

38.1 

8.64 

9.36 

15.2 

i  3.6 

12.00 

n 

British  Steel/metals-steel 

UK 

247/s 

-5.6 

2.40 

1.40 

17.8 

8.6 

10.00 

n 

British  Telecom/telecomm 

UK 

72% 

32.2 

5.20 

5.70 

12.8 

5.6 

10.00 

n 

Rrntron  U ill  DrnnriotQrw/einorfTw 

DruneN  niM  rrupricidry/cficigy 

A  1 1 ctr 1 1 1 1 

Musuaiia 

—4.0 

1.28 

1.50 

iy.o 

9  7 

9  nn 

■  n 

Cable  &  Wireless/telecomm 

UK 

24  Yi 

19.1 

1.44 

1.53 

16.1 

\   2.8  ! 

3.00 

j  n 

Cadbury  Schweppes/bev  &  tobacco 

UK 

35  Vi 

19.6 

2.12 

2.44 

14.7 

I   3.8  ! 

4.00 

1  1 

Canon/data  processing 

Japan 

1267/8 

29.4 

4.90 

5.20 

24.4 

|  0.5 

5.00 

i  ° 

Cathay  Pacific  Airways/airline 

Hong  Kong 

7% 

-20.3 

0.77 

0.93 

7.9 

I  4.6 

5.00 

0 

■  nliQiinn  U ft n n  1  r o  j  aetata 

■  uneung  ftong/reai  esiaie 

Nnnrr  Itnnn 

nuiig  rvuiig 

1  nVo 

1U  /8 

4o.D 

0.71 

0.91 

1 1  K 

1  7 

i  nn 

1  .uu 

•  0 

■  China  Light  &  Power/utilities 

Hong  Kong 

5% 

9.1 

0.31 

0.39 

13.3 

\  3.5 

1.00 

n 

Coca-Cola  Femsa/bev  &  tobacco 

Mexico 

40% 

39.8 

1.39 

1.52 

26.6 

1,0 

10.00 

n 

Coles  Myer/retailing 

Australia 

37  % 

27.5 

1.44 

1.76 

21.2 

j  3.6 

8.00 

i  n 

Daimler-Benz  Group/automobiles 

Germany 

77  % 

40.8 

3.56 

3.49 

22.1 

i  1.2 

1.00 

0 

UcUldUIIC  Ddllft  ul  UU|J/ UdllKlllg 

Vjclllldlly 

J  J  72 

18  1 

10.1 

2.82 

2.91 

i  j.  i 

9  7 

i  nn 

1  .uu 

n 

Deutsche  Telekom/telecomm 

Germany 

22  Vi 

3.3* 

0.55 

1.09 

20.4 

\   2.3  ; 

1.00 

n 

Elan/pharmaceuticals 

Ireland 

403/i 

29.9 

1.26 

1.62 

25.2 

i  0.0 

1.00 

1  1 

Electrolux  Group/appliances 

Sweden 

59% 

16.9 

3.77 

3.44 

17.3 

\   2.7  ! 

1.00 

n 

Elf  Aquitaine  Group/energy 

France 

50 

38.0 

2.54 

2.85 

17.6 

3.6 

0.50 

n 

tllucbd  uiuup/uuiiueb 

\j  1 1 II  c 

7fi% 

C  1 .0 

5.01 

4.53 

17  1 

9  5 

i  nn 

1  -UU 

n 

ENI/energy 

Italy 

50% 

4.6 

3.60 

3.70 

13.5 

\   2.8  j 

10.00 

i  n 

Fiat  Group/automobiles 

Italy 

16/2 

-6.4 

1.55 

1.00 

16.5 

;  1.8 

5.00 

;  1 

■  Fuji  Photo  Film/leisure  goods 

Japan 

38% 

24.9 

1.4/ 

1  EC 

l.bb 

24.9 

0.5 

1.00 

n 

Glaxo  Wellcome/personal  care 

UK 

40% 

53.5 

1.78 

1.82 

22.0 

3.4 

2.00 

n 

Grand  Metropolitan/food,  household  prods 

iix 

37  V, 

0/74 

38  n 

00. u 

0.16 

2.08 

1 7  9 

O.J 

a  nn 

0 

Groupe  Danone/food,  household  prods 

France 

30  Vt 

3.0 

1.86 

1.74 

17.3 

29 

0.20 

0 

Groupe  Havas/services 

France 

16% 

-21.1 

0.76 

0.85 

28.2 

:  1.0 

0.25 

n 

Gucci  Group/textiles,  apparel 

Netherlands 

693/4 

3.3 

2.76 

3.38 

20.6 

5.5 

1.00 

n 

Hitachi/elec  &  electronics 

Japan 

108% 

17.3 

2.13 

2.74 

38.9 

;  0.9 

10.00 

I  n 

Honda  Motor/automobiles 

Japan 

58% 

111 

4.04 

4.38 

13.4 

;  0.4 

2.00 

n 

Hong  Kong  Telecom/telecomm 

Hong  Kong 

22% 

''  23.6 

1.26 

1.40 

16.4 

\   4.3  : 

10.00 

0 

■  Hutchison  Whampoa/multi-industry 

Hong  Kong 

41% 

29.5 

2.15 

1.99 

20.9 

i   2.3  \ 

5.00 

n 

IMI  Group/banking 

Italy 

53% 

0.9 

2.13 

2.04 

26.2 

3.7 

3.00 

n 

Imperial  Chemical  Inds/chemicals 

UK 

26  K 

9.6 

2.37 

2.60 

20.5 

4.9 

4.00 

n 

Indosat/telecomm 

Indonesia 

29% 

-12.8 

1.97 

2.05 

14.6 

j   2.3  : 

10.00 

1  q 

Ito-Yokado/retalling 

Japan 

228% 

0.7 

6.56 

6.56 

34.8 

j  0.5 

4.00 

0 

Jardine  Matheson  Holdings/multi-industry 

Hong  Kong 

9% 

25.4 

0.52 

0.84 

11.6 

i  2.6 

1.00 

q 

■  Kirin  Brewery/bev  &  tobacco 

Japan 

987/s 

-20.2 

3.00 

2.70 

36.6 

1.0 

10.00 

n 

KLM/airline 

Netherlands 

287/s 

-19.1 

1.73 

2.67 

10.8 

1.8 

1.00 

o 

Komatsu/machinery  &  eng 

Japan 

30% 

-20.6 

0.64 

0.76 

40.1 

j  0.9 

4.00 

Pnces  as  of  May  30.  ■  Nonsponsored  American  Depositary  Receipt.  *Price  change  less  than  12  months,  a:  American  Stock  Exchange,  n:  New  York  Stock  Exchange.  0:  Over-the-counter.  q:  Nasdaq. 
E:  Estimate. 

Sources-.  The  Bank  of  New  York;  IBES  Express;  Morgan  Stanley  Capital  International  via  OneSource  Information  Services;  Forbes. 
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100  U.S.  TRADED  FOREIGH  STOCKS 


Exch 

Company/business 

Country 

ADR 

price 
($US) 

% 
change 
1  year 

1996 

(5) 

EPS 

1997E 

(♦) 

P/E 
1997E 

Yield 

(%) 

Ordinary 
shares 
per  ADR 

n 

Kyocera/electronic  comp 

Japan 

M% 

51 

4.32 

j  6.14 

:  23.5 

f  0.7 

2.00 

0 

■  L'Oreal  Group/personal  care 

France 

72  Vt 

19.1 

2.02 

2.19 

33.1 

|  1.0 

0.20 

q 

LM  Ericsson/elec  &  electronics 

Sweden 

0  C  1/ 

35/8 

1    1  fi 

1.1U 

1   1  C 

on  c 

u.y 

l.UU 

n 

LucasVarity/industrial  comp 

UK 

0  1  V 

01  74 

10  7* 

1  1  n 
1.1U 

Z./U 

11./ 

1  c 
l.b 

1  n  nn 
1U.UU 

q 

LVMH  Group/leisure  goods 

France 

A  0  1/. 
48  71 

n  0 

1  cc 

1  QO 
1.00 

9C  £ 

:     n  n 
L.L 

n  on 

q 

Macronix  International/elec  &  electronics 

Taiwan 

18% 

57.1 

1.42 

0.95 

20.0 

0.0 

10.00 

q 

Makita/elec  &  electronics 

Japan 

14% 

-6.6 

0.42 

0.49 

29.9 

1.0 

1.00 

n 

Matsushita  Electric  lnd!/appliances 

Japan 

1  00  V 

188% 

n  c 
9.5 

C  Af\ 

5.4U 

c  on 
b.2U 

on  a 

n  c 
U.b 

1  n  nn 
1U.UU 

n 

Natl  Australia  Bank/banking 

Australia 

71% 

CO  7 

52./ 

c  cn 
D.bU 

c  nn 

b.00 

1 1  n 
11.9 

A  C 

4.b 

c  nn 
b.UU 

n 

National  Westminster  Bank/banking 

UK 

IS  Ya 

oc  n 
2b. y 

01c 
2.1b 

7  no 
/.02 

1  n  a 
1U.4 

A  0 

4.0 

c  nn 
b.UU 

n 

NEC/elec  &  electronics 

Japan 

69% 

26.6 

2.30 

j  2.35 

29.6 

I  0.7 

5.00 

0 

Nestle/food,  household  products 

Switzerland 

62/4 

10.4 

3.50 

3.48 

17.9 

1  J$ 

0.05 

n 

News  Corp/media 

Australia 

1  7  3/. 
1/74 

0 1  0 

u.yb 

1  OQ 
1./.0 

1  0  Q 

1  s.o 

n  c 

a  nn 
4.UU 

0 

Nintendo/videogames 

Japan 

in  1/ 
10/8 

C  7 
0./ 

n  co 
U.5o 

n  cc 
:  0.55 

1  0  A 
l0.4 

1  n 
l.U 

n  1  0 
U.lo 

q 

Nissan  Motor/automobiles 

Japan 

13/4 

1(1  c 

-19.0 

n  ci 

0.54 

n  cn 

O.bO 

:          00  1 

22.1 

n  n 

u.y 

0  nn 
2.UU 

n 

Norsk  Hydro/energy 

Norway 

50% 

5.2 

4.07 

3.81 

13.1 

;  2.0 

1.00 

n 

Novo  Nordisk/pharmaceuticals 

Denmark 

54% 

58.5 

4.13 

\  2.15 

25.0 

0.5 

0.50 

q 

Pacific  Dunlop/multi-industry 

Australia 

111/. 

11/8 

00  A 

23.4 

n  ah 
-U.4U 

n  cc 
U.Ob 

in  n 

iy.y 

0  Q 

0.0 

a  nn 
4.UU 

0 

PetroFina/energy 

Belgium 

0  C  1/ 

JO  rt 

1  0  A 
18.4 

0  00 

2.20 

0  1 0 
IAS 

1  c  c 
lb.  3 

0  0 

S.L 

n  1  n 
U.1U 

n 

Philips  Group/appliances 

Netherlands 

54% 

C  A  0 

54.2 

1  no 

-1.03 

0/17 

3.4/ 

1  c  0 
15.0 

1  c 
1.5 

1  nn 
l.UU 

n 

Pioneer  Electronic/appliances 

Japan 

24% 

11.3 

0.12 

0.42 

NM 

1  02 

1.00 

n 

Portugal  Telecom/telecomm 

Portugal 

38% 

59.6 

1.87 

!  2.05 

18.7 

\  2.1 

1.00 

n 

Quilmes  Industrial/bev  &  tobacco 

Luxembourg 

113/ 
ll  74 

n  n 
U.U 

n  c7 
U.5/ 

n  70 
U./2 

1 0  0 
iAy 

n  n 
U.U 

1  nn 
l.UU 

q 

Rank  Group/leisure 

UK 

14  Vs 

-13.4 

n  7  c 

0./5 

n  00 

1  c  n 
Ib.U 

7  7 
/./ 

0  nn 
£.UU 

n 

Repsol/energy 

Spain 

41% 

22.2 

3.13 

:        0  ni 

2.91 

1/1/1 
14.4 

0  n 
O.U 

i  nn 
l.UU 

q 

Reuters  Holdings/media 

UK 

68% 

j  -1.6 

2.93 

3.18 

21.5 

!  2-1 

6.00 

n 

Royal  Dutch/Shell  Group/energy 

Netherlands/UK 

193  & 

27.2 

10.60 

9.58 

20.2 

|  2.8 

1.00 

n 

SGL  Carbon/chemicals 

Germany 

49  Vn 

34.0* 

1.99 

2.09 

23.1 

n  n 
O.U 

n  00 
U.OO 

n 

Shanghai  Petrochemical/chemicals 

China 

24  Vn 

—11.8 

1  on 

1.80 

1  70 

Mi 

1  A  1 

14.1 

c  n 
b.U 

1  nn  nn 
1UU.UU 

n 

SmithKline  Beecham/personal  care 

UK 

86  Vt 

69.4 

2.95 

3.40 

25.4 

1  n 

1.9 

c  nn 

b.UU 

0 

So  African  Breweries/bev  &  tobacco 

South  Africa 

28  Vt 

;  -7.8 

1.41 

1.59 

17.6 

j  2.3 

1.00 

n 

Sony/appliances 

Japan 

84% 

\  32.9 

2.75 

3.72 

22.7 

|  0.5 

1.00 

0 

Swire  Pacific/multi-industry 

Hong  Kong 

8% 

j  -5.5 

0.63 

0.69 

12.2 

i  2.7 

1  nn 
1.00 

n 

Tadiran/telecomm 

Israel 

27 

;  0.0 

2.69 

3.03 

8.9 

1.6 

1.00 

n 

TDK/magnetic  tapes  &  media 

Japan 

76% 

35.5 

4.02 

3.33 

•     00 1 
23.1 

n  c 

U.b 

1  nn 
l.UU 

n 

Telefonica/telecomm 

Spain 

86K2 

60.3 

4.05 

4.20 

20.6 

;  2.1 

3.00 

n 

Telefonos  de  Mexico/telecomm 

Mexico 

44% 

33.9 

3.40 

4.00 

11.1 

3.0 

20.00 

q 

Teva  Pharmaceutical/pharmaceuticals 

Israel 

60 

34.1 

1.54 

2.45 

24.5 

0.5 

1.00 

n 

Total  Group/energy 

France 

45% 

26.3 

2.30 

2.42 

18.9 

3.0 

0.50 

q 

■  Toyota  Motor/automobiles 

Japan 

57% 

25.6 

1.82 

2.16 

26.6 

0.7 

2.00 

n 

Unilever/food,  household  products 

UK 

107% 

44.3 

5.36 

5.88 

18.3 

|  2.4 

4.00 

n 

Vimpel-Communications/telecomm 

Russia 

29% 

i  3.0* 

1.94 

NA 

NA 

0.0 

0.75 

n 

Vodafone  Group/telecomm 

UK 

44% 

12.6 

1.81 

j  2.18 

20.4 

i  2.0 

10.00 

0 

Volkswagen  Group/automobiles 

Germany 

129% 

82.9 

2.63 

i  8.00 

16.2 

\  1.2 

0.20 

n 

YPF/energy 

Argentina 

30 

36.1 

2.31 

2.30 

13.0 

2.7 

1.00 

Prices  as  of  May  30.  ■Nonsponsored  American  Depositary  Receipt.  'Price  change  less  than  12  months,  a.  American  Stock  Exchange.  n:  New  York  Stock  Exchange.  0:  Over-the-counter.  q:  Nasdaq. 
E:  Estimate.  NA:  Not  available.  NM:  Not  meaningful. 

Sources:  The  Bank  of  New  York;  IBES  Express;  Morgan  Stanley  Capital  International  via  OneSource  Information  Services;  Forbes. 
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GLOBAL  INVESTING 


T.  Rowe  Price  International  Stock  Fund— performance  potential  plus  diversification. 

If  you  want  to  diversify  for  enhanced  return  potential  with  reduced  risk,  don't  overlook  inter- 
national equity  investing  with  T.  Rowe  Price.  By  providing  exposure  to  potentially  stronger- 
performing  foreign  markets,  international  stock  investments  can  help  increase  long-term  returns. 
And,  since  foreign  economies  tend  to  move  independently  of  each  other  and  the  U.S.,  diversifying 
internationally  can  actually  help  reduce  the  overall  volatility  of  a  domestic  portfolio. 


Forbes 

Honor  Roll  Selection 

7  Years  Running 


Our  International  Stock  Fund — one  of  the  oldest  and  largest  interna- 
tional no-load  mutual  funds — follows  a  prudent  strategy  of  investing 
in  the  stocks  of  established  companies  outside  the  United  States.  It 
has  proven  itself  over  a  period  of  up  and  down  markets,  in  times  of 
both  a  weak  and  a  strong  U.S.  dollar.  In  fact,  the  fund's  success  has 
placed  it  on  the  Forbes  Honor  Roll  for  the  seventh  consecutive 


year — it's  the  only  international  fund  that  can  claim  this  distinction* 

Benefit  from  Our  expertise.  At  T.  Rowe  Price,  we've  been 
helping  people  invest  overseas  since  1979,  when  we  joined 
forces  with  Robert  Fleming  Holdings,  Ltd.,  one  of  the  world's 
oldest  and  most  successful  international  advisers.  Today, 
Rowe  Price-Fleming  serves  as  investment  adviser  to  our 
family  of  international  funds  and  manages  nearly  $30  billion 
in  foreign  stock  and  bond  assets.  In  fact,  we  are  the  largest 
manager  of  international  no-load  mutual  fund  assets.** 


Call  today  for  fund  information  and  a  free  planning 

guide.  For  information  on  any  of  our  international  stock 
funds,  simply  request  a  free  information  kit  today.  To  learn 
how  to  develop  and  execute  an  international  investment 
strategy  that's  appropriate  for  you,  also  request  our  free  guide, 
Diversifying  Overseas.  Of  course,  international  investing  has 
special  risks,  including  currency  fluctuation,  political  and 
economic  instability,  and  the  volatility  of  emerging  markets. 
As  with  any  stock  fund,  there  will  be  price  fluctuation.  $2,500 
IRAs).  No  sales  charges. 


T.  Rowe  Price  Family  of 
Foreign  Equity  Funds 

•  Global  Stock  Fund 

•  International  Stock  Fund 

•  International  Discovery  Fund 

•  European  Stock  Fund 

•  Japan  Fund 

•  New  Asia  Fund 

•  Latin  America  Fund 

•  Emerging  Markets  Stock  Fund 

minimum  investment  ($1,000  for 


Call  24  hours  for  your  free 
international  planning  guide  and  prospectus 

1-800-541-8489 


www.  troweprice,  com 


Invest  With  Confidence® 

T.RoweFHce 


*As  cited  in  Forbes  magazine  (Mutual  Funds  issue)  dated  8/26/96.  The  fund's  performance  from  3/31/84  to  6/30/96  was  considered;  18  honorees  were  selected  The  h 
chosen  annually;  candidates  must  be  open  to  new  investors  and  have  had  the  same  management  for  at  least  5  years.  Sector  funds  are  excluded.  '  Strategic  Insight  Simfund. 
mance  cannot  guarantee  future  results.  Read  the  prospectus  carefully  before  investing.  T.  Rowe  I'rice  Investment  Services,  Inc.,  Distributor. 


onorees  are 
ast  perfor- 
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Foreign  markets  are  chockablock  with  reasonably  priced  value  stocks. 

Attention  value  investors 


By  John  H.  Christy 

Sinck  May  1992  U.S.  stock  indexes  have  doubled,  but 
Morgan  Stanley  Capital  International's  Europe, 
Australasia  &  Far  East  (eafe)  index 
has  done  only  half  that  well  in 
dollar  terms. 

Take  a  longer  view,  however, 
and  investors  in  foreign  stocks 
have  generally  done  much 
better  than  those  who  limited 
their  scope  to  U.S.  markets. 
Since  the  Morgan  Stanley  indexes' 
base  date  in  1970,  the  EAFE  price 
index  has  climbed  1,141%  in  U.S. 
dollar  terms — VA  times  as  much  as 
Morgan  Stanley's  U.S.  index.  Even  at 
today's  depressed  levels — down  34% 
from  their  peak — Japanese  stocks  have 
advanced  2,747%  since  1970.  When  you 
factor  out  the  Japanese  yen's  terrific 
appreciation  against  the  dollar  during 
these  27  years,  Japanese  stocks  are  still  far 
ahead  of  U.S.  equities. 

The  best  market  since  1970,  as  tracked 
by  Morgan  Stanley?  Hong  Kong,  which  is  up 
6,300%. 

Our  point  is  simply  this:  Yes,  the  U.S. 
remains  the  world's  economic  powerhouse, 
but  by  definition  other  parts  of  the  world  are 
growing  faster.  Where  diere's  growdi,  there's 
extraordinary  investment  opportunity. 

Studies  show  that  over  quite  long  periods, 
value  stocks — those  selling  at  below  market- 


multiples  of 
assets  and 
revenues  and 
earnings  — 
usually  out- 
perform growth 
stocks. 

Herewith  then 
our  list  of  overseas 
value  stocks.  They  all 
have  price-to-cash-flow 
(net  income  plus  depreci- 
ation) multiples  of  1 1  or 
less  and  a  price-to-earnings 
ratio  less  than  their  coun- 
try's average.  All  of  these 
stocks  are  expected  to  post 
at  least  15%  earnings  growth 
this  year. 
A  good  example  is  Germany's 
Hoechst.  While  the  German  stock 
market  sells  for  23  times  esti- 
mated  1997  earnings,  this 
drug  and  chemicals  concern 
sells  for  18  times.  Contrast 
this  to  America's  Merck, 
now  selling  at  28  times 
anticipated  earnings. 

In  Japan,  big  names  like 
Matsushita,   NEC,  Nissan 
Motor  and  Toshiba  sell  for 
ess  than  two-thirds  the 


Company/business 

Country/PE 

Recent 

Latest 

P/E 

Price/ 

P/E 

 EPS 

Market 

price 

12-mo 

cash 

1997 

1998 

1997 

1998 

value 

($U.S.) 

EPS 

flow 

— estimated  

($mil) 

•Air  Canada/airline 

Canada/23 

$5.78 

!  $1.51 

3.8 

2.1 

14.8 

10.0 

$0.39 

50.58 

$899 

•Alcan  Aluminium/metals-nonferrous 

;  Canada/23 

35.91 

j  1.74 

20.6 

9.6 

13.3 

12.6 

2.69 

2.86 

8,145 

•Alfa/multi-industry 

Mexico/20 

5.91 

:  0.72 

8.2 

5.5 

9.2 

8.0 

0.64 

0.74 

3,543 

Alpha/building  materials 

South  Africa/15 

18.02 

1.79 

10.0 

7.3 

10.5 

8.7 

1.72 

2.06 

542 

•Anglovaal/multi-industry 

South  Africa/15 

28.83 

2.09 

13.8 

9.0 

12.9 

10.6 

2.24 

2.71 

519 

•Apasco/building  materials 

Mexico/20 

6.52 

0.41 

15.7 

10.5 

15.1 

10.9 

0.43 

0.60 

1,816 

Astra  Cia  Argentina  de  Petroieo/oil  I 

<  gas !  Argentina/21 

2.00 

0.12 

16.7 

8.4 

17.1 

14.8 

0.12 

0.14 

941 

•Barlow/building  materials 

South  Africa/15 

10.48 

0.89 

11.8 

7.9 

12.8 

10.7 

0.82 

0.98 

2,161 

Bertrand  Faure/seats  &  benches 

France/24 

45.89 

3.39 

13.5 

5.1 

12.8 

10.7 

3.60 

4.30 

808 

•  Boehler-Uddeholm/mdustnal  pro 

Austria/20 

74.40 

7.57 

9.8 

5.6 

11.6 

8.8 

6.40 

8.41 

818 

Prices  as  of  May  30.  •  Available  as  an  ADR 

Sources:  Morgan  Stanley  Capital  International  i  '^national  via  OneSource  Information  Services.  IBES  Express;  Forbes. 
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multiple  of  the  Japanese  market,  no  more  than  10  times 
cash  flow  and  less  than  42  times  1998  estimated  profits. 
(Japanese  companies  take  much  higher  depreciation 
charges  than  U.S.  companies,  thereby  knocking  down  net 
income  and  pushing  up  price/earnings  ratios.) 

Several  foreign  airlines  lit  up  our  computer  screens  this 
year.  Malaysian  Airline  System  sells  for  16  times  1997  esti- 


mated earnings,  and  analysts  expect  profits  to  grow  29% 
in  1998.  Carriers  from  Canada,  Finland,  Germany  and 
Taiwan  are  also  on  our  list.  From  emerging  markets, 
stocks  like  Chilean  electric  utilities  Endesa  and  Enersis, 
and  Philippine  Long  Distance  Telephone  look  attractive. 

Frightened  of  Coca-Cola  at  42  times  estimated  earn- 
ings? It's  a  wide,  wide  world  of  stocks  out  there.  UH 


Company/business 

Country/PE 

Recent 

Latest 

P/E 

Price/ 

P/E 



EPS  

Market 

price 

12-mo 

cash 

1997 

1998 

1997 

1998 

value 

CDC 

TlOW 

— estimated — 

(»mil) 

PpKhk/i  let  PI  i '  I1 

9\wpHpn/l  7 

OWCUCII/  1  / 

•pi .  Jl 

19  Q 

l  L.j 

n  7 

10.  / 

11.3 

$1.43 

$1  73 
<I>1 .  /  0 

$  J  JU 

v  U  CHIC  hi  LCI  II  CI  1 1 

Mpyipn/90 

IVICaIUU/ £U 

A  OP 

n  7ft 

u.  /  o 

J.O 

3  ft 

0.0 

Q  1 

j.  l 

7.6 

0.45 

n 

U.  J4 

J,  JUO 

China  Airlines/airline 

Taiwan/32 

\  1.21 

0.04 

31.3 

i  7.1 

32.1 

26.1 

0.04 

0.05 

2,000 

China  Steel/metals-steel 

Taiwan/32 

1.05 

0.06 

19.0 

10.2 

17.6 

15.1 

0.06 

0.07 

7,842 

Cimentos  Portugal/building  materials 

Portugal/20 

21.76 

1.52 

14.3 

6.4 

j  17.9 

15.0 

1.21 

1.46 

1,828 

riapu/nn  FlpptrnnipQ/plpptrnnip  annlianppc 

UdGYVUU  tIC  w  11  UIMOo/ClCLM  Ul  IIC  d  U  |J  1 1  d  1  ICC  o 

Smith  Knrpa/3fi 

OUUUI  r\UICd/JU 

:       7  V) 

n  77 

yj.t  i 

0.0 

J.O 

7.0 

0.76 

l  nR 

1  .u  J 

Jl  0 

•  niimlpt'-Rpn7  firnnn/'i  i  il  nmnhi  Ip^ 
»  Udiniici  QGiic  u i  uuu/ a u iui iiuumco 

flprm  a  n\//9^ 

77  07 
/  /  .u / 

J.JO 

91  7 

0.0 

99  1 

LL.l 

17.5 

3.49 

4.0  J 

"?P  fi79 

J  J,U  /  L 

Dainippon  Ink  &  Chemicals/printing  ink 

Japan/62 

3.79 

0.09 

41.5 

5.8 

\  42.2 

33.1 

0.09 

0.11 

3,008 

•David  Jones/department  stores 

Australia/19 

;  1.33 

0.09 

14.6 

|  8.7 

:  20.3 

15.7 

0.07 

0.08 

522 

Delta/cables  &  wiring 

UK/16 

5.30 

0.36 

14.9 

1  7.6 

11.7 

10.0 

0.45 

0.53 

794 

UlcftbUII  UUHUC^Jlo/ Jtv\  til  y 

nrvoiiiiid/ 10 

0.  /  J 

n  m 

U.  J 1 

7  3 
/  .0 

fi  8 

0.0 

1  7  1 
1  /  .1 

13.8 

0.22 

n  97 

Ki.L  1 

i  nrm 

1  ,UU  J 

flfif  /Jirn/mptpK-^tppI 

U U 1  aoOU/  1 II C la  1  o  o  ICC  1 

Panaris/?'} 

\j  a  1 1  d  u  0/  lo 

18.23 

1.59 

11.4 

5.1 

10.4 

9.0 

1.75 

2.02 

1,561 

Edison/electric  utility 

ltaly/19 

4.75 

0.38 

12.6 

9.6 

:  15.2 

12.6 

0.31 

0.38 

3,012 

•Electricidad  de  Caracas/electric  utility 

Venezuela/12 

1.13 

0.10 

10.8 

5.6 

11.0 

8.8 

0.10 

0.13 

1,977 

Elkem/metals-steel 

Norway/14 

19.19 

|  2.09 

9.2 

6.0 

j  9.2 

8.0 

2.08 

2.40 

946 

A Fnrioca/olppt rip  iitilitv 
*  LMUCod/clcLU  1L  UUIIly 

\jU\ICI  10 

n  79 

U.  /  L 

n  rid 

U.U4 

lfi  d 

in  8 

1  u.o 

17  4 

1  /  .4 

14.3 

0.04 

0  f)5 

U.U  J 

•i  946 

J,  J4U 

A Pnprcic/plpptrir  ntilitu 

Philp/18 

vl  IMG/  1  o 

0  67 

0  04 

16.2 

7.6 

18.5 

15.6 

0.04 

0.04 

4,578 

•Engen/energy 

South  Africa/15 

4.58 

0.75 

6.1 

4.3 

9.3 

8.0 

0.49 

0.57 

820 

Fauji  Fertilizer/chemicals 

Pakistan/16 

1.99 

0.25 

7.8 

5.8 

7.1 

6.2 

0.28 

0.32 

533 

Finnair/airline 

 ,...,........,.„ 

Finland/20 

6.78 

0.91 

7.4 

|  3.3 

i  11.3 

9.0 

0.60 

0.75 

556 

FKI/inHiicrnal  nrnHi  ipIq 
r 1 nuuoll id i  uiuuutio 

Urv  1 U 

2  93 

0.19 

15.6 

10.7 

14.3 

11.5 

0.21 

0.26 

1,656 

APIotphpr  PliQllonfTo  Fncrnru/ml  S.  noc 
•  rlclUMcl  UlldllCllgc  Lllclgy/UM  c*  gdb 

llcW  £.cdldllU/ 13 

O.LL 

U.  JU 

in  f; 

1  U.U 

q  8 

i1;  9 

1 0.L 

11.9 

0.21 

n  27 

1  197 

•  FfKrhini/rptail  'stnrps 

vl  UJv  1 11111/  1  G  ICJ  1 1    .  >  I  i  H  i.  > 

South  Africa/15 

2.94 

0.63 

4.7 

3.6 

12.7 

11.0 

0.23 

0.27 

622 

•  Fujitsu/data  processing 

Japan/62 

12.21 

0.22 

54.9 

8.8 

i  32.1 

27.1 

0.38 

0.45 

22,489 

Georg  Fischer/industrial  products 

Switzerland/58 

1,398.41 

97.92 

14.3 

6.0 

j  14.7 

12.8 

95.12 

109.59 

905 

A  H 1  n h o  v  1  Iti  1 1 H  n  H o c  /  rot  j  1 1  ctnroc 
•  UIUUca  UUIIUdUco/icldU  MUfcb 

Rra?il/1  ^ 
DldZII/  1 J 

14  Qfl 

14.  JU 

1 .  JH 

9  7 

j.  / 

8  6 

o.u 

9  2 

7.8 

1.62 

1.90 

959 

ARmnn  Parcn/mnlti-inHiiQtn/ 

»UIUUU  Udl  oU/  II 1 U 1  LI  11 IU  UMI  y 

Mpvirn/?f) 

IVICAIUU/  L\J 

5.67 

0.50 

113 

8.8 

:  133 

10.4 

0.43 

0.54 

5,184 

•Hitachi/elec  &  electronics 

Japan/62 

10.66 

|  0.23 

45.4 

|  6.6 

^  39.5 

41.4 

0.27 

0.26 

35,594 

•  Hoechst  Group/chemicals 

Germany/25 

38.74 

i  2.39 

16.2 

7.2 

18.1 

15.6 

2.14 

2.49 

22,778 

Honam  Petrochemical/chemicals 

South  Korea/36 

15.87 

0.81 

19.7 

j  3.7 

|  17.8 

13.9 

0.89 

1.14 

506 

IllUdn  nidi  ruip  &  rdpcf/puip  ot  papal 

IllUUIIcSld/ZU 

n  7A 

U.  /  4 

U.U  J 

16  3 

1  U.J 

10  0 

14  1 

14. 1 

9.0 

0.05 

0.08 

1,839 

VMIUUMI  lao  rellUIGo/lllcldlo  Mccl 

Mpvirn/9n 
IVIGAILU/  Lyl 

4.73 

0.37 

12.8 

8.7 

:  12.3 

10.5 

0.39 

0.45 

1,956 

•  Ipsco/metals-steel 

Canada/23 

29.60 

2.63 

11.3 

9.5 

12.5 

9.0 

2.38 

3.31 

802 

•  Iscor/metals-steel 

South  Africa/15 

0.67 

0.05 

13.7 

6.6 

\  17.8 

9.8 

0.04 

0.07 

1,692 

Jardine  Intl  Motor  Hldgs/auto  sales  &  svcs 

HK/Chma/18 

1.31 

0.14 

9.1 

7.0 

i  8.6 

7.2 

0.15 

0.18 

626 

•Jefferson  Smurfit  Group/packaging 

Ireland/15 

|  2.75 

0.20 

13.6 

6.9 

19.9 

13.2 

0.14 

0.21 

2,976 

JG  Summit  Holdings/multi-industry 

Philippines/18 

0.19 

:  0.03 

6.5 

4.7 

5.9 

5.0 

0.03 

0.04 

815 

Kemira/chemicals 

Finland/20 

j  9.68 

1.04 

9.3 

3.6 

i  9.5 

8.1 

1.02 

1.20 

1,246 

•  Koninklijke  Hoogovens/metals-steel 

Netherlands/21 

49.90 

5.93 

8.4 

3.2 

j  7.9 

6.6 

6.28 

7.51 

1,619 

Larsen  &  Toubro/heavy  machinery 

i  

India/15 

5.95 

0.48 

12.4 

j  9.0 

j  11.9 

10.3 

0.50 

0.58 

1,481 

Leif  Hoegh/shipping 

Norway/14 

19.05 

;  2.21 

8.6 

5.1 

!  10.8 

9.0 

1.77 

2.11 

572 

•Lonrho/multi-industry 

UK/16 

1  2.22 

0.18 

12.1 

6.9 

16.0 

12.8 

0.14 

0.17 

1,740 

•Lufthansa/airline 

Germany/25 

15.73 

1.38 

114 

\  3.2 

17.0 

14.3 

0.92 

1.10 

6,001 

Malaysian  Airline  System/airline 

Malaysia/20 

2.31 

0.17 

13.4 

\  3.5 

16.2 

13.0 

0.14 

0.18 

1,778 

•Matsushita  Electric  Indl/appliances 

Japan/62 

18.83 

:  0.54 

34.9 

9.2 

:  30.4 

26  8 

0.62 

0.70 

39,761 

Prices  as  of  May  30.  •  Available  as  an  ADR. 

Sources:  Morgan  Stanley  Capital  International  and  IBES  International  via  OneSource  Information  Services;  IBES  Express;  Forbes. 
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nnmnanv/hnsinpss 

Country/PE 

Recent. 

Latest 

P/E 

Price/ 

 P/E 

EPS  

Market 

price 

12-mo 

cash 

1997 

1998 

1997 

1998 

value 

($U.S.) 

EPS 

flow 

— estimated — 

($mil) 

Metra/mdustnal  products 

Finland/20 

$28.20 

$2.53 

11.1 

|  7.1 

15.2 

11.9 

$1.85 

$2.38 

$1,519 

MFI  Furniture  Group/furniture 

UK/16 

2.19 

0.15 

14.8 

10.3 

15.6 

13.2 

0.14 

0.17 

|  1,292 

•Mitel/telecomm 

Canada/23 

5.63 

|  0.32 

17.4 

:  10.2 

15.0 

11.8 

0.38 

0.48 

605 

Mo  och  Domsjo/paper  products 

Sweden/17 

30.94 

I  2.74 

11.3 

6.4 

16.9 

in  9 

1 .0  J 

3.04 

2,749 

MOL/oil  &  gas 

Hungary/16 

18.54 

;  1.71 

10.8 

5.0 

13.5 

10.8 

1.38 

1.72 

1.802 

Mulia  Industrindo/distributes  tile  &  glass 

Indonesia/20 

0.50 

0.04 

13.8 

10.4 

10.9 

9.1 

0.05 

0.06 

667 

Murray  &  Roberts/construction  &  transport 

South  Africa/15 

2.44 

!  0.23 

10.5 

5.4 

15.1 

10.6 

0.16 

0.23 

844 

•  NEC/elec  &  electronics 

Japan/62 

13.93 

0.46 

30.3 

7.0 

29.6 

23.9 

0.47 

0.58 

21,813 

•  Nedlloyd/transportation  svcs 

Netherlands/21 

24.19 

1.99 

12.1 

2.9 

16.8 

1  1  0 
117 

1  A  A 
1.44 

2.16 

550 

•NFC/transportation  svcs 

UK/16 

2.11 

0.14 

14.7 

4.9 

12.0 

10.2 

0.18 

0.21 

1,469 

•Nissan  Motor/automobiles 

Japan/62 

6.64 

i  0.27 

24.2 

1  3.7 

22.1 

20.0 

0.30 

0.33 

\  16,684 

Norske  Skogindustrier/paper  products 

Norway/ 14 

35.49 

4.58 

7.7 

j    .  3.6 

14.5 

9.3 

2.45 

3.81 

|  1,141 

•  Nycomed/health  &  personal  care 

Norway/ 14 

13.26 

j  1.05 

12.6 

7.1 

12.3 

10.2 

1.08 

1.30 

!  1,371 

Oerlikon-Buehrle/multi-industry 

Switzerland/58 

113.53 

j  4.13 

27.5 

7.6 

19.3 

1  A  C 

14. b 

b.oo 

7.75 

1,379 

•Phil  Long  Distance  Tel/telecom m 

Philippines/1 8 

29.57 

j  1.81 

16.3 

9.1 

8.2 

6.8 

3.60 

4.36 

j  3,212 

Pilkington/manufactures  glass 

UK/16 

2.06 

0.17 

12.1 

j  5.1 

22.1 

17.4 

0.09 

0.12 

2,067 

•Premier  Group/food  &  consumer  products 

South  Africa/15 

1.55 

0.15 

10.2 

7.5 

17.5 

14.0 

0.09 

0.11 

1,471 

PWA/paper  &  forest  products 

Germany/25 

171.66 

13.96 

12.3 

4.0 

18.7 

16.1 

9.19 

10.63 

|  1,217 

•  Racal  Electronics/electronics 

UK/16 

3.80 

0.26 

14.4 

6.3 

17.5 

10  0 

13.3 

n  oo 

0.29 

;  i,080 

Radex-Heraklith  Ind/building  materials 

Austria/20 

42.45 

3.33 

12.7 

4.5 

12.2 

10.3 

3.49 

4.11 

591 

Rautaruukki/manufactures  steel 

Finland/20 

9.46 

1.08 

8.7 

4.1 

8.0 

6.4 

1.18 

1.49 

1,261 

Reliance  Industries/textiles  &  chemicals 

India/15 

8.48 

0.81 

10.5 

8.0 

9.5 

8.2 

0.89 

1.03 

j  3,904 

Rieter  Holding/industrial  products 

Switzerland/58 

318.45 

21.85 

14.6 

j  6.1 

13.8 

11.6 

23.05 

27.41 

|  719 

Sadia-Concordia/food  processing 

Brazil/15 

0.96 

0.11 

8.7 

|  4.5 

14.1 

1A  (1 

10.9 

O.U/ 

0.09 

631 

Safmarine  &  Rennies/transport  &  hotels 

South  Africa/15 

|  2.57 

0.24 

10.8 

j  6.3 

12.0 

9.7 

0.22 

0.26 

I  1,431 

•Sasol/chemicals 

South  Africa/15 

12.14 

1.02 

12.0 

\  8.9 

13.0 

11.2 

0.93 

1.08 

;  7,340 

Saurer/textile  machinery 

Switzerland/58 

574.59 

32.68 

17.6 

i  8.3 

15.6 

12.1 

36.76 

47.42 

852 

Sime  Darby/trading 

HK/China/18 

1.18 

0.09 

12.4 

10.3 

11.8 

9.6 

0.10 

0.12 

548 

Souza  Cruz/tobacco 

Brazil/15 

9.28 

1.24 

7.5 

5.9 

11.7 

Q  7 

y./ 

ft  70 

u./y 

0.96 

2,835 

Ssangyong  Oil  Refining/refines  oil 

South  Korea/36 

20.83 

:  2.72 

7.7 

4.7 

9.0 

6.5 

2.32 

3.21 

1,184 

Steel  Authority  of  India/metals-steel 

India/15 

0.50 

0.09 

5.6 

|  3.8 

8.1 

6.8 

0.06 

0.07 

2,090 

Strafor  Facom/office  equipment 

France/24 

68.16 

4.54 

15.0 

i  5.6 

14.0 

12.0 

4.86 

5.67 

j  604 

Svenskt  Stal/metals-steel 

Sweden/17 

18.63 

j  1.38 

13.5 

8.4 

11.2 

9.0 

1.66 

2.06 

641 

Tata  Chemicals/chemicals 

India/15 

4.43 

0.55 

8.0 

j  6.1 

8.8 

7  C 

/.b 

U.oU 

0.58 

!  800 

•Telecom  Argentina/telecomm 

Argentina/21 

5.34 

0.27 

20.1 

6.9 

17.4 

14.0 

0.31 

0.38 

5,254 

•Telefonos  de  Mexico/telecom m 

Mexico/20 

|  2.21 

|  0.17 

13.0 

j  6.5 

11.0 

9.5 

0.20 

0.23 

j  18,874 

•Tiger  Oats/food  processing 

South  Africa/15 

16.85 

1.48 

11.4 

!  93 

17.1  • 

14.5 

0.98 

1.16 

2,545 

Tjiwi  Kimia/paper  &  forest  products 

Indonesia/20 

1.02 

0.09 

12.0 

\  75 

10.1 

7.9 

0.10 

0.13 

j  747 

Toshiba/elec  &  electronics 

Japan/62 

6.15 

0.18 

34.2 

j  6.9 

32.4 

26.0 

0.19 

0.24 

19,793 

Trelleborg/industrial  products 

Sweden/17 

17.34 

|  1.19 

14.5 

8.2 

16.0 

13.9 

1.08 

1.25 

2,035 

•Tubos  de  Acero  de  Mexico   pes  &  tubing 

Mexico/20 

17.56 

2.96 

5.9 

5.0 

6.3 

5.5 

2.79 

3.22 

i  1,216 

•  United  Dominion/industrial  p 

Canada/23 

25.77 

|  1.98 

13.0 

9.1 

17.2 

14.9 

1.49 

1.73 

1,154 

Valora  Holding/retail  stores  &  grants 

Switzerland/58 

218.41 

14.24 

15.3 

6.5 

16.2 

13.6 

13.50 

16.06 

j  894 

Voest-Alpine  Stahl/metals-stee! 

Austria/20 

44.34 

;  7.25 

6.1 

I  3.4 

10.0 

8.1 

4.43 

5.49 

1,463 

•Williams/appliances 

UK/16 

j  5.11 

|  0.38 

13.6 

i  10.5 

13.4 

11.2 

0.38 

0.46 

|    3,226  ! 

Prices  as  of  May  30.  •  Available  as  an  ADR 

Sources:  Morgan  Stanley  Capital  Internationa  I,         '  international  via  OneSource  Information  Services;  IBES  Express;  Forbes. 
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Funds  with  bargain  stocks 


Assets 

—  Total  return 

Annual  expenses 

Sales 

Fund 

($mil) 

year-to-date 

1-year 

3-year* 

5-year* 

per  $100 

charge 

Evergreen  International  Equity  A 

$8 

8.8% 

11.6% 

NA 

NA 

$1.24 

4.75% 

Kent-International  Growth-Investors 

9 

5.0 

6.9 

8.0% 

NA 

1.34 

none 

Morgan  Stanley-Global  Equity-A 

63 

11.1 

16.0 

14.2 

NA 

1.70 

5.75 

One  Group-International  Equity-A 

11 

7.5 

9.3 

7.6 

NA 

!  1.22 

4.50 

Pegasus-International  Equity-A 

15 

4.9 

8.4 

NA 

NA 

1.23 

5.00 

SEI  International  Equity-A 

552 

4.9 

7.3 

7.2 

8.4% 

1.25 

none 

SSGA  Emerging  Markets 

190 

14.3 

15.0 

11.8 

NA 

1.28 

none 

Templeton  Foreign  Fund-I 

12,362 

j  7.5 

17.0 

11.7 

11.8 

1.12 

5.75 

Vanguard  International  Index-Emerging  Mkts 

807 

7.8 

8.8 

7.6 

NA 

0.60 

none 

Vanguard  International  Index-European 

1,811 

9.2 

25.4 

18.8 

13.7 

0.35 

none 

Date  through  May  30.  *  Annualized.  NA:  Not  available. 
Sources.  Upper  Analytical  Services;  Vickers  Stock  Research. 

Investing  in  Japanese  electronics  giant  Hitachi  is  no  more  difficult  than  buying  IBM.  Hitachi  and  44  of  the  other  for- 
eign bargain  stocks  (see  table  on  page  234)  are  available  as  American  Depositary  Receipts  or  are  listed  on  U.S. 
exchanges.  But  if  you  want  to  buy  any  of  the  other  stocks  in  the  table,  be  prepared  for  higher  minimum  orders,  higher 
transaction  costs  and  more  paperwork  during  tax  season. 

The  easiest  way  to  invest  overseas  is  through  a  mutual  fund.  Vickers  Stock  Research  helped  us  identify  ten  funds  that 
hold  sizable  positions  in  at  least  ten  of  our  foreign  bargain  stocks  (see  table,  above).  But  pay  attention  to  sales  charges 
and  expenses.  Among  the  better  buys  are  SSGA's  Emerging  Markets  fund,  a  no-load  with  expenses  that  are  1.28%  of  net 
assets.  Vanguard  International  Index-European  has  a  five-year  average  annualized  return  of  13.7%  and  costs  just  35  cents 
in  annual  expenses  per  $100  invested. 


GERALD  GP  PETERS  GALLERY 


439  CAMINO  DEL  MONTE  SOL,  SANTA  FE,  NM  875OI   TEL  505  988-8961    FAX  50$  983-2481 
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&  INVESTMENTS 


Insuring  against 
a  bear  market 

Our  selected  short  and  long  portfolios  have 
given  excellent  results.  With  the  market 
up  33%,  the  stocks  in  our  latest  short 
portfolio  rose  only  10%. 

By  Peter  Brimelow  and  Mark  Hulbert 


Cheap  insurance  for  nervous  bulls: 
Our  short-sale  selections  (FORBES, 
Oct.  7,  1996)  rose  in  price  just  over 
10% — which  is  quite  impressive, 
given  that  the  market  was  up  nearly 
33%  in  the  period.  The  shorts  were 
meant  to  be  insurance — a  hedge 
against  a  bear  market.  In  this  case  you 
got  the  insurance  on  the  cheap. 

It  works  like  this:  You  make  money 
if  your  long  positions  outperform 
your  short  positions.  If  we  pick  well, 
you  make  money  whether  the  market 
goes  up  or  down.  And  you  can  use 
your  long  stocks  as  collateral  for  your 
short  positions,  thus  avoiding  putting 

Effective  insurance 


Total  return  from  Sept.  23,  1996  to  June  20,  1997 


9/23     9/30     10/31    11/30    12/31     1/31     2,28     3/31     4/30     5/31  6/20 

Source:  Hulbert  Financial  Digest. 

Despite  the  stock  market    double-digit  rise  since  last  fail, 

our  short-sale  list  gained  just  10%,  and  hence  was  a  good  hedge. 


up  additional  cash. 

The  dividend-reinvested  Standard 
&  Poor's  500  was  up  32.5%  over  this 
period  (through  lune  20).  Our  short- 
sale  Portfolio  One  was  up  12% — and 
our  short-sale  Portfolio  Two  was  up 
just  6.6%.  Composite  performance  of 
the  two  short  portfolios:  up  10.2%. 

Encouragingly,  during  the  spring 
market  break  our  short-sale  selections 
did  what  they  were  supposed  to  do — 
cut  the- losses  on  your  long  positions. 
From  Mar.  10  to  Apr.  3  the  s&P  500 
lost  7.7%,  but  our  short  sales  lost 
8.5%.  This  means  that  if  your  port- 
folio had  been  equally  balanced 
between  blue  chips  and  our  short 
sales,  you  would  have  made  about 
0.8%  during  the  market  break. 

Over  the  time  we  have  been  rec- 
ommending these  short-sale  portfo- 
lios (also  Jan.  22,  1996;  July  31, 
1995),  they  have  cumulatively  gained 
4.7%,  versus  a  total  return  of  63.2% 

Mark  Hulbert  is  a  Forbes  columnist. 
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New  short-sale  candidates 


Company 

Sales 

Market 

-Stock  price — 

P/E 

Yield 

Business 

($mil) 

value 

recent 

— 52-week — 

(%) 

($mil) 

high 

low 

Portfolio  One 

Ariw  o  ni  o 

t979 
Jo/  L 

4>D4D 

9G  U, 
JD  72 

c/i  v. 

5474 

9fi 

1  9  Q 

13. y 

1  oo/ 

1.2/0 

consumer  finance 

Arrhar  D^niolc  MirilonH 

I  J, 033 

1  1  79G 
11, /oD 

99 

99  1/. 
£0  78 

1  C  5/ 
ID  78 

9n  1 
3U.1 

n  o 

u.y 

food  processing 

OdiriCK  UOIU 

1  9Qf1 
1,/.3U 

Q  £70 

o,  j/y 

99 
£0 

9n  R 

0U/2 

91  IX 

21  72 

A  1  0 

41.8 

n  7 
U./ 

mining 

uncus  uncus  truer  prises 

1  '39'; 

9  VI CC 

z!,4bb 

9C 

*!b 

A  9 
4j 

99  1/. 

23/2 

97  1 
2/.1 

U.U 

hotels  &  gaming 

LlcLUUIIIL  Udld  oySlClllS 

14,000 

9fl  8fl7 

/1 9  1/, 
4iC  72 

C9  3/. 
DO  78 

9 1  3/. 
Jl  74 

oU.b 

1  A 

1.4 

business  services 

Fluor 

1  9  K^n 

i/.,OoU 

/i  cnt; 

g/i  //, 
D4/8 

/a/8 

/ICR 
4b  72 

99  7 
ii.l 

1  A 

1.4 

construction 

rr  oniier 

9  /1Q/I 
/.,4y4 

9  9Q9 

9n 

Ol  /8 

Id /8 

99  O 

A  9 

4.2 

communications 

John  H  Harland 

596 

707 

22 /s 

33 

18% 

NM 

1.3 

nrintinp-  nffirp  sunnlips 

pinning,  UMIL.C  jLl|jpiir_i 

Informix 

869 

1,365 

9 

31K  v  t|^f 

6% 

NM 

0.0 

software 

Input/Output 

281 

736 

17 

37/4 

13/4 

22.7 

0.0 

precision  instruments 

Louisiana-Pacific 

2,457 

2,308 

21/8 

23% 

17 

NM 

2.7 

forest  products 

Millipore 

641 

1,914 

44 

45% 

33% 

NM 

0.8 

precision  instruments 

Paging  Network 

861 

972 

24/2 

5% 

NM 

0.0 

communications 

St  Jude  Medical 

839 

3,222 

39% 

43  K 

28% 

39.8 

0.0 

health  care 

Scholastic 

994 

511 

33)4 

::  78 

20/4 

41.6 

0.0 

publishing 

Willamette  Industries 

3,397 

4,118 

74% 

77% 

55/4 

31.0 

1.7 

forest  products 

Portfolio  Two 

Allergan 

1,145 

2,104 

32 /s 

42 

25% 

29.5 

1.6 

health  care 

ARCO  Chemical 

4,002 

4,577 

47K 

52/2 

40/s 

15.8 

5.9 

chemicals 

Circuit  City  Group 

3,577 

3,583 

36  Vi 

40% 

28% 

26.4 

i  0.4 

retailing 

Comsat 

1,048 

1,221 

24% 

28 /2 

18% 

NM 

0.8 

communications 

Giant  Food 

3,914 

2,036 

34 

36/s 

30/2 

27.2 

2.3 

retailing 

JC  Penney 

25,710 

12,953 

52K« 

57 

44% 

23.2 

4.1 

retailing 

Rollins 

635 

661 

19% 

23/2 

18/4 

31.8 

3.1 

business  services 

Temple-Inland 

3,442 

3,244 

58% 

62% 

46% 

32.6 

2.2 

packaging 

Waste  Management 

9,241 

15,789 

32% 

37/2 

28 

33.6 

\  2.1 

business  services 

Weyerhaeuser 

11,117 

10,879 

547/s 

55/4 

39/2 

31.9 

2.9 

forest  products 

NM:  Not  meaningful. 

Source:  Market  Guide  via  OneSource  Information  Services. 


These  short-sale  candidates  are  all  rated  as  likely  losers  by  both  Value  Line 

and  Zweig.  Portfolio  One  has  stocks  rated  Group  Five  in  Value  Line  and  Group  Nine 

in  Zweig.  Portfolio  Two  is  Value  Line  Fives  and  Zweig  Eights. 


for  the  s&P  500.  Going  back  to  Jan. 
1,  1990,  as  measured  by  our  back- 
testing,  our  short-sale  picks  declined 
1.6% — that  is,  selling  them  short 
would  have  made  money,  paying  you 
to  take  out  that  insurance — versus  a 
gain  of  208.6%  for  the  s&r  500. 

How  do  we  make  our  short-sale 
selections?  Reviewing  the  Hulbert 
Financial  Digest's  investment  letter 
performance  database,  we  found  that 
by  combining  the  systems  of  two  top- 
performing  services  we  could 
improve  results.  The  services:  the 
Value  Line  Investment  Survey  and  the 
Zweig  Performance  Ratings  Report. 

Value  Line  doesn't  explicitly  rec- 
ommend short  sales,  but  we  take  the 
overlaps  from  its  least-desirable  cate- 
gory (its  Group  Five)  with  Zweig\ 


least-desirable  (its  Group  Nine).  This 
gives  us  Portfolio  One  (see  table). 

We  also  take  the  overlaps  between 
Value  Linens  Group  Five  and  Zweig\ 
next-least-desirable  category  (its 
Group  Eight).  Reason:  Zweig 's 
Group  Nine  comprises  less  of  its 
stock  universe  than  Value  Linens 
Group  Five.  And  Zweig 's  explicit 
short-sale  recommendations  are  often 
drawn  from  its  Group  Eight.  These 
overlaps  constitute  Portfolio  Two. 

Of  course,  shorting  is  dangerous. 
Our  five  short-sale  selections  that 

During  the  spring  market 
break  our  short-sale  picks  did 
what  they  were  supposed  to  do. 


performed  worst — that  is,  went  up 
the  most — appreciated  an  average  of 
66.4%.  That  would  hurt  if  you'd  sold 
them  short.  You  have  to  diversify. 
Buy  at  least  a  dozen  from  our  list. 

On  the  other  hand,  the  five  best- 
performing  short  selections  lost  an 
average  of  47.9%.  (One  of  them, 
Paging  Network,  lost  54.6%,  but  at  a 
recent  9lA  a  share  appears  in  our  new 
Portfolio  One.) 

Full  disclosure:  As  happened  last 
time,  there  was  a  brief  nail-biting 
period  last  fall  when  both  portfolios 
were  above  the  s&P  500,  meaning 
our  hedging  strategy  would  have  put 
you  under  water.  So  far  our  hedging 
strategy  has  performed  extremely 
w  ell,  but  we  make  no  pretense  that  it 
is  a  sure  thing.  HI 
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MONEY  &  INVESTMENTS 


THE  FUNDS 


Talk  about 
overpaid  executives! 

How  can  a  fund  company  go  nowhere  during  the  greatest  fund  bonanza  in  history? 


By  Thomas  Easton  and  Dolly  Setton 

You  had  TO  work  at  jA 
it  not  to  make  a  ton 
of  money  in  the  fund 
business  during  this 
bull  market.  Franklin 
Resources  and  T. 
Rowe  Price  have  both 
seen  their  share  earn- 
ings triple  over  the 
past  half-decade. 
What's  the  matter 
with  John  Nuveen 
Co.?  This  99-year-old 
Chicago-based  spon- 
sor of  funds  seems  to 
be  asleep.  Its  earnings 
are  up  only  22%.  At  a 
recent  30  on  the  New 
York  Stock  Exchange, 
Nuveen's  shares  go 
for  a  market-lagging 
1 5  times  earnings  and 
linger  at  24%  below 
their  1993  peak. 

Nuveen  has  a  pa- 
tient majority  owner, 
maybe   a  little  too 
patient:   insurer  St. 
Paul    Cos.,  which 
holds   78%   of  the 
stock.  Actually  Nu- 
veen doesn't  have  to 
work  very  hard  for  a 
living  because  it  draws 
67%  of  its  $232  mil- 
lion annual  revenue 
from  management 
fees  on  a  collection  of  closed-end 
bond  funds  floated  years  ago.  While 
the  other  fund  companies  were  out 
hustling,  Nuveen,  in  effect,  clipped 
coupons. 

In  the  1980s  and  early  1990s 
investors  were  more  interested  in 
yield  than  in  appreciation.  Nuveen 
rode  the  jumping  bone  market  by 
selling  $25  billion  in  closed-end 


municipal  bond  funds  in  57  offerings. 
But  it  did  something  that  came  back 
to  haunt  it.  A  lot  of  its  closed-end 
funds  are  leveraged  via  offerings  of 
floating-rate  tax-exempt  preferred 
stock.  This  means,  in  effect,  that 
ow  ners  of  the  common  shares  of  a 
fund  are  buying  municipal  bonds  on 
margin. 

Leverage  works  fine  in  a  rising 


bond  market — that  is,  one  with 
falling  interest  rates — but  it's  poison 
in  a  bear  market.  Bond  prices  crashed 
in  1994.  The  share  price  for  a  sup- 
posedly conservative  offering  like 
Nuveen  Insured  Premium  Income  2 
fund  fell  33%  between  its  offering  in 
mid- 1993  and  late  1994. 

The  1994  bond  market  shock,  and 
the  allure  of  a  bullish  stock  market, 
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AREA  DEVELOPMENT 


1.  Fil-Estate 

2.  Mississippi  Department  Economic  and 
Community  Development 

3.  Virginia  Economic  Development  Partnership 
804-371-8202,  fax  804-786-1121 


BUSINESS  TO  BUSINESS 


4.  American  Express  Corporate  Services 

5.  Cemex 

6.  Cushman  &  Wakefield 

7.  TCG  -  Teleport  Communications  Group 
1-800-889-4TCG  or  www.tcg.com 

8.  TOYOTA  IN  AMERICA 


ANNUAL  REPORTS 


9.  American  General  Corporation 
10.  Archer  Daniels  Midland 
ILFil-Estate 

12.  Freeport-McMoRan  Copper  &  Gold 

13.  Freeport-McMoRan  Inc. 

14.  Phillips  Petroleum  Company 


FINANCIAL  SERVICES 


15.  Bank  Julius  Baer  www.juliusbaer.com 

16.  The  Bank  of  New  York 

17.  Blanchard  &  Company 

18.  Defined  Asset  FundsSH-Premier  American 
Portfolio  1-800-562-2926  ext.  300 

19.  E*TRADE  Securities,  Inc.  1-800-ST0CKS-3 
www.etrade.com 

20.  Jack  White  &  Company 

21.  Manulife  Financial 

22.  Prudential  Investments  1-800-654-5454 

23.  Republic  National  Bank 

24.  Robertson  Stephens  &  Co. 
1-E00-766-3863  ext.  844 

25.  T.  Rowe  Price  International  Stock  Fund 
1-800-541-8469  www.troweprice.com 

26.  Templeton  Foreign  Fund 
1-800-342-FUND  ext.  T272 


COMPUTER/TECHNOLOGY 


27.  Acxiom  Corporation 

28.  Control  Data  Systems  1-800-RIALT04 

29.  Data  General  Corporation 

30.  EXABYTE  CORPORATION  www.exabyte.com 

31.  QUALC0MM 

32.  SAP  America,  Inc. 

33.  Unisys  Corporation  www.unisys.com 

34.  UNITED  TECHNOLOGIES.  BE  THERE  FIRST. 
1-800-881-1914  or  http://www.utc.com 


CONSUMER  PRODUCTS/SERVICES 


35.  Acura 

36.  American  Society  of  Interior  Designers 

37.  Aurora.  By  Oldsmobile.  1-800-718-7778 

38.  Bermuda  Department  of  Tourism 

39.  BMW  1-800-334-4BMW  or  www.bmwusa.com 

40.  Buick  Motor  Division  1-800-4ABUICK 

41.  Chevrolet  Lumina  1-800-950-2438 

42.  Planet  1  by  COMSAT  Personal  Communications 

43.  Hilton  Hotels  Corporation 

44.  Holland  &  Holland 

45.  Hyatt  Hotels  &  Resorts  1-800-233-1234 

46.  Inter-Continental  Hotels  &  Resorts 

47.  Lincoln  Navigator 

48.  Mandarin  Oriental,  Hong  Kong 
www.mandarin-oriental.com 

49.  Mercury  Grand  Marquis 

50.  The  Regent  Sydney  www.rih.com 

51.  Toyota  Avalon  1-800-GO-TOYOTA 

52.  Trump  International  Hotel  &  Tower 

53.  The  Waldorf  Towers 
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THE  FUNDS 


Worst  buys 

Advantages  of  mutual 
fluids:  diversification,  li- 
quidity. Disadvantages: 
hefty  management  tees,  no 
control  over  when  capital 
gains  are  realized. 

Now  imagine  an  invest- 
ment vehicle  with  both  of 
the  flaws  and  neither  of  the 
benefits  of  funds.  It  would 
probably  look  something 
like  the  equity  unit  trusts 
Nuveen  has  launched  as  a 
follow-up  to  the  popular 
bond  unit  trusts  that  it  has 


sold  for  years. 

The  equity  trusts  pack- 
age roughly  equals  dollops 
of  15  blue-chip  companies. 
Units  cost  at  least  $3,000 
($1,000  or  more  for  an 
ira).  The  stocks  are  reas- 
suring names:  Abbott  Lab- 
oratories, American  Inter- 
national Group  and 
General  Electric.  What's 
wrong  with  owning  them 
in  a  unit  trust? 

Fees,  to  start  with.  The 
broker  and  Nuveen  take 
more  than  3.3%  of  your 
money  right  off.  Yet  the 
trusts  liquidate  in  1 3 
months.  Even  if  you  are 


then  willing  and  able  to 
roll  over  to  another  trust, 
your  ownership  costs,  after 
a  repeat-buyer  discount, 
will  still  be  2.3%,  or  almost 
double  what  you  would 
pay  in  an  actively  managed 
fund — and  as  much  as  ten 
times  what  you  would  pay 
in  an  index  fund. 

The  short  term  of  the 
trusts  has  another  draw- 
back: If  there  are  any  capi- 
tal gains,  you  must  realize 
them  immediately.  On  this 
score  you  would  be  some- 
what better  off  in  a  typical 
actively  managed  fund  and 
much,  much  better  off  in 


an  index  fund. 

What  about  liquidity?  If 
you  have  to  get  out  of  the 
unit  trust  before  it 
matures,  you  still  have  to 
cough  up  13  months' 
worth  of  sales  charges  to 
cover  front-  and  back-end 
commissions. 

Our  advice:  If  you  want 
to  put  money  into  a  short 
list  of  blue  chips,  buy  them 
yourself,  even  if  it  means 
buying  odd  lots.  You  can 
create  your  own  unit  trust 
at  a  lower  cost  and  have 
better  control  over  tax 
timing. 

-T.W.E.  and  D.S.  ■■ 


caused  investors  to  stop  buying  new 
closed-end  municipal  bond  funds. 
They  were  turning  into  relatively 
lousy  investments.  But  though 
investors  lost  interest,  they  couldn't 
just  redeem  their  shares.  Sharehold- 
ers in  a  closed-end  fund  can't 
redeem;  all  they  can  do  is  unload 
their  shares  on  another  investor. 
Meanwhile,  the  management  fees 
continue.  So  while  Nuveen's  sales 
lagged,  its  cash  flow  didn't. 

In  the  money,  and  apparently  out 
of  further  ideas,  Nuveen's  managers 
snoozed,  its  share  of  fund 
industry  assets  declining 
40%  in  the  past  five  years,  to 
slightly  more  than  one  per- 
centage point,  according  to 
Strategic  Insight,  a  New 
York  research  firm.  Another 
bond-oriented  investment 
firm,  Franklin  Resources, 
profitably  transformed  itself 
into  a  broad-based  invest- 
ment management  power- 
house through  the  acquisi- 
tion of  the  Templeton 
family  of  funds  and  the 
Mutual  Series  funds  man- 
aged by  Michael  Price. 
Nuveen  rested  on  its  past. 

When  an  equity  fund  was 
finally  started  in  1996, 
Nuveen  had  to  motivate 
brokers  and  customers  by 
setting  a  generous  sales  load 
and  then  paying  the  entire 


load  itself,  a  hugely  expensive  under- 
taking. It  thus  raised  $500  million  at 
an  effective  marketing  cost  of  3%  of 
assets,  which  is  more  than  has  often 
been  paid  in  acquisitions  for  estab- 
lished funds.  Nuveen  plans  to  launch 
several  balanced  funds  under  similar 

While  the  other  fund 
companies  were  out 
hustling,  Nuveen,  in  effect, 
clipped  coupons. 


conditions  this  year. 

Mostly  Nuveen  has  been  looking 
inward.  About  80%  of  cash  flow  last 
year  went  to  share  buybacks.  Even 
that  contraction  of  capital  hasn't 
overcome  weakness  in  share  earnings. 
Had  it  not  capitalized  the  marketing 
costs  for  its  equity  fund,  net  income 
would  have  fallen  8%  last  year,  to 
$64.8  million,  $1.75  a  share. 

This  questionable  accounting 
move  did  not  increase  shareholder 
wealth.  It  did,  however,  boost  com- 
pensation for  company  executives. 

Their  paychecks  are  tied  to 
a  formula  sensitive  to 
reported  earnings,  account- 
ing be  damned.  Perfor- 
mance bonuses  pushed  the 
pay  of  Chief  Executive 
Timothy  Schwertfeger  and 
President  Anthony  Dean  to 
$3.4  million  apiece  last 
year,  double  what  was  paid 
to  top  executives  at  the  far 
more  successful  T.  Rowe 
Price,  and  triple  that  given 
to  Franklin  Resources  boss 
Charles  Johnson. 

"Performance  has  been 
spectacular  in  an  environ- 
ment where  the  business 
has  been  difficult,"  says 
Schwertfeger.  Difficult?  In  a 
raging  bull  market?  We've 
heard  excuses  in  our  time, 
but  this  one  gets  some  kind 
of  a  prize.  M 
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)UR  STRENGTH  IN  PROJECT  FINANCE  HELPED  ONE  OF 
HINAS  LARGEST  POWER  STATIONS  BECOME  A  REALITY 


/  v 


HSBC  Investment  Banking  is  the  energy  behind  many  major  projects. 

Our  determination  to  succeed  was  key  to  our  successful  role  as  financial  adviser  to  the  Zhuhai  Power  Station's  project  company 
as  well  as  arranger  of  the  commercial  facilities.  We  ensured  a  path  was  found  through  China's  changing  foreign  exchange  environment, 
developing  precedents  for  lenders  and  sponsors  on  how  to  handle  the  country's  evolving  regulatory  framework.  Despite  its  size  (the  project 
will  cost  US$1 .2  billion),  we  clinched  the  deal  without  the  need  for  PRC  Government  or  financial  institutions'  guarantees. 

HSBC  Investment  Banking  combines  financial  strength  and  global  capability  with  an  intimate  knowledge  of  local  markets.  We  complete 
landmark  deals  by  fully  understanding  each  client's  particular  circumstances,  making  sure  each  deal  structure  fits  perfectly  and.  ultimately, 
giving  companies  the  power  to  grow. 


HSBC  Investment  Banking 


Member  HSBC  Group 


Corporate  Finance  ►  Project  and  Export  Finance  ►  Specialised  Finance  ►  Private  Equity  ►  Equity  Research  and  Distribution  ►  Asset  Management  ►  Private  Banking 


Save  $413  on 
a  40 -second 
phone  call. 
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If  you  trade  by  phone,  it's  time  to  call  E*TRADE.  The 
originator  in  online  investing,  we  also  revolutionized 
the  way  you  invest  by  phone. 

You  can  use  our  Touchtone  system  exclusively  or  just 
when  you're  away  from  your  computer-either  way  it's 
fast  and  easy.  You  can  place  trades,  check  your  portfolio 
or  get  market  information  in  less  than  a  minute.  You 
can  do  it  anywhere,  anytime.  And  you  pay  the  same 
low  rates  as  our  online  trading. 

It's  just  one  more  way  E#TRADE  is  changing  the 

way  you  invest. 


You  do  the  math.  Compare: 

E*TRADE 

Schwab 

Merrill  Lynch 

Trade  by  phone 

1200  listed  shares  @$20 

$14.95 

$137.52  $427.98 

Trade  via  PC 

1200  listed  shares  @$20 

SI  4.95 

$122.24  Available 

Price  charts 

and  fast-breaking  news 

Free 

Free 

Free 

Free  access  to  fundamental 
data  and  earnings  estimates 

Unlimited 

Limited  Unlimited 

E&isRADE 


Limit  and  slop  orders  are  $19  95.  For  listed  orders  over  5,000  shares,  add  1  c/share  to  the  entire  order.  Add  $15  for 
broker-assisted  trades.  Orders  execute  during  market  hours.  Comparative  rates  are  based  on  a  4/22/97  phone  survey. 
Some  firms  may  offer  discounts  and  services  not  available  at  E'TflADE  No  connect  fees  for  Web  access.  Direct  modem 
and  Touchtone  connect  fees  are  27c/minute,  but  with  12  free  minutes  per  trade,  you  may  pay  nothing. 
©  1997  E*TRADE  Securities,  Inc  Member  NASD,  SIPC  MFRBS97 
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THE  FORBES/BARRA  WALL  STREET  REVIEW 


BY  ERIC  S.  HARDY 


The  Merrill  Lynch  All  Convertibles 
Index  shows  a  9.7%  total  return  for 
the  first  six  months  of  1997.  That's 
half  the  S&P  500's  gain,  but  with 
only  a  small  fraction  of  the  risk. 

John  Calamos,  president  of  Chi- 
cago's Calamos  Asset  Management, 
says  the  yield  spread  between  con- 
vertible and  straight  bonds  is  unusu- 
ally narrow,  so  the  convertible  buyer 
doesn't  give  up  much  yield.  Calamos 
likes  the  Motorola  zero  coupons  of 
2013.  Each  $1,000  bond  (recent 
price  $890)  is  convertible  into  11 
shares  of  Motorola  common  at  the 
conversion  price  per  share  of  85;  the 
common  was  recently  80.  Income- 
minded  investors,  he  says,  should 
consider  Royal  Caribbean's  5.6%  con- 
vertible preferreds,  which  sell  for 
14.5%  above  their  conversion  value 
into  1.5  shares  of  common  stock. 


Special  focus 


We  warned  (Forbes,  Aug.  15, 1994)  what 
can  happen  when  a  chicken  restaurant 
worries  more  about  collecting  fees  from 
new  franchisees  than  about  selling  chick- 
en dinners.  Since  then,  Boston  Chicken's 
stock  has  dropped  30%.  Below:  two  fran- 
chisors whose  earnings  are  mainly  from 
new  franchise  fees.  The  bottom  four 
firms  have  a  more  stable  balance  between 
fees  and  revenues  from  existing  stores  and 
company-owned  sites. 

Where  franchisors  get  their  profits 


Company 

Recent 
price 

Initial 

tees* 

Blimpie  International 

5l/4 

163%  I 

Grow  Biz  International 

10'/2 

64 

Uno  Restaurant 

7 

10 

Foodmaker 

157/8 

15 

Sylvan  Learning  Systems 

33  Va 

22 

Papa  John's  Intl 

367/8 

23 

'Initial  franchise  fees  as  a  percent  of  net  income. 
NM:  Not  meaningful. 

The  overall  market 
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The  Barra  All-US  price  index  as  of  7/3/97 

Market  value:  $10.1  trillion 
P/E:  22.7 

PIE  minus  negative  EPS:  21.2 
Price/book:  3.3 
Yield:  1.6% 


12-month  closeup 


'87 

■DM 


'89    '90    '91    '92    '93    '94    '95   '96  '97 


JAS0NDJ  FMAMJJ 

'96  '97 


Closeup  on  the  markets 


The  best  and  worst  performing  stocks 


The  best  and  worst  performing  industry  factors' 


Best 

2-week 
change 

Change 
since 
12/31/96 

Worst 

2-week 
change 

Change 
since 
12/31/96 

Oilfield  services 

10.4% 

37.8% 

Precious  metals 

-6.0% 

-5.7% 

Oil  refining,  distributing 

7.2 

-40.6 

Tobacco 

-5.9 

12.5 

Pharmaceuticals 

5.0 

37.2 

Forest  products 

-4.5 

21.6 

Financial  services 

4.4 

39.2 

Misc  mining  metals 

-4.0 

20.7 

Motor  vehicles 

4.3 

5.2 

Broadcasting,  publishing 

-3.9 

14.8 

%  change  from 

Index  or  investment 

  2-week  change   

—      1  year  ago 

5-year  high 

Barra  All-US  index 

2.0% 

29.2% 

0.0% 

S&P/Barra  Growth  index1 

2.5 

41.4 

0.0 

S&P/Barra  Value  index- 

1.7 

31.2 

0.0 

Dow  Jones  industrials 

1.5 

38.4 

0.0 

S&P  500 

2.1 

36.4 

0.0 

NYSE 

2.1 

32.6 

0.0 

Nasdaq 

1.4 

24.2 

0.0 

PSE  Tech  100 

2.0 

42.3 

0.0 

EAFE4 

2.7 

13.7 

0.0 

CRB  futures  index5  6 

-3.0 

-5.5 

-10.0 

Gold'  (Comex  spot) 

■I 

-15.0 

-21.9 

Yen1  (per  $US) 

-0.2 

1 

3.1 

-11.1 

Oil  (W  Texas  Intermediate) 

4.7 

1  -8.7 

-26.5 

2-week 

1997 

2-week 

1997 

Best 

Price 

change 

EPS' 

Worst 

Price 

change 

EPS' 

Integon 

25  H6 

55% 

$-2.11 

Liposome 

8 

-68% 

$-0.16 

Tandem  Computers 

22  Va 

47 

1.02 

INSO 

11  Me 

-61 

1.50 

Duty  Free  International 

23  3/4 

41 

0.94 

Cellular  Technical  Services 

67/32 

-48 

0.54 

Integrated  Process  Equipment 

247/s 

35 

0.25 

Chesapeake  Energy 

8V2 

-A2 

0.64 

Wyle  Electronics 

49  5/i6 

34 

2.90 

Gadzooks 

2l7/a 

-37 

1.05 

Note:  Data  for  period  ending  7/3/97.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  U.S.  common  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  traded  on  U.S. 
markets.  ADRs,  REITs  and  closed-end  funds  are  excluded.  :Total  return  of  more  than  150  large-capitalization  stocks  that  have  high  historical  earnings  growth  and  have  predicted  above-average  earnings  growth. 
?Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  3A  price-weighted  index  of  100  widely  followed  U.S.  technology 
stocks.  Base  value  12/31/82  =  50  (adjusted).  4A  dollar-denominated  capitalization-weighted  index  of  more  than  1,100  foreign  stocks.  Source:  Morgan  Stanley  Capital  International.  'Index  of  21  commodity 
futures.  'Source:  Bridge-Commodity  Research  Bureau.  'Estimate.  Source:  IBES  Express.  8Shows  return  after  controlling  for  other  influences,  including  company  size,  value  and  growth  characteristics.  Multi- 
industry  firms  have  proportional  contributions  in  two  or  more  groups.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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FIXED  INCOME  REVIEW 


Treasury  yield  curve 


7.0% 


6.5 


6.0 


5.5 


One  year  ago 


5.0 


3  months 


2  5 

Maturity  (years) 


30-year  rate  minus  1-year  rate 


500 


Basis  points 


Yield  versus  inflation 


10% 


MMWMM 


Spread  over  Treasurys 

Total  returns 

Security4 

Basis  points' 

Security' 

1  year 

3  years8 

AA  corporates 

29 

AAA  corporates 

8.7% 

9.4% 

AAA  industrials 

12 

Ginnie  Maes 

9.7 

9.6 

Ginnie  Maes 

62 

Junk  corporates 

14.7 

12.4 

Junk  corporates 

339 

Municipals 

8.3 

7.9 

Municipals67 

Treasury  bonds 

7.4 

7.9 

BY  ERIC  S.  HARDY 


Note:  Most  information  provided  by  Barra,  Inc.  Berkeley,  Calif.  Data  through  6/30/97.  'A  basis  point  is  equal 
Treasurys.  3The  trailing  12-month  increase  in  the  overall  Consumer  Price  Index.  "Composite  maturities.  ^Source: 
municipal  bonds  and  30-year  U.S.  Treasury  bunds.  'Source:  Lehman  Brothers.  'Annualized. 


Investors  who  want  to  buy  bonds 
now — but  are  still  worried  about 
rising  interest  rates — should  exploit 
the  2 -to- 5 -year  section  of  the  matu- 
rity spectrum  on  the  yield  curve.  A 
Treasury  that  comes  due  only  2  years 
from  now  yields  5.9%  and  captures  all 
but  70  basis  points  (hundredths  of 
1%)  of  the  yield  of  the  30-year  bond. 
Substituting  a  5 -year  bond  narrows 
that  spread  to  less  than  50  basis 
points. 

Ian  MacKinnon,  who  oversees 
fixed-income  funds  for  Vanguard 
Group,  believes  that  despite  recent 
signs  of  slowing  growth,  the  combi- 
nation of  low  unemployment  and 
strong  consumer  confidence  will 
compel  the  Federal  Reserve  to  tight- 
en monetary  policy  during  the 
second  half  of  the  year.  When  rates 
rise,  you  want  to  be  at  the  shorter 
end  of  the  maturity  spectrum. 

What  about  those  new  inflation- 
indexed  Treasurys?  They  may  be  a 
good  deal  for  buy-and-hold  investors 
worried  about  accelerating  inflation. 
But  an  active  secondary  market  for 
these  bonds  hasn't  yet  developed,  so 
this  market  is  illiquid.  Maturities 
don't  cover  the  full  3-month-to-30- 
year  range;  so  far  only  5-  and  10-year 
bonds  have  been  issued. 

A  lot  of  the  bond  action  these  days 
is  overseas,  especially  in  emerging 
markets.  Paul  Ghaffari,  who  follows 
foreign  bonds  for  Morgan  Stanley, 
claims  that  currency  risk  is  not  that 
big  an  issue.  "Eighty  percent  to  90% 
of  the  bonds  we  own  are  denominat- 
ed in  U.S.  dollars,"  he  says.  His 
closed-end  Morgan  Stanley  Emerging 
Markets  Debt  Fund  returned  51% 
during  1996  and  this  year  is  ahead 
19%  through  the  end  of  June. 

When  investing  in  emerging- 
market  debt,  most  individuals  should 
look  for  a  good  mutual  fund.  Among 
the  dollar  bonds  in  Ghaffari's  port- 
folio are  Republic  of  Bulgaria  bonds 
and  some  Ivory  Coast  zero  coupons. 
"You  can't  just  look  these  [bonds]  up 
in  the  newspaper,"  he  says.  Besides, 
many  foreign  bonds  require  mini- 
mum investments  of  $250,000. 

to  one-hundredth  of  a  percentage  point.  2 Yield  on  10-year 
Credit  Suisse  First  Boston.  6Spread  between  long  maturity 
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STREETWALKER 


EDITED  BY  CAROLINE  WAXLER 


mmt   Investors  have  taken  a 

^    fancy  to  Boston 
Scientific  Corp.  (NYSE 
BSX),  a  $1.5  billion 
maker  of  minimally 
invasive  medical 
devices.  At  a  recent 
69,  the  shares 
trade  at  53  times 
last  year's  earn- 
ings. Justification: 
a  history  of  35%  earnings  growth. 

Those  days  are  over:  Boston's 
earnings  growth  will  slow  to  25% 
this  year.  Why?  A  $300  million 
upgrade  of  five  factories  and 
efforts  integrating  almost  a  dozen 
acquisitions  made  in  the  past  two 
years. 

Worse,  Boston's  biggest  business 
is  becoming  a  commodity.  Balloons 
for  angioplasty  make  up  an  estimat- 
ed 45%  of  sales,  but  surgeons  now 
prefer  balloons  with  stents 
attached — devices  that  keep  arteries 
open — a  combination  Boston  sells 
in  Europe  but  not  in  the  U.S.  John- 
son &  Johnson  does;  it  sells  angio- 

Short  circuit 

Some  will  win  and  others 
^     will  lose  in  the  deregulat- 
ing utility  industry.  A  loser:  San 
Francisco- based  PG&E 

Corp.  (nyse:  pcg), 
the  holding  com- 
pany whose 
chief  sub- 
sidiary, Pacific 
Gas  &  Electric,  serves 
northern  and  central 
California,  pg&e  is 
the  victim 
of 

tough 

restructuring 
legislation  that 
will  reduce  its  returns 

So  why  is  the  stock  up 
15%  since  the  beginnn 
of  the  year,  to  a  recent 
24%?  And  why,  at  close  to 
14  times  earnings,  is  it  tr 
around  a  15%  premium  to 
ps  because  investors  • 


plasty  balloons  and  coronary  stents 
together. 
Even  if 
Boston  gets 
into  the  U.S. 
market  with  a 
combination  of 
its  own,  market 
leader  j&j  will  be 
ahead  in  winning  over 
customers.  Another 
s  competitor — Med- 
tronic— won  approval 
for  its  stent  last  month. 

Though  Boston  expects  big  sales 
from  Europe,  analysts  aren't  sure. 
Less  red  tape  overseas  means  more 
competitors — more  than  20.  Some 
offer  free  samples,  others  sell  cheap- 
er versions. 

Disappointing  results  in  April  sent 
Boston's  stock  down  33%,  but  it 
recovered  quickly.  More  disappoint- 
ments could  easily  push  the  shares 
down  to  45,  a  loss  of  about  one- 
third  its  current  value.  If 
you  want  to  short  the  stock,  the 
company's  111  million  shares  are 
borrowable. 


the  worst  is  over  for  PG&E,  or  that, 
because  it's  a  bigger  company,  it 
will  fare  better  in  a  deregulated 
environment. 

Not  so.  There's  a  big  earnings 
drop  ahead,  courtesy  of  pg&e's 
important  Diablo  Canyon  nuclear 
plant.  For  the  past  several  years  Cali- 
fornia law  allowed  the  company  to 
earn  around  a  17%  rate  of  return  on 
Diablo,  but  that  was  lowered  last 
year,  to  6.77%.  And  next  year's  earn- 
ings will  be  hurt  when  the  company 
speeds  up  Diablo's 
depreciation 

from  Wi/U 


20  years  to  5.  Important,  since 
under  the  old  depreciation  schedule 
Diablo  contributed  67%  of  the  com- 
pany's earnings  in  1996. 

PG&E  hopes  to  make  up  for  these 
losses  by  entering  other  businesses 
like  energy  trading — the  brokering 
of  utility  services  for  customers — 
but  it  will  be  a  while  before  profits 
kick  in.  The  company  will  likely  earn 
only  $1.75  per  share  this  year,  down 
1 0%  from  original  estimates  of 
$1.95.  If  the  stock  traded  at  the 
industry  p/e  multiple  of  1 1 .7,  it 
would  fall  to  $20,  almost  20%  below 
current  levels.  Short  it. 


Broadcast  buy 


Media  investor  Herbert 
Siegel,  famous  for  driving  a 
hard  bargain,  has  been  a  quiet 
observer  of  the  industry's  deal 
mania.  His  stock,  the  $466  million 


(sales)  holding  company  Chris-Craft 
Industries  (NYSE:  CCN)  has  lagged. 

Time  to  buy.  With  its  strong  port- 
folio, buckets  of  cash  and  no  debt, 
CCN  is  a  steal  at  a  recent  48M,  says 
Steven  Bregman,  an  analyst  with 
Horizon  Asset  Management.  He 
thinks  the  stock  is  worth  at  least  70. 

The  company's  crown  jewel  is  its 
76%  ownership  of  BHC  Communica- 
tions (NYSE:  BHC),  owner  of  eight 
metro  television  stations.  Even 
though  deregulation  has  fattened 
values  on  TV  stations — 13  times  cash 
flow  today  versus  1 1  times  two  years 
ago — Chris-Craft  shares  haven't 
budged  in  18  months. 

Chris- Craft's  market  cap  is  only 
$1.5  billion.  But  BHC  is  worth 
nearly  $2.9  billion,  making  Chris- 
Craft's  interest  worth  $2.2  billion. 
In  addition,  Chris-Craft  owns  $1.5 
billion  in  short-term  Treasurys;  this 
translates  to  $34-per-share  in  cash 
equivalents. 
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Analysts  have  been  encouraged  by 
Siegel's  investment  in  United  Para- 
mount Network,  a  national  TV  net- 
work BHC  launched  with  Viacom. 
Bregman  thinks  Chris-Craft  may  be 
looking  to  sell  one  of  its  stations, 
which  could  breathe  life  into  the 
stock.  Even  if  Siegel  continues  to  sit 
things  out,  the  stock  carries  a  3% 
dividend. 

-Carleen  Hawn 

Real  value 

Real  estate  investment  trusts 
"^^^  have  had  quite  a  run  lately. 
One  with  staying  power  is  Ocwen 
Asset  Investment  Corp.  (Nasdaq: 
oaic),  a  new  real  estate  company 
formed  by  $2.6  billion  Ocwen  Finan- 
cial. It  went  public  in  May  as  a  REIT; 
the  shares  fetch  around  21/4. 

Ocwen  is  the  only  publicly  traded 
company  in  distressed  real  estate. 
These  investments  have  typically 
been  available  only  to  institutional 
investors  in  illiquid  private  partner- 
ships. It's  a  $73  billion  market. 

Shareholders  are  in  good  hands 
with  Ocwen,  the  nation's  largest 
single  buyer  of  distressed  properties 
and  discounted  loans  last  year.  Since 
1992  Ocwen  Financial  has,  through 
foreclosure,  acquired,  repositioned 
and  disposed  of  over  600  commer- 
cial real  estate  assets  and  discounted 
commercial  loans  worth  $4.1  bil- 
lion. The  company  is  also  buying 
high-yield  residential  and  commer- 
cial mortgage-backed  securities — 
the  former,  an  established  $1  trillion 
market,  and  the  latter  $100  billion 
in  size.  Ocwen  is  a  "Special  Ser- 
vicer," so  it  can  renegotiate  its  loans 
or  foreclose  quickly  if  a  loan 
becomes  delinquent.  Translation: 
reduced  risks  and  better  returns. 

Ocwen  should  earn  71  cents  a 
share  this  year  and  $2.41  next.  The 
shares  are  trading  at  1.45  times 
book  value,  below  other  commercial 
mortgage  REITs,  which  trade  at 
between  1.5  times  and  2.1  times. 
Analysts  reckon  the  discount  is  there 
because  Ocwen  hasn't  fully  invested 
the  proceeds  from  the  recent  IPO.  As 
it  does,  the  shares  could  rise  to  3 1 14, 
a  45%  jump.  Add  in  dividends  of 
$2.50  per  share  in  1998,  and  total 
return  could  be  56%.  WM 
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What's 
cooking  in  your 
portfolio? 
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Every  investor  knows  that  a  balanced 
diet  is  best  for  long-term  financial  health. 

That's  why  your  advisor  at  Bank  Julius 
Baer  blends  the  resources  of  the  Julius 
Baer  group  into  a  recipe  for  long-term 
after-tax  performance. 

International  wealth  management  is 
our  strength.  Personalized  service  is  our 
commitment.  For  Julius  Baer  group 
expertise,  please  contact: 

New  York:  Balz  Eggimann  (212)  297  36  00 
Palm  Beach:  Michael  Blank  (561)  659  44  40 
Los  Angeles:  Pius  Kampfen  (3 10)  286  02  01 
Montreal:  Karel  Nemec  (514)  847  19  00 
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BANK  JULIUS  BAER 

The  Fine  Art  of  Private  Banking 

http://www.jul  iusbaer.  com 


(2jf  3i^/Jj3e£dn*f&t&^  J  33 


POINT 


Special  Edition 


A  timely  message  to  Commerzbank's 
international  clients  and  shareholders 


Commerzbank 
building  dynamic 
profit  performance 
on  substance 


To  meet  the  objectives  of  its  diverse  and 
growing  clientele  worldwide  and  to  reward 
the  confidence  of  its  225,000  shareholders, 
Commerzbank  is  making  substantial  progress. 
This  special  edition  of  Viewpoint  outlines 
significant  achievements  in  1996  and  early 
1997,  and  focuses  on  some  key  aspects  of  our 
strategies  for  the  longer-term  future. 


International  presence: 
Almaty,  Amsterdam,  Antwerp, 
Atlanta,  Bangkok,  Barcelona, 
Beijing,  Beirut,  Bombay,  Bratis- 
lava, Brussels,  Budapest,  Buenos 
Aires,  Cairo,  Caracas,  Casablanca, 
Chicago,  Copenhagen,  Dublin, 
Geneva,  Gibraltar,  Grand  Cayman, 
Hong  Kong,  Istanbul,  Jakarta, 
Johannesburg,  Kiev,  Labuan, 
London,  Los  Angeles,  Luxembourg, 
Madrid,  Manama,  Mexico  City, 
Milan,  Minsk,  Moscow,  New  York, 
Novosibirsk,  Osaka,  Paris,  Prague, 
ic  r!e  Janeiro,  Sao  Paulo,  Seoul, 
ai,  Singapore,  St.  Peters- 
'ney,  Taipei,  Tehran, 


Dynamic  start  in  first  quarter  1997. 

After  another  record  year  in  1996,  the  Commerzbank 
Group  is  off  to  a  strong  start  in  1997.  In  the  first 
quarter,  the  Bank's  operating  result  before  risk  pro- 
visions surged  20.5%  to  DM1,053  million.  Group 
total  assets  reached  DM471  billion,  up  5.1%  over 
year-end  1996.  These  achievements  are  a  continuation 
of  Commerzbank's  highly  rewarding  year  in  1996: 
after  doubling  its  earnings  in  1995,  the  Group  boosted 
its  operating  result  after  provisions  by  28.6%  to 
DM1,859  million.  After-tax  return  on  equity  was 
10.1%,  placing  Commerzbank  among  Germany's  most 
profitable  financial  institutions.  Our  goal  in  the 
coming  years  is  a  step-by-step  progression  to  15%'  ROE. 

Position  in  international  finance  expanded. 

International  finance  is  a  traditional  strength  of 
Commerzbank,  which  operates  50  outlets  in  40  coun- 
tries. This  area  naturally  covers  finance  for  trade 
(13%  of  Germany's  external  trade),  international 
fund-raising  operations  of  all  types,  forex  and  secur- 


ities trading,  asset  management  and  financial  deri- 
vatives. In  1996,  Commerzbank  reinforced  its  pro- 
minent position  on  the  international  bond  markets, 
participating  in  107  new  issues  totalling  DM30  billion. 
Moreover,  the  Bank  ranked  first  as  lead  manager  on 
the  Jumbo  Pfandbrief  market,  and  also  created  the 
Commerzbank  Jumbo  Pfandbrief  Index  for  this 
rapidly  growing  fixed-income  segment. 

Continuing  its  strong  development  as  an  asset 
manager  of  choice  for  both  private  and  institutional 
investors,  Commerzbank  in  1996  lifted  assets  under 
management  by  over  12%  to  DM120  billion.  The 
Group  now  offers  asset  management  expertise  in 
13  countries  with  24  operative  units. 

Also  rewarding  was  the  performance  of  Commerz 
Financial  Products,  the  Group's  derivatives  subsidi- 
ary. In  only  its  second  full  business  year,  and  still  in 
an  expansion  phase,  CFP  posted  an  operating  result 
of  DM131  million. 

Strategy  for  International  Investment 

BANKING.  With  earnings  potential  as  its  top  priority 
-  and  size  a  secondary  consideration  -  the  Group's 
overall  strategy  in  international  investment  banking 
is  to  base  its  core  units  in  Frankfurt  with  strong  out- 
lets operating  in  London,  New  York,  and  Singapore. 
Moreover,  we  plan  to  significantly  expand  our  capa- 
bilities in  equities  organically,  with  a  view  of  enhanc- 
ing profitability  in  this  sector  over  the  longer  term. 

Earnings  up  in  German  retail  market. 

Commerzbank  is  committed  to  increasing  its  earn- 
ings and  market  share  in  Germany's  highly  competi- 
tive retail  market  where  we  operate  960  branches. 
An  intense  sales  offensive  resulted  in  80,000  new 
customers  and  increased  profits  in  1996. 

SHARP  RISE  IN  SHARE  PRICE.  After  a  lackluster 
first  half  of  1996,  Commerzbank's  share  price  surged 
in  the  second  half  to  one  of  the  DAX's  ten  best  per- 
formers. The  net 
dividend  payout  of 
DM540  million  is 
double  the  1992 
amount.  In  the  first 
five  months  of  1997 
our  share  price  rose 
by  another  27.6%, 
reaching  a  market 
capitalization  of 
more  than  DM  20 
billion. 


Commerzbank  AG 

Strong  increase 
in  share  price  since 
mid-1996 
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POSITIVE  OUTLOOK.  In  the  light  of  our  accom- 
plishments in  recent  years  and  our  clearly  defined 
strategies  for  the  future  based  on  substance,  we  are 
confident  Commerzbank  will  maintain  its  dynamic 
profit  performance  in  1997  and  beyond. 

For  more  information  about  our  banking  and 
financial  services,  contact  Commerzbank's  Corporate 
Communications  Department,  Frankfurt 
Fax  +49  69  13  62-98  05;  http://www.commerzbank.com 
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PORTFOLIO  STRATEGY 

The  top?  Not  yet 


BY  KENNETH  L.  FISHER 


Seven  months  ago  my  Dec.  30  column  said 
that  "my  best  guess"  was  for  a  peak  "in 
1997's  first  half."  Happily,  I  did  not  urge  you 
to  sell  but  urged  you  to  remain  fully  invested 
until  it  looks  like  a  top  has  already  come. 

I'm  glad  I  advised  holding  on  to  stocks 
because  that  peak  now  looks  a  good  deal  fur- 
ther away  than  the  first  half  of  1997. 

What  has  changed  my  mind?  My  own 
clients,  to  a  large  degree.  When  we  sign  on  a 
new  account,  we  ask  certain  questions,  and  it 
is  surprising  how  many  of  the  new  clients  are 
worried  about  an  impending  top.  In  fact, 
many  have  hired  us  to  help  them  decide  when 
to  pull  the  cord  on  their  parachutes.  The 
market  is  giving  lots  of  people — too  many 
people — fear  of  heights.  Fear  is  bullish. 

The  June  30  quarter  saw  an  S&P  500  return 
of  17.5% — big  by  any  count — the  fourth- 
largest  quarter  since  1970.  There  is  no  history 
of  quarters  this  big  reversing  immediately.  But 
more  important,  my  intuition  tells  me  if  this 
were  the  top,  the  customers  wouldn't  all  be  so 
darned  worried  about  it. 

Markets  don't  do  what  most  people  fear. 
They  do  something  else.  By  the  time  we  get 
to  the  actual  top,  most  folks  will  have  become 
complacent.  I'm  now  in  my  fourteenth  year 

If  this  were  the  top,  the 
customers  wouldn't  be  so 
darned  worried  about  it. 

here.  Only  six  Forbes  columnists  have  lasted 
longer.  My  favorite  is  Joe  Goodman — span- 
ning 1935  to  1958.  Joe's  columns  persuade 
me,  as  I  have  said  many  times,  that  you  don't 
try  to  call  tops  until  just  afterward — not 
before.  Tops  are  usually  gentle  enough  that 
you  can  get  out,  not  at  the  top,  but  close 
enough  to  the  top  to  satisfy  anyone  but  a  pig. 

My  advice  remains:  Be  100%  in  stocks,  with 
a  55%  weight  to  the  U.S. — and  that  among 
our  35  largest  stocks  (my  Apr.  21  column 
shows  the  list).  Not  only  do  these  giants  per- 
form now,  but  I  think  they  will  fall  least  when 
the  next  bear  market  does  arrive. 

The  other  45%?  I  have  it  overseas  in  large 
European  stocks  aimed  at  a  big  cyclical 
bounce  and  in  Japanese  global  exporters.  All 


Kenneth  L.  Fisher 
is  a  Woodside,  Calif .- 
based  money  manager. 
His  third  book  is 
100  Minds  that 
Made  the  Market. 
kenfisher@fi.com 


these  stocks  can  be  sold  easily  at  the  right 
time — huge  and  liquid. 

Stocks  like:  Mo'et  Hennessy  (54,  lvmhy),  the 
name  in  champagne,  most  of  the  big  ones 
anyway.  This  $23  billion  French  giant  also 
makes  cognac,  cosmetics,  perfume  and  other 
luxuries.  The  stock  is  off  5%  in  1997,  but  I 
expect  it  to  hit  100  by  the  year  2000.  Mean- 
while you  get  a  1 .9%  dividend  yield  in  a 
unique  firm  with  a  dominant  franchise. 

Cadbury  Scbweppcs  (38,  CSG)  is  the  world's 
top  noncola  soft-drink  firm — the  un-cola.  For 
your  friends  who  don't  like  booze  or  coke, 
Cadbury  makes  Schweppes,  Canada  Dry, 
7UP,  Crush,  Sunkist,  A&W  and  much  more.  It 
is  a  $90  stock  waiting  to  happen,  with  a  4.9% 
dividend  yield  en  route.  Slurp  it  up. 

Ignore  all  the  litigation  flap  and  buy  B.A.T 
Industries  (19,  bti).  At  $29  billion  it  is  the 
world's  second-largest  tobacco  stock,  with  huge 
overseas  market  share,  where  all  die  growth  is. 
The  stock  could  hit  30  within  two  years.  You 
get  a  6.8%  dividend  yield  while  you  wait.  I 
would  avoid  the  small  U.S.  cigar  stocks,  Culbro 
(117,  cbo)  or  Consolidated  Cijjar(27,  cig). 
They  are  fad  stocks,  overpriced  and  ripe  to  fade. 

For  beer  or  a  pub  to  drink  it  in,  try  Bass 
(26,  BAS),  the  U.K.'s  largest  brewer,  making 
brands  you  know  like  Bass  Ale,  Carling  Black 
Label  and  Worthington's.  It  also  runs  pubs, 
hotels  and  betting  shops.  This  $12  billion 
stock's  p/e  is  15.  It  sells  for  1.7  times  book 
value  and  has  a  2.6%  dividend  yield. 

While  we  are  partying,  don't  forget  Grand 
Met  (41,  GRM)  for  its  Haagen  Dazs  and  Pills- 
bury  brands — and  its  grand  group  of  liquor 
names  like  J&B  Rare  Scotch,  Jose  Cuervo  and 
Smirnoff  vodka,  plus  more.  Oh,  I  almost 
forgot.  It  owns  Burger  King  in  more  than  40 
countries.  The  stock's  a  whopper,  too.  Bank 
its  2.5%  dividend  yield  while  you  wait  for  60. 

Yes,  one  day  there  will  be  a  bear  market 
again.  Prepare  now  by  doing  the  time-con- 
suming paperwork  with  your  broker  to  buy 
index  puts — basically  an  insurance  premium 
with  a  specified  deductible  to  insure  against 
portfolio  loss.  Index  puts  cost  about  the  same 
as  the  transaction  costs  to  sell  out  of,  and  later 
get  back  into,  equities.  The  day  will  come 
when  I  urge  hedging  with  a  put — maybe  on 
the  s&P  500  or  a  small-cap  index  like  the  Rus- 
sell 2000 — depending  on  conditions  then. 

But  that's  for  the  future.  For  now,  the  bull 
marches  on.  And  we  should  enjoy  the  party.  H 
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Why  I  am  a  disbeliever 


BY  MARTIN  SOSNOFF 


Martin  Sosnoff  is  chief 
investment  officer  of 
Atalanta/Sosnoff  Capital 
in  New  York  and  author 
of  Silent  Investor, 
Silent  Loser. 


Coca  Cola  may  be  better  than  cash,  but  it 
ain'l  getting  my  money  at  37  times  consensus 
numbers  for  1998.  I  want  growth,  but  at  a 
reasonable  price.  It's  there,  but  not  among 
the  usual  suspects. 

Since  1991  the  technology  sector,  along 
with  financial  services,  has  expanded  from 
about  10%  of  the  market's  valuation  to  30%. 
Few  bargains  here:  Sectors  that  double  or 
triple  are  suspect,  with  exceptions.  For  me  the 
exceptions  in  financial  services  are  American 
Express  and  MBNA.  The  credit  card  operators 
are  taking  a  lot  of  heat  from  rising  delinquen- 
cies and  personal  bankruptcies,  but  those  two 
so  far  are  immune  from  serious  credit  losses. 

I  am  amazed  at  the  growing  balance  sheet 
strength  of  airlines  like  AMR.  They  are  losers  in 
the  congressional  tax  marathon,  and  the 
group  is  weaker,  which  makes  them  candidates 
for  the  growth  I  am  looking  for  at  reasonable 
prices.  Airlines  are  next  in  line  to  be  buyers  of 
their  own  stock.  They  sell  between  four  and 
five  times  enterprise  value — market  bottom 
prices.  The  market  sells  at  ten  times  cash  flow. 

The  biggest  score  for  me  the  past  12 
months  is  cigars.  The  premium  player  is 
Culbro,  now  General  Cigar.  The  basic  caveat 
on  cigars  is  the  fad  theme.  Yuppies  try  'em  and 
leave  'em.  I  don't  buy  this  caveat.  Does  a  nico- 
tine-starved country  turn  to  Prozac  or  cigars? 
I'm  betting  on  crossover  smokers.  Despite 
what  I  see  as  their  superior  growth  prospects, 
the  cigar  stocks  sell  at  a  market  multiple. 

Oil.  The  downspin  in  crude  oil  prices 
makes  futures  charts  look  like  ski  chutes,  cast- 
ing a  shadow  on  oil  service  operators,  scaring 
investors  away.  Nearly  bankrupt  and  over- 
leveraged  just  three  years  ago,  the  industry  is 
behaving  more  rationally.  I'm  seeing  share 
buybacks  and  few  new  rigs  built  on  spec. 
Today  you  want  industries  that  are  spending 
less  of  their  cash  flow  on  cap  outlays,  which 
tsn    true  of  technology  but  is  of  oil  service. 
Color  Schlumberger,  Halliburton,  Transocean 
and  Diamond  Offshore  buys. 

T!:  is  overstored  and  over-square - 

footc\.  id  it's  reflected  in  low  retail  valua- 
tions, <.  'ting  luxury  purveyors  like  Saks, 
Gucci  Iph  Lauren's  Folo.  But  I  notice 

that  off-  operators  like  TJ  Maxx,  Toys 
"R"  Us  .  Tart  are  gaining  momen- 

tum whik         i  u  goods  hang  on  the  racks. 


Airlines,  retailers  and  oil  service.  Not  the 
usual  suspects,  but  that's  where  I  see  the 
growth  at  reasonable  prices.  These  three  huge 
industries  add  up  to  less  than  10%  of  the  mar- 
ket's capitalization.  The  entire  airline  industry 
is  under  1%  of  the  market,  which  compares 
with  14%  for  technology  and  as  much  for 
financial  services.  Well-run  HMOs,  like  United 
Healthcare,  get  my  money,  because  they  sell 
below  the  market's  valuation. 

Remember:  It's  a  lot  easier  for  a  1%  sector 
of  the  market  to  go  to  2%  than  for  technolo- 
gy to  spiral  up  from  14%  to  28%. 

So  if  you're  allergic  to  technology,  there  is 
still  a  big  world  out  there.  General  Cigar  is  my 
Coca-Cola.  No,  it's  not  Pfizer  or  Intel,  which 
spend  a  couple  of  billion  per  annum  on 
research.  But  Pfizer  is  off  the  charts  now.  The 
time  to  have  bought  it  was  when  it  was  a  fear- 
and-dread  stock  a  few  years  ago.  So  while 
GenCigar  may  not  be  a  Pfizer  or  an  Intel,  it  is 
reasonably  priced  at  ten  times  cash  flow — a  lot 

Remember: 

It's  a  lot  easier  for  a  1%  sector 
of  the  market  to  go  to  2% 
than  for  technology 
to  spiral  up 
from  14%  to  28%. 


of  which  is  free  cash  flow  since  tractors  and 
curing  sheds  don't  require  a  lot  of  investment. 

In  the  early  1970s  buying  and  holding  the 
biggest  and  best  paid  off  until  the  recession 
of  1973-74  destroyed  earning  power  for  most 
of 'em,  along  with  their  valuation  totems.  It's 
not  1972 — yet.  But  some  similarities  get  my 
attention.  Smith  Barney  and  Morgan  Stanley 
hawk  their  new  Nifty  Fifty  compilations, 
which  are  eerily  comparable  with  the  1972 
lists.  Please  note  that  Gillette,  Microsoft, 
Pfizer  and  Eli  Lilly  are  averaging  above  30 
times  1998  projections.  Yes,  1998,  not  1997. 

Disbelief  means  low  multiples.  Belief  brings 
30  times  1998  projections.  Disbelief  is  the 
most  powerful  motive  force  in  the  stocks 
inventory  today. 

Note:  Atalanta/Sosnoff,  its  clients  and 
Martin  Sosnoff  own  shares  of  Culbro, 
Consolidated  Cigar,  Pfizer,  Intel,  Microsoft 
and  TJX. 
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other  is  information.  Because  no  bank  moves  a  single  dime  without  it  And  helping  clients  manage  infor- 
ion— not  just  process  it — is  what  Unisys  does  best.  That's  why  Unisys  is  the  choice  of  the  world's  most 
nsive  users  of  information. 

for  details  and  learn  what  clients  like  Union  Bank  of  Switzerland  learned.  When  it  takes  information  to  run \ 


One  of  them  is  money. 

.  ,8. 


When  information  is  everything. 

hrt0://www.unisys.com  or 
1-800-874-8647,  ext.  222. 
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Dividends  matter 


BY  CHARLES  E.  BABIN 


Charles  E.  Babin  is  a 
managing  director  of 
Boston-based  State 
Street  Global  Advisors, 
where  he  oversees 
equity  strategies  for  the 
Special  Investor  Group. 


Generations  ago  Benjamin  Graham  and 
David  Dodd  hypothesized  that  share  prices 
are  a  function  of  future  dividend  flows.  Fads 
and  fashions  come  and  go  in  stock  market  val- 
uation, but  this  one  endures. 

A  simple  exercise  confirms  the  wisdom  of 
this  straightforward  idea.  Look  at  the  accom- 
panying scatter  diagram.  I  constructed  the 
matrix  by  calculating  the  dividend  growth  for 
each  of  the  Djl  constituent  companies,  mea- 
sured over  ten  years  ending  last  December. 

I  then  sorted  the  stocks  according  to  the 
magnitude  of  observed  increase,  with  the 
best  record  receiving  a  value  of  30.  The  pro- 
cedure was  repeated,  applying  it  to  each 
stock's  price  appreciation.  The  constellation 
of  points  appearing  in  the  chart  results  from 
pairing  up  the  dividend  and  appreciation 
rankings. 

Even  a  casual  examination  of  the  data  sug- 
gests a  strong  association  between  dividend 
growth  and  relative  stock  market  perfor- 
mance. As  shown  by  the  "■best-fit"  line,  com- 
panies with  spotty  dividend  records  tended  to 
underperform,  while  those  with  steady  growth 
outperformed.  IBM,  for  example,  earned  the 
lowest  dividend  ranking  because  it  slashed  its 
payout  roughly  70%. 

How  did  the  market  react?  With  a 
vengeance.  A  raging  bull  market  notwith- 
standing, IBM  shares  appreciated  only  25%  in  a 
decade.  Conversely,  Travelers  (try),  increas- 


ing its  quarterly  payout  from  1.3  cents  to  15 
cents,  was  the  runner-up  stock  performer, 
posting  a  more  than  sevenfold  increase. 

Of  the  30  Djl  stocks,  only  four  cut  their 
payouts  over  the  last  ten  years.  All  sank  to  the 
bottom  of  the  barrel. 

The  second  chart  contrasts  the  inflation- 
adjusted  dividend  returns  of  IBM  and  Travel- 
ers, assuming  the  shares  were  purchased  at  the 
end  of  1986.  Note  this:  Although  TRV's  yield 
at  the  start  was  anemic  by  comparison  with 
IBM's,  Travelers  proved  to  be  the  superior  div- 

Companies  with  spotty 
dividend  records 
underperform,  while 
those  with  steady  growth 
outperform. 


idend  play  over  the  long  run.  And  consider 
this:  Even  if  the  market  hadn't  rewarded  TRV 
for  its  dividend  growth,  investors  still  would 
have  come  out  ahead.  Travelers'  current  yield 
would  be  nudging  10%,  while  IBM  shares 
would  be  a  smidgen  over  1%. 

How  do  you  know  future  dividend  growth? 
Past  dividend  policies  don't  guarantee  future 
distributions,  but  it  would  be  a  mistake  to 
ignore  history,  especially  since  dividend  policy 
is  far  easier  to  manage  than  revenues  and 
earnings.  Failure  to  raise  dividends  is  a  warn- 
ing sign. 

As  Graham  and  Dodd  put  it  a  half-century 
ago,  "The  considered  and  continuous  verdict 
of  the  stock  market  is  overwhelmingly  in  favor 
of  liberal  dividends  as  against  niggardly  ones." 
Right  on  Ben  and  Dave.  MB 
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Every  day,  3300  children  lose  their  private  health  insurance.  And  it's 
working  families  who  are  being  hit  hardest.  It's  a  big  problem,  but  it's  solvable. 


CHILDREN'S  DEFENSE  FUND 


Call  1-800-CDF-1200  to  find  out  how  you  can  help. 
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FINANCIAL  STRATEGY 

Survival  of  the  biggest 


BY  A.  GARY  SHILLING 


A.  Gary  Shilling  is 
president  of  A.  Gary 
Shilling  &  Co., 
economic  consultants 
and  investment 
advisers.  His  firm 
publishes  Insight,  a 
monthly  newsletter 
covering  the  business 
outlook  and  investment 
strategy. 


Within  a  decade  such  great  financial  names 
as  Merrill  Lynch  and  Salomon  Inc.  will  proba- 
bly no  longer  be  independent  companies.  One 
reads  daily  in  the  papers  about  new  and  bigger 
consolidations  in  the  financial  services  indus- 
try. In  my  view,  the  consolidation  trend  is  still 
in  its  fairly  early  stages.  When  it's  over,  there 
are  likely  to  be  no  more  than  a  dozen  big 
name,  broad-spectrum  financial  service  firms 
left.  The  survivors  will  be  the  boys  with  the 
deepest  pockets  because  they  have  the  where- 
withal to  buy  out  the  smaller  players  and 
weather  the  consolidation  bloodletting. 

Why  do  I  think  Morgan  Stanley  and  other 
Wall  Street  giants  will  be  bought  out?  Look  at 
the  numbers.  Citicorp  has  a  market  cap  of 
$62  billion,  more  than  twice  Morgan  Stan- 
ley/Dean Witter's  $26  billion.  BankAmerica 
runs  $49  billion,  versus  $20  billion  for  Merrill 
Lynch.  When  banks,  brokers  and  insurers  are 
completely  free  to  combine,  bet  on  the  big 
banks  with  the  most  assets. 

There's  nothing  unusual  about  all  this. 
Look  at  other  service  industries  that  have 
already  been  deregulated.  Stockbrokers  met 
under  that  famous  buttonwood  tree  in  1792 
to  fix  commission  rates  for  nonmembers  of 
what  became  the  New  York  Stock  Exchange. 

The  resulting  cartel's  profits  exploded  in 
the  1950s  and  1960s  when  pension  funds  and 
other  financial  institutions  started  to  buy 
stocks  in  a  big  way,  but  the  party  ended  when 
the  SEC  forced  the  uncoupling  of  commis- 
sions. The  leaves  were  blown  off  the  button- 
wood  tree,  and  commission  rates  had  fallen 
40%  by  1978.  Hundreds  of  old-line  brokerage 
houses  disappeared,  among  them  famous 
names  like  Reynolds;  Loeb  Rhodes;  White, 
Weld;  DuPont;  Hornblower  &  Weeks.  The 
survivors?  Well-capitalized  firms  like  Merrill 
Lynch,  Morgan  Stanley,  First  Boston, 
Salomon  Brothers  and  Goldman,  Sachs. 

Trucking  was  tightly  regulated  until  1978, 
to  the  point  that  the  authority  to  ship  goods 
between  specific  cities  was  worth  millions 
and  truckers  had  to  return  empty  if  they 
lacked  shij  ping  rights  in  the  reverse  direc- 
tion. Th«         lived  routes  kept  hundreds 
of  small,  ii  :fficient  truckers  in  business. 
Teamster  u    e    ikes  were  legendary,  and 
cost  controls  didn't  exist.  With  deregulation, 
everyone  inva<l  d  each  other's  territory  to 


achieve  economies  of  scale.  Financially 
weak  unionized  shops  went  off  the  road  as 
shipping  rates  fell  and  nonunion  truckers 
barreled  ahead. 

Airlines,  also  deregulated  in  1978,  were  on 
the  same  flight  path:  Earlier,  lots  of  small, 
weak  carriers  were  kept  going  by  high,  fixed 
fares  and  tightly  regulated  routes.  After  dereg- 
ulation, travelers  got  cheaper  rates;  the  big  air- 
lines got  bigger  and  many  small  ones  auc- 
tioned off  their  equipment. 

Now  deregulation  is  spreading  in  financial 
services,  and  it's  only  a  matter  of  time  before 
everyone  is  allowed  to  invade  everyone  else's 
territory.  With  the  allowed  increase  from  10% 
to  25%  of  revenues  that  banks  can  get  from 
securities  business,  BankAmerica  is  buying 
Robertson,  Stephens,  and  Bankers  Trust  plans 

The  survivors  will  be  the  boys  with 
the  deepest  pockets  because  they 
have  the  wherewithal  to  buy  out 
the  smaller  players. 


to  acquire  Alex.  Brown.  Travelers  is  already  in 
the  brokerage  business  with  Smith  Barney, 
and  many  banks  sell  insurance. 

When  Glass-Steagall  finally  goes,  and  it's  as 
good  as  gone,  there  will  be  cutthroat  compe- 
tition in  all  financial  services  and  a  shakeout, 
with  the  strong  buying  the  weak.  In  this  war 
the  high  ground  belongs  to  the  army  with  the 
most  guns  and  the  patience  to  husband  its 
ammo  while  the  enemy  invades  its  turf- — and 
then  to  counterattack. 

The  big  banks  own  the  arsenal  but  they 
don't  own  a  monopoly  on  technology  and 
innovation.  So  don't  rule  out  as  potential 
survivors  smaller  but  smart  operators  like 
Charles  Schwab  and  maybe  a  few  no-non- 
sense regionals  like  A.G.  Edwards.  Some  effi- 
cient well-run  insurance  firms  like  Chubb, 
Travelers  and  aig  are  potential  survivors.  So 
too  are  Fidelity  and  American  Express.  GE 
Capital  is  already  a  financial  powerhouse. 
That  doesn't  leave  room  for  too  many 
others.  It  will  be  a  real  scramble  before  the 
final  winners  emerge. 

My  message  is  simply  this:  If  you  think 
there's  been  a  lot  of  merger  activity  on 
the  financial  services  front,  you  ain't  seen 
nothing  yet.  ■■ 
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TAKE  BETTER  CONTROL  OF  YOUR  INVESTMENT  DECISIONS  WITH 


The  FORBES  Stock 
Market  Course 


Every  investor  should  own  The  Forbes  Stock 
Market  Course,  the  practical  handbook  that 
provides  the  goals  of  today's  smartest 
investors  —  and  the  strategies  they  use  to 
reach  them. 


PARTIAL  LIST  OF  TOPICS 


How  to  choose  a  broker —  Broker  commissions — How  to  place 
an  order  —  Sources  of  information  —  Market  patterns  (how  to 
chart  stock  market  movement)  —  Dollar-cost  averaging  — 
Buying  on  margin  —  How  to  read  the  tape  —  The  Dow  theory 
—  Indexes:  the  Dow,  the  Russell  2000,  the  Wilshire  5000  — 
Bonds  and  preferred  stocks  —  Derivatives  including  options  — 
How  to  read  a  company's  financial  statement —  Mutual  funds. 


SPECIAL  BONUS  GIFTS 


Order  The  Course  today,  and  you'll  also  receive  two  special 
bonus  gifts:  The  Forbes  80-Year  Wall  Chart  of  Business  and 
Security  Trends,  plus  an  invaluable  Glossary  of  Investment  Terms. 

The  Course  describes  the  risk  level  of  various  investments  and 
helps  you  find  your  own  "comfort  level"  of  risk  and  reward.  Two 
sample  portfolios,  one  for  a  retirement  hind  and  one  for  the 
funding  of  a  child's  education,  show  these  risk/reward  factors  at  work. 

How  much  time  do  you  want  to  spend  on  your  investments?  The  Course 
describes  how  the  active  investor  attempts  to  beat  the  market  by  buying  low 
and  selling  high  —  a  method  requiring  close  attention.  It  also  outlines  how 
the  passive  investor  buys  and  holds  stocks  to  allow  dividends  and  appreci- 
ation to  produce  a  return.  Each  technique  is  fully  explained  in  this  time- 
tested  manual. 

The  Course  will  give  you  an  understanding  of  the  forces  that  drive  the 
market  up  and  down,  the  signs  that  let  you  see  what's  coming  and  the 
factors  affecting  the  prices  of  individual  stocks.  You  even  get  an  entire 
section  on  to  how  to  make  money  in  a  down  market. 

Written  in  simple,  concise  language,  The  Course  can  help  you  take  better 
control  of  your  investment  decisions.  You  can  enjoy  it  as  a  straight  "read- 
through"  or  refer  to  the  individual  topics  as  you  need  them.  It  comes  in  a 
handsome,  sturdy  binder,  with  sections  that  are  clearly  marked  and  more 
than  enough  space  for  making  your  own  notes. 


ORDER  THE  COURSE  NOW 


You  can  own  The  Forbes  Stock  Market  Course  for  just  $89-50  —  far  less 
than  investment  courses  at  local  colleges,  which  cost  as  much  as  $400 
or  more.  Order  yours  now.  Your  satisfaction  is  guaranteed:  If  you're  not 
completely  satisfied,  we'll  refund  your  money,  no  questions  asked. 


Order  Form 
and  Guarantee 


NAME 


(please  print) 


Send  me  the  new  edition  of  The  Forbes  Stock  Market  Course  ...  plus 
The  FORBES  80-Year  Wall  Chart  of  Business  and  Security  Trends  and  the 
Glossary  of  Investment  Terms  as  a  bonus.  My  check  for  S89.50  (or  credit  card 
information)  is  enclosed.  If  I'm  not  satisfied,  I  may  return  The  Course  within  ten 
days  and  receive  a  full  refund  or  credit. 


FOR  FASTER  SERVICE,  CALL  1  -800-888-4525  ext  731 
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STOCK  TRENDS 


Good-bye  to  fractions. 

So  what? 


BY  LASZLO  BIRINYI  JR. 


Laszlo  Birinyi  Jr.  is 
president  of 
Birinyi  Associates,  a 
Greenwich,  Conn.- 
based  financial 
consulting  firm. 


Marshall  McLuhan  ("the  medium  is  the 
message"  and  "the  global  village")  was  a  pro- 
found thinker.  He  believed,  among  other 
things,  that  the  impact  of  technology  is  not 
always  benign,  and  it  is  certainly  not  easily 
predictable.  Take  a  Third  World  village  that 
finally  receives  running  water  and  indoor 
plumbing.  Suddenly,  the  whole  social  fabric  of 
the  town  falls  apart.  Without  the  daily  trip  (or 
trips)  to  the  village  well,  the  ladies  of  the 
place  have  no  occasion  to  swap  gossip.  A 
major  means  of  primitive  communication 
is  disrupted. 

It  happens  in  markets,  too.  Earlier  this  year, 
Nasdaq  instituted  new  rules  to  make  trading 
more  transparent  and  orders  more  visible.  In 
the  long  run  this  is  highly  laudable,  but  in  the 
short  run  it  caused  problems.  I  believe  that 
the  move  caused  a  temporary  dip  in  the 
market.  Traders  did  not  know  how  to  adapt; 
policymakers  apparently  didn't  understand 
that  trades  in  Intel  and  Microsoft  were  subsi- 
dizing less-liquid  o-t-c  names.  I  am  willing  to 
bet  that  when  the  dust  has  cleared,  investors 
won't  be  any  better  off  after  the  "reforms." 
They  rarely  are. 

Now,  in  the  name  of  protecting  investors, 
legislators  and  academics  have  conspired  to  do 
away  with  the  traditional  Wall  Street  system  of 
quoting  stocks  in  fractions,  a  practice  that 
probably  taught  many  of  us  more  about  frac- 
tions than  Mrs.  Smith  in  fourth  grade  ever 
dreamed  of  doing.  In  a  few  years,  stocks  will 
be  quoted  in  cents,  not  eighths  (or  six- 
teenths). This,  the  uninitiated  say,  is  good 
because  it  will  mean  marketmakers  and  bro- 
kers will  be  able  to  mark  up  stocks  by  only  a 
penny  or  a  nickel  and  not  a  w  hole  eighth — 
12/4  cents. 

However — there's  almost  always  a  "how- 
ever"— this  may  not  work  the  way  the  theo- 
reticians think  it  will.  Over  60%  of  retail  trades 
in  large  company  stocks  take  place  with  no 
change  in  price  whatsoever.  I  would  wager 
that  when  the  new  system  is  in  place  that 
number  will  go  down  to  6%  if  not  0.6%. 
Today,  if  the  specialist  does  eight  trades  at  the 
last  sale  and  two  trades  up  or  down  an  eighth, 
he  makes  25  cents.  But  what  happens  if  he 
makes  3  or  4  cents  on  every  single  trade?  The 


arithmetic  you  probably  learned  in  first  grade 
will  tell  you  that  marketmakers — not  the  retail 
customers — will  be  better  off  in  the  post-frac- 
tion market. 

After  every  change,  brokers  adjust  and  usu- 
ally end  up  making  more  money  than  ever 
before.  I  remember  May  Day  of  1975,  which 
was  supposed  to  take  most  of  the  profit  out  of 
brokerage,  reducing  brokers  to  traveling  by 
subway.  Within  months  The  Street  was 
making  more  money  than  ever,  and  a  lot  more 
new  buildings  were  erected  in  the  1980s  than 
in  the  1970s.  Discount  brokers  were  going  to 
be  the  death  of  the  retail  firm,  but  Merrill's 
stock  is  higher  than  ever.  If  you  think  stock- 
After  every  change,  brokers 
adjust  and  usually  end  up 
making  more  money 
than  ever  before. 


brokers  made  more  money  in  the  days  of  fixed 
commissions,  you  haven't  looked  at  the  prices 
of  high-end  cooperative  apartments  in  Man- 
hattan recendy. 

What  does  all  this  mean  to  the  ordinary 
investor?  Not  a  lot.  Even  if  it  results  in  a  small 
saving,  anyone  who  has  a  day  job  has  no  busi- 
ness trading  that  much  or  being  so  active  that 
an  eighth  or  even  a  quarter  makes  any  differ- 
ence. But  ultimately  your  cost  of  trading  is 
going  to  go  higher,  although  you  are  not 
likely  to  be  aware  of  it.  Leave  it  to  Wall  Street 
to  look  after  its  own  interests. 

In  short,  none  of  these  imposed  changes  in 
Wall  Street's  way  of  doing  business  will  con- 
cern ordinary  investors  much  one  way  or  the 
other  in  the  long  run. 

As  for  the  stock  market,  there  is  no  change 
in  my  attitude:  8000  is  my  target  for  the  Dow 
Jones  industrials.  I  continue  to  prefer  the  big 
market  leaders  and  to  avoid  laggards  and  sec- 
ondary stocks.  That  means,  for  me,  staying 
with  /AM  (94,  IBM),  Compaq  (114,  CPQ)  and 
Chase  Manhattan  (103,  cmb).  I  see  institution- 
al interest  emerging  in  Chrysler  (34,  c).  Keep 
your  eye  on  that  one.  If  the  institutions  start 
piling  in,  this  won't  be  a  below-market-multi- 
ple stock  much  longer.  ■■ 
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The  Amalfi  Coast  south  of  Naples  still  has 
that  mysterious  moon. 

My  favorite 
theme  park 


By  Richard  C.  Morais 

Near  midnight,  my  wife  and  I 
slipped  out  onto  the  terrace  of  our 
cliff-side  hotel  room  above  Amalfi, 
our  daughter  finally  asleep  inside. 
The  scene  was  almost  too  perfect. 
Night  calm  and  clear  and  numinous. 
A  full  moon  poured  a  slick  of  silver 
across  the  Mediterranean  and  night 
fishermen  worked  their  boats  under 
its  tranquil  glow.  Lemon  trees  scent- 
ed our  perch. 

Moonstruck.  My  wife — I  swear — 
suddenly  looked  like  Sophia  Loren 
and  I  wanted  to  chase  her  around 
the  furniture  like  Marcello 
Mastroianni.  For  the  first  time  I 
understood  Dean  Martin's  croon- 
ing: "When  the  moon  hits  your  eye, 
like  a  big  pizza  pie,  that's  amore." 

Sentimental?  Indulgently  so. 
Amalfi  is  still  Amalfi.  While  the 
French  Riviera  and  Spain's  Costa 
Brava  have  turned  into  tacky  subur- 
ban strips,  the  30-mile  stretch  of 
coast  south  of  Naples  remains  one  of 
the  most  beautiful  drives  in  all 
Europe. 

Mountains  fall  dramatically  to  the 
azure  sea;  city-states  and  fishing  vil- 
lages cling  to  the  rock  face. 

The  four-star  Miramalfi  Hotel 
built  into  the  cliff  was  a  bit  run- 
down, but  the  the  stoop-shouldered 
maitre  d'  provided  a  dignified 
Lunchtime  service  on  the  dining 
room  terrace  overlooking  the  Gulf  of 
Salerno.  We  sucked  the  heads  of  rock 
shrimp,  splattered  our  shirts  with 
pasta  and  artichoke  and  sipped  a 
chilled  rose  Sammarco  from  just  up 
the  hill. 

Below  us,  Amalfi.  In  the  1 1th  cen- 
tury Amalfi  rivaled  Venice  and 
Genoa  as  a  maritime  power,  its 


60,000  population  ten  times  what  it 
is  today.  It  became  famous  for  its 
Tavole  Amalfitane,  the  world's  old- 
est maritime  code. 

I  was  once  again  reminded  how 
Europe's  traditions  die  hard.  As  we 
sipped  espresso  under  the  canopied 
terrace,  young  men  in  spandex  and 
wraparound  sunglasses  rowed  furi- 
ously across  the  glittering  Salerno 
bay  in  Roman  boats,  practicing  for 
the  annual  Genoa,  Venice,  Pisa  and 
Amalfi  boat  race. 

Buses  fill  the  ancient  Amalfi  port 
during  the  heat  of  the  day,  tourists 
and  rich  Neapolitans  hobbling  up 
the  cobblestone  alleys  to  the  hilltop 
monasteries.  They  bought  lemons 
the  size  of  small  footballs,  jars  of 
pickled  peppers  and  octopus,  and 
Lemoncello,  an  intensely  sweet 
lemon  liquor.  At  night  the  tourists 
were  mostly  gone  and  the  locals 
reclaimed  their  town,  emerging  from 
shuttered  houses  for  an  evening 
promenade. 

Resist  this  if  you  can:  As  the  sky 
filled  with  the  sultry  pinks  and  pur- 
ples of  sunset,  we  sat  on  the  steps  of 
the  Cathedral  of  St.  Andrew,  licking 
the  pistachio  gelato  dribbling  down 
our  arms.  Bells  urgently  called  for 
vespers,  and  the  faithful  rubbed  the 
face  of  Christ  on  the  cathedral's 
11th-century  silver-and-bronze 
doors.  Below  us,  in  the  square, 
teenagers  leaned  on  their  Vespas  and 
hooted  playfully  at  passersby;  old 
men  sipped  grappa  and  debated  pol- 
itics in  rough  voices. 

Positano,  a  few  miles  down  the 
coast,  is  in  some  ways  more  famous. 
From  the  distance  it  looks  like  the 
cliffs  down  to  the  aquamarine  water 


are  stacked  with  pink  and  white 
sugar  cubes.  We  followed  the  steep 
paths  down  to  Positano's  harbor, 
our  legs  trembling,  but  modernity 
had  intruded.  In  the  pizza  parlors 
around  the  port,  mobile  phones 
squawked,  and  the  place  was  full  of 
Versace  sunglasses,  gold  sandals,  and 
heavy -chains. 

Back  in  Amalfi  that  night  the  dis- 
appointment over  Positano  faded. 
We  ate  grilled  eggplant  soaked  in 
olive  oil  and  poached  red  mullet 
with  capers.  The  Santa  Caterina 
Hotel  was  relaxed  and  classy;  the 
head  waiter  rushed  over  to  kiss  my  6- 
year-old  daughter's  hand  and  wel- 
come "la  bella  signorina."  We  drank 
Prosecco — the  Italian  champagne — 
on  the  terrace,  and  a  shooting  star 
crossed  our  night. 

Next  on  my  list  was  Ravello.  A 
previous  visit  here  had  been  a  disap- 
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The  Amalfi  coast 
Where  villages 
cling  to  the  rock 
face,  lemons 
grow  the  size  of 
footballs  and 
sunsets  are  sultry 
purple. 


pointment,  but  Gore 
Vidal  lives  here,  a  man, 
no  matter  what  his 
faults,  of  refined  tastes. 
I  was  always  taken  by 
the  last  lines  of  Burr, 
written  in  Ravello:  "At 
sundown  I  was  on  the 
terrace,  wondering 


how  to  capture  in  words  the  exact 
way  the  sea  below  looks  in  winter 
light;  the  way  gradations  of  milky 
blue  and  green  father  darkest  sap- 
phire. . . ."  If  a  guy  who  can  write  like 
that  likes  the  place,  Ravello  can't  be 
all  bad. 

I  decided  to  take  a  lower-cost 
room  in  the  "annex"  of  the  famous 
but  stiff  five-star  Hotel  Palumbo. 
The  tiny  room  in  the  staff  quarters 
across  the  road  was  nicely  furnished 
with  antiques  and  had  a  lovely  ter- 
race overlooking  the  cobblestone 
passageway. 

Good  choice.  By  chance  it  was  the 
day  of  the  Procession  of  the  Corpus 
Domini,  "the  realization  of  the  floral 
carpets,"  and  the  scent  of  myrrh  and 
Latin  chants  rose  to  my  room,  pro- 
cessions of  believers  floating  past  my 
window,  continuously  scattering 
rose  petals,  carnations,  wild  daisies. 
They  were  led  by  priests  and  the 
Madonna,  and  candles,  and  a  brassy 
dirge  that  reminded  me  of  the 
haunting  Sicilian  burial  scene  in  The 
Godfather  II 

That  night,  missing  my  family, 
who  had  by  then  departed  for  home, 
I  drank  too  much  bitter  Fernet- 
Branca,  and  decided  on  a  midnight 
stroll.  The  cats  and  I  were  the  only 
souls  out,  and  I  climbed  and  climbed 
the  town's  cobblestone  hills,  silently 
treading  over  the  religious  carpets  of 
daisies  and  pansies  still  scattered 
across  the  cobblestone. 

The  sea  lapped  rocks  far  below. 
Near  the  top  I  stopped  outside  a 
crooked  little  house.  A  young  couple 
had  proudly  fastened  their  daugh- 
ter's pink  baptism  booties  to  the 
front  door.  I  wished  them  well. 

Keep  Disneyland.  I'll  take  this 
Italian  coast  anytime.  SB 


Details 

I  stayed  at  the  four- star 
Miramalfi  Hotel  in 
Amalfi  (39-89-871588), 
but  recommend  the  five- 


star  Hotel  Santa  Caterina 
next  door  (39-89- 
871012).  Everything  is 
on  cliffs — elevators  shoot 
down  the  mountain  to 
the  pool;  not  the  best 
place  for  our  6-year-old 
daughter — or  for  people 
who  have  trouble  walking 
on  steep  inclines. 
Capri,  Naples  and 


Pompeii  are  just  an  hour's 
trip  away.  If  you  go  to 
Pompeii,  get  an  official 
guide,  $90  for  two  hours. 
Worth  every  penny. 

In  Ravello  I  stayed  at 
the  fabled  five-star  Hotel 
Palumbo  (39-89- 
857244).  Efficient,  but 
food  curiously  flat.  Next 
door,  however,  is  the 


four-star  Hotel  Caruso 
Belvedere  (39-89- 
857111).  Elegant, 
relaxed,  memorable 
meals.  The  house  wine 
alone  is  worth  the  stay. 

Note:  Best  time  to  visit 
the  Amalfi  coast  is 
September  and  October, 
after  the  summer  crowds 
have  ebbed. -R.C.M.  H 
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The  110-Passenger  Me 

Smooth,  roomy,  quiet  and  powerful.  For  the  person  who  not  only  1 
Winner  of  both  a  Five-Star  Rating  in  government  crash  te 


LJG2*J' Driver  and  passenger  front  crash  test  data  ordy  useful  in  comparing  vehicles  within  500 lbs.  Loyalty  information  based  on  1996  Folic  Companies  data  and  NewVehicle  Cus 


Wand  Marquis  brochure  call  1  800  446-8888,  or  visit  www.mercuryvehicles.com. 
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After 

Tamagotchi 
hit  the 

market,  there 
were  reports 
of  stricken 
owners 
mourning 
their  pets. 


Virtual  love 


By  Susan  Lee 

Tamagotchi — in  case  you've  just  returned 
from  Planet  Debbie — is  the  ultrahot  toy,  a 
quite  fetching  virtual  pet  that  lives  on  a  liquid- 
crystal  display  screen  in  a  plastic  egg.  And  I  do 
mean  pet — Tamagotchi  requires  close  atten- 
tion. Owners  have  to  feed  and  play  with  it, 
administer  medicine  when  it  gets  sick,  clean 
up  after  it  and  turn  off  the  screen  when  it 
sleeps. 

And,  just  like  a  hamster  or  goldfish,  Tama- 
gotchi dies.  Nobody  knows  for  sure  its  natural 
life  span  (maybe  30  days),  but  if  neglected  or 
mistreated,  Tamagotchi  dies  within  hours. 

Virtual  pets.  Virtual  love.  About  a  month 
after  Tamagotchi  hit  the  U.S.  market,  there 
were  reports  of  stricken  owners  mourning  the 
deaths  of  their  pets.  Tamagotchi  bereavement 
counselors  appeared  on  the  Internet.  Psychol- 
ogists debated  whether  the  "feeling  of 
empowerment'1  given  by  caring  for  Tama- 
gotchi outweighed  the  "sense  of  loss"  when 
it  died. 

Good  grief!  I  thought.  It's  just  a  toy. 

Well,  I  bought  one.  I  watched  it  hatch  into 
a  dear  litde  face  and  named  it  Claudia.  The 
first  day  was  tons  of  fun.  Claudia  beeped  when 
she  was  hungry,  played  a  litde  tune  when  I 
spent  quality  time  with  her,  smiled  when  I 
cleaned  up  her  cyberpoop  and  went  to  sleep 
quietly  at  night. 

Days  two  to  four  were  an  increasing  chal- 
lenge, however.  By  day  five  her  (incessant) 
beeping  was  making  me  nuts.  I  gave  her  to  my 
husband,  who,  as  expected,  played  baseball  ' 
games  with  her  for  several  hours  but  forgot  to 
feed  her.  She  died  on  day  six. 

I  was  devastated.  I  shook  her  little  egg,  call- 
ing her  name.  I  blamed  her  for  being  too 
demanding.  I  blamed  myself  for  being  lazy.  I 
felt  bad  and  sad. 

Am  I  warped? 

Not  according  to  Stanford  professors  Byron 
Reeves  and  Clifford  Nass,  whose  book,  The 
Media  Equation,  describes  how  people 
respond  to  technology. 

"Since  technical  media  display  enough  char- 
acteristics that  are  identical  to  humans,  people 
treat  them  like  humans,"  says  Reeves.  "We 
just  follow  the  rules  of  social  interaction — like 
recognizing  someone's  face.  It's  difficult  to 
suppress  these  responses." 

to  think  of  it,  computers  do  have 
hum.  teristics.  You  ask  them  to  delete 

some       *  and  they  do.  Even  programs  with 


text-only  displays  use  words  that  suggest  a 
human  response — like  that  annoying  pop-up 
box:  "Do  you  really  want  to  delete?" 

Indeed,  people  assume  their  computers 
have  genders.  Worse,  they  ascribe  stupid 
biases,  like  gender  stereotyping,  to  their 
computers. 

Reeves  and  Nass  discovered  that  if  people 
were  given  a  computer  tutorial  in  technical 
matters  that  used  a  woman's  voice,  they  were 
less  likely  to  be  impressed  with  its  teaching 
than  if  the  same  material  were  presented  in  a 
man's  voice.  Switch  the  topic  to  love  and  rela- 
tionships, however,  and  people  thought  the 
girl  computer  did  a  better  job  than  the  boy 
computer. 

(Yikes!  What  kind  of  dunderheads  were 
these  people?  "You'd  be  surprised,"  says 
Reeves.  "They  were  exactly  the  sort  who 

deny  they  engage 
in  gender  stereo- 
typing.") 

People  even  treat 
computers  with  the 
tact  that  obtains  in 
human-to-human 
contact.  If  a  com- 
puter asks  you  how 
it's  doing  during  a 
tutorial,  you  will 
most  likely  respond 
favorably.  But  when 
a  second  computer  asks  you,  Hey!  How  did 
the  first  computer  do? — you  will  be  more  crit- 
ical and  honest. 

Why?  According  to  Reeves,  we  don't  want 
to  confront  computers — or  hurt  their  feelings. 
(I  began  to  feel  less  warped.  Which  is  more 
ridiculous:  Mourning  the  loss  of  sweet  little 
Claudia  or  trying  to  spare  the  feelings  of  that 
dumb  girl  computer  who  couldn't  teach  her 
way  out  of  a  paper  bag? ) 

I  recently  had  a  conversation  with  Chung- 
Jen  Tan,  the  senior  manager  of  IBM's  Deep 
Blue  team.  He  chuckled  at  the  idea  that  the 
chess-playing  machine  had  a  gender,  saying 
that  die  team  refers  to  it  by  its  number — 
RS/6000  SP— not  Deep  Blue. 

"Computers  are  just  machines,"  he  said. 
"They  don't  get  headaches  and  don't  suffer 
when  they  lose — as  their  human  programmers 
do.  Computers  are  objects  or  tools.  They 
aren't  humans." 

Well,  Dr.  Tan — meet  Tamagotchi.  ■ 
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Steinway  owners  sneeringly  refer  to  any  other  brand 
as  a  PSO— a  piano-shaped  object.  • 

Ode  to  a  Steinway 

By  Joshua  Levine 


■PWIPWyWWMB  Unlike  a  Stradi- 
■MMfttn^MnH  varius,  whose 
fragile  song  is  immortal,  the  burly 
Steinway  grand  grows  weary  from 
stretching  243  strings  at  35  tons  of 
tension  year  after  year.  After  80  years 
or  so  of  strain,  it  dies.  So  when  you 
hear  Steinway  owners  talk  about  their 
beloved  instruments  as  friends  and 
companions,  shared  mortality  hangs 
in  the  air:  Human  and  piano  are 
growing  old  together  and  dying  at 
roughly  the  same  rate. 

It  lends  a  note  of  poignancy  to  this 
year's  200th  birthday  party  for 
founder  Henry  Engelhard  Steinway. 
As  part  of  the  celebration,  Steinway  is 
producing  200  commemorative 
pianos  in  a  design  from  Joseph  Burr 
Tiffany,  a  relative  of  the  family  that 
founded  Tiffany  &  Co. 

Not  cheap,  these  babies:  The  5- 
foot  by  10'/2-foot  Model  L  runs 
around  $63,000,  while  the  Model  B, 
at  6  feet  by  1 feet,  goes  for  just 
under  $80,000.  These  are  what  are 
known  as  art-case  pianos,  with  a  pol- 
ished veneer  of  East  Indian  rosewood 
or  African  pommele  wood. 

Even  in  its  simple  black  lacquer 
version,  a  Steinway  still  costs  roughly 
twice  as  much  as  most  of  its  competi- 
tors. At  Steinway  they  sneeringly  refer 
to  these  lesser  instruments  as  PSOs — 
piano-shaped  objects.  A  little  snooty, 
perhaps,  but  forgivable.  Steinways  are 
special. 

In  the  late  1980s  Yamaha  made  a 
big  push  to  establish  itself  as  a  serious 
rival  in  concert  grands — 9-foot  mon- 
sters the  size  of  small  fishing  vessels. 
Yamaha  set  up  shop  in  New  York,  just 
across  57th  Street  from  Steinway  Hall 
and  even  managed  to  poach  a  few 
Steinway  concert  artists — notably, 
Andre  Watts. 

The  musical  reviews  were  not  land. 
"Instead  of  blooming  and  resonating, 
as  they  would  on  a  Steinway,  n< 
and  chords  at  the  end  of  lines  or 


phrases  simply  stopped  dead,  as 
though  a  coffin  lid  had  been  closed 
on  them,"  wrote  one  reviewer  after  a 
Watts  recital  on  the  Yamaha.  Yamaha 
soon  folded  its  concert  artists  pro- 
gram, even  though  it  still  outpro- 
duces Steinway  almost  50-to-l  in  the 
mass  market. 

Steinway's  dour  200-year-old 
founder  did  pretty  much  what  he  set 
out  to  do  in  1850,  when  he  emigrat- 
ed from  Seesen,  Germany  to  New 
York  at  the  age  of  53  with  his  wife 
and  eight  children.  In  1853  Steinway 
&  Sons  opened  its  doors  on  Varick 
Street  in  Manhattan.  By  the  Univer- 


he  concedes  is  much  too  big  for  his 
living  room. 

Steinway  was  an  innovator  in  mar- 
keting, too.  Long  before  Nike's 
Philip  Knight  ever  encountered  a  bas- 
ketball player  named  Michael  Jordan, 
Henry  E.'s  son  William  came  up  with 
the  novel  approach  of  sponsoring 
keyboard  virtuosi  like  Anton  Rubin- 
stein and  Ignaz  Paderewski  on  Stein- 
way-assisted  concert  tours.  The  sub- 
sequent ad  campaign,  "The 
Instrument  of  the  Immortals,"  ham- 
mered the  message  home.  It  was 
William  who  made  Steinway  into  the 
Air  Jordan  of  musical  instruments. 


sal  Exposition  of 
1867  in  Paris, 
Steinway  had  es- 
tablished itself  as 
the  world's  best 
piano. 

Basically,  most 
of  what  you  need 
to  know  about 
modern  piano 
design  is  covered 
by  Steinway  & 
Sons'    117  pa- 
tents," says  Charles 
Miller,    a  patent 
attorney  and  owner 
of  a  7-foot  Macassar 
Ebony  Model  B,  which 
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A  confession:  I  am  hooked  on 
Steinway.  "She's  got  genes  and  chro- 
mosomes, and  her  name  is  144,"  said 
Erica  vanderLinde  Feidner,  Stein- 
way's  top  salesperson,  who  brought 
me  and  my  Steinway  together.  I  had 
been  looking  for  a  5 -foot  by  7-foot 
Model  M,  which  goes  for  $33,600, 
but  Erica,  who  knows  every  piano  in 
Steinway  Hall  intimately,  steered  me 
instead  to  this  sweet  little  S  in  the 
front  room — 6  inches  smaller  and 
$4,000  cheaper.  Steinway  S  536144 
and  I  are  very,  very  happy. 

The  first-rate  jazz  pianist  Jacky  Ter- 
rasson  was  recently  prowling  around 
the  cavernous  back  rooms  of  Stein- 
way Hall.  He  announced  to  Erica 
that  he  had  fallen  in  love.  "Oh,  yes?" 
said  Erica  beaming  proudly.  "I  bet  it's 
B  533944,"  she  said,  having  heard 
Terrasson  play  many  times.  Of  course 
she  was  right.  This  helps  explain  why 
Erica  sold  $3.5  million  worth  of 
Steinways  last  year. 

The  company  has  changed 


hands  many  times — it  was  last  bought 
by  Selmer  Musical  Instruments  for 
$105  million  in  1995— but  it  still 
makes  all  its  pianos  at  the  factories 
William  Steinway  opened  in  Astoria, 
Queens  in  1870,  and  in  Hamburg, 
Germany,  in  1880.  Which  city  makes 
the  better  Steinway?  Depends  on 
whom  you  ask. 

The  manufacturing  processes  are 
identical  but  for  one  crucial  detail: 
The  U.S.  Steinways  start  with  soft  felt 
hammers  that  are  hardened;  the 
Hamburg  Steinways  start  with  harder 
felt  hammers  that  are  softened.  As  a 


result,  the  Hamburg  Steinways' 
firmer  hammers  produce  a  sharper, 
more  brilliant  tone;  the  U.S.  Stein- 
ways' softer  hammers,  a  fuller,  more 
resonant  one. 

I  confess  I  stole  a  longing  glance  at 
one  of  the  new,  200th-birthday 
Steinways  out  in  Astoria,  which  was 
nearing  the  end  of  the  year-and-a-half 
it  takes  to  make  one.  I  mean,  wait'll 
you  get  a  load  of  the  rosewood  on 
that  chick!  But  my  six-month  honey- 
moon with  S  536144  has  convinced 
me  I've  found  a  lifelong  soul  mate. 
Happy  birthday,  Henry  E.  9H 


For  the  200th  birthday  of  its  founder, 
Henry  E.  Steinway  (far  left),  Steinway  & 
Sons  is  making  special-edition  pianos,  in 
exotic  veneers  like  rosewood  (left)  and 
pommele.  But  it's  the  instrument's  internal 
organs,  like  the  patented  soundboard 
(above),  that  allow  Steinway  to  dismiss  the 
competition  as  nothing  more  than  a  bunch 
of  PSOs— -piano-shaped  objects. 
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CONSULTING 

/  Substantial  income 
/  Prestigious  Business 
/  Low  Risk 

/  Moderate  Investment 
✓  Financing  available 
/  Work  part  or  full-time 
/  No  royalties 
/  No  employees 
/  No  inventory 
/  High  ROI 

800-660-0330 
Mon-Fri,  9am  -  5:30  pm,  CST 


OFFSHORE 


TAKE  YOUR  BUSINESS  OFFSHORE  FOR  THE 
bEST  ASSET  PROTECTION  AND  PRIVACY 
Companies  -  Bahamas,  BV1,  Cayman 

Trusts.  Bank  &  Securities  Accts.  '"itr  , 

Credir  Cards  ,*^?5 
Visa/MC/Amex  °°n>Plct 

(800)  551-9105 
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We  show  you  "How  To" 
create  a  financial  fortress  that 
will  protect  tour  wealth  with 
complete,  tested  and  secure 
privacy,  including: 
Confidential  Banking, 
Offshore  Centers,  Debit  and 

Credit  Cards,  access  to 
International  and  US  Funds, 
Overseas  and  Domestic 
Brokerage  Services 


Call  us  today:  800-266-8211 
Merrill,  Scott  &  Associates 
http://www.merrillscott.com 


BUSINESS  OPPORTUNITIES 


S  OVER  ONE  BILLIONS 


WORTH  Of  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Miiulacluring  to  Small  Retail  Shop* 

,4t^r»^\  No  Brokerage  Fees 
SHr]     Tc  Buy  or  Sail 

V^J^    1 -800-999- SALE 
GREAT  WESTERN  business  services,  inc. 


NATIONWIDE 


Your  Own  Professional 
consultantcy  service  can 
Help  Other  Businesses 


As  a  specialist  mediation  con- 
sultant you  can  enter  a  growth 
professional  field,  which  can 
provide  meaningful  personal  sat- 
isfaction and  a  substantial  earn- 
ing potential.  Goods/services, 
bank  loans,  insurance,  business 
transfers,  R.E.  mortgages,  etc. 
require  negotiation  skills,  and  the 
temperament  to  mediate  in  a 
professional  manner.  As  our  af- 
filiate you  will  receive  excep- 
tional training  and  tech.  support 
from  40  yrs  of  exp.  F/Ptime. 
$  1  2k  req.  Free  brochure  &  video. 
Valcor  Arbitration  Services,  Ltd. 
www.ValcorUSA.com 
800-998-9843 


INCORPORATE  IN  DELAWARE 


Spedolisrs  in  setting  up  Oebrare  Corporations.  General,  Aircraft, 
Boat  &  SheH  Corporations.  Coll  or  write  for  out  HKE  Kir 

uuup        We  provide  mrrfUenthl 
Jxry.        qioftystnkt  for  e 
I       Z't, I  reasonable  rati. 

351 1  Silverside  lid,  #1 OS-FB  •  Wilmington,  DE  USA  19810 
302-477-9800  •  80M2K0RP  •  FAX  302-477-9811 
E-mail:  corp@delreg.tom  •  Internet  http://delreg.com 
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$350,000++  Potential 
Annually  FROM  HOME 

$350K  and  more  possible  annually  from  one-time 
start  up  of  less  than  $10K-  $75K  potential  1st  few 
months.  One  year  old.  global  company, 
break-through  product  and  profit  structure.  Work 
from  wherever  you  have  phone,  fax.  No  inventory 
or  selling  experience  required.  No  meetings,  not 
MLM.  Call  now— 1-800-432-0018  x2776  for  24 
hour  2  minute  message. 


Fine  Clothing  Franchise 

Run  a  prestigious  business  providing 
quality  custom  clothing  to  top  execu- 
tives in  your  area.  Part-Time  or  Full- 
Time  No  store,  low  overhead,  low 
inventory,  low  investment.  No 
clothing  experience  required.  Area 
developer  opportunities  also  available. 
Personal  Clothiers 
888-374-7677,  8 1 8-46 1  -9570 


EDUCATIONAL  SERVICES 


University  Deqrees 


Approved  Self  Paced  Home  Study 
Associate  Bachelors  Masters  Doctors 

Emphasis  in.  Business  Admin,  Public  Admin 

Health  Care  Admin.  Human  Resources, 
Finance.  International  Business,  Tech  Mqmt, 
Law.  Paralegal,  Psychology  Call  for  brochure 
(800)  477-2254  (24  hrs) 
Southern  California  University 
for  Professional  Studies 
1840  E.  17  St-F.  Santa  Ana,  CA  92705 
http://www.scups.edu 
Email:  enroll@scups.edu 


MBA  by  Distance  Learning 

Maior  British  university  offers  accredited  MBA,  no 
Bachelor's  or  GMAT  needed.  Chosen  by  Economist 
Intelligence  Unit  as  one  ot  world's  best  MBA  programs. 

HERIOT-WATT  UNIVERSITY  I  (800)  MBA-0707 
North  American  Distributor  I    «•  Ask  tor  ext  6 
6921  Stockton  Ave.  Suite  C.  El  Cerrito.  CA  94530 
For  immediate  FaxBack  literature:  from  your 
fax  machine's  phone,  call  (510)  486-8900. 


COLLEGE  DEGREE 

BACHELOR  S  -  MASTER'S  -  DOCTORATE 

For  Work,  Life  and  Academic  Experience 

Earn  your  degree  through 
convenient  home  study 

(800)  423-3244  ex.  185 
Fax:  (310)  471-6456 

send  detailed  resume  tor  fRCf  tviLUAWH 

Pacific  Western  University 

1210  Auahi  Street.  Dept. 185,  Honolulu.  HI  96814-4922 
http://www.pwu.hi.edu 


GET  A  COLLEGE  DEGREE 
IN  27  DAYS 

BS/MS/MBA/PhD.,  etc.  Including 
graduation  ring,  transcript, 
diploma.  Yes,  it's  real,  legal, 
guaranteed  and  accredited. 
1-800-689-8647,  24/hours. 


Earn  Your  Degree  Now! 

BS,  MA,  MBA,  Ph.D. 

|  Send  resume  for  no-cost  evaluation  or  call 
^(800)  240-6757 

6400  Uptown  Blvd  NE 
l^fj  Suite  398-W 
Dept.  29 

^Albuquerque  New  Mexico  871 1 0  U  S  A. 
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COSMETIC  HYGIENIC  DISPOSABLES 


FINE  ART 


HANG-IT™  CLIPS 

Paper  Clips  of  the  2 1  st  Century 
Say  "BYE!"  to  GEM  Clips! 
»»License  Now!«« 
http://www.usamkt.com/jps 
jps@usamkt.com 
7 1 4-83 1  -7590  F:7 1 4-360-92 1 4 


INVESTMENT  GEMSTONES 
GUARANTEED  LIQUIDITY!! 
We  buy  &  sell  Diamonds 
and  all  Precious  Geinstones. 
Free  wholesale  catalog  since  1967! 
Member:  Jewelers  Board  of 
Trade  &  Chamber  of  Commerce. 

HOUSE  OF  ONYX 
1  Main  St.,  Greenville.  KV  42345 
1-800-844-3100  or  FAX  502-338-9605 


It  keeps 
more  than 
memories 
alive 


THE  AMERICAN  HEART 
ASSOCIATION 
MEMORIAL  PROGRAM. 


1-800-242-8721 
American  Heart  Association 

TWs  spoce  piovtded  as  a  public  service 


QOSMEDIX®  Hygienic  Disposables 

•  Prevent  Cross  Contamination  •  Mascara  Wands 
•  Lip  Brushes  •  Spatulas  •  Latex  Free  Sponges 
Eyeshadow  Applicators  •  Cotton  Squares  •  Swabs 
150-Q  Executive  Dr.  Edgewood,  NY  11717-8329 
Phone:  +1  516-242-3270     Fax:  +1  516-242-3291 
 www.qosmedix.com  info@qosmedix.com  


CAPITAL  AVAILABLE 


FA$T  EA$Y  FINANCING 


or  equity  capital  for  your  business.  New 
database  profiles  1 0,000  active  lenders 

willing  to  take  risks  your  bank  won't. 

75  financing  types  give  you  countless 
options  for  every  deal. 

FREE  INFO  800-580-1188 


BOOKS/AUTHORS/PUBLISHERS 


NEW  AUTHORS 

PUBLISH  YOUR  WORK 

All  sub/eels  considered: 
Fiction,  Biography.  Poetry,  Religion,  Childrens 

AUTHORS  WORLDWIDE  INVITED 

write  or  send  your  manuscript  to: 
MINERVA  PRESS 

2  OLD  8R0MPT0N  ROAD,  LONDON  SW7  3DQ,  ENGLAND 


EXECUTIVE  GIFTS 


Back  pain? 


Based  on  the  Alexander 
Technique,  PosturEvolution  is  not 
simply  a  seating  device,  it's 

a  long-term  approach 
to  back  care. 

Our  seat  support  guides  you 

into  sitting  properly. 
And  good  posture  can  lead 
to  immediate  comfort  and  to 

lasting  relief. 


800  392  0363 


TIMESHARE  RESALES 


Harriott 

VACATION  CLUB. 


Pre-owned  Vacation  Ownership 
weeks  available.  •  Orlando,  FL  •  Palm 
Desert,  CA  •  Vail,  CO  •  Hilton 
Head,  SC  •  Paradise  Island,  Bahamas  • 
Call  today  (or  pricing  and  purchase  bonuiej? 
I-80O-332-I333 


Franchise 

your  business! 

Call  for  information  about 
Franchise  Your  Business'  seminars, 
or  information  on  franchising. 

prcincorp  FE 

Specialists  in  Franchise  Development  r  c 

1-800-FRANCHISE  [1-800-372-6244). 


SS  OPPORTUNITIES 


EXECUTIVE  CONSULTANTS 


Over  $100,000.00/yr.  potential. 

You  don't  pay  anything.  We  pay  you. 
Management,  technical  or  marketing 
experience  desirable,  not  necessary. 
Unique  opportunity  to  secure 
Your  Future  Forever. 
425-771  -5737.  WWW.WIT0.COM. 


Send  for  a 

FREE 
CATALOG 

of  business  books  for  sale 
by  the  U.S.  Government! 

Write  to: 

Free  Business  Catalog 
U.S.  Government  Printing  Office 
Office  of  Marketing — Stop  SM 
Washington.  DC  20401 


DALI 

Collect  Rare,  Authentic 
Limited  Editions 
from  $  2500 
CALL  FOR  CATALOG 

1-S00-999-DALI 

or  (310)  798-1360 


SILVERSTATE  FINE  ART 


HE  CELLARS 


Winecellars 
Humidors 


Beautiful  burl  root  humidors  for  75 
cigars  only  $169,  includes  humidi- 
fier, solution  kit  and  hygrometer-a 
$100  value!  Other  models  for  up  J 
to  250  cigars  with  a  mirror-  ^§ 
like  poly/lacquer  finish  and , 
brass  locksets.  Display 
units  with  2  glass  doors  & 
electric  humidifier-holds  1500  cigars 
only  $1395  and  custom  walk-ins  hold  millions! 

47  Deluxe  Winecellars,  24  bottle  cellars  from 
$229.  handmade  wood  cellars  for  60  to  3400 
bottles,  cooling  units,  custom  racks  and  cellars. 

Call  for  a  free  catalog  800/777-8466 
www.vinotemp.com 


NTERNATION 


_ 


iving  Experience 

is  available  year  round  at  Atlanta.  Charlotte,  Las  Vegas, 
and  Walt  Disney  World  Speedway,  5  courses  to 

choose  from  with  rides  starting  at  $99.99. 
For  more  information  and  a  free  brochure,  call: 

I  BOO •«£  PETTY 
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To  spotlight  your  specialty  product  or  sen/ice  to  an  affluent  proven  responsive  executive  audience: 

CALL  OR  FAX  LINDA  LOREN  (212)  260-0620  or  FAX  (212)  260-8183 

e-mail:  lloren@forbes.com 


Bring  The  Level  Of  Your  Next 
Meeting  To  New  Heights. 


You  get  a  different  perspective  from  up 
;re,  high  in  the  Southern  Rockies  of 
Colorado. You're  in  the  midst  of  250  magnifi- 
cent square  miles  known  as  Forbes  Trinchera- 
the  perfect  getaway  from  the  stresses  of  the 
corporate  world. 

Your  accommodations,  which  include  an 
:perienced  professional  staff  of  fifty,  fit  per- 
fectly into  the  natural  setting  of  this  property. 

Here,  you're  surrounded  by  majestic  beau- 
ty. Lofty  peaks  scrape  the  blue  Colorado  sky- 
the  highest  reaching  34,345  feet. 

The  air  is  so  clear,  fresh  and  clean  that  you 
feel  invigorated,  revitalized  and  re-generated. 


You  will  accomplish  much  more  at  your  meet- 
ings. 

And  after  work,  there's  play.  More  than 
forty  miles  of  trout  filled  streams.  Miles  of 
trails  to  hike  on  and  discover.  Skeet  shooting. 
Horseback  riding.  And  you're  not  that  far 
from  a  challenging  golf  course. 

Let  our  altitude  give  your  next  meeting  a 
fresher  attitude.  If  you'd  like  a  closer  look,  call 
1-800-FORBES-5. 

Forbes  Trinchera  Ranch 

A  Forbes  Executive  Retreat 


FLASHBACKS 

EDITED  BY  DERO  A.  SAUNDERS 


"The  more  things  change..." 
70  years  ago  in  Forbes 

(From  the  issue  of  Aug.  1,  1927) 
"My  belief  is  that  business  is  entering 
an  unusually  severe  testing  time.  The 
current  year's  increase  in  business  fail- 
ures reveals  this.  So  does  an  examina- 
tion of  recent  statements  of  earnings. 
Still  more  clearly  does  a  study  of  the 
year's  changes  in  stock  quotations.  It 
has  become  common  for  a  dozen 
stocks  to  reach  new  high  prices  for  the 
year  on  the  same  day  that  other  stocks 
fall  to  new  low  prices  for  the  year." 

"We  don't  regard  mere  money-mak- 
ing as  a  quality  of  greatness.  But  if  a 
man  has  contributed  something  in  the 
world  in  addition  to  the  money  he  has 
made,  then  we  want  him." 
-Who's  Who  founder  Albert  Marquis 


Albert  N.  Marquis,  who  founded  Who  s 
Who  in  America  in  1899. 


60 


years  ago 


(From  the  issue  of  Aug.  1,  1937) 
"The  test  of  the  greatness  of  an 
invention  can  best  be  measured  by 
the  answer  to  this  question:  Is  there 
anything  else  that  can  do  the  same 
thing?  If  the  answer  is  'No' — and  in 
regard  to  radio  and  television  the 
answer  certainly  is  'No' — then  the 
permanency,  the  vitality,  the  poten- 
tial of  that  invention  cannot  be  mea- 
sured by  what  has  been  already 
achieved. "-RC A  head  David  Sarnoff 

"Authoritative  figures  for  1937's 
first  half,  now  rolling  in,  reveal  a 
continued  upward  trend  over  1936 
despite  labor  unrest,  strike  shut- 
downs. Total  retail  sales  were  up  8%, 


with  rural  sales  running  12.5% 
ahead;  new  life  insurance  rose  8.9%; 
crude  rubber  consumption  hit  an  all- 
time  high;  June  building  registered  a 
new  high  since  1933." 

50  years  ago 

(From  the  issue  of  Aug.  1,  1947) 
"Unprecedented  national  prosperi- 
ty continues  both  as  a  fact  and  fore- 
cast in  Washington  for  the  short  haul 
at  least.  Output  of  goods  and  ser- 
vices is  rocking  along  at  a  record 
annual  rate  of  $225  billion  with  no 
downturn  in  sight.  The  once  fanciful 
goal  of  60  million  'full  employment' 
has  come  true  even  ahead  of  Henry 
Wallace's  blueprint." 

"Several  New  England  woolen  mills 
which  had  been  shut  down  have  now 
reopened,  and  staggered  employment 
has  been  reduced.  Meanwhile,  the 
CIO  Textile  Workers'  Union  voted  to 
seek  no  increases  in  hourly  wage 
rates,  to  assist  mills  to  reduce  prices 
and  modernize  their  equipment." 

25  years  ago 

(From  the  issue  of  Aug.  1,  1972) 
"The  current  craze  for  bottled 
water  and  for  special  kitchen  filtering 
gadgets  has  been  labeled  'lunatic 
asylum  thinking'  by  one  of  the  lead- 
ing authorities  on  water,  Dr.  Abel 
Wolman,  professor  emeritus  of  sani- 
tary engineering  at  Johns  Hopkins. 
Also,  a  new  Women's  Lib  card  deck 
is  due  to  hit  the  stores  later  this 
month.  Its  features:  a  queen  that 
outranks  the  king  and,  instead  of  a 
jack,  a  princess  named  Jackie." 

"The  Census  Bureau  has  new  num- 
bers out  on  the  trend  toward  urbaniza- 
tion that  show  the  greatest  growth  to 
be  in  the  South.  Of  the  21  new  so- 
called  'standard  metropolitan  statistical 
areas' — areas  judged  to  be  thorough!}' 
urbanized — the  Census  data  showed 
that  11  were  in  southern  states." 

"Probably  never  before  in  history 
has  Wall  Street  had  such  a  split  per- 
sonality. Call  a  stock  a  Growth  Stock 
and  it  sells  for  40,  50,  even  60  times 
earnings.  Call  it  Cyclical  or  even 
Standard  Blue  Chip  and  it  sells  for 
10  times  earnings  or  less.  The  mar- 
ket is  saying  that  if  General  Motors 


earns  $1,  that  $1  should  be  capital- 
ized at  only  $10.90,  but  if,  say, 
Johnson  &  Johnson  earns  $1,  it  is 
worth  $64.  This  kind  of  disparity  can 
go  on  for  a  long  time,  of  course,  but 
it  can't  go  on  forever." 

10  years  ago 

(From  the  issue  of  July  27,  1987) 
"The  tax  cuts  initiated  in  1981  con- 
tinue to  produce  higher  tax  rev- 
enues, just  as  the  much-mooted 
Laffer  curve  predicted.  Total  person- 
al income  tax  in  1985  (the  latest 
detailed  figure  available)  was  $325.6 
billion,  after  allowing  for  credits,  up 
9.4%  over  1984.  The  number  of  tax 
returns  in  1985  grew  by  2.3%.  The 
rich  paid  a  Logger  share  of  taxes  in 
1985.  The  top  1%  paid  22.13%,  up 
from  21.10%  in  1984,  while  the  top 
10%  paid  40.36%,  up  from  38.64%." 


Taikichiro  Mori  (with  model  of  his  Mori 
building)  is  Japan's  biggest  private 
landlord,  with  $16  billion  in  holdings. 


"Driven  by  hyperliquidity  and  frenzied 
speculation,  property  values  in  down- 
town Tokyo  have  uipled  in  three  years, 
and  housing  prices  in  the  suburbs  dou- 
bled in  two.  Prime  commercial  land  in 
Tokyo  is  now  ten  times  the  price  in 
midtown  Manhattan.  Or  consider  diis 
statistic:  Japan  is  only  3%  as  big  as  die 
U.S.  But  at  an  estimated  $8  trillion,  its 
total  land  value  is  more  than  double  the 
U.S.'  value."  H 
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THOUGHTS  OH  THE 

BUSIHESS  OF  LIFE 

thoughts@forbes.com 

As  we  reverently  prepare 
to  mark  our  Constitution's 
bicentennial,  it's  probably 
healthy  to  recall  that  it 
was  adopted  200  years  ago 
by  the  skin  of  its  teeth  in 
a  fiery  crucible  of  debate 
in  a  long,  hot  Philadelphia 
summer.  Virginia's  ratifi- 
cation was  fought  for  by 
George  Washington,  fames  . 
Monroe  and  Thomas  Jeffer- 
son, bitterly  opposed  by 
Patrick  Henry.  New  York 
approved  it  by  just  three 
votes.  In  a  popular  vote, 
Rhode  Island  rejected  it. 
So  it's  a  living  document, 
subject  to  interpretation 
as  times  change  in  ways 
unforeseen  by  the  Founding 
Fathers. 

-Malcolm  Forbes  (1987) 


A  Text .  .  . 

And  the  Lord,  he  it  is 
that  doth  go  before  thee; 
he  will  be  with  thee,  he 
will  not  fail  thee,  neither 
forsake  thee:  fear  not, 
neither  be  dismayed. 
-Deuteronomy  31:8 


Sent  in  by  Robert  E.  Meyers, 
Carlsbad,  Calif.  What's  your 
favorite  text?  Forbes  Book  of 
Quotations:  Thoughts  on  the 
Business  of  Life  is  presented  to 
senders  of  texts  used. 


This  strange  beating  together 
of  hands  has  no  meaning. 
To  me  it  is  very  disturbing. 
We  try  to  make  sounds  like 
music,  and  then  in  between 
comes  this  strange  sound. 
-Leopold  Stokowski 

A  liberal  is  a  person  whose 
interests  aren't  at  stake 
at  the  moment. 

-Willis  Player 

Perhaps  middle  age  is,  or 
should  be,  a  period  of  shed- 
ing  shells;  the  shell  of 
ambition,  of  material  ac- 
cumulations and  possessions, 
the  shell  of  ego. 
-Anne  Morrow  Lindbergh 

So  much  of  left-wing  thought 
is  a  kind  of  playing  with 
fire  by  people  who  don't 
even  know  that  fire  js  hot. 

-George  Orwell 


Most  of  the  crimes  which  dis- 
turb the  internal  peace  of 
society  are  produced  by  the 
necessary  but  unequal  laws 
of  property  imposed  on 
the  appetites  of  mankind, 
by  confining  to  a  few  the 
possession  of  those  objects 
that  are  coveted  by  the  many. 
-Edward  Gibbon 

When  one  teaches,  two  learn. 
-Robert  Half 

Client:  A  person  who  has 
made  the  customary  choice 
between  two  methods  of 
being  legally  robbed. 
-Ambrose  Bierce 

Why  does  a  hearse  horse  snick- 
er hauling  a  lawyer  a 
-Carl  Sandburg 


Judge:  A  law  student  who 
marks  his  own  examination 
papers. 

-H.L.  Mencken 

The  mark  of  the  historic  is 
the  nonchalance  with  which 
it  picks  up  an  individual 
and  deposits  him  in  a  trend, 
like  a  house  playfully  moved 
in  a  tornado. 
-Mary  McCarthy 

The  "Thoughts"  three-volume  boxed  set  and  individ- 
ual volumes,  now  out  of  print,  have  been  replaced  by 
Forbes  Book  of  Quotations:  Thoughts  on  the  Business 
of  Life,  a  new  one-volume  deluxe  edition  with  more 
than  900  pages  and  14,000  quotes.  The  price  is  only 
$40.00,  plus  $3.50  shipping  and  $1.00  per  item  han- 
dling (add  applicable  sales  tax). 

Still  available:  the  Thoughts  Screen  Savertor  PC 
(Windows  3r  diskette),  for  $19.95. 
To  order,  please  call  toll-free,  1-800-876-6556. 


People  are  trapped 
in  history  and  history 
is  trapped  in  them. 

-James  Baldwin 

Laughing  at  our  mistakes  can 
lengthen  our  own  life.  Laugh- 
ing at  someone  else's  can 
shorten  it. 

-CULLEN  HlGHTOWER 

Nothing  in  fine  print  is 
ever  good  news. 

-Anonymous 

Autobiography  is  an 
unrivaled  vehicle  for  telling 
the  truth  about  other  people. 

-Philip  Guedalla 

The  truest  expression  of  a 
people  is  in  its  dances  and 
its  music.  Bodies  never  lie. 

-Agnes  de  Mille 
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August 


i  gloomy  Paul  Volcker 


Picking  ch 
with  Peter 


3  9042  04360686  9 


If  gnats  had  wheels, 
we'd  make  the  bearings. 


The  Tim  ken  Company  and  its  subsidiaries  make  and 
service  bearings  that  weigh  half  an  ounce.  And  bearings 
that  weigh  nine  tons.  Wherever  wheels  or  shafts  turn, 
from  disk  drives  to  drilling  rigs,  from  dental  drills  to 
rolling  mills,  Timken  precision  improves  performance. 

,  TO  LEARN  MORE  ABOUT  THE  TIMKEN  COMPANY  CALL  330  471  -3820 


WORLDWIDE  LEADER  IN  BEARINGS  AND  STEEL 


FRANKLIN  U.S.  GOVERNMENT 
SECURITIES  FUND 

Get  Back  To  Basics 
With  High  Current  Income 
And  High  Credit  Safety 

■ 

■  Often,  two  basic  goals  of  investing 

are  income  and  credit  safety.  The 

Franklin  U.S.  Government  Securities 

Fund,  one  of  the  nation's  oldest  and 

largest  Ginnie  Mae  funds,  is  designed 

to  give  you  both: 

High  Current  Income  In  The  Form 
Of  Monthly  Dividends 

High  Degree  Of  Credit  Safety 

■  Although  the  fund's  yield  and  share 
price  are  not  guaranteed,  individual 
Ginnie  Mae  securities  in  the  portfolio 
carry  a  guarantee  backed  by  the  full 
faith  and  credit  of  the  U.S.  government 
as  to  timely  payment  of  principal  and 
interest.  Franklin  is  an  industry  leader  in 
Ginnie  Mae  investing  and  focuses  on 
conservative  portfolio  management. 

■  Call  your  investment  representative 
or  Franklin  today  for  a  free  brochure. 

Franklin  Templeton  Distributors,  Inc. 


CALL  1  -888-FR AN KLI N  EXT.  F338 


YES!  I  would  like  a  free  prospectus  containing  more  complete  information  on  the 

Franklin  U.S.  Government  Securities  Fund,  including  sales  charges  and  expenses. 

I  will  read  it  carefully  before  I  invest  or  send  money. 

□  I  am  currently  a  Franklin  shareholder. 

Name 

Address 

City/State/Zip  

Daytime  Phone 


F  R  A  NJ  K  1 1  N 


777  Mariners  Island  Boulevard 
San  Mateo,  CA  94404- 1585 


A  Member  of  the  Franklin  Templeton  Group,  Serving  Investors  for  Over  50  Years 
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106  Costco 

"There 
probably 
aren't  three 
people  in  our 
hometown 
who  know 
how  big 
we  are." 

A 


44  Surfs  up 

"It  was  real. 
It  was  sexy. 
We  turned 
to  each  other 
and  went, 
'Aha.'" 


THE  COVER 

106  Costco's  hot 

It's  revolutionizing  the  ware- 
house shopping  business. 
Better  watch  out,  Wal-Mart. 
By  Tim  W.  Ferguson 

ALSO  ON  THE  COVER 

56  Volcker's  views 

As  always,  he's  still  guarding 
our  collective  punch  bowl. 
By  Dyan  Machan 

97  Giving  wisely 

Peter  Drucker  rates  charities. 
By  Robert  Lenzner 
and  Ashlea  Ebeling 

MANAGEMENT, 

STRATEGIES, 

TRENDS 

42  Deceiving  derivatives 

A  risk-management  tool?  Or 
a  way  to  gussy  up  the  books? 
By  Scott  Wool  ley 

44  Surfer  girl 

Bikini  babes  no  more, 
women  ride  a  new  wave. 
By  Ann  Marsh 

46  Do  good,  go  on-line 

Catholic  Telecom  resells 
phone  and  Internet  service- 
on  charity,  not  just  price. 
By  Brigid  McMenamin 

48  Eggheads  on  the  beach 

Milken's  think  tank  starts 
to  think  even  harder. 
By  Tim  W.  Ferguson 

60  Oil's  new  bankers 

Exploration  outfits  tap  oil 
service  companies  for  funds. 
By  Toni  Mack 

65  Up  &  Comers 
Rough  seas  rider 

Travis  Boats  cruises  along  in 
a  sluggish  market. 
By  Jose  Aguayo 


INTERNATIONAL 

70  Sitting  pretty 

Italy's  sofa  king  brings  com- 
fort to  a  cave-dwelling  town. 
By  Richard  C.  Morais 

CHARTICLE 

52  Paying  pols 

New  idea!  Win  an  election, 
get  a  bonus,  can  the  pension. 
By  Peter  Brimelow 

LAW  &  ISSOES 

47  Tort  torture 

Trial  lawyers  take  on  state 
legislature  reform  packages. 
By  Susan  Adams 

100  Doraville,  Ga., 
a.k.a.  Counterfeit,  U.S.A. 

Fake  goods  are  a  riskless 
crime.  Check  it  out. 
By  William  Green 
and  Katherine  Bruce 

TECHNOLOGY 

116  Hara-kiri  for  cancer 

Cell  Pathway's  new  drug 
induces  a  cancer  to  kill  itself. 

By  Philip  E.  Ross 

120  Picture  perfect 

Bakers,  designers,  tailors — 
they  all  use  Encad  printers. 
By  Ann  Marsh 

122  Picking  targets 

Computer  wholesaler  CHS 
finds  success  outside  the  U.S. 
By  Shailaja  Neelakantan 

123  Evelyn  Wood 
never  did  E-mail 

The  Vortex  speed-reading 
system  solves  info  overload. 
By  Nikhil  Hutheesing 

129  Staying  Healthy 
What's  for  dinner? 

Dr.  Atkins  is  back,  and  that 
means  meat's  on  the  table. 
By  Alexandra  Alger 


56  Volcker  talk 

"You  young 
people  think  this 
great  boom  in 
the  stock  market 
is  normal.  These 
expectations 
can't  be  met." 
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DEPARTMENTS 

12  Side  Lines 

14  Follow-Through 

18  On  My  Mind 

24  Readers  Say 

27  Fact  and  Comment 

32  Other  Comments 

37  Commentary 

39  Transparent  Eyeball 

40  Forbes  Index 

155  Flashbacks 

156  Thoughts 

8  Editorial  Index 

LIVING 

144  Chef  for  a  day 

Every  man  should  perfect 
one  meal — or  at  least  try. 
By  Daniel  Roth 

148  One  school,  two  tales 

After  merit  came  affirmative 
action.  Now  ambiguity  rules. 
By  Dan  Seligman 

151  Cool  "gray"  watches 

Check  out  the 
"unauthorized"  Rolex. 
The  price  is  right. 

By  Alexandra  Alger 

COLUMNISTS 

62  Backseat  Driver 

Jerry  Flint 

76  Observations 

Thomas  Sowell 

103  Coping  with  Change 

James  Champy 

124  Bone  Pain 

Michael  Gianturco 

128  Tests  Discriminate 

Peter  Huber 


COVER  PHOTOGRAPH 
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MONEY  & 
INVESTMENTS 

130  The  Funds 
The  terminator 

For  $11.6  billion  of  bonds, 
payback  time  has  arrived. 
By  Mary  Beth  Graver 

131  The  Funds 
Founders  Funds 

Brian  Kelly  dug  into 
fertilizer  stocks.  Nice  smell. 
By  James  M.  Clash 

133  Taxing  Matters 
Home  free 

Homeowners,  listen  up. 
Some  of  you  already  have 
a  capital  gain  exemption. 
By  Laura  Saunders 

134  Streetwalker 

Wendy's  International; 
zero-coupon  Treasurys; 
Heilig-Meyers;  Office 
Depot  Inc. 

137  The  Forbes/Barra 
Wall  Street  Review 

138  The  Forbes/TJBES 
Report  on  Earnings 
Forecasts 

INVESTMENT  COLUMNISTS 

140  The  Contrarian 

David  Dreman 

141  Wall  Street  Irregular 

Mark  Hulbert 

142  Stock  Trends 

R.S.  Salomon  Jr. 

143  Point  of  View 

Steve  H.  Hanke 


70  He's  no  couch  potato 

"Everything  has  to  be  clear  for  me. 
Why  this  penny?  Where  is  it  going?" 


100  On  the  trail  of  what's  fake 

"I  thought  I'd  died  and  gone  to 
counterfeit  heaven." 


FORBES  is  available  on-line  at: 
www.forbes.com 
Our  postal  address  is: 
Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


65  Seafarer 

"We  made  it  clear  that  we  would 
like  them  to  join  us." 
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131  Smelling 
money 

Finding  the 
companies 
trading  under 
ten  times 
earnings. 


Cherries  in  winter, 
peaches  in  spring.  It's 
not  the  weather  that's 
changed,  it's  the 
packaging. 


Every  day,  at  36,000  feet,  a  global 
exchange  of  sorts  takes  place. 
Millions  of  freshly  picked  items  crisscros 
the  globe,  many  of  them  gently  nestled  i 
packaging's  version  of  a  first-class  seat— 
a  carton  or  container  designed  by 
International  Paper. 
Chilean  grapes  land  in  Marseilles. 
California  melons  touch  down  in  Warsaw. 
Tuscan  tomatoes  arrive  in  Kyoto. 
What  helps  them  survive  the  trip? 
Package  design  that  anticipates  reality: 
temperature  swings,  humidity,  jostling, 
customs  delays,  curious  spiders  and  the 
occasional  1 5-foot  plunge  from  a  cargo 
ship's  hoist. 

Packaging  also  has  to  be  specific. 
Frozen  chicken,  fresh  juice,  fine  china - 
each  poses  a  very  different  challenge. 
Last  year  alone,  our  engineers  designee 
over  44,000  distinct  kinds  of  packaging 
for  businesses  all  over  the  world.  And 
a  lab  where  we  mimic  the  rigors  of  glof 
travel,  our  packages  are  tested  until  tin 
reveal  their  every  strength  and  weaknet 
We  do  it  for  our  customers,  and  for  all  • 
you  who  crave  fresh,  unbruised  cherrie 
in  midwinter. 


INTERNATIONAL 


PAPE 


We  answer  to  the  world. 


www.ipaper.com 


The  Pan  Am  Clipper  ship. 

'yiBIe  to  taAe  off  from  fane/ or  sea,  tfie  1934  T'an  Jim 
Glipper  s/iip  carried SO  passengers  ancf tfieir  luyjaje 
in  accommodations  t/iat  could  only  6e  described as 

congenially  opulent. 
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this  is  not  a  laptop. 


So  exactly  where  does  a  palmtop  end  and  a  laptop  begin? 


Introducing  the  HP  320LX  palmtop  PC.  With  a  640  x  240  VGA  screen,  it's  the  widest  of 
any  handheld  PC.  Six  inches.  And  it's  the  first  palmtop  with  Microsoft®  Windows®  CE 
and  a  built-in  CompactFlash  card  slot  for  removable  memory  storage.  You  can  pull  the 
4MB  HP  320LX  palmtop  PC  from  your  pocket  and  instantly  check  and 
send  e-mail,  hop  on  the  Internet,  print  with  the  infrared  connection  or 
consult  your  calendar-all  without  lugging  around  a  laptop.  An  energy- 
saving  backlit  screen  allows  hours  of  operation,  and  the  standard  docking 

cradle  lets  you  easily  synchronize  your  Windows  CE  applications  with  their  Windows  95  and 
WindowsCE      Windows®  NT  counterparts.  See  more:  www.hp.com/handheld  Better  products,  better  productivity. 
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No  guts,  no  story 

A  public  relations  person  recently  sent  Forbes  an  excellent  piece 
from  the  American  Lawyer.  The  article  described  the  libel  suit  that 
a  defunct  brokerage  brought  against  the  Wall  Street  Journal  in  a 
Texas  court,  a  suit  that  resulted  this  year  in  a  huge  verdict  against 
the  Journal.  In  sending  it,  the  image  merchant  was  implying:  Take 
it  easy  on  my  client  or  Forbes  may  find  itself  in  the  same  position 
as  the  Journal's.  (This  flack  has  been  retained  by  a  company  that 
thinks  we  may  be  preparing  an  unfriendly  article.) 

I've  got  news  for  the  gent:  We  hate  spending  time  and  money 
defending  against  libel  suits,  but  we  don't  go  to  press  until  we  are 
sure  of  our  facts  and  pretty  darned  confident  of  our  opinions. 

In  response  to  the  unsubtle  missive,  I'd  like  to  describe  the 
recent  outcome  of  a  libel  action  against  Forbes.  The  plaintiffs  were 
Positive  Response  Television  and  its  chief  executive  officer/pitch- 
man, Michael  Levey.  This  outfit  is  in  the  business  of  making 
infomercials,  those  TV  "specials"  touting  things  like  slicer-dicers 
and  baldness  remedies.  An  article,  which  appeared  in  our  issue  of 
Jan.  16,  1995,  warned  investors  that  prtv  was  on  shaky  ground 
("  .  .  .  the  stocks  are  as  shoddy  as  the  products  they  sell"),  prtv 
shares  dropped  after  our  story  appeared  and  fell  further  on  news 
that  prtv's  "hair-extender"  had  a  high  return  rate.  PRTV  sued,  argu- 
ing our  article  was  defamatory  and  caused  grievous  loss  to  share- 
holders. It  threw  in  a  charge  of  racketeering. 

After  weary  months  of  depositions  and  court  hearings,  the  case 
was  dismissed  earlier  this  year  by  California  State  Judge  Lourdes 
G.  Baird.  Judge  Baird  took  the  exceptional  step  of  awarding 
Forbes  financial  sanctions  against  prtv  and  its  attorneys.  Levey  has 
since  merged  his  company  and  pitches  junk  on  TV  for  a  successor 
company  whose  stock  has  also  gone  into  the  tank. 

I  tell  this  story  not  to  boast,  but  to  remind  people  who  would 
threaten  us  that  we  regard  defending  against  libel  suits  as  part  of 
our  cost  of  doing  business.  Only  by  accepting  the  burden  can  we 
help  put  notorious  swindlers  like  Robert  Brennan  out  of  business 
(see  pajje  14).  We  take  seriously  our  slogan:  No  guts,  no  story. 


Off -balance-sheet  asset 

As  Tim  Ferguson  tells  it  in  this 
issue's  cover  story,  Costco  isn't 
growing  fast  just  because  it  sells 
quality  merchandise  cheaply.  It  does 
that — but  it  also  has  that  ineffable 
thing  called  great  management.  One 
executive  told  Ferguson  that  what, 
he  fears  most  "is  letting  [Costco 
chief  executive  officer]  Jim  Sinegal 
down."  "That  may  sound  kitschy, 
but  the  fellow  meant  it,"  says  Fergu- 
son. Call  it  hero  worship,  call  it  great 
leadership:  Costco's  clearly  got  it. 
Turn  to  page  106. 


Tim  Ferguson 


Editor 
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GE  Capital  Assurance 


\J['d  rather  my  family  looked  up  to  me  than  after  me. 

*    Nobody  wants  to  be  another's  burden.  But  with  2  in  5  people  over  age  65  expected  to  spend  some 
time  in  a  nursing  home,  it  makes  sense  to  consider  long  term  care  insurance  from  GE  Capital  Assurance. 
It's  a  surprisingly  affordable  way  to  guarantee  yourself  access  to  higher-quality  home  care  and  better 
nursing  homes,  without  having  to  rely  on  your  life  savings  or  Medicaid.  Call  1-800-992-3444  or  ask 
a  long  term  care  specialist  about  the  plans  people  have  trusted  for  more  than  20  years. 

We  bring  good  things  to  life. 
A  GE  Capital  Services  Company 

©  1996  GE  Capital  Assurance.  Coverage  in  New  York  is  underwritten  by  GE  Capital  Life  Assurance  Company  of  New  York. 
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Payback  time 

Robert  Brennan  waxed 
rich  by  cheating  the  small 
investor.  Like  the  prover- 
bial cat,  he  seemed  to 
have  nine  lives,  surviv- 
ing SEC  and  state  inves- 
tigations and  Forbes 


exposes 

A  federal  bankrupt 
cy  judge  stripped 
Brennan  of  control 
over  his  business 
empire  in  June 
and  ordered  the 
appointment  of  an  indepen 
dent  trustee  to  run  all  of  his  holdings, 
which  include  a  golf  course  country 
club,  restaurants,  a  charter  aircraft 
outfit  and  real  estate  scattered  from 
Arizona  to  Ireland. 

Brennan  valued  the  holdings  at 
$92  million  when  he  filed  for  Chap- 
ter 11  bankruptcy  protection  in 
1995.  As  far  as  Forbes  can  figure,  the 
entire  amount  was  amassed  on  the 
backs  of  naive  investors  who  bought 
penny  stocks,  first  through  Brennan's 
now  defunct  First  Jersey  Securities, 
later  through  numerous  other  fronts. 

The  bankruptcy  trustee  will  prob- 
ably seek  to  recover  over  $60  million 
of  cash,  securities  and  real  estate  that 
Brennan  transferred  to  family  and 
friends  from  1992  to  1995,  and 
another  $9.5  million  shifted  since  the 
bankruptcy.  The  SEC  says  the  transfers 
were  fraudulent  and  were  meant  to 
shield  assets  from  creditors.  Brennan 
asserts  they  were  for  legitimate  estate 
planning. 

"My  very  first  exhibit  in  the  case 
was  Forbes,"  says  Judith  Starr,  a  trial 
attorney  with  the  SEC's  division  of 
enforcement,  referring  to  our  Oct. 
26,  1992  cover  story  on  Brennan 
entitled  "Why  can't  they  stop  him?" 

Brennan,  who  has  chosen  not  to 
appeal  the  ruling,  faces  other  govern- 
ment actions  alleging  securities  viola- 
tions and  civil  racketeering.  There  are 
some  very  red  faces  among  the  pow- 
erful pols  who  befriended  Brennan 
when  he  was  riding  high. 

Sultan  of  sun 

Move  over,  Steve  Wynn,  Donald 
Trump,  Stephen  Bollenbach  of 
Hilton,  there's  a  new  luminary  in  the 


U.S.  gambling  industry. 
As  Forbes  report- 
ed three  years  ago, 
South  Africa's  slick 
casino  king  Sol 
Kerzner  set  his 
sights  on  North 
America,  building 
the  largest  casino  in 
the  Caribbean.  Then 
his  Sun  International 
teamed  up  with  the 
Mohegan  Indians  of 
Connecticut  to  take  on 
the  Foxwood's  hugely 
profitable  betting  house 
(Apr.  22,  1996). 
Bribery  charges  involving  gambling 
rights  in  South  Africa  that  have 
dogged  him  for  a  decade  were  for- 
mally thrown  out  in  April,  boding 
well  for  his  bid  for  a  permanent 
license  to  run  Atlantic  City's  Resorts 
Casino  Hotel.  Earmarking  some 


Casino  mogul  Sol  Kerzner 

Moving  in  on  Trump's  Atlantic  City  turf. 


$500  million  for  renovation,  he  plans 
to  give  Trump  and  other  established 
gambling  magnates  a  run  for  their 
money.  At  his  Bahamas  casino  on 
Paradise  Island  there  are  plans  for  a 
new  casino  and  a  tunnel  in  which 
swimmers  slide  past  sharks  and  pira- 
nhas. Rival  sharks,  look  out. 

-Luisa  Kroi.l 

Born  again 

IN  1993  it  looked  TO  us  as  if  Nor- 
cross,  Ga. -based  Alumax  (sales,  $3.2 
billion)  was  a  good  bet  on  an  eventu- 
al rebound  in  aluminum  prices  (Dec. 
6,  1993).  Good  call. 

Aluminum  demand  began  to  pick 
up  last  fall,  and  prices  have  jumped  to 
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NT  CLUSTER~IN~A~BOX 

You  can  configure  a  lot  of  these,  or  you  can  just  plug  this. 


Good  choice'. 


Get  the  industry's  first  Microsoft  Windows  NT 
clustering  solution  packaged  in  a  single,  rack- 
mounted system.  With  Data  General's 
NT  Cluster- in-a- Box™  family  of  products,  your 
company  now  has  an  NT  clustering  solution 
that  will  let  you  run  your  critical  applications 
24x7x365,  in  a  system  that  you  simply  plug  in 
and  turn  on.  Our  NT  Cluster-in-a-Box  includes: 

Two  rackmounted  AViiON®  servers  based  on 
Intel  Pentium®  Pro  processors  ■  A  fault- 
tolerant  CLARiiON®  RAID  storage  system 

NTAlertSM  -  the  industry's  only  NT-based 
remote  service  for  early  identification  of  poten- 
tial problems  Pre-loaded  Windows  NT  Server 
and  FirstWatch  for  NT  -  failover  software 
from  Veritas  Software  Upgradable  to 
Microsoft's  forthcoming  "Wolfpack"  clustering 
technology.  Now,  NT  Cluster-in-a-Box  is  avail- 
able in  a  family  of  three  rackmount  configura- 
tions to  match  your  applications  processing 
requirements:  the  entry-level  AV  2100R,  mid- 
range  AV  3600R,  and  enterprise  AV  6600R.  All 
of  these  components,  plus  service,  support, 
and  integration,  from  one  vendor.  In  one  pack- 
age. The  choice  is  clear.  Unless  you  want  to 
spend  a  lot  of  time  just  plugging  away. 

tw  Data  General 

www.dg.com  1 -800-DATA  GEN 


AViiON  and  CLARiiON  are  registered  trademarks,  Cluster-in-a-Box  is  a  trademark,  and  NTAIert  is  a  service  mark  of  Data  General1  Corporation. 
The  Intel  Inside  logo  and  Pentium  are  registered  trademarks  and  the  Pentium  Processor  logo  and  the  Pentium  Pro  Processor  are  trademarks  of  Intel  Corporation. 
All  other  brands  or  products  are  the  trademarks  of  their  respective  holders.©  1997  Data  General  Corporation. 


This  Game. 


is  Moment. 


I — |^1f"\fY\/  On  Sea  Island, 

i  icijjjj  y  find  sladness 

T^,]^       at  every  turn, 
lolv^.  In  legendary  golf 
and  tennis,  in  spa  and  sea. 
In  an  array  of  world-admired, 
Mobil  Five-Star  Cloister 
amenities.  And  in  the  spontaneous 
warmth  and  cheer  of  our  staff. 

Bright  days  brim  with  family 
programs,  new  experiences, 
marvelous  weather,  shining  spirits. 

Visit  us,  won't  you? 
CallSOO-SEA  ISLAnd. 
The  Cloister," 
Sea  Island, 
Georgia  31561. 


THE  CLOISTER8 

Home  rentals  and  real  estate  available. 
Outside  US.  912-638-3611 


IMPRESSIVE  PERFORMANCE 
FROM  A  CONSERVATIVE  FUND 


T.  Rowe  Price  Equity  Income  Fund, 

one  of  our  most  conservative  stock 
funds,  has  consistently  outperformed 
its  Lipper  Category  Average.  To  seek 
substantial  income  and  long-term 
capital  growth  with  reduced  risk,  the 
fund  invests  in  dividend- paying  stocks 
of  established  companies. 

Past  performance  cannot  guaran- 
tee future  results.  Minimum  invest- 
ment is  $2,500  ($1,000  for  IRAs).  No 
sales  charges. 


Average  Annual  Total  Returns 

as  of  3/31/97 
8  Equity  Income  Fund 
■  Lipper  Equity  Income  Funds  Average 


18.06% 


16.95% 


iM0%  13.35% 


CaS!  24  hours  for  a  free  information  kit 
meriting  a  prospectus 

1-800-541-8462 


/««  si  With  Confidence 

1.  veftice 


*Source:  Upper  Analytical  Services,  Inc.  Figut  s  include  changes  in  principal  value,  reinvested  dividends,  and  capi- 
tal gain  distributions.  Investment  return  and  ,  i  incipal  value  will  vary,  and  shares  may  be  worth  more  or  less  at 
redemption  than  at  original  purchase.  Read  the  prospectus  carefully  before  investing.  T.  Rowe  Price  Investment 
Services,  Inc.,  Distributor  EIF036939 


71  cents  a  pound,  from  less  than  50 
cents  in  1993.  Alumax  stock  has 
more  than  doubled  since  our  story,  to 
$37.81,  compared  with  a  67%  rise  in 
the  s&P  400.  Senior  metals  analyst  J. 
Clarence  Morrison  of  Prudential 
Securities  expects  aluminum  prices  to 
keep  climbing  to  80  cents  by  year's 
end.  He  forecasts  Alumax  per-share 
earnings  of  $2.75  for  1997,  38%  over 
last  year,  and  $4.50  for  1998.  If  he's 
right,  the  stock  still  sells  for  less  than 
nine  times  expected  1998  earnings. 

Alumax  has  wisely  gotten  out  of 
commodity  can -sheet  production  and 
has  sold  off  underperforming  mines 
in  Australia  and  Mexico.  It's  beefed 
up  high-growth,  higher-margin  areas 
such  as  architectural  sheet  walls  and 
light-gauge  foils. 

The  turnaround  is  a  personal  tri- 
umph for  Chief  Executive  Officer 
Allen  Born,  who  invested  lavishly  in 
new  facilities  during  dismal  days  in 
the  aluminum  industry. "In  this  busi- 
ness you  can't  plan  for  the  next  year 
and  the  year  after.  You  have  to  plan 
for  the  decade,"  he  says. 

-ASHLEA  EBELING 

Egg-on-face  department 

Last  year  we  got  carried  away  with 
the  prospects  for  Premisys  Commu- 
nications, a  seven-year-old  technolo- 
gy outfit  whose  products  help  phone 
companies  offer  new  business  ser- 
vices. The  stock  was  trading  at  67 
times  earnings  and  had  a  market  cap- 
italization of  $1  billion.  "Premisys 
and  [founder  Raymond]  Lin  are  on 
to  a  good  thing,"  we  ventured  (May 
20,  1996). 

But  investors  were  not.  Premisys' 
stock  plunged  from  $64.13  in  May 
1996  to  a  low  of  $7.13  in  March. 
The  sound  that  you  hear  is  the  scrap- 
ing of  egg  off  our  face. 

It  seems  that  several  large  cus- 
tomers delayed  or  canceled  orders. 
Revenues  dropped  sharply,  and  earn- 
ings slipped  to  a  probable  $12  million 
in  fiscal  1997. 

Premisys  is  far  from  sunk,  but 
Chief  Executive  Lin  says  it  will  take 
several  quarters  to  recover  the  rev- 
enue loss.  The  stock  has  crawled 
back  to  around  $18.  When  these 
techno- wonders  stumble,  they  stum- 
ble hard. 
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"SalesLogix 
is  a:  true  sales  automation  tool 
that's  as  easy  to  use  as  act! 
.  i  oughta  know."  > 


PatSullnan  is  President  and  CEO 
of  SalesLogix  Corp.  Before  launch- 
ing SalesLogix,  Pat  was  co-founder 
and  CEO  of  Contact  Software  int'L 
the  original  developer/marketer  0/ 
ACT!  and  creator  of  the  contact 
management  category. 


Along  with  an  array  of  contact 
management  features,  you  get 
sales  automation  that's  easily 
customized  to  work  the  way  you 
do.  You  can  maniige  accounts,  mo\:c 
deals  through  the  pipeline,  even 
synchronize  data  via  (lie  Internet. 


"Ever  wonder  why  they  call  it 
Sales  Force  Automation  software? 

Because,  until  now,  you  had  to 
force  your  sales  people  to  use  it. 

Sales  people  hate  the  whole 
idea  of  sales  automation.  And  they 
despise  most  SFA  software.  They'd 
rather  just  keep  on  using  a  simple 
contact  manager  like  ACT!' 

Which  makes  me  smile  because, 
as  you  can  see  from  the  blurb  at 


the  top  of  this  page,  1  had  a  lot  to  do 
with  its  development  and  success. 

So  it  won't  surprise  you  that 
SalesLogix™  looks  and  feels  much 
like  ACT!  But  you'll  be  amazed  that 
a  system  this  easy  to  use  gives  you 
the  power  to  transform  a  bunch  of 
mavericks  into  a  cohesive  team. 

Your  sales  force  won't  just  use 
SalesLogix.  They'll  love  it. 

And  so  will  you.  Because,  in 


addition  to  being  affordable,  it 
delivers  all  the  automation  you've 
been  craving,  including  sales 
forecasting,  graphical  customized 
reports,  group  scheduling  and  the 
ability  to  share  data  across  your 
entire  sales  organization. 

For  a  free  demo  disk  introducing 
the  next  generation  of  sales  soft- 
ware, act  now.  Call  800-540-7092 
or  visit  www.saleslogLx.com." 


SALES 
LOGIX 
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WHAT'S  WORRYING  TOP  EXECUTIVES /EDITED  BY  KATARZYNA  MORENO 

Apple,  anybody? 


By  Carleen  Hawn 


"Apple  stiU 
has  opportu- 
nity written 
all  over  it, 
but  you'd 
need  God  to 
[turn  it 
around]." 

Charles  Haggerty, 
chief  executive, 
Western  Digital 


John  Thompson 
Vice  Chairman 
Heidrick  &  Struggles 
(hired  by  Apple  to  find  departed  Chief  Executive 
Officer  Gilbert  Amelio's  successor) 

A  George  Fisher  would  be  good.  He's  techni- 
cal enough  and,  though  not  charismatic  in  a 
traditional  sense,  he  inspires  people  to  want  to 
win.  Others  might  include  a  Lawrence 
Bossidy  [chief  executive  of  AlliedSignal]  type. 

I  have  a  hunch  Jobs  will  be  playing  a 
larger  role.  We  don't  know  what  that  is  yet, 
but  I  think  the  right  person  is  going  to  see 
Steve  as  a  partner,  not  as  a  threat.  He's  a 
wonderful  marketeer.  Apple  needs  that. 

Jean-Louis  Gassee 
Chief  Executive  Officer 
Be,  Inc. 

Right  now  the  job  is  so  difficult,  it  would 
require  a  bisexual,  blond  Japanese  who  is  25 
years  old  and  has  15  years'  experience! 

In  order  to  find  a  new  chief  executive  offi- 
cer, Apple  will  have  to  find  two  people,  not 


The  travails  of  Apple  Computer  have  become  a  kind 
of  national  soap  opera,  with  tens  of  millions  of  inter- 
ested spectators.  Does  the  Apple  have  a  sound  core? 
What  will  it  take  to  save  it?  Is  there  a  miracle  worker 
in  the  wings?  As  our  contribution  to  this  spectator 
sport  we  offer  the  views  of  an  assortment  of  high- 
tech executives,  turnaround  artists  and  executive- 
search  specialists.  As  you  will  see,  there's  no  dearth 
of  opinions  but  darned  little  optimism.  (Maybe  that's 
a  good  sign.) 

\  U   

one.  They  should  cleave  the  hardware  division 
from  the  software  division,  because  they  are 
1  too  entangled. 

You  give  the  freaking  hardware  division  to 
Steve  Kahng,  the  head  of  Power  Computing, 
and  then  you  can  give  the  application/ soft- 
ware job  to  Guerrino  De  Luca,  vice  president 
of  marketing  at  Apple. 

Suddenly,  instead  of  having  a  job  that 
requires  some  kind  of  messiah,  you  have  two 
companies  that  can  be  run  by  mortals. 

Ted  Waitt 

Founder  and  Chief  Executive  Officer 
Gateway  2000 


The  sum  of  the  parts  is  greater  than  the  whole. 

Charles  Haggerty 
Chief  Executive  Officer 
Western  Digital 

Amelio  was  not  the  right  person  for  the  job. 
He  tried  to  save  his  way  out,  and  you  can't  do 
that.  You  have  to  narrow  the  product  plans, 
throw  out  what  is  not  working. 

At  the  time  that  Amelio  brought  Jobs  back, 
it  was  a  good  move.  The  engineering  commu- 
nity looks  at  Jobs  as  their  godfather.  But  I 
would  be  surprised  if  they  offered  him  the  job 
of  interim  chief  executive  officer. 

I  think  it  is  a  job  that  can  be  done  by  some- 
body. But  who?  First  I  think  the  board  should 
be  replaced.  The  kind  of  person  [needed]  is  a 
business  marketer. 

Apple  is  a  company  that  still  has  opportuni- 
ty written  all  over  it.  But  you'd  need  to  recruit 
God  to  get  it  done. 
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We're  helping  thousands  of  people  purchase  homes  at  the  same  address. 


WWW.COUNTRYWIDE.COM 


Get  a  special  rate  with  our  Gold  Credit5"  Home  Loan  when  you  apply  on  the  Internet. 


Countrywide 

SssBBIBSmShsP 

HOME  LOANS 

Easy.  Re  ally/ 

Equal  Housing  Lender.  ©1997  Countrywide  Home  Loans.  Inc.  Trade/service  marks  property  of  Countrywide  Credit  Industries.  Inc.  and/or  its  subsidiar  ies.  5/97. 
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CEO  Michael  Spindler 
^vyfft                                                     resigns,  with  a 

vy  I!                                           rJjtyfiEi  ^4  m'"'on  Paracnu'e 
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Chairman  John  Sculley  resigns, 
with  at  least  a  $2  million  parachute 

CEO  Gil  Amelio  'fl 

resigns,  with .   *~ 

a  $7  million 
parachute 

1993  1994 

Sources:  Forbes;  Apple  Computer. 
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"Apple  is 
like  a  moose 
that's  been 
shot  through 
the  heart- 
it's  running 
and  bleeding, 
but  won't 
die." 


Jeffrey  Christian, 
a  headhunter 


Jeffrey  Christian 
Executive  Search  Consultant 
Christian  &  Timbers 

Apple  has  been  always  able  to  pull  a  rabbit  out 
of  its  hat.  There  isn't  anything  in  the  hat 
today — no  new  technological  innovation.  Gil's 
[Amelio]  biggest  blunder  was  not  bringing  in 
an  innovative  technologist. 

Now  Apple  wants  a  marquee  name,  but 
they  won't  get  it.  Apple's  best  bet  is  an  up  and 
comer.  The  key  to  this  search  is  whether  they 
can  get  a  strong  number  two  because  there  is 
not  a  strong  number  one  that  will  take  the 
job.  It  could  be  a  chief  operating  officer,  a 
divisional  head  or  maybe  a  president.  Some- 
one who  is  between  39  and  44  and  who 
hasn't  run  a  company  yet.  They  need  some- 
one who  is  going  to  put  their  whole  career  on 
the  line.  The  George  Fishers  of  this  world 
have  no  reason  to  do  that. 

I  don't  see  Jobs  as  the  guy  who's  going  to 
have  the  next  great  idea.  He  did  champion 
some  great  innovations  in  the  past,  but  I'm 
not  sure  that  is  enough.  Bringing  in  someone 
out  of  the  past  was  not  creating  a  future  for 
diem.  They  needed  to  bring  out  a  figure  that 
is  really  going  to  freshen  Apple  up.  That's 
what  a  turnaround  is  about. 


Al  Dunlap 

Chief  Executive  Officer 
Sunbeam  Corp. 

I  have  a  strong  belief  that  turnarounds  must 
be  done  in  the  first  year.  If  the  surgeon  is  oper- 
ating on  the  patient  every  couple  of  months, 
the  patient  dies.  And  how  long  have  they  been 
restructuring  Apple?  Ten  years?  So  now  it's 
dead.  You  can't  do  anything  with  a  cadaver. 

They  should've  gone  after  somebody  deci- 
sive 2XA  years  ago.  Now  anybody  is  doomed  to 
failure,  even  Jack  Welch. 

Amelio's  decision  to  bring  Steve  Jobs  back 
to  Apple  was  a  huge  mistake.  The  minute 
Amelio  brought  him  back  in  he  was 
telegraphing  the  message,  "Hey,  I  can't  do 
this  job."  The  situation  at  Apple  has  now 
become  a  circus.  Even  if  they  do  hire  some- 
one, how  ready  is  Jobs  to  sacrifice  his  control? 
How  willing  is  Edgar  Woolard  to  step  back? 

My  advice  to  them  is  hire  an  investment 
banker  and  get  the  best  value  for  the  pieces 
that  they  can. 

Where  does  it  say  that  Apple  has  to  contin- 
ue as  a  company? 

Fred  Wackerle 

Executive  Search  Specialist 

McFeely  Wackerle  Shulman 

The  turnaround  could  be  a  lot  easier  now  for 
the  new  chief  executive  officer.  Apple  has 
gone  through  so  many  that  he  may  say:  "You 
know,  now  our  backs  are  to  the  wall,  we  real- 
ly better  pay  attention." 

Adding  Woolard  to  the  board  was  a  signifi- 
cant step  forward.  Woolard  has  the  capacity 
to  bring  in  a  top-notch  person  to  turn  Apple 
around.  A  new  chief  executive  officer  should 
also  be  able  to  bring  his  own  people  to  the 
board  of  directors,  who  have  the  skill  set  of  a 
Woolard.  When  you  examine  the  current 
board  of  directors  you  will  find  that  it's 
quite  weak. 

The  new  chief  executive  officer  could  be  an 
insider  or  outsider.  It  has  to  be  someone  very 
decisive,  but  not  a  killer.  You  want  a  Jack 
Welch.  You  don't  want  a  Lee  Iacocca. 

I  would  expect  a  surprise — maybe  our  can- 
didate is  not  in  the  U.S.  ^ 


What's  on  your  mind? 

I  u  are  a  business  executive,  whether  with  a  big  company  or  a  small  one,  we'd  like  to 
ki1         i.u\  bothering  you  these  days,  and  what  you  are  doing  about  it. 

Tell  ui.  about  it  at:  mind@forbes.com. 
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THE  CLIENTPRO  LI 


F  BUS  I 


lOMPUT 


ITIN 


AND  BUILT 


TAY  THAT  WAY 


Talk  about  consistent.  Micron™  ClientPro™  Mte 
PCs  are  always  reliable,  so  you  know  you 
can  depend  on  them.  They're  flexible,  so 
you  can  depend  on  them  tomorrow,  too. 
We  design  our  ClientPro  desktops  to  be 
easy  to  set  up,  easy  to  upgrade  and  easy 
to  network,  so  you  reduce  potential 
downtime  and  lower  your  total  cost  of 
ownership.  We  back  you  up,  too.  Each  Micron  system  is  custom 
configured  and  shipped  directly,  so  it  meets  your  needs,  not 
ppjPJ^^     someone  else's.  If  you  have  any  PC  or  networking 
questions,  the  answers  are  just  a  phone  call  away, 
thanks  to  our  top-notch,  24-hour  customer  support, 
pentiunrf  Micron  ClientPro  PCs.  You  can  count  on  them. 


MICRON  CLIENTPRO  Mte 


Intel®  166MHz  Pentium  processor  with  MMX  technology 

16MB  EDO  RAM 

1.6GB  SMART  EIDE  hard  drive 

15"  Micron  15FGx,  .28dp  (13.7"  display) 

STANDARD  FEATURES 

512KB  pipeline  burst  cache,  flash  BIOS,  DMI  Support 

3.5"  floppy  drive 

3Com  3C905  network  adapter 

Integrated  S3  V1RGE/DX  graphics 

accelerator,  2MB  EDO  RAM 
Integrated  wavetable  sound 
Tool-tree  minitower  or  desktop 
Microsoft"  Intellimouse"1, 104-key  keyboard 
Microsoft  Windows®  95 
Intel  LANOesk  Client  Manager 
5-year/3-year  Micron  Power9  limited  warranty 


$1,599 


Bus  lease  $54/mo 


MICRON 
POWER 


WARRANTY 

5-year  limited  warranty  on  microprocessor  and  mam  memory 

3-year  limited  parts-only  system  warranty  (1-year  for  Transport  Vlx) 

1-,  2-  or  3-year  optional  on-site  service  agreemeni  for  Micron  desktop  and  server  systems 

30  days  of  tree  Micron-supplied  software  support  lor  Micron  desktop  systems,  3  optional 

network  operating  system  incident  resolutions  included  lor  Micron  server  systems 
30-day  money  back  policy 
24  hour  technical  support 

The  foregoing  is  subject  to  and  qualified  by  Micron's  standard  limited  warranties  and  lerms 
and  conditions  of  sale  Terms  and  conditions  oi  sale  may  vary  for  specific  configurations 
Copies  uf  the  limited  warranties  may  be  obtained  on  our  Wed  srte  or  by  calling  Micron. 


Micron  Sales  Hours:  Mon-Fri  6am-10pm(  Designed^ 
Sat  7am-5pm  (MT)  Technical  Support 
Available  24  Hours  A  Day-7  Days  A  Week. 

'  '  Microsoft* 

Toll  free  from  Mexico:  95-800-708-1755  w.ndows-95 
Toll  free  from  Canada:  800-708-1758  •  Toll  free  from 
Puerto  Rico:  800-708-1756  ■  International  Sales: 
208-893-8970  •  International  Fax:  208-893-7393 

s  in  typography  or  photography  All  purchases  are  subiecl  lo  availability  Prices  and 


Call  now  to  order. 

800»8?6»9161 

www.micronpc.com 


©1997  Micron  Electronics.  Inc  All  right:,  reserved  Micron  [lectrnnics  is  not  responsible  for  omissions  a 

specifications  may  Oe  changed  without  notice,  pnces  do  not  include  shipping  and  handling  and  arty  applicable  taxes  30-day  money-back  policy  does  not  include  return  freight  and  original 
shipping/  handling  charges,  apples  only  lo  Moon  brand  produds  and  begins  from  date  of  shipmem"  All  sales  are  suhiect  In  Micron  E  ledron.cS  currenl  lerms  and  conditions  ol  sale  Lease  pnces 
based  on  3&*nonth  lease  The  Intel  Inside  Logo  and  Pentium  are  registered  trademarks  and  MMX  is  a  trademark  ot  Inlet  Corporation  MfcNUOfl  Windows  Windows  NT  and  the  Windows  logo 
are  registered  trademarks  ol  Microsofl  Corporalion  Other  product  names  used  in  this  publication  are  lor  identrfication  purposes  only  and  may  be  rjademarks  of  the*  respsctNe  companies 
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THINKING  OUT  OF  7  HE  BOX 


Hoechst  AG  D-65926  Frankfurt  http://www.hoechst.com 


Wh 


en  a  down-to-earth 


Mars. 


This  Independence  Day,  we  were 
pleased  to  be  part  of  a  safer,  gender 
Martian  landing. 

Pathfinder  has  landed  - 
on  airbags  with  fibers 
made  by  Celanese. 

Seconds  before  touchdown,  the  airbags 
were  inflated  in  order  to  cushion  Path- 
finder's landing  on  the  surface  of  Mars. 
Thanks  to  Vectran®,  a  stellar-strength  fiber 
from  Celanese,  a  member  of  the  Hoechst 
Group,  the  airbags  didn't  burst  under  the 
spacecraft's  impact. 

Of  course,  you  can  experience  the 
advantages  of  Vectran  right  here  on  planet 
Earth. 

In  high-performance  yacht  sails  and 
seismic  arrays  on  ships  that  map  the  ocean 
floor.  Or  in  tennis  rackets  and  golf  clubs 
to  help  you  make  your  best  shots.  It's 
even  found  in  identified  flying  objects  - 
like  airships. 

We  keep  on  finding  new  ways  to  make 
life  better. 

Here,  there  and  everywhere. 


Hoechst  is  an  international  group  of 
companies  spearheading  innovation  in 
Life  Sciences  and  Industry.  With  more 
than  140,000 people  worldwide,  last 
year's  sales  totalled  $  34  billion. 


Finding  new  ways. 


Hoechst 


HfcAUfcnS  SftY 

readefs@forbes.com 


Flyswatters 

Sir:  Re  "Psst!  Transactions"  (July  7). 
Nicholas  Negroponte  has  been 
pulling  off  the  Info  Superhighway 
too  many  times  for  sips  of  electronic 
commerce  Kool-Aid.  His  prediction 
that  Web  employment  ads  will  cause 
these  ads  to  disappear  from  printed 
dailies  is  a  hoot.  He,  like  most  tech- 
nology palm  readers,  assumes  a  com- 
puter is  always  available  and  more 
user- friendly  than  hard  copy. 

In  reality  newspapers  are  more 
portable,  flexible,  disposable,  require 
no  batteries  or  log-ons,  and  can  be 
read  in  the  nearest  men's  room,  train 
or  beach  chair.  Most  importantly, 
they  can  be  used  to  swat  the  occa- 
sional fly.  Try  that  with  your  $5,000 
laptop. 
-Jim  Finch 
Amherst,  N.H. 

Forbes?  Liberal? 

Sir:  Re  "Grin  and  bear  it"  (June  16). 
When  you  applaud  the 
government  for  rais- 
ing park  fees  and 
invoke  the  liberal 
mantra  "We  can 
afford  to  pay 
more,"  I  fear 
you  have  lost  it. 

In  1916  most 
Americans  paid 
no  income 
taxes.  Today 
many  pay  up  to 
38%       of  their 
incomes  for  government  programs, 
including  the  parks.  Yet  you  accuse 
us  of  not  paying  our  own  freight! 
Outrageous. 
-Dennis  Crocker 
Omaha,  Nebr. 

Dividends:  no  crystal  ball 

Sir:  Charles  Babin  tries  to  show  in 
"Dividends  matter"  (July  28)  that 
dividend  growth  is  a  prognosticator 
for  stock  price  appreciation.  That's 
akin  to  believing  that  the  cart  pushes 
the  horse.  Companies  with  high 
earnings  growth  can  afford  to 
increase  dividends  at  a  greater  rate 
than  those  with  lower  earnings 
growth.  Dividend  increases  follow 
increases   in   earnings   and  stock 


prices.  They  do  not  lead. 
-Jerry  Lichen 
Hollywood,  Fla. 

In  Alaska  we  trust 

Sir:  Re  "Is  your  trust  well  placed?" 
(June  16).  Your  excellent  article 
questions  "the  practicality  of  having 
property  administered  in  some  far- 
off  place  like  Alaska."  Our  state's 
Permanent  Fund  Corp.  manages 
property  investments  in  the  lower  48 
and  is  doing  just  fine.  One  needn't 
expect  trusts  would  fare  worse. 

You  imply  we're  out  of  touch  up 
here.  That  made  me  chuckle  as  I 
browsed  the  Internet  version  of  your 
magazine.  I  can  tap  into  the  elec- 
tronic lifeblood  of  business  and  still 
enjoy  spectacular  mountains  and 
clean  air.  Now  that's  practical. 
-Ronald  G.  Clarke 
Juneau,  Alaska 

Silicon  war 

Sir:  Re  "Format  wars"  (July 
7).  You  missed  the  boat  on 
vV       the     largest  standards 
debate    raging  on-line: 
U.S.  Robotics'  X2  versus 
Lucent  Technologies' 
K56.  The  major  players 
are  engaged  in  a  mar- 
keting  blitz   to  get 
consumers  to  use  their 
products  to  access  the 
Internet     at  56-kilobit 
speeds.  Sneaking  under  their 
radar  scopes  is  a  California  company 
called  Livingston,  whose  PM  3 
makes  mouths  water. 

U.S.  Robotics  isn't  going  to  let 
the  PM  3  run  on  its  proprietary  sys- 
tem, and  is  putting  the  screws  to  the 
Internet  service  providers:  "Buy  our 
stuff  or  suffer." 
-David  C.  Troup 
Green  Bay,  Wis. 

I  just  don't  believe  them 

Sir:  "Lies,  damned  lies  and  political- 
ly motivated  statistics"  (July  28) 
points  out  quite  well  one  of  the 
major  problems  with  today's  media 
merchants:  lack  of  trust.  I  never 
watch  any  national  news  program.  I 
gather  my  news   myself  on  the 


Internet.  I  must  not  be  alone,  as  the 
ratings  for  the  national  news  shows 
indicate.  Perhaps  some  of  the  hubris 
of  the  three  evening  network  news 
anchors  will  wear  off  as  more  and 
more  Americans  cease  watching. 
-Jerry  Dawson 
Portland,  Ore. 

The  land  of  the  litigious 

Sir:  Re  "The  golden  leaf  (July  7).  I 
commend  you  for  unveiling  the  play- 
ers behind  the  scene  regarding  the 
litigation  explosion  in  the  U.S.  I 
myself  was  a  heavy  smoker 
and  am  now  an  anti- 
smoking  campaign- 
er. It's  been  adver- 
tised for  years  that 
smoking  is  adverse 
to  good  health.  I 
assumed  that  risk 
and  will  suffer  the 
consequences.  I  find 
it  immoral  that  a 
group  of  lawyers  is  shifting  this 
responsibility  for  personal  profit. 
What's  next?  Alcohol?  Fatty  foods? 

Our  country's  slogan,  "the  land  of 
the  free,"  is  eroding  quickly  to  "the 
land  of  the  litigious." 
-Thomas  Terrell 
Doha,  Qatar 

Technology  mergers  work 

Sir:  Re  "When  Exxon  could  have 
beaten  Intel"  (July  7).  You  write 
about  the  failure  of  technology  mar- 
riages, yet  the  deals  you  cite  are 
mainly  acquisitions  by  large  industri- 
al companies  diversifying  into  tech- 
nology. These  are  hardly  representa- 
tive. You  have  ignored  mainstream 
technology  m&a.  In  1996  over 
3,000  mergers  and  acquisitions 
between  information  technology 
companies  took  place  in  North 
America  and  Europe,  with  a  total 
value  of  $234  billion.  And  more  and 
more  are  recognizing  acquisitions  as 
strategic  weapons.  The  number  of 
successful  technology  marriages  far 
outweighs  the  failures. 
-Maryfrances  B.  Galligan 
Foster  City,  Calif.  H 

For  more  letters  point  your  browser 
to  www.forbes.com/readers. 
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At  NEC,  we  realize  multimedia  is  some 
thing  far  more  powerful  than  just  a  CD-ROM 
reader  hooked  up  to  your  computer.  It's  a 
global  network  where  people  from  every 
corner  of  the  world  can  communicate  and 
work  together  face-to-face. 

And  NEC  is  positioned  to  be  the  one  true 
leader  in  multimedia.  After  all,  we're  the  only 
high-tech  Gompany  that  ranks  among  the  top 


THE  UNIVERSE 
MAY  BE  EXPANDING, 
BUT  THANKS  TO 
NEC  MULTIMEDIA, 
OUR  PLANET 
IS  DEFINITELY 
SHRINKING. 


five  in  all  three  key  multimedia  technologies: 
semiconductors,  computers,  and  communi- 
cations. In  fact,  we  hold  over  29,000  patents 
on  everything  from  video  conferencing  to 
global  satellite  systems. 

For  more  information,  call  1-800-338- 

9549  or  reach  us  on  the  Internet  at 

just  imagine 
http://www.nec.com.  — 


i.  t  (  M  r.  »  i 


»  NEC  USA,  Inc.  1996 


NEC 


Proud  sponsor  of:  NEC  World  Series  of  Golf, 
August  21-24;  Davie  Cup  by  NEC,  September  19-21 


"With  all  thy  getting  get  understanding" 

Fact  and  Comment 


By  Steve  Forbes,  Editor-in-Chief 


ANTIDOTE 

The  CATO  Institute  has  just  published  a  report  that 
should  help  advance  genuine  Social  Security  reform.  Written 
by  State  Street  Global  Advisors'  Bill  Shipman,  a  longtime 
advocate  of  fundamental  change,  the  paper  factually,  effec- 
tively, answers  the  most  common  objections  to,  and  anxi- 
eties about,  a  new  system  in  which  younger  people  would 
own  their  plans.  These  individual  retirement  accounts  would 
be  financed  by  payroll  taxes,  as  Social  Security  is  today. 


TO  FEAR 

One  common  fear  of  a  system  in  which  people  own  their 
accounts  is  that  if  the  stock  market  were  to  crash,  people 
retiring  at  that  point  would  end  up  with  little  or  nothing. 
But  Shipman  examined  the  ten  worst  days  for  stocks  in 
America,  the  ten  worst  months  and,  finally,  the  ten  worst 
quarters.  He  discovered  that  retirees  would  still  be  able  to 
buy  annuities  providing  more  financial  security  under  the 
new  plan  than  they  would  under  the  current  system. 


The  high  cost  of  auto  insurance  is  a  constant  irritant 
to  American  motorists.  Premiums  generally  rise  at  1.5 
times  the  rate  of  inflation,  but  in  some  parts  of  the 
country  it  is  even  worse.  Low-income  people  are  espe- 
cially hard-hit.  Now,  at  last,  relief  is  on  the  horizon. 

There  is  a  bill  before  Congress 
that  should  cut  rates  as  much  as 
30% — a  potential  savings  of  $45  bil- 
lion this  year  and  nearly  $250  billion 
over  the  next  five.  Sponsored  by 
Mitch  McConnell  (R-Ky.)  and 
House  Republican  Majority  Leader 
Dick  Armey  (Tex.),  the  legislation 
would  give  motorists  the  choice 
they  yearn  for.  They  could  stick  with 
their  current  high-cost  policies,  or 
they  could  opt  for  an  alternative  that 
would  quickly  and  fully  reimburse 
them  for  so-called  economic 
losses — medical  bills,  lost  wages,  etc. — in  exchange  for 
giving  up  the  option  of  suing  for  noneconomic  damages 
such  as  pain  and  suffering. 

This  cheaper  policy,  called  Personal  Protection  Insur- 


CONSUMER  RETORT 

ance,  would  put  an  end  to  delays  by  cutting  out  expen- 
sive, protracted  litigation.  Consumers  could  still  sue  for 
pain  and  suffering  if  their  injuries  were  inflicted  inten- 
tionally or  if  they  were  the  result  of  a  driver's  driving 
under  the  influence  of  drugs  or  alcohol. 

Such  a  policy  would  be  a  boon  to 


McConnell  and  Armey:  Making  auto  in- 
surance consumer-friendly. 


people  who  suffer  serious  losses  in 
an  accident.  The  Rand  Institute  for 
Civil  Justice  found  that  people 
whose  damages  exceed  $100,000 
recover  only  9%  of  their  losses  under 
the  current  system  and  often  have  to 
wait  years  to  get  even  that. 

The  McConnell-Armey  reform 
would  slash  frivolous  suits  and  inflat- 
ed claims.  Naturally,  trial  lawyers  hate 
it.  Their  special -interest  group  head 
labels  it,  "Insidious.  An  assault  on 
our  livelihood.  If  this  bill  is  approved 
by  Congress,  no  area  of  tort  law  will  remain  safe." 

Auto  insurance  choice  is  not  another  example  of  Wash- 
ington-knows- best.  State  legislatures  could  opt  out  of 
Auto  Choice  if  they  so  chose. 


GOOFY  FOR  MAYOR? 

Is  San  Francisco  becoming  the  Sierra  Club's  version  of    Cats  would  be  rounded  up  from  parks  and  destroyed 


Disneyland  or  Colonial  Williams- 
burg? The  city  is  seriously  consid- 
ering implementing  a  plan  cooked 
up  by  the  Sierra  Club.  Auto- 
mobiles would  be  severely  re- 
stricted and  sidewalks  would  be 
widened  to  encourage  bicycling. 
But  the  plan  doesn't  stop  there. 


Has  San  Francisco  run 
'environmentally  amok'? 

Cars,  cats  and  perfume  on  a  civic  hit  list 


-Washington  Times 


(cats  kill  birds).  Measures 
would  be  taken  to  discourage 
the  use  of  perfume  and  scented 
after-shave  lotion.  Homeowners 
would  be  forced  to  plant  trees 
in  order  to  "improve  air  quali- 
ty." Schools  would  have  to  pro- 
vide even  more  sex  education 
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programs,  despite  there  seeming  to  be  more  than  a  coin- 
cidental link  between  these  courses  and  out-of-wedlock 
births.  Schools  would  also  be  required  to  add  gardening 
to  their  activities.  Stores  would  be  pressured  to  carry 
organic  foods.  Smoking  would  be  banned  in  bars.  With 
a  straight  face,  the  city's  environment  director  says, 


"These  are  not  flaky  items.  These  are  important  things. 
One  of  the  problems  we  have  in  the  country  is  that  we 
focus  on  what's  happening  here  instead  of  focusing  on 
the  planet." 

Maybe  those  sci-fi  movies  and  supermarket  tabloids  are 
right — aliens  have  landed  and  are  taking  over. 


OOPS! 


Few  things  are  more  maddening,  more  horrifying,  than  to 
be  working  on  your  word  processor  and  suddenly  see  your 
labors  disappear,  forever  irretrievable  because  of  some  glitch, 
mistake   or  electrical 
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surge.  You  can  console 
yourself  with  the  story 
of  Thomas  Carlyle,  a 
noted  19th-century 
historian,  who  suffered 
an  even  worse  fate. 

When  Carlyle  wrote 
this  letter,  he  was 
struggling  and  broke. 

He  had  poured  heart  and  soul  into  writing  a  massive  his- 
tory of  the  French  Revolution,  a  book  he  felt  would  make 
or  break  him.  He  had  lent  the  handwritten  manuscript — 
many  hundreds  of  pages — to  a  close  friend,  John  Stuart 
Mill,  who  later  became  a  famous  philosopher.  Alas,  Mill 
carelessly  left  the  manuscript  lying  about  his  apartment.  His 
maid  thought  it  was  scrap-paper  and  used  it  to  light  a  fire. 
Writing  to  a  friend,  the  distraught  Carlyle  cried,  "There 


has  befallen  the  ugliest  accident  I  ever  underwent;  of  which 
I  have  spoken  or  speak  to  no  man  except ...  to  you.  The 
first  Volume  of  my  poor  Book  you  heard  a  good  while  ago 

was  written:  well,  it 


-Forbes  Magazlnf  Collection 


is  now  unwritten, 
annihilated.  .  .  .  The 
fruit  of  five  months 
hard  toil,  evaporat- 
ed as  a  false  dream 
of  the  night!  ...  So 
you  will  get  no 
printed  French  Rev- 
olution this  season." 
To  make  matters  worse,  Carlyle  had  destroyed  all  his  notes, 
a  quirkish  practice  of  his  once  he  completed  a  work.  He  tried 
to  buck  himself  up,  writing  in  his  journal,  "It  is  as  if  my  in- 
visible schoolmaster  had  torn  my  copybook  when  I  showed 
it,  and  said,  'No,  boy!  Thou  must  write  it  better!'  What  can 
I,  sorrowing,  do  but  obey — obey  and  think  it  the  best?" 

Carlyle  did  indeed  rewrite  his  opus,  which  became  a 
bestseller. 


MORE  THAN  A  NIBBLE 

Gone  Fishin' — by  Walter  Mosley  (Black  Classic  Press,     back  to  those  dogs.  I  could  see  them  jerk  around  as  the  bullets  tore 


$22).  Character  Easy  Rawlins  is  now  a  fixture 
among  America's  mystery  readers.  Each  book 
has  moved  Rawlins'  life  forward  chronological- 
ly from  World  War  II,  but  here  Mosley  goes 
back  before  the  war  to  let  us  witness  the  convo- 
luted, tension-ridden,  bloody  bonding  between 
our  nitty-gritty  hero  and  his  murderous  best 
friend,  Mouse.  Like  other  Mosley  books,  this 
one  is  fast-paced  with  plenty  of  adventure  and 
with  taut,  character-revealing  dialogue  that 
would  have  aroused  admiration — and  envy — in 
Ernest  Hemingway  and  John  O'Hara.  While 
the  book  focuses  on  Rawlins  and  Mouse,  the 


WW 


through  their  skinny  bodies.  Just  a  quick  jerk  and 
they  hit  the  ground,  dead.  I  had  seen  death  before 
and  not  long  after  that  I  was  in  the  world  war  where 
death  came  by  the  thousands  and  the  tens  of  thou- 
sands; but  I  never  felt  so  close  to  death  as  when  I  saw 
those  dogs  die.  just  a  twitch  in  the  air  and  then  they 
fell  to  earth,  one  by  one,  heavier  than  life  can  ever  be. 

I  was  afraid  to  sleep;  afraid  because  I  had  seen 
death  in  a  way  where  it  was  real  for  me  and  I 
worried  that  I'd  never  wake  up.  I  wanted  my 
father  again;  wanted  him  for  the  thousandth 
time  since  we  ran  out  of  that  slaughter  house  and 
he  ran  out  of  my  life  forever.  I  wanted  him  to 


most  memorable,  larger-dian-life  character  is  Momma  Jo.     come  back  and  protect  me  from  death. 

Excerpt:  No  matter  what  I  tried  to  think  of  my  mind  went        That's  when  I  decided  to  learn  how  to  read  and  write. 

RESTAURANTS— GO,  CONSIDER,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  offer  Forbes  colleagues  Jeff  Cunningham  and  Tom  Jones. 


•  La  Cote  Basque— 60  West  55th  St.  (Tel.:  688- 
6525).  Still  a  wonderful  restaurant.  The  lobster  terrine 
with  basil  sauce,  the  foie  gras  with  truffle  juice,  the  Dover 
sole,  die  sweetbreads  with  mushrooms  and  Madeira  sauce 
are  all  absolutely  first-class  traditional  French  cuisine.  Ser- 
vice is  impeccably  professional. 

Campagnola — 1382  First  Ave.,  at  74th  St.  (Tel.:  861- 
1 102).  Attractive-looking  ^oisy  place  with  lots  of  glitzy 
types  offering  interesting  visus  5.  There  are  moments  when 
the  fare  is  splendid — buffalo  m<  zarella;  grilled  veal  chops — 


but  too  often  what  is  tasted  is  inexcusably  poor.  Service  is  fine 
on  the  waiter  level,  but  die  captain  can  be  downright  rude. 

•  Ansonia — 329  Columbus  Ave.,  near  75th  St.  (Tel.: 
579-0505).  Happening  new  place  on  the  Upper  West  Side, 
with  some  outstanding  offerings.  Try  the  seared  foie  gras  and 
the  lavender-glazed  duck.  Service:  attentive,  knowledgeable. 

•  Layla— 211  West  Broadway,  at  Franklin  St.  (Tel.:  431- 
0700).  You  can  do  no  better  than  this  for  Middle  Eastern 
food.  First-rate  hummus  and  a  puff-pastry  pita  that  is  out  of 
diis  world.  The  falafel  is  some  of  the  best  in  New  York.  ■■ 
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IN  A  DEREGULATED  WORLD, 
IT  PAYS  TO  DO  BUSINESS 
WITH  SOMEONE  WHO'S 

BEEN  AROUND  THE  BLOOK 


A  FEW  MILLION  TIMES 


UKCPL 


Electric 

'Si 


SOUND  UWIW 
ENERGY 


And  that's  just  today. 

Sure,  that's  a  lot  of  ground  to  cover  in 
24  hours.  But  what's  even  more  amazing  is 
that  we  did  it  without  ever  leaving  the  office. 

That's  because  we're  reading  nearly 
700,000  meters,  dozens  of  times  a  day,  with 
the  lowest-cost  data  communications  network 
there  is.  And  providing  a  competitive  advantage 
for  partners  like  Kansas  City  Power  &  Light, 


WILL  YOU  BE 
CELLNET  READY? 
OR  NOT. 

1.800.256.6304 


)  Kl 


Northern  States  Power,  Union  Electric, 
Puget  Sound  Energy  and  PG&E. 

Our  advanced  technology  has  the 
power  to  turn  kilowatts  into  megabytes 
of  real-time  information  that  can  be 
used  to  streamline  operations 


We  ensure  peace  of  mind  with  a 
secure  network  service  that  puts  you  in 
total  control  over  your  data.  Plus,  you'll  be 
fully  prepared  to  meet  any  deregulatory 
standard  with  an  open  architecture  that's 
as  scalable  as  it  is  flexible. 

For  more  information,  give  us 


CELLNET 

improve  profitability  and  retain  data  systems  a  call  and  ask  for  our  Unofficial 
and  acquire  new  customers  with  enhanced  Guide  to  Deregulation,  We  could  be  up  and 
services  and  lower  rates.  running  around  your  block  before  you  know  it. 


htlp  //www  cellnel  com    125  SHOREWAV  ROAD.  SAN  CARLOS,  CA  94070 


©IW  CcllNel  Dala  Systems 


t  made  us  a  world  leader 

It  helps  you  anticipate 
your  own  future. 

AXA  is  a  world  leader  in  insurance  and 
investment,  with  $450  billion  in  assets  under 
management  and  business  operations  in 
more  than  50  countries.  Here  in  the  US, 
where  we  manage  $230  billion  in  assets,  we 
have  been  serving  clients  for  over  137  years. 
You  know  us  as  Equitable,  Alliance  Capital 
and  Donaldson,  Lufkin  &  Jenrette.  The  breadth 
of  our  experience  gives  us  the  knowledge 
and  vision  to  spot  opportunities.  It  helps  us 
design  innovative  insurance  and  investment 
solutions  that  meet  your  financial  goals. 
That's  why,  more  than  ever,  we  can  say: 

Go  ahead  you  can  rely  on  us 


INSURANCE  &  INVESTMENT 

WITH  OUR  US  MEMBER,  EQUITABLE  COMPANIES 

Please  visit  our  Web  site:  http://www.axa.com 


Other  Comments 


Out  of  Control 

While  the  high  cost  of  auto  insur- 
ance hits  every  American  driver  in  the 
pocketbook,  it  hits  low-income  drivers 
particularly  hard.  The  Bureau  of  Labor 
Statistics  reports  diat  low-income  driv- 
ers spend  three  times  the  percentage  of 
dieir  household  income  on  auto  insur- 
ance as  do  the  wealthiest  fifth  of 
American  households.  [A]  Joint  Eco- 
nomic Committee  report  cited  a  study 
that  found  that  families  in  a  rural  coun- 
ty in  Arizona  living  below  50%  of  the 
poverty  line  spend  almost  one-third  of 
their  income  on  auto  insurance.  And 
over  half  of  the  households  in  the  study 
indicated  that  they  "put  off  paying  for 
other  important  expenses  in  order  to 
meet  car  insurance  payments." 
-Representative  Dick  Armey 

(R-Tex.),  in  the  Auto  Choice 

Reform  Act  of  1997 

Freedom  from  the  IRS 

In  constant  1987  dollars,  per-capi- 
ta  Hong  Kong  gross  domestic  prod- 
uct soared  from  $2,279  in  1965  to 
$22,527  three  decades  later. 

The  maximum  individual  income 
tax  rate  there  of  15%  is  payable  on  a 
territorial  basis.  Only  salary  and  profits 
earned  in  Hong  Kong  are  taxable  in 
Hong  Kong.  Profits  from  investment 
are  tax-free.  Capital  gains,  dividend  in- 
come and  interest  paid  to  individuals, 
wherever  earned,  are  exempt  from  tax. 

If  Hong  Kong's  residents  [had 
become]  Americans,  there  would  be 
no  doubt  about  the  future  of  their 
experiment  in  "true,  market  capital- 


ism" with  low  taxes.  Under  the  IRS, 
it  would  be  finished  for  sure. 
-James  Dale  Davidson  & 

Lord  William  Rees-Mogg, 

Investor's  Business  Daily 

Each  profession  has  its  draw- 
backs. Doctors  get  emergency 
calls  in  the  middle  of  the  night. 
Mathematicians  spend  months 
stuck  in  blind  alleys.  Poets  worry 
about  where  their  next  check  is 
coming  from.  And  economists  get 
asked  to  predict  interest  rates. 
-The  Armchair  Economist, 
by  Steven  E.  Landsburg 

Look  Homeward 

When  we  enter  the  new  urban  world 
in  the  next  few  years,  we  will  find  our- 
selves in  largely  unexplored  territory, 
knowing  more  about  the  distant  plan- 
ets of  outer  space  than  about  the  ex- 
ploding cities  of  our  own  planet  Earth. 
-The  Exploding  City, 
by  Robert  L.  Schiffer 

Wise  Move 

The  essential  reason  for  bringing 
the  formerly  captive  nations  of  East- 
ern Europe  into  the  successful  Euro- 
pean-American military  alliance  is  to 
deter  any  future  move  into  Europe  by 
a  resurgent  Russia. 

But  Russia  is  no  longer  a  threat.  Why 
have  a  NATO  at  all?  Answer:  Russia  is 
down  but  far  from  out;  with  its  literate 
population  and  unlimited  resources, 


now  unstultified  by  Communism,  it 
will  regain  superpower  status  soon. 

Just  as  NATO  deterred  war  in 
Western  Europe  for  the  last  half-centu- 
ry, a  NATO  allying  the  U.S.  and  Cana- 
da with  all  European  democratic  na- 
tions should  work  for  the  next.  What 
some  Russophiles  see  as  provocation  is 
plain  prevention,  and  prevention  pays. 
-William  Safire,  New  York  Times 

Big,  Bold  and  Bright 

I  got  BIG  bones  and  I'm  taller  than 
almost  any  man  I  ever  seen.  Us'ally  a 
big  girl  sag  down  an'  be  quiet  hopin' 
that  a  man  won't  notice  her  size — but 
I  cain't  do  that.  And  if  a  man  stand  up 
an'  be  stupid  then  I  just  set  him 
straight.  Women  can  be  wrong  too  an' 
they  can  be  just  as  dumb  as  any  man. 
But  a  woman  us'ally  come  around 
quicker  than  a  man  'cause  if  you  hurt 
a  man's  pride  you  might  as  well  give 
up  on  him  ever  thiinkin'  right. 
-Gone  Fishin',  by  WALTER  Mosley 

Generally  Speaking 

A  successful  general  does  not  have 
to  be  the  best  general  in  the  world. 
All  he  has  to  be — or  if  he  is  not  so 
already,  all  he  has  to  become — is  bet- 
ter than  the  generals  he  faces. 
-Richard  Brookhiser, 
Founding  Father 

The  Way  Life  Should  Be 

Summer  in  Maine  is  like  the  best  of 
fall  everywhere  else.  Sunny  days  start 
off  crisp.  By  midday  the  air  softens  and 
the  scent  of  pine,  sprinkled  with  salt 
from  the  coast,  rises.  It's  heating  up. 

And  there  are  the  foggy  spells  when 
no  sandwich  of  shirt-sweater-slicker 
can  shield  you  from  the  damp.  In 
Maine,  for  me,  one  foul-weather  day  is 
never  enough — because  for  every  lob- 
ster in  a  pot,  there  is  an  antiques  shop 
in  a  barn,  a  flea  market  in  a  field,  a  yard 
sale  moved  to  a  porch.  All  roads  lead  to 
treasure.  To  set  off  on  them,  equipped 
with  a  good  map,  a  bottle  of  Poland 
Spring,  and  a  big  box  of  tiny  wild  blue- 
berries, well,  nothing  could  be  finer. 
-Heather  Smith  MacIsaac, 

Travel  &  Leisure  B 
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At  your  age, 
with  your  high  cholesterol, 
what's  your  risk 
of  a  first  heart  attack? 


If  you  have  high  cholesterol,  figure  your  risk  of  a  first  heart  attack. 

Fill  in  your  points  for  each  risk  factor. 


□ 

□ 

□ 

□ 

□ 
□ 
□ 


2pts. 
3  pts. 

2pts. 
3  pts. 


40  to  48 
49  to  53 

45  to  54 
55  to  73 


4  pts.  54+ 


4  pts.  74+ 


□ 


□ 


□ 


Age:  Men 

0  pts.  Less  than  35 

1  pt.    35  to  39 

Age:  Women 

Opts.  Less  than 42 

1  pt.    42  to  44 

Family  History: 

2  pts.  My  family  has  a  history  of  heart  disease  or  heart 

attacks  before  the  age  of  60 

Inactive  Lifestyle: 

1  pt.    I  rarely  exercise  or  do  anything  physically 
demanding 

Weight: 

1  pt.    I'm  more  than  20  lbs.  over  my  ideal  weight 
Smoking: 

1  pt.    I'm  a  smoker 
Diabetic: 

1  pt.    Male  Diabetic 

2  pts.  Female  Diabetic- 
Total  Points 


Total  Cholesterol  Level: 

Opts.  Less  than  240  mg/dL 

1  pt.    240  to  315  mg/dL 

2  pts.  More  than  315  mg/dL 

HDL  Level  (good  cholesterol): 

Opts.  39  to  59  mg/dL 

1  pt.    30  to  38  mg/dL 

2  pts.  Under  30  mg/dL 
-1  pt.   Over  60  mg/dL 

Blood  Pressure: 

I  don't  take  blood  pressure  medication;  my  blood 
pressure  is: 

(Use  your  top  or  higher  blood  pressure  number) 
Opts.  Less  than  140  mmHg 

1  pt.    140  to  170  mmHg 

2  pts.  Greater  than  170  mmHg 
(or) 

1  pt.    I  am  currently  taking  blood 
pressure  medication 


□ 


If  you  scored  4  points  or  more,  you  could  be  at  above  average  risk  of  a  first  heart  attack 
compared  to  the  general  adult  population.  The  more  points  you  score,  the  greater  your  risk. 


If  you  have  already  had  a  heart  attack  or  have  heart  disease,  your  heart  attack  risk 
is  significantly  higher.  Only  your  doctor  can  evaluate  your  risk  and  recommend 
treatment  plans  to  reduce  your  risk.  If  you  don't  know  your  cholesterol  level  or 
blood  pressure,  ask  your  doctor  if  your  levels  should  be  checked. 

Provided  as  an  educational  service  from  Bristol-Myers  Squibb  Company. 


American  Heart 
Association 


Fighting  Heart  Disease 
and  Stroke 


Pravachol,  in  combination  with  diet,  is 
proven  to  reduce  thi  i  ri,-st  heart 

attack,  reduce  the  risk  o  d<  ith  from 
heart  disease,  and  reduc  the  a  vd  for 
surgery  to  clear  blocked  o  ro 


arteries  (such  as  bypass  or  angioplasty) 
based  on  a  landmark  study  including 
over  6,500  males  with  high  cholesterol 
and  no  evidence  of  heart  disease. 
Because  Pravachol  is  a  prescription 


drug,  you  should  ask  your  doctor  or 
healthcare  professional  if  Pravachol  is 
right  for  you.  Some  mild  side  effects, 
such  as  slight  rash  or  stomach  upset, 
occur  in  about  2-4%  of  patients. 


PBSACHOL 

Proven  to  help  prevent 
first  heart  attacks  in  people 
with  high  cholesterol. 


Pravachol  is  the  only  cholesterol- 
lowering  drug  of  its  kind  proven  to 
help  prevent  first  heart  attacks.  And  the 

grim  fact  is,  up  to  33  %  of  people  do  not 
survive  their  first  heart  attack.  Improving 
your  diet  and  exercise  is  an  important 
first  step,  but  may  not  be  enough.  So  ask 


your  doctor  about  Pravachol.  It  reduces 
the  risk  of  a  first  heart  attack  and  the  need 
for  surgery  to  clear  blocked  coronary 
arteries.  Pravachol  has  been  prescribed 
by  doctors  for  millions  of  men  and 
women  worldwide.  It  could  help  you  live 
a  longer,  healthier  life. 


PWCHOL 

pravastatin  sodium  tablets 


Ask  your  doctor  if  PRAVACHOL  is  right  for  you.  Or  call 
1-800-PRE  VENT  for  information  on  first  heart  attack  prevention 
including  a  free  brochure  from  the  American  Heart  Association. 
It's  all  provided  by  Bristol-Myers  Squibb. 

Proven  to  help  prevent 
first  heart  attacks. 


Visit  our  Web  site  at  www.pravachol.com 

Pravachol  should  not  be  taken  by 
women  who  are  pregnant  or  nursing, 
people  who  are  allergic  to  any  of  its 
ingredients  or  by  anyone  with  liver 
disease.  Your  doctor  may  perform  simple 


blood  tests  to  check  your  liver  function 
before  and  during  treatment  with 
Pravachol.  Muscle  pain  or  weakness 
could  be  a  sign  of  a  rare  but  serious  side 
effect  and  should  be  reported  to  your 


doctor  right  away.  Be  sure  your  doctor 
knows  about  other  medications  you  may 
be  taking  in  order  to  avoid  any  possible 
serious  drug  interactions.  Please  see 
important  information  on  the  next  page. 


PRAVACHOL® 

Pravastatin  Sodium  Tablets 

CONTRAINDICATIONS:  Hypersensitivity  to  any  component  ot  tins  medication  Active  liver  disease  or  unexplained,  persistent 
elevations  in  liver  function  tests  (see  WARNINGS)  Pregnancy  and  lactation.  Atherosclerosis  is  a  chronic  process  and 
discontinuation  of  lipid-lowenng  drugs  during  pregnancy  should  have  little  impact  on  the  outcome  of  long-term  therapy  of 
primary  hypercholesterolemia  Cholesterol  and  other  products  of  cholesterol  biosynthesis  are  essential  components  for  fetal 
development  (including  synthesis  of  steroids  and  cell  membranes)  Since  HMG-CoA  reductase  inhibitors  decrease  cholesterol 
synthesis  and  possibly  the  synthesis  of  other  biologically  active  substances  derived  from  cholesterol,  they  may  cause  fetal  harm 
when  administered  to  pregnant  women  Therefore,  HMG-CoA  reductase  inhibitors  are  contraindicaled  during  pregnancy  and  in 
nursing  mothers  Pravastatin  should  be  administered  to  women  of  childbearing  age  only  when  such  patients  are  highly 
unlikely  to  conceive  and  have  been  informed  of  the  potential  hazards.  If  the  patient  becomes  pregnant  while  taking  this 
class  of  drug,  therapy  should  be  discontinued  and  the  patient  apprised  of  the  potential  hazard  to  the  fetus. 
WARNINGS:  Liver  Enzymes:  HMG-CoA  reductase  inhibitors,  like  some  other  lipid-lowenng  therapies,  have  been  associated 
with  biochemical  abnormalities  of  liver  function.  Increases  of  serum  transaminase  (ALT,  AST)  values  to  more  than  3  times  the 
upper  limit  of  normal  occurring  on  2  or  more  (not  necessarily  sequential)  occasions  have  been  reported  in  13%  of  patients 
treated  with  pravastatin  in  the  US  over  an  average  period  of  18  months.  These  abnormalities  were  not  associated  with 
cholestasis  and  did  not  appear  to  be  related  to  treatment  duration.  In  those  patients  in  whom  these  abnormalities  were  believed 
to  be  related  to  pravastatin  and  who  were  discontinued  from  therapy,  the  transaminase  levels  usually  fell  slowly  to  pretreatment 
levels.  These  biochemical  findings  are  usually  asymptomatic  although  worldwide  experience  indicates  that  anorexia,  weakness, 
and/or  abdominal  pain  may  also  be  present  in  rare  patients  In  the  largest  long-term  placebo-controlled  clinical  trial  with 
pravastatin  (Pravastatin  Primary  Prevention  Study;  See  Clinical  Pharmacology),  the  overall  incidence  of  AST  and/or  ALT 
elevations  to  g:  eater  than  three  times  the  upper  limit  of  normal  was  1  05%  in  the  pravastatin  group  as  compared  to  0.75%  in 
the  placebo  group  One  (0.03%)  pravas:.atm-treated  patient  and  2  (0.06%)  placebo-treated  patients  were  discontinued  because 
of  transaminase  elevations.  Ot  the  patients  with  normal  liver  function  at  week  12,  three  of  2875  treated  with  pravastatin 
(0.10%)  and  one  of  the  2919  placebo  patients  (0  03%)  had  elevations  of  AST  greater  than  three  times  the  upper  limit  of  normal 
on  two  consecutive  measurements  and/or  discontinued  due  to  elevations  in  transaminase  levels  during  the  4  8  years  (median 
treatment)  of  the  study  It  is  recommended  that  liver  function  tests  be  performed  prior  to  and  at  12  weeks  following 
initiation  of  therapy  or  the  elevation  of  dose.  Patients  who  develop  increased  transaminase  levels  or  signs  and  symptoms 
of  liver  disease  should  be  monitored  with  a  second  liver  function  evaluation  to  confirm  the  finding  and  be  followed  thereafter 
with  frequent  liver  function  tests  until  the  abnormality(ies)  return  to  normal  Should  an  increase  in  AST  or  ALT  of  three  times  the 
upper  limit  of  normal  or  greater  persist,  withdrawal  of  pravastatin  therapy  is  recommended.  Active  liver  disease  or  unexplained 
transaminase  elevations  are  contraindications  to  the  use  of  pravastatin  (see  CONTRAINDICATIONS)  Caution  should  be 
exercised  when  pravastatin  is  administered  to  patients  with  a  history  of  liver  disease  or  heavy  alcohol  ingestion  (see  CLINICAL 
PHARMACOLOGY:  Pharmacokinetics/Metabolism)  Such  patients  should  be  closely  monitored,  started  at  the  lower  end  of 
the  recommended  dosing  range,  and  titrated  to  the  desired  therapeutic  effect.  Skeletal  Muscle:  Rare  cases  of 
rhabdomyolysis  with  acute  renal  failure  secondary  to  myoglobinuria  have  been  reported  with  pravastatin  and  other 
drugs  in  this  class.  Uncomplicated  myalgia  has  also  been  reported  in  pravastatin-treated  patients  (see  ADVERSE 
REACTIONS)  Myopathy,  defined  as  muscle  aching  or  muscle  weakness  in  conjunction  with  Increases  in  creatine 
phosphokinase  (CPK)  values  to  greater  than  10  times  the  upper  normal  limit,  was  rare  (<  0  1%)  in  pravastatin  clinical  trials. 
Myopathy  should  be  considered  in  any  patient  with  diffuse  myalgias,  muscle  tenderness  or  weakness,  and/or  marked  elevation 
of  CPK.  Patients  should  be  advised  to  report  promptly  unexplained  muscle  pain,  tenderness  or  weakness,  particularly  if 
accompanied  by  malaise  or  fever  Pravastatin  therapy  should  be  discontinued  if  markedly  elevated  CPK  levels  occur  or 
myopathy  is  diagnosed  or  suspected.  Pravastatin  therapy  should  also  be  temporarily  withheld  in  any  patient 
experiencing  an  acute  or  serious  condition  predisposing  to  the  development  of  renal  failure  secondary  to 
rhabdomyolysis,  e.g.,  sepsis;  hypotension;  major  surgery;  trauma;  severe  metabolic,  endocrine,  or  electrolyte 
disorders;  or  uncontrolled  epilepsy.  The  risk  of  myopathy  during  treatment  with  another  HMG-CoA  reductase  inhibitor  is 
increased  with  concurrent  therapy  with  either  erythromycin,  cyclospohne,  niacin,  or  fibrates.  However,  neither  myopathy  nor 
significant  increases  in  CPK  levels  have  been  observed  in  three  reports  involving  a  total  ot  100  post-transplant  patients  (24 
renal  and  76  cardiac)  treated  for  up  to  two  years  concurrently  with  pravastatin  10-40  mg  and  cyclosporine.  Some  of  these 
patients  also  received  other  concomitant  immunosuppressive  therapies  In  one  single-dose  study,  pravastatin  levels  were  found 
to  be  increased  in  cardiac  transplant  patients  receiving  cyclosporine  Further,  in  clinical  trials  involving  small  numbers  of 
patients  who  were  treated  concurrently  with  pravastatin  and  niacin,  there  were  no  reports  of  myopathy  Also,  myopathy  was  not 
reported  in  a  trial  of  combination  pravastatin  (40  mg/day)  and  gemfibrozil  (1200  mg/day).  although  4  of  75  patients  on  the 
combination  showed  marked  CPK  elevations  versus  one  of  73  patients  receiving  placebo.  There  was  a  trend  toward  more 
frequent  CPK  elevations  and  patient  withdrawals  due  to  musculoskeletal  symptoms  in  the  group  receiving  combined  treatment 
as  compared  with  the  groups  receiving  placebo,  gemfibrozil,  or  pravastatin  monotherapy  (see  PRECAUTIONS:  Drug 
Interactions)  The  use  of  fibrates  alone  may  occasionally  be  associated  with  myopathy.  The  combined  use  of 
pravastatin  and  fibrates  should  be  avoided  unless  the  benefit  of  further  alterations  in  lipid  levels  is  likely  to  outweigh 
the  increased  risk  of  this  drug  combination. 

PRECAUTIONS:  General:  Pravastatin  may  elevate  creatinine  phosphokinase  and  transaminase  levels  (see  ADVERSE 
REACTIONS)  This  should  be  considered  in  the  differential  diagnosis  of  chest  pain  in  a  patient  on  therapy  with  pravastatin. 
Homozygous  Familial  Hypercholesterolemia.  Pravastatin  has  not  been  evaluated  in  patients  with  rare  homozygous  familial 
hypercholesterolemia  In  this  group  of  patients,  It  has  been  reported  that  HMG-CoA  reductase  inhibitors  are  less  effective 
because  the  patients  lack  functional  LDL  teceptors  Renal  Insufficiency  A  single  20  mg  oral  dose  of  pravastatin  was 
administered  to  24  patients  with  varying  degrees  of  renal  impairment  (as  determined  by  creatinine  clearance)  No  effect  was 
observed  on  the  pharmacokinetics  of  pravastatin  or  its  3a-hydroxy  isomeric  metabolite  (SO  31 ,906).  A  small  increase  was  seen 
in  mean  AUC  values  and  half-life  {VA)  for  the  inactive  enzymatic  ring  hydroxylation  metabolite  (SO.  31 ,945).  Given  this  small 
sample  size,  the  dosage  administered,  and  the  degree  of  individual  variability,  patients  with  renal  impairment  who  are  receiving 
pravastatin  should  be  closely  monitored  Information  for  Patients:  Patients  should  be  advised  to  report  promptly  unexplained 
muscle  pain,  tenderness  or  weakness,  particularly  if  accompanied  by  malaise  or  fever  Drug  Interactions:  Immunosuppressive 
Drugs.  Gemfibrozil,  Niacin  (Nicotinic  Acid).  Erythromycin:  See  WARNINGS:  Skeletal  Muscle  Antipynne:  Since  concomitant 
administration  of  pravastatin  had  no  effect  on  the  clearance  of  antipynne,  interactions  with  other  drugs  metabolized  via  the 
same  hepatic  cytochrome  isozymes  are  not  expected.  Cholestyramine/Colestipol:  Concomitant  administration  resulted  in  an 
approximately  40  to  50%  decrease  in  the  mean  AUC  of  pravastatin  However,  when  pravastatin  was  administered  1  hour  before 
or  4  hours  after  cholestyramine  or  1  hour  before  colestipol  end  a  standard  meal,  there  was  no  clinically  significant  decrease  in 
bioavailability  or  therapeutic  effect.  (See  DOSAGE  AND  ADMINISTRATION:  Concomitant  Therapy  )  Warfarin:  In  a  study 
involving  1 0  healthy  male  subjects  given  pravastatin  and  warfarin  concomitantly  tor  6  days,  bioavailability  parameters  at  steady 
state  for  pravastatin  (parent  compound)  were  not  altered  Pravastatin  did  not  alter  the  plasma  protein-binding  of  warfarin- 
Concomitant  dosing  did  increase  the  AUC  and  Cmax  of  warfarin  but  did  not  produce  any  changes  in  its  anticoagulant  action 
(i.e.,  no  increase  was  seen  in  mean  prothrombin  time  after  6  days  of  concomitant  therapy)  However,  bleeding  and  extreme 
prolongation  of  prothrombin  time  has  been  reported  with  another  drug  in  this  class  Patients  receiving  warfarin-type 
anticoagulants  should  have  their  prothrombin  times  closely  monitored  when  pravastatin  is  initiated  or  the  dosage  ot  pravastatin 
is  changed  Cimetidine:  The  AUCo-hi.  for  pravastatin  when  given  with  cimetidine  was  not  significantly  different  from  the  AUC 
for  pravastatin  when  given  alone.  A  significant  difference  was  observed  between  the  AUC's  for  pravastatin  when  given  with 
cimetidine  compared  to  when  administered  with  antacid  Digoxm:  In  a  crossover  trial  involving  1 8  healthy  male  subjects  given 
pravastatin  and  digoxm  concurrently  lor  9  days,  the  bioavailability  parameters  of  digoxm  were  not  affected  The  AUC  of 
pravastatin  tended  to  increase,  but  the  overall  bioavailability  of  pravastatin  plus  its  metabolites  SQ  31 ,906  and  SO  31 ,945  was 
not  altered  Cyclosponne  Some  investigators  have  measured  cyclosporine  levels  in  patients  on  pravastatin,  and  to  date,  these 
results  indicate  no  clinically  meaningful  elevations  in  cyclosporine  levels.  In  one  single-dose  study,  pravastatin  levels  were 
found  to  be  increased  in  cardiac  transplant  patients  receiving  cyclosporine.  Gemfibrozil:  In  a  crossover  study  in  20  healthy  male 
volunteers  given  concomitant  single  doses  of  pravastatin  and  gemfibrozil,  there  was  a  significant  decrease  in  urinary  excretion 
ana  protein  binding  of  pravastatin  In  addition,  there  was  a  significant  increase  in  AUC,  Cmax,  and  Tmax  for  the  pravastatin 
metabolite  SO  31 ,906.  Combination  therapy  with  pravastatin  and  gemfibrozil  is  generally  not  recommended  In  interaction 
studies  with  aspirin,  antacids  (1  hour  prior  to  PRAVACHOL),  cimetidine.  nicotinic  acid,  or  probucol.  no  statistically  significant 
differences  in  bioavailability  were  seen  when  PRAVACHOL  (pravastatin  sodium)  was  administered  Other  Drugs  During  clinical 
tnals,  no  noticeable  drug  interactions  were  reported  when  PRAVACHOL  was  added  to:  diuretics,  antihypertensives,  digitalis,  ACE 
inhibitors,  calcium  channel  blockers,  beta-blockers,  or  nitroglycerin  Endocrine  Function:  HMG-CoA  reductase  inhibitors 
interfere  with  cholesterol  synthesis  and  lower  circulating  cholesterol  levels  and,  as  such,  might  theoretically  blunt  adrenal  or 
gonadal  steroid  hormone  production.  Results  of  clin.ol  trials  with  pravastatin  in  males  and  post-menopausal  females  were 
inconsistent  with  regard  to  possible  effects  of  the  drug  on  basal  steroid  hormone  levels.  In  a  study  of  21  males,  the  mean 
testosterone  response  to  human  chorionic  gonadotropin  was  significantly  reduced  (p<  0.004)  after  1 6  weeks  of  treatment  with 
40  mg  of  pravastatin  However,  the  percentage  of  patients  showing  a  >  50%  rise  in  plasma  testosterone  after  human  chorionic 
gonadotropin  stimulation  did  not  change  significantly  after  therapy  in  these  patients.  The  effects  of  HMG-CoA  reductase 
inhibitors  on  spermatogenesis  and  fertility  have  not  been  studied  in  adequate  numbers  of  patients.  The  effects,  if  any,  of 
pravastatin  on  the  pituitary-gonadal  axis  in  pre-menopausal  females  are  unknown.  Patients  treated  with  pravastatin  who 
display  clinical  evidence  of  endocrine  dysfunction  should  be  evaluated  appropriately.  Caution  should  also  be  exercised  if  an 
HMG-CoA  reductase  inhibitor  or  other  agent  used  to  lower  cholesterol  levels  is  administered  to  patients  also  receiving  other 
drugs  (e.g.,  ketoconazole,  spironolactone,  cimetidine)  that  may  dimmish  the  levels  or  activity  of  steroid  hormones  CNS  Toxicity: 
CNS  vascular  lesions,  characterized  by  perivascular  hemorrhage-  and  edema  and  mononuclear  cell  infiltration  of  perivascular 
spaces,  were  seen  in  dogs  treated  with  pravastatin  at  a  dose  of  25  mg/kg/day,  a  dose  that  produced  a  plasma  drug  level  about 
50  bmes  higher  than  the  mean  drug  level  in  humans  taking  40  mg'day.  Similar  CNS  vascular  lesions  have  been  observed  with 
several  other  drugs  in  this  class.  A  chemically  similar  drug  in  this  class  produced  optic  nerve  degeneration  (Wallerian 
degeneration  of  retinogeniculate  fibers)  in  clinically  normal  dogs  in  a  dose-dependent  fashion  starting  at  60  mg/kg/day.  a  dose 
that  produced  mean  plasma  drug  levels  about  30  times  higher  than  the  mean  drug  level  in  humans  taking  the  highest 
recommended  dose  (as  measured  by  total  enzyme  inhibitory  activity).  This  same  drug  also  produced  vestibulocochlear 
rVallerian-Uke  degeneration  and  retinal  ganglion  cell  chromatolysis  in  dogs  treated  for  14  weeks  at  180  mg/kg/day.  a  dose 
i  ■ '  lied  in  a  mean  plasma  drug  level  similar  to  that  seen  with  the  60  mg/kg/day  dose  Carcinogenesis,  Mutagenesis, 


Impairment  of  Fertility:  In  a  2-year  study  in  rats  fed  pravastatin  at  doses  ot  1 0,  30,  or  1 00  mg/kg  body  weight,  there  was  an 
increased  Incidence  of  hepatocellular  carcinomas  in  males  at  the  highest  dose  (p  <  0  01)  Although  rats  were  given  up  to  1 25 
times  the  human  dose  (HD)  on  a  mg/kg  body  weight  basis,  serum  drug  levels  were  only  6  to  10  times  higher  than  those 
measured  in  humans  given  40  mg  pravastatin  as  measured  by  AUC  The  oral  administration  of  1 0, 30,  or  1 00  mg/kg  Iproducing 
plasma  drug  levels  approximately  0  5  to  5.0  times  the  human  drug  levels  at  40  mg)  of  pravastatin  to  mice  for  22  months 
resulted  in  a  statistically  significant  increase  in  the  incidence  of  malignant  lymphomas  in  treated  females  when  all  treatment 
groups  were  pooled  and  compared  to  controls  (p  <  0  05).  The  incidence  was  not  dose-related  and  male  mice  were  not  affected 
A  chemically  similar  drug  in  this  class  was  administered  to  mice  for  72  weeks  at  25, 100,  and  400  mg/kg  body  weight,  which 
resulted  in  mean  serum  drug  levels  approximately  3, 1 5,  and  33  times  higher  than  the  mean  human  serum  drug  concentration 
(as  total  inhibitory  activity)  after  a  40  mg  oral  dose.  Liver  carcinomas  were  significantly  increased  in  high-dose  females  and 
mid-  and  high-dose  males,  with  a  maximum  incidence  of  90  percent  in  males.  The  incidence  of  adenomas  of  the  liver  was 
significantly  increased  in  mid-  and  high-dose  females  Drug  treatment  also  significantly  incieased  the  incidence  of  lung 
adenomas  in  mid-  and  high-dose  males  and  females  Adenomas  ot  the  eye  Hardenan  gland  (a  gland  of  the  eye  of  rodents)  were 
significantly  higher  in  high-dose  mice  than  in  controls.  No  evidence  of  mutagenicity  was  observed  in  vitro,  with  or  without  rat- 
liver  metabolic  activation,  in  the  following  studies:  microbial  mutagen  tests,  using  mutant  strains  of  Salmonella  typhimunum  or 
Escherichia  coir,  a  forward  mutation  assay  in  L51 78Y  TK  +/-  mouse  lymphoma  cells;  a  chromosomal  aberration  test  in  hamster 
cells;  and  a  gene  conversion  assay  using  Saccharomyces  cerevisiae  In  addition,  there  was  no  evidence  of  mutagenicity  in 
either  a  dominant  lethal  test  in  mice  or  a  micronucleus  test  in  mice.  In  a  study  in  rats,  with  daily  doses  up  to  500  mg/kg, 
pravastatin  did  not  produce  any  adverse  effects  on  fertility  or  general  reproductive  performance  However,  in  a  study  with 
another  HMG-CoA  reductase  inhibitor,  there  was  decreased  fertility  in  male  rats  treated  tor  34  weeks  at  25  mg/kg  body  weight, 
although  this  effect  was  not  observed  in  a  subsequent  fertility  study  when  this  same  dose  was  administered  tor  1 1  weeks  (the 
entire  cycle  of  spermatogenesis,  including  epididymal  maturation)  In  rats  treated  with  this  same  reductase  inhibitor  at  180 
mg/kg/day,  seminiferous  tubule  degeneration  (necrosis  and  loss  of  spermatogenic  epithelium)  was  observed.  Although  not  seen 
with  pravastatin,  two  similar  drugs  in  this  class  caused  drug-related  testicular  atrophy,  decreased  spermatogenesis, 
spermatocyte  degeneration,  and  giant  cell  formation  in  dogs  The  clinical  significance  of  these  findings  is  unclear  Pregnancy: 
Pregnancy  Category  X.  See  CONTRAINDICATIONS  Safety  in  pregnant  women  has  not  been  established.  Pravastatin  was  not 
teratogenic  in  rats  at  doses  up  to  1 000  mg/kg  daily  or  in  rabbits  at  doses  of  up  to  50  mg/kg  daily  These  doses  resulted  in  20x 
(rabbit)  or  240x  (rat)  the  human  exposure  based  on  surface  area  (mg/meter').  However,  in  studies  with  another  HMG-CoA 
reductase  inhibitor,  skeletal  malformations  were  observed  in  rats  and  mice  There  has  been  one  report  of  severe  congenital 
bony  deformity,  tracheo-esophageal  fistula,  and  anal  atresia  (Vater  association)  in  a  baby  born  to  a  woman  who  took  another 
HMG-CoA  reductase  inhibitor  with  dextroamphetamine  sulfate  during  the  first  trimester  ot  pregnancy,  PRAVACHOL  (pravastatin 
sodium)  should  be  administered  to  women  of  child-bearing  potential  only  when  such  patients  are  highly  unlikely  to  conceive 
and  have  been  informed  of  the  potential  hazards.  If  the  woman  becomes  pregnant  while  taking  PRAVACHOL  (pravastatin 
sodium),  it  should  be  discontinued  and  the  patient  advised  again  as  to  the  potential  hazards  to  the  tetus.  Nursing  Mothers:  A 
small  amount  of  pravastatin  is  excreted  in  human  breast  milk  Because  of  the  potential  for  serious  adverse  reactions  in  nursing 
infants,  women  taking  PRAVACHOL  should  not  nurse  (see  CONTRAINDICATIONS)  Pediatric  Use:  Safety  and  effectiveness  in 
individuals  less  than  18  years  old  have  not  been  established  Hence,  treatment  in  patients  less  than  18  years  old  is  not 
recommended  at  this  time. 

ADVERSE  REACTIONS:  Pravastatin  is  generally  well  tolerated;  adverse  reactions  have  usually  been  mild  and  transient.  In  4- 
month  long  placebo-controlled  trials.  1  7%  of  pravastatin-treated  patients  and  1 .2%  ot  placebo-treated  patients  were 
discontinued  from  treatment  because  of  adverse  experiences  attributed  to  study  drug  therapy,  this  difference  was  not 
statistically  significant.  In  long-term  studies,  the  most  common  reasons  for  discontinuation  were  asymptomatic  serum 
transaminase  increases  and  mild,  non-specific  gastrointestinal  complaints  During  clinical  trials  the  overall  incidence  of  adverse 
events  in  the  elderly  was  not  different  from  the  incidence  observed  in  younger  patients  Adverse  Clinical  Events:  All  adverse 
clinical  events  (regardless  of  attribution)  reported  in  more  than  2%  of  pravastatin-treated  patients  in  the  placebo-controlled 
trials  are  identified  in  the  table  below;  also  shown  are  the  percentages  of  patients  in  whom  these  medical  events  were  believed 
to  be  related  or  possibly  related  to  the  drug: 


All  Events 

Events  Attributed 

to  Study  Drug 

Body  System/Event 

Pravastatin 

Placebo 

Pravastatin 

Placebo 

(N  =  900) 

(N  =  411) 

(N  =  900) 

(N  =  411) 

% 

% 

% 

% 

Cardiovascular 

Cardiac  Chest  Pain 

4.0 

34 

0  1 

0.0 

Dermatologic  Rash 

4.0* 

1.1 

1.3 

0.9 

Gastrointestinal 

Nausea/Vomiting 

7.3 

7.1 

2.9 

3.4 

Diarrhea 

6.2 

5.6 

2.0 

1.9 

Abdominal  Pain 

5.4 

6.9 

2.0 

3.9 

Constipation 

4.0 

7.1 

2:4 

5.1 

Flatulence 

3.3 

3.6 

2,7 

3,4 

Heartburn 

2.9 

1.9 

2.0 

0,7 

General 

Fatigue 

38 

3.4 

1.9 

1.0 

Chest  Pain 

3.7 

1.9 

0,3 

0.2 

Influenza 

2.4" 

0.7 

0.0 

0.0 

Musculoskeletal 

Localized  Pain 

10.0 

9.0 

1  4 

1.5 

Myalgia 

2.7 

10 

0.6 

0.0 

Nervous  System 

Headache 

6.2 

3.9 

1  7* 

0.2 

Dizziness 

3.3 

3.2 

1.0 

0.5 

Renal/Genitourinary 

Urinary  Abnormality 

2.4 

2.9 

0,7 

1.2 

Respiratory 

Common  Cold 

7.0 

6.3 

0.0 

0.0 

Rhinitis 
Cough 


4.0 
2.6 


4.1 

1.7 


0.0 
0.0 


'Statistically  significantly  different  from  placebo. 

In  the  Pravastatin  Primary  Prevention  Study  (West  of  Scotland  Coronary  Prevention  Study)  (see  CLINICAL  PHARMACOLOGY: 
Clinical  Studies)  involving  6595  patients  treated  with  PRAVACHOL  (pravastatin  sodium)  (N  =  3302)  or  placebo  (n  =  3293)  the 
adverse  event  profile  in  the  pravastatin  group  was  comparable  to  that  of  the  placebo  group  over  the  median  4.8  years  of  the 
study.  The  following  effects  have  been  reported  with  drugs  in  this  class;  not  all  the  effects  listed  below  have  necessarily  been 
associated  with  pravastatin  therapy:  Skeletal:  myopathy,  rhabdomyolysis,  arthralgia.  Neurological:  dysfunction  of  certain  cranial 
nerves  (including  alteration  of  taste,  impairment  of  extra-ocular  movement,  facial  paresis),  tremor,  vertigo,  memory  loss, 
paresthesia,  peripheral  neuropathy,  peripheral  nerve  palsy,  anxiety,  insomnia,  depression.  Hypersensitivity  Reactions:  An 
apparent  hypersensitivity  syndrome  has  been  reported  rarely  which  has  included  one  or  more  of  the  following  features: 
anaphylaxis,  angioedema,  lupus  erythematous -I ike  syndrome,  polymyalgia  rheumatica,  dermatomyositis,  vasculitis,  purpura, 
thrombocytopenia,  leukopenia,  hemolytic  anemia,  positive  ANA,  ESR  increase,  eosinophilia,  arthritis,  arthralgia,  urticaria, 
asthenia,  photosensitivity,  fever,  chills,  flushing,  malaise,  dyspnea,  toxic  epidermal  necrolysis,  erythema  multiforme,  including 
Stevens-Johnson  syndrome.  Gastrointestinal  pancreatitis,  hepatitis,  including  chronic  active  hepatitis,  cholestatic  jaundice, 
fatty  change  in  liver,  and,  rarely,  cirrhosis,  fulminant  hepatic  necrosis,  and  hepatoma;  anorexia,  vomiting.  Skin:  alopecia, 
pruritus.  A  variety  of  skin  changes  (e  g  ,  nodules,  discoloration,  dryness  of  skin/mucous  membranes,  changes  to  hair/nails)  have 
been  reported.  Reproductive:  gynecomastia,  loss  of  libido,  erectile  dysfunction.  Eye:  progression  of  cataracts  (lens  opacities), 
ophthalmoplegia.  Laboratory  Abnormalities,  elevated  transaminases,  alkaline  phosphatase,  and  bilirubin;  thyroid  function 
abnormalities  Laboratory  Test  Abnormalities:  Increases  in  serum  transaminase  (ALT,  AST)  values  and  CPK  have  been 
observed  (see  WARNINGS)  Transient,  asymptomatic  eosinophilia  has  been  reported.  Eosinophil  counts  usually  returned  to 
normal  despite  continued  therapy.  Anemia,  thrombocytopenia,  and  leukopenia  have  been  reported  with  HMG-CoA  reductase 
inhibitors.  Concomitant  Therapy:  Pravastatin  has  been  administered  concurrently  with  cholestyramine,  colestipol,  nicotinic 
acid,  probucol  and  gemfibrozil.  Preliminary  data  suggest  that  the  addition  of  either  probucol  or  gemfibrozil  to  therapy  with 
lovastatin  or  pravastatin  is  not  associated  with  greater  reduction  in  LDL-cholesterol  than  that  achieved  with  lovastatin  or 
pravastatin  alone,  No  adverse  reactions  unique  to  the  combination  or  in  addition  to  those  previously  reported  for  each  drug 
alone  have  been  reported  Myopathy  and  rhabdomyolysis  (with  or  without  acute  renal  failure)  have  been  reported  when  another 
HMG-CoA  reductase  inhibitor  was  used  in  combination  with  immunosuppressive  drugs,  gemfibrozil,  erythromycin,  or  lipid- 
lowenng  doses  of  nicotinic  acid.  Concomitant  therapy  with  HMG-CoA  reductase  inhibitors  and  these  agents  is  generally  not 
recommended.  (See  WARNINGS:  Skeletal  Muscle  and  PRECAUTIONS:  Drug  Interactions ) 

OVERDOSAGE:  To  date,  there  are  two  reported  cases  of  overdosage  with  pravastatin,  both  of  which  were  asymptomatic  and 
not  associated  with  clinical  laboratory  abnormalities.  If  an  overdose  occurs,  it  should  be  treated  symptomatica! I y  and  supportive 
measures  should  be  instituted  as  required. 

CAUTION:  Federal  (USA)  law  prohibits  dispensing  without  prescription. 
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Commentary 


on  events  at  home  and  abroad 

By  Caspar  W.  Weinberger,  Chairman  % 


THE  BOOKS  OF  SUMMER  V 


Maine  in  summer  is  a  good  place  to  read.  There  is  little 
to  break  the  flow  of  the  narrative,  save  for  an  occasional 
glance  out  to  sea  to  ensure  that  the  tides  are  still  per- 
forming their  millennial  tasks.  And  if  the  weather  permits 
an  outdoor  post,  as  it  did  this  splendid  summer,  one  can 
preserve  the  illusion  of  doing  something  healthy  while 
sitting.  This  year  I  concentrated,  with  one  delightful 
exception,  on  biographies  and  autobiographies.  History 
has  ever  been  a  favorite  subject,  and  I  feel  the  best  way 
to  study  it  is  through  the  lives  of  great  men.  Not  all  the 
men  I  read  about  were  great,  but  their  stories  are. 

Read  simultaneously,  The  Life  of  Nelson  A.  Rocke- 
feller: Worlds  to  Conquer,  1908-1958  (by  Cary 
Reich,  Doubleday,  $35)  and  Whittaker  Chambers  (by 
Sam  Tanenhaus,  Random  House,  $35)  present  vivid  con- 
trasts between  two  very  different 
Americans.  These  books  span  many 
years  of  America's  greatest  growth, 
two  World  Wars  and  the 
long  struggle  against  Fas- 
cism and  Communism, 
with  which  Rockefeller 
and  Chambers  were  inti- 
mately involved.  Rocke- 
feller, virtually  single-hand- 
edly, saved  some  Latin 
American  countries  from 
close  association  with  Hitler's 

Germany.  Chambers,  after  participating  wholeheartedly 
in  the  Communist  infiltration  of  FDR's  administration, 
saw  the  light  and  led  many  Americans  away  from  their 
fascination  with  and  attachment  to  Soviet  Communism. 

The  Chambers  biography  ends  with  his  death,  while  the 
book  on  Rockefeller  ends  with  his  election  to  his  first  term 
as  governor  of  New  York.  Both  books  are  splendidly  re- 
searched and  written.  The  narratives  move  briskly  and  com- 
pellingly,  with  the  drama  of  these  two  lives  fully  realized. 

Reich  captures  the  enthusiasm,  transcendent  optimism 
and  hyperexcitement  that  characterized  everything 
Nelson  Rockefeller  did,  detailing  his  many  accomplish- 
ments and  highlighting  the  brilliance  and  boldness  he 
exhibited  in  all  the  roles  he  played  before  becoming  gov- 
ernor. When  Rockefeller  was  asked  what  he  would  have 
done  if  he  had  been  born  without  a  fortune,  he  answered, 


"Why,  I  would  have  made  one."  That  was  no  idle  boast; 
Nelson  Rockefeller  achieved  almost  everything  he  wanted. 

Tanenhaus  portrays  Whittaker  Chambers — that  strange, 
gifted  and  tortured  writer,  who  told  the  truth  after  years 
of  lies  and  service  to  the  evils  of  Communism — as  a  clear- 
ly tragic  figure,  determined  in  the  end  to  bring  America 
and  the  world  face  to  face  with  the  harsh,  brutal  realities 
of  Communism.  Chambers  was  not  a  Joe  McCarthy 
(whom  he  detested),  but  a  genuine  fighter  for  truth. 

Gladstone — by  Roy  Jenkins  (Random  House,  $35) — 
is  superb.  It  is  long  and  magisterial,  filled  with  wit  and 
wisdom  and  is  one  of  the  best  biographies  of  this  or  any 
other  season.  It  is  a  great  story  of  an  astonishing  man.  "I 
have  no  doubt  that  he  was  the  most  remarkable  specimen 
of  humanity  of  all  the  fifty  who,  from  Walpole  to  Major, 
have  so  far  held  the  office  of 
British  Prime  Minister."  William 
Gladstone  was  Prime  Minister 
four  times,  served  63  years  in 
the  House  of  Commons, 
was  an  eminent  classical 
scholar,  reading  more 
than  20,000  books,  and 
was  a  deeply  religious  and 
thoroughly  complex  person. 
Gladstone  was  the  quintes- 
sential English  statesman,  as 
Rockefeller  was  the  American. 
Crazy  Rhythm — by  Leonard  Garment  (Times  Books, 
$27.50) — is  the  thoroughly  fascinating  autobiography  of  a 
Brooklyn  jazz  fancier  whose  life  has  taken  him  from  a  posi- 
tion with  a  Wall  Street  law  firm  to  friendship  with,  and  high 
of  fice  under,  Richard  Nixon,  to  a  career  as  a  brilliant  author. 
Leonard  Garment  is  perceptive  and  wonderfully  funny  He 
has  written  the  best,  most  plausible  and  accurate  story  of 
Richard  NLxon  and  the  fatalities  of  Watergate  yet  to  appear. 

Not  a  biography,  but  a  delight  is  Wry  Martinis — by  my 
Forbes  colleague  Christopher  Buckley  (Random  House, 
$22).  All  of  Chris'  writing  is  hilarious,  and  this  collection 
of  magazine  articles,  reviews  and  original  essays  is  the  best 
of  his  six  books.  He  is  a  keen  observer  and  chronicler  of 
the  follies  and  foibles  of  America  on  the  eve  of  the  next 
century,  letting  us  see  all  the  fun  this  is.  Happily  for  us, 
Chris  Buckley  is  so  young  and  so  good.  H 
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The  trouble  with  going  places  in  business  is  that  you're  expected  to  be  in  those  places  at  precisely  the  same 
time.  That's  where  we  can  help.  Working  with  you,  we  can  design  full  or  partial  outsourcing  solutions 
that  can  improve  your  business  performance  and  take  a  great  deal  off  your  shoulders, 
so  you  can  concentrate  on  the  more  important  aspects  of  your  world. 


M  P  R  0  V  E I  f  O  U  R 


NE  S'SlPERFORMANCE 


Call  1-800  ARTHUR  1   C 1997  Arrhur  Andersen.  All  Rights  Reserved. 
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Joe  cashes  in 


BY  KATRINA  BURGER 


<fDo  you  know 
where  I  can 
get  Joe  para- 
phernalia?" 
reads  a  desper- 
ate posting  on 
the  Save  Joe 
Camel  Web 
site. 


I  prize  a  silver- 
plated  charm 
bracelet  with  minia- 
ture dangling  Joe 
Camels.  A  college 
friend  smoked  50 
packs  of  Camels  for 
the  Camel  Cash 
coupons  to  obtain 
it.  Another  buddy 
hoarded  $200  in 
Camel  Cash  to  buy 
a  Joe  shower  cur- 
tain. It  was  kind  of 
a  passion  with  us. 

Guess  what? 
Now  that  the  trial 
lawyers  and  the 
health  police  have 
killed  old  Joe, 
demand  for 

Smokin'  Joe  coffee  mugs  and  beach  towels  and 
poolsticks  is  reaching  frenzied  proportions. 
Dan  Mickle,  a  nonsmoking  Web  site  designer, 
set  up  a  Save  Joe  Camel  site  in  May.  "Do  you 
know  where  I  can  get  Joe  paraphernalia?"  reads 
a  desperate  July  20  posting  on  the  site.  "Since 
the  'bomb  dropped,'  stores  won't  give  me 
posters,  stickers,  etc." 

Says  rjr  spokesman  Richard  Williams:  "For 
the  past  three  weeks  we  have  had  a  run  on  Joe 


Camel  items;  we're  completely  sold  out." 

Sallie  Natowitz,  a  New  Jersey-based  pro- 
moter of  collectors'  shows,  expects  Joe  Camel 
to  start  showing  up  soon  at  trade  shows.  So 
hang  on  to  your  Joe  collectibles.  Paul  Jenkins, 
a  popular  culture  specialist  at  Christie's,  figures 
it'll  take  20  to  30  years  to  flesh  out  Joe's  real 
value.  I'll  hold  out:  Decades  from  now,  my 
Smokin'  Joe  charm  bracelet  could  be  worth  a 
fortune. 


When  I  knew  Andrew 


BY  SCOn  WOOLLEY 


The  media 
have  said 
Andrew 
Gunanan  was 
a  relatively 
normal 
schoolboy. 
Normal,  huh? 


The  hunt  for  infor- 
mation about  Andrew 
Cunanan  is  on,  and  I 
can  tell  that  the  media 
herd  hasn't  turned  up 
many  of  the  best  stories 
about  Gianni  Versace's 
suspected  killer. 

How  do  I  know?  At 
San  Diego's  Bishop's 
School,  a  high  school 
with  about  100  stu- 
dents per  grade,  I  was 
class  of  '88 — he  was 
'87.  We  weren't  friends, 
but  at  a  small  school 
you  get  to  know  about 
everyone,  and  so  I've 
got  lots  of  Cunanan 
stories. 

Like   the   time  he 


pulled  out  a  gun  in  front  of 
a  schoolmate  and  offhand- 
edly remarked  that  he 
might  someday  shoot 
himself. 

The  media  have  said 
Andrew  was  a  relatively 
normal  schoolboy.  Nor- 
mal, huh?  At  dinner  one 
night  three  years  ago — yes, 
Cunanan  picked  up  the 
tab — he  talked  with  a 
friend  of  mine  about  how 
contracting  a  fatal  disease 
like  aids  would  be  a  good 
opportunity  to  go  around 
and  kill  everyone  you 
didn't  much  like. 

If  I  have  tales  like  these 
to  tell,  imagine  how  much 
else  must  be  out  there. 
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The  flip  side  of  women's  lib 


We  said  we 
wanted  men 
to  be  sensitive, 
to  look  after 
the  kids,  to 
work  fewer 
hours.  We 
were  lying. 


Has  there  ever  been  a  better  Time  to  be  a 
woman?  Want  to  work  70  hours  a  week  and 
compete  with  the  boys  on  Wall  Street?  Or  do 
you  prefer  to  stay  at  home  and  do  a  good  job 
raising  your  children?  As  a  woman  you  can  now 
have  it  either  way. 

But  what  about  men,  now  that  we  women 
have  been  liberated?  In  a  Sept.  28,  1996  cover 
story,  the  Economist  proclaimed  that  men  are 
increasingly  redundant.  "Apart  from  being 
more  violent,  more  prone  to  disease,  more 
likely  to  succumb  to  drugs,  bad  diet  or  sui- 
cide .  .  .  men,  it  seems,  are  also  slightly  more 
stupid  than  women." 

That's  not  half  of  it.  Not  long  ago  we 
women  claimed  we  wanted  men  to  be  sensitive, 
to  look  after  the  kids,  to  work  fewer  hours. 
Now — though  we  won't  admit  it  openly — we 
hate  men  for  not  being  sufficiently  masculine. 
We  want  men  to  be  real  men,  yet  to  forgo  tra- 
ditional manly  pursuits. 

That's  tough.  We  can  flaunt  sex  and  get  away 
with  it;  they  can't.  Women  can  wear  miniskirts 
to  the  office  without  coming  off  as  bimbos, 
while  a  man  who  ogles  can  be  accused  of  sexual 
harassment. 

At  a  party  I  attended  last  weekend,  a  bunch 
of  women  deconstructed  the  physique  of  a 


scantily-clad  man  in  a  Levi's  advertisement. 
Men  aren't  supposed  to  talk  like  that. 

No  wonder  their  sperm  counts  are  said  to  be 
dropping.  -N.M.  ■■ 
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Inflation  has  totaled  1.4% 
(annualized)  so  far  this  year. 
Will  it  stay  down?  Yes,  says 
Richard  Berner,  chief  econo- 
mist at  Mellon  Bank.  "The 
dollar's  strength  limits  U.S. 
companies'  ability  to  raise 
prices,  and  there  is  still  a 
lot  of  excess  giobal  capaci- 
ty, particularly  r  Southeast 
Asia,"  he  says.  V, 
right,  long  Treasures  yield- 
ing 6.5%  are  prett;  :*"-.  >s 
for  long-term  inve 
Berner  expects  eco* 
growth  of  3.5%  (aim . 
in  the  second  half  of  1 
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The  Forbes  Index  is  a  measure  of 
U.S.  economic  activity  composed  of  eight 
equally  weighted  elements:  the  cost  of 
services  relative  to  all  consumer  prices, 
the  level  of  new  orders  for  durable  goods 
compared  with  manufacturers'  inventories, 
total  industrial  production,  new  housing 
starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail 
sales,  total  consumer  installment  credit. 
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If  we  re  all  products  or  our 


environment,  maybe  you  should 


get  a  better  environment. 


The  Mercedes-Benz  S-Class  comes  with  rich  calyptus  or  burl  walnut  trim* 


and  glove-soft  leather.  Dual-pane  side  windows  help  provide  blessed 


silence,  which  the  eleven-speaker 


Bose"  Beta  sound  system  fills  with  music  of  your  choosing.  And  an  auto- 


matic climate  control  system  offers  individual  left  and  right  temperature 


controls.  For  more  information,  call  1-800-FOR-MERCEDES.  The  S-Class. 


Explore  our  Web  site,  http://w 
*S320  shown  with  calyptus  wood  trim. 

SUPPLEMENTAL  RESTRAINT  SYSTEM,  SO  REMEMBER  AIR  BAG  SAFETY:  BUCKLE  EVERYONE  AND 
'-  1997  Mercedes-Benz  of  North  America,  Inc.,  Montvale,  N.).,  Member  of  the  Daimler-Benz  Group, 


toroes 


NUMBERS 


Derivatives  are  a  sensible  way  to  manage  risk. 
They  can  also  be  a  great  way  to  gussy  up  the  books. 


Night  baseball 


By  Scott  Woolky 

Tucked  away  in  one  of  the 
footnotes  to  Sears'  volumi- 
nous financial  statements  is  a 
startling  number:  negative 
$382  million.  That's  the  fair 
market  value  on  the  retail- 
er's derivatives  holdings  at 
the  beginning  of  this  year. 
The  losses  come  mainly  from 
interest-rate  swaps,  which 
apparently  went  against  Sears. 

Under  current  accounting 
rules  derivatives  are  off-bal- 
ance-sheet items,  so  that 
figure  was  relegated  to  a  foot- 
note and  didn't  get  in  the  way 
of  a  banner  year  for  the  compa 
ny — operating  income  up  22%, 
to  $2.1  billion. 

Is  Sears  hiding  something? 

The  unsatisfying  answer: 
It  is  impossible  to  tell.  Sears 
would  not  comment  on  its 
derivatives  strategy  or  its 
accounting  methods. 

Concerned,  both  the 
Securities  &  Exchange 
Commission    and  the 
Financial  Accounting 
Standards  Board  (fasb) 
are    trying    to  help 
investors  see  through  the 
derivatives  haze.  The  SEC 
plans  to  require  fuller  disclo- 
sures starting  in  July.  Potential 
ly  far  more  stringent  are  fasb's 
proposed  rules  that  would  force 
derivatives  out  of  the  footnotes  and 
onto  the  balance  sheets  and  income 
statements. 

It's  unlikely  that  Sears  gambled 
recklessly  with  its  deri  ves  a  la  Bar- 
ings or  even  P&G  in  199  .  But  is  it 
using  derivatives  to  "m>  e"  earn- 
ings? That's  what's  hare  I  tell  by 
current  accounting  practi  .  Quips 
Edward  Kane,  a  Boston  liege 


economist:  "I  compare  the  current 
standards  to  watching  night  baseball 
without  the  lights.  There's  a  game 
going  on  and  the  scoreboard  lights 
up  once  in  a  while,  but  you  have 
little  idea  of  what's  actually  going  on 


down  on  the  field." 
For  example,  Sears'  10-K  explains 
that  gains  or  losses  from  interest-rate 
swaps  are  eventually  used  to  adjust  the 
interest-expense  line  in  the  company's 
income  statement.  But  here's  the  big 
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vithout  lights 


question:  When?  Sears  and  other 
derivatives  users  currently  have  discre- 
tion about  when  to  recognize  the 
gains  and  losses. 

Here's  where  the  managing  can 
come  in:  Say  earnings  are  going  to  be 
a  little  short  this  quarter.  Why  not 
recognize  a  profitable  interest-rate 
swap  or  two?  Stuck  with  a  foreign 
exchange  hedge  that  went  sour?  Just 
stretch  out  the  recognition  of  the 
losses  over  a  few  years. 

Wharton  and  CIBC  Wood  Gundy 
conducted  a  survey  in  which  compa- 
nies did  not  have  to  identify  them- 
selves. A  full  42%  of  respondents  said 
they  use  derivatives  primarily  to 
manage  reported  earnings.  OBC's 
Charles  Smithson,  who  helped  design 
the  survey,  is  concerned  that  some 
firms  focus  on  accounting  appear- 
ances, rather  than  on  managing  real 
cash-flow  risk. 


SEC  Chairman  Arthur  Levitt,  by  no 
means  antibusiness,  is  concerned,  too. 
In  a  May  speech  he  argued  for  higher 
accounting  standards,  including  more 
detailed  derivative  reporting:  "There's 
an  impression  out  there  that  some 
companies  are  unwilling  to  be  as 
forthcoming  as  they  should  be." 

Earnings  management  can  of  course 
affect  stock  prices.  It  can  also  affect 
executive  compensation  tied  to  report- 
ed earnings.  There's  plenty  of  incen- 
tive here  for,  shall  we  say,  flexibility  by 
companies. 

So  last  June  fasb  proposed  that 
derivatives  holdings  be  "marked  to 
market"  and  put  direcdy  into  compa- 
nies' balance  sheets  and  income  state- 
ments. Derivatives  users,  including 
Intel,  Coca-Cola  and  dozens  of  other 
blue-chip  firms,  deluged  FASB  with  let- 
ters objecting  to  the  changes.  The 
companies  argued  that  the  June  FASB 


proposal  will  cause  new  earnings 
volatility.  In  a  very  real  sense  they  are 
right:  A  derivatives  program  that  could 
eventually  produce  a  profit  can,  for  a 
while,  show  a  loss;  flowing  this  loss 
through  to  earnings  could  artificially 
depress  them. 

New  FASB  Chairman  Edmund  Jenk- 
ins, on  the  job  since  this  July,  has 
come  out  squarely  behind  the  pro- 
posed changes.  But  he  has  acceded  to 
many  of  the  complaints.  The  Board's 
proposed  compromise  is  to  require 
firms  to  declare  what  specific  risk  each 
derivative  is  meant  to  hedge.  Then 
derivatives  gains  and  losses  must  be 
recognized  in  the  same  period  that  the 
underlying  risk  is  recognized. 

Say  that  Compaq  plans  to  buy 
chips  from  a  Japanese  company  next 
April.  Compaq  uses  yen  futures  to 
hedge  the  risk  that  a  drop  in  the 
dollar  would  raise  the  cost  of  the 
chips  and  links  those  specific  deriva- 
tives to  the  April  purchase.  If  the 
dollar  does  drop,  Compaq  must  then 
recognize  the  gains  in  fair  market 
value  on  the  balance  sheet  as  they 
occur,  but  would  defer  recognition  in 
earnings  until  the  computers  are  sold. 

The  new  accounting  rules  are  slated 
to  take  effect  beginning  in  1999. 
Coke  and  others,  once  vocal  oppo- 
nents, have  resigned  themselves  to 
working  with  fasb  to  hash  out  the 
final  standards.  M 


What  are 
derivatives, 
and  how  could  you 
lose  $382  million 
with  them.3 


Derivatives  can  be  baf- 
flingly  complex,  but  most 
are  simple.  A  derivative  is 
a  financial  instrument  that 
derives  its  value  (thus  the 
name)  from  an  underlying 
security  or  index. 

Most  derivatives  are 
straightforward  bets.  You 
bet  that  interest  rates  are 


going  up  (or  down).  Like 
a  Super  Bowl  bet,  they 
usually  cost  nothing  to 
enter  into.  (The  people 
who  write  the  contracts — 
banks  or  brokerage 
houses — build  their  profit 
into  the  equation).  The 
loss — or  gain — to  the 
person  who  uses  the 
derivative  comes  later, 
when  the  derivative  is 
wound  up.  Since  deriva- 
tives don't  cost  the  user 
anything  to  begin  with, 
they  need  not  appear  on 
the  balance  sheet. 

Bets  can  go  bad.  Sears 
bet  that  interest  rates 
would  go  up.  They  didn't. 

The  terms  of  Sears' 


derivative  were  a  little 
more  complex  than  the 
average  Super  Bowl  bet. 
Here's  how  the  derivative, 
called  an  interest-rate 
swap,  worked.  Swaps  that 
Sears  had  entered  into 
over  the  years  required  it 
to  pay  a  fixed,  average 
interest  rate  of  8.02%  on 
$996  million  in  1996.  In 
return  it  would  receive  an 
interest  rate  pegged  to  the 
market  rate  of  interest  on 
the  same  $996  million. 

As  interest  rates  have 
generally  fallen  since  the 
time  the  derivatives  were 
initiated,  that  floating  rate 
turned  out  to  be  5.44%. 
Since  it  was  obligated  to 


pay  8.02%  and  only  got 
5.44%,  it  would  appear 
that  Sears  lost  money  on 
the  hedge. 

Of  course,  at  the  same 
time,  the  falling  interest 
rates  meant  Sears  was 
saving  money  on  its  regu- 
lar debt.  What  the  hedge 
did  for  Sears  was  to  pro- 
tect it  if  interest  rates  had 
risen,  rather  than 
dropped. 

But  what  remains  a 
mystery  is  how  much — if 
any — of  Sears'  derivatives 
losses  have  already  been 
recognized  as  interest 
expense,  or  when  the 
remaining  losses  will  be 
recognized.  ■ 


Forbes  ■  August  11,  1997 


43 


Guess  who's  helping  resuscitate  surfing, 
that  most  macho  of  sports? 


Surfer  girls 


By  Ann  Marsh 


More  than  just  bikini  babes 


Worldwide  market  for  women's 
extreme  sports  apparel 


1992 

$250  million 


1997 

$1  billion 


Worldwide  market  for  women's 
surf  apparel 


$25  million      $300  million 


Number  of  companies  with 
women's  surf  apparel  lines 


20 


Of  the  3,000-plus  surf  shops  in 

the  U.S.,  percentage  with  floor  space 

devoted  to  women's  technical  surfwear 


10% 


90% 


Sources:  Industry  estimates;  Tony  Cherbak,  Deloitte  &  Touche. 


Surfing  has  been  a  guy's  sport  since 
Hawaii's  Duke  Kahanamoku  intro- 
duced it  to  the  mainlanders  in  1912. 
But  by  the  early  1990s  the  sport  was 
fading.  California  Generation-Xers 
were  turned  off  by  the  loud  neon  surf- 
wear  popular  at  the  time.  Youth 
clothing  and  music  had  turned  dark 
and  brooding.  Bronzed  bodies  were 
out.  The  pallid  look  was  in.  Young 
people  had  taken  up  snowboarding. 
Quicksilver  Inc.,  the  largest  maker  of 
surf  apparel,  lost  a  third  of  its  volume 
in  the  U.S.  in  1992,  its  sales  dropping 
to  $60  million. 

Suddenly  surfing's  back,  but  with  a 
gender  switch.  At  the  culture's 
apogee  in  the  1960s,  women  were 
landlocked  bikini  babes  or,  at  best, 
Hollywood  "Gidgets"  who  left  the 
heavy  surfing  to  the  guys.  This  time 
it's  the  women  who  are  helping  to 
bring  it  back. 

In  1992  Quicksilver  cofounder 
Robert  McKnight  was  sitting  on  a 
beach  in  Hawaii  with  one  of  his  top 
designers,  wondering  what  to  do. 
"And  this  girl  walked  by  wearing  one 
of  our  boardshorts  [for  men]  pulled 
down  low  over  her  hips,  over  a 
bikini,"  McKnight  recalls.  "It  was 
real.  It  was  sexy.  We  turned  to  each 
other  and  went,  'Ah-ha!'  " 

Quicksilver  introduced  a  line  of 
women's  surf  apparel  called  Roxy. 
The  women's  boardshort  was  an 
instant  success,  selling  briskly  in 
Kansas  as  well  as  in  California.  Of 
Quicksilver's  sales,  20%  now  comes 
from  the  Roxy  division.  That  number 
is  expected  to  climb  to  50%  by  2000. 
In  the  past  year  dozens  of  large  and 
small  players  have  introduced 
women's  surf  apparel  lines.  The  first 
women's  surfing  magazine,  Wahine, 
which  debuted  in  1995,  gives  them  a 
direct  channel  to  surfer  girls. 

No  one  is  quicker  to  capitalize  on 
a  new  trend  than  the  people  who 
write  advertising  copy.  Madison 
Avenue  has  picked  up  on  female  surf- 
ing. Big  corporations  like  Motorola, 
Chevron,  Sun  Microsystems  and 
Casio  recently  began  using  female 
surfers  in  their  promotions. 

There  are  no  firm  statistics,  but  a 
look  around  California  beaches  con- 
firms the  trend.  Lighter  boards,  and 
the  comeback  of  long  boards — easier 
to  stand  on  than  short  ones — helped 


Members  of  the  Water  Girl  Surf  Team 
(left  to  right):  Belen  "Gidget"  Kimble, 
Mary  Bagalso,  Lisa  Carulli  and  Kelly  Sloan 
The  first  surf  shop  for  girls,  Water  Girl 
(right),  opened  last  year  in  California. 

open  the  sport  to  women.  The  new 
market  includes  preteen  girls — and 
older  women  who  want  to  stay  hip 
and  in  shape. 

Of  today's  $2  billion  worldwide 
market  in  surf  apparel  and  gear,  sales 
to  women  surfers  probably  account 
for  $300  million,  but  that's  up  from 
a  negligible  amount  three  years  ago, 
according  to  Tony  Cherbak,  an  ana- 
lyst at  Deloitte  &  Touche. 

The  gender- bending  has  spread  to 
the  pages  of  the  macho  surf  maga- 
zines, Surfing  and  Surfer.  Surfing 
recently  published  a  special  insert  for 
women  called  "Surfing  Girl."  Surfer 
broke  tradition  by  putting  the  three- 
time  women's  world  champion  on 
the  cover  with  the  headline,  "Lisa 
Andersen  surfs  better  than  you." 

A  biologist  and  until  recently  an 
outsider  in  the  surfing  world,  Cali- 
fornian  Ilona  Wood-Rerucha,  37, 
refused  to  listen  when  male  surf  shop 
owners  politely  insisted  there  was  no 


market  in  girls'  surfwear.  She  opened 
the  country's  first  surf  shop  for  girls. 
Many  men's  surf  shops  are  shifting 
up  to  40%  of  their  floor  space  to 
women's  gear,  Cherbak  estimates. 

Michael  Sharp  oversees  the  new 
GirlStar  clothing  line  by  Gotcha,  the 
second-largest  surf  apparel  company  in 


the  U.S.  He  does  market  research  at 
home,  getting  his  17-year-old  daugh- 
ter and  her  friends  to  prowl  through 
Gotcha's  new  designs  and  sniff  out  the 
winners.  "It's  not  like  we  have  a  myth- 
ical girl  we're  trying  to  find,"  he  says. 
"We  live  with  her.  We  know  her 
friends.  It's  for  real."  11 
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■BfflJHHn  Look  out,  AT&T,  AOL,  MCI: 

^^mmmmmm  Qa^0|jc  yejecom  wants  to  eat  some  of  your  lunch. 

Internet  philanthropy 


By  Brigid  McMenarnin 

How's  THIS  FOR  a  potential  market? 
One  billion  people.  James  S.  Mulhol- 
land  Jr.'s  Hillsdale,  N.J. -based  start- 
up, Catholic  Telecom  Inc.,  targets 
Roman  Catholics  worldwide  as  a 
market  for  telecom  services. 

Catholic  Telecom  is  a  reseller.  It 
buys  long  distance  and  Internet  ser- 
vice in  bulk  from  UniDial,  a  smallish 
Louisville,  Ky- based  distributor,  and 
resells  to  small  customers.  Catholic 
Telecom  charges  a  flat  12.9  cents  per 


minute  for  long  distance  (day  or 
night)  and  $19.95  per  month  for 
dial-up  Internet  access.  Its  rates  are 
competitive  with  the  big  boys  like 
AT&T,  Sprint  and  MCI. 

The  appeal  is  not  price  but  charity: 
Catholic  Telecom  promises  that  3 
cents  of  every  dollar  billed  will  go  to 
the  subscriber's  favored  church, 
school,  charity  or  religious  order. 
Subscribers  also  get  free  copies  of 
Cyber  Patrol  or  Net  Shepherd,  soft- 


ware for  screening  out  vulgar  and 
obscene  sites. 

Catholic  Telecom's  three-person 
board  includes  Archbishop  Renato 
Martino,  64,  Pope  John  Paul  IPs 
ambassador  to  the  United  Nations. 
That's  a  key  selling  point  with  the 
parish  priests  and  nuns  Mulholland 
hopes  will  steer  the  faithful  his  way. 

The  1 1  -hospice  East  Coast  wing  of 
the  Sisters  of  the  Poor  recently 
switched    to    Catholic  Telecom 


James  Mulholland 
of  Catholic  Telecom, 
with  part  of  the  flock 
he  tends  on  his 
estate  in  New 
Jersey;  below, 
with  the  Pope 
and  Archbishop 
Martino 
Hoping  to 
convince 
Catholics  to 
buy  his  Internet 
services  by 
giving  three  cents 
of  every  dollar 
to  nonprofits 
and  the  church. 
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(www.cathtel.com).  The  order  is 
asking  100  of  its  contributors  to  sign 
up,  too.  If  that  works,  the  order's 
entire  300,000-contributor  list  will 
get  Mulholland's  pitch. 

A  1944  graduate  of  the  Massachu- 
setts Institute  of  Technology,  Mul- 
holland  founded  Hayden  Publishing 
in  1952  to  publish  Personal  Comput- 
ing and  other  pioneering  computer 
books,  magazines  and  software. 

Misunderstanding  a  doctor's  diag- 
nosis of  a  heart  problem,  Mulholland 
sold  the  company  for  $50  million  in 
1986 — but  when  he  learned  his  ail- 
ment wasn't  really  life-threatening,  he 
switched  doctors  and  looked  for  a 
new  challenge.  He  had  long  been 
active  in  Catholic  causes  and  believed 
that  the  Internet  was  a  great  way  to 
bring  Catholicism  to  potential  con- 
verts. Two  years  ago  he  set  up  a  not- 
for-profit  Web  site  with  links  to  55 
religious  publications,  the  Baltimore 
Catechism  and  some  800  years  of 
papal  encyclicals  and  bulls.  He  calls  it 
Catholic  Information  Center  on 
Internet  (www.catholic.net). 

Catholic  Information  Center,  like 
most  Internet  sites,  lacked  a  depend- 
able income  stream.  Thus  was 
Catholic  Telecom  born  to  finance  it. 
The  center  is  nonprofit.  Any  profits 
from  Catholic  Telecom  will  go  direct- 
ly to  it  and  to  Archbishop  Martino's 
Path  to  Peace  Foundation. 

A  realist,  Mulholland  doesn't 
expect  American  Catholics  to  sign  up 
en  masse.  "I'd  be  very  happy  with  1% 
of  60  million,"  says  Mulholland,  a 
spry  73 -year-old  who  still  plays  an 
aggressive  game  of  tennis. 

No  real  threat  to  AT&T — but  it's 
what  we  call  real  entrepreneurial 
charity.  ^ 


THE  LAW 


Assault 

on  tort  reform 

By  Susan  Adams 

Thirty  minutes  after  Illinois  Gover- 
nor Jim  Edgar  signed  a  sweeping 
tort  reform  bill  on  Mar.  9,  1995, 
the  state's  trial  lawyers  fired  back. 
Using  a  self-appointed  consumer 
advocate  to  front  as  their  plaintiff, 
they  challenged  the  measure  in 
plaintiff-friendly  Cook  County  cir- 
cuit court. 

The  sue-everyone-in-sight 
crowd  had  good  reason  to  be  wor- 
ried about  the  new  Illinois  law.  Its 
provisions  include  caps  on  noneco- 
nomic  and  punitive  damages.  The 
law  eliminates  joint  and  several  lia- 
bility, beloved  of  trial  lawyers 
because  it  enables  them  to  pick  the 
deepest  pockets. 

The  trumped-up  suit  challeng- 
ing the  new  law  was  thrown  out  of  court,  but  that  was  just  the  beginning  for  the  Illinois 
Trial  Lawyers  Association.  Members  filed  dozens  of  cases  contesting  the  package. 

As  they  know  so  well  how  to  do,  the  suers  plucked  at  heartstrings.  They  picked  ultra- 
sympathetic  victims  as  plaintiffs  in  their  suits  attacking  the  law,  including  Vernon  Best,  a 
39-year-old  factory  worker  who  was  severely  burned  and  permanently  disabled  after  a 
forklift  he  was  operating  collapsed  under  a  load  of  hot  steel  casings. 

The  Illinois  Trial  Lawyers  Association  raised  $800,000  to  fight  the  case  in  the  state 
supreme  court  and  hired  Harvard  law  professor  Laurence  Tribe  to  argue  it. 

Blaming  the  state  legislature's  Republican  majority  for  the  law  that  threatens  his 
pocketbook,  Chicago  plaintiff  lawyer  Philip  Corboy  raised  more  than  $500,000,  and  his 
law  firm  contributed  in  excess  of  $50,000  to  the  Friends  of  [House  Speaker]  Michael  J. 
Madigan,  an  organization  bent  on  wresting  control  of  the  state  legislature  from  Repub- 
licans in  last  fall's  election.  The  Democrats  gained  a  slim  majority  in  the  House,  more 
or  less  assuring  a  friendlier  atmosphere  for  the  trial  lawyers  there. 

Illinois'  neighbor  Ohio  is  another  battleground  for  the  trial  bar.  In  lanuary  the 
state's  third  tort  reform  package  in  three  decades  took  effect.  The  previous  two  had 
been  picked  apart  by  plaintiff  lawyers  and  gutted  by  the  courts.  Columbus  trial  lawyer 
Michael  S.  Miller  figures  that  dozens  of  cases  have  been  filed  in  Ohio  courts  with  the 
aim  of  getting  the  reform  laws  or  parts  of  them  declared  unconstitutional. 

Generally  the  trial  lawyers  count  Democrats  as  friends,  but  in  Ohio  they  have  made 
hefty  contributions  to  two  key  Republican  judges,  Paul  Pfeifer  and  Andrew  Douglas, 
both  known  to  be  friendly  to  their  cause. 

As  public  feeling  against  extortionate  jury  awards  has  mounted,  legislatures  have 
responded  with  tort  reform.  But  according  to  legal  reform  advocate  Victor  Schwartz,  in 
the  past  decade  more  than  60  state  court  rulings  across  the  country  have  gutted  tort 
reform  measures. 

Happily,  in  the  long  run  at  least,  the  trial  lawyers  may  be  fighting  a  rearguard  action. 
American  Tort  Reform  Association  President  Sherman  Joyce  points  out  that  more  than 
100  state  court  decisions  have  upheld  tort  reform  laws,  and — despite  the  pressure  and 
lawsuits  by  trial  lawyers — state  legislatures  continue  to  pass  tort  reform  packages.  H 
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Milken  money  means  more  work 
for  the  analytical  elite. 


Eggheads  on  the  beach 


By  Tim  W.  Ferguson 


Michael  Milken, 
center,  California 
ex-Treasurer 
Kathleen  Brown, 
Los  Angeles  Mayor 
Richard  Riordan 
Some  hope 
the  financier's 
institute  will 
take  the  lead 
in  Los  Angeles. 


Soon  the  eggheads  may  need  their 
own  beach  volleyball  league  in  Santa 
Monica.  The  Rand  Corp.  generates 
candlepower  at  offices  near  the  city's 
pier,  and  now  Michael  Milken's 
eight-year-old  institute  is  stoking  an 
academic  flame  in  swell  digs  a  short 
walk  away.  New  President  Donald 
Straszheim,  hired  from  the  chief 
economist's  post  at  Merrill  Lynch, 
hopes  soon  to  double  the  profession- 
al staff  to  40  at  the  Milken  Institute 
for  Job  8c  Capital  Formation. 

Straszheim,  55,  says  the  institute 
will  keep  its  focus  on  schools  and  the 
labor  market,  but  will  expand  its 
work  on  financial  innovation,  a  sub- 
ject close  to  the  heart  of  the  man 
who  almost  single-handedly  devel- 
oped the  now  $1  trillion  junk  bond 


market.  Straszheim  also  wants  to 
tackle  such  subjects  as  the  effects  of 
technology  on  human  lives;  world 
demographics;  the  migration  of 
Americans  to  urban  areas,  edge  cities 
and  resort  towns;  and  the  influence 
of  the  media. 

Plus,  of  course,  anything  that 
might  suit  the  protean  Milken  fancy. 
Recently,  Harvard  Business  School 
Professor  Michael  Jensen  surfaced  at 
the  institute  to  discuss  his  new  work 
on  nonrational  behavior  and  the 
brain,  giving  a  very  Californian 

Straszheim's  agenda  includes 
world  demographics  and  the 
effects  of  technology. 


karma-coated  talk. 

Some  Los  Angelenos  hope  the 
place  will  be  a  regional  public-policy 
spur,  as  the  Manhattan  Institute  is  in 
New  York  City.  Chairman  Milken 
himself  is  simpatico  with  business- 
minded  Mayor  Richard  Riordan, 
who,  in  his  days  as  a  buyout  artist, 
allied  himself  with  Drexel  Burnham 
Lambert.  The  institute's  biggest  pro- 
duction to  date  was  a  gabfest  last 
spring  on  "Rebuilding  Los  Angeles: 
The  Next  Five  Years,"  on  the 
anniversary  of  the  1992  riots.  At  any 
rate,  Milken  has  big  plans  for  his 
think  tank,  as  the  high-priced  hire  of 
Straszheim  clearly  indicates.  Look  for 
Milken's  family  to  boost  substantial- 
ly the  institute's  current  $3.5  million 
annual  budget.  WM 
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Helping  12  million  Americans 

do  better  financially  can  be  very  rewarding. 

We're  American  General. 


No  one  becomes  a  teacher 
to  get  rich.  Or  a  fireman 
or  a  nurse.  The  job  has 
rewards  all  its  own.  At 
American  General  we  believe  those  rewards  should 
also  include  financial  security.  We're  helping  millions 
of  people  with  retirement  services,  life  insurance,  and 
consumer  loans.  And  today,  we've  grown  to  become 
a  corporation  with  $75  billion  in  assets  and  $6.2  billion 
in  shareholders'  equity.  By  doing  what  we  do  best, 
we're  helping  people  do  what  they  do  best. 


Helping  12  million  Americans  do  better  financially. 

Retirement  Services  •  Life  Insurance  •  Consumer  Finance 

American  General  Life  •  American  General  Life  and  Accident  •  Franklin  Life 
United  States  Life  •  All  American  Life  •  Old  Line  Life  •  USLIFE  Credit  Life 
American  General  Life  of  New  York  •  American  General  Finance  •  VALIC 


For  information  call:  1  (800)  AGC  -  1111 


the 

"there's  got 
to  be  some 
money  hiding 
around  here 
somewhere" 

solution 


Are  you  sitting  on  assets  that 
could  be  making  money?  Do 
you  have  a  database  with  a 
market  that  you've  never  even 
considered?  An  IBM  Internet 
solution  can  change  all  that. 

Take,  for  example,  Knight-Ridder 
Information's  research  library 
with  over  1.5  million  titles.  We 
helped  satisfy  their  customers' 
information  needs,  worldwide, 
by  offering  them  this  resource 
over  the  Internet.  Demand  is 
so  great,  they  project  a  tenfold 
increase  in  revenue. 

That's  the  power  you  get  with  an 
IBM  Internet  solution,  a  unique 
combination  of  technology, 
professional  services  and  know- 
how  that's  enabling  a  world  of 
e-business  opportunities. 

Learn  how  to  maximize  your 
assets  using  the  Internet. 
Just  drop  by  www.ibm.com/ 
internetsolutions,  or  give  us  a 
call  at  1  800  IBM-7080,  ext. 
NC06,  for  our  free  brochure 
on  commerce  solutions. 


Solutions  for  a  small  planet  " 


$200,000 


160,000 


140,000 


120,000 


100,000 


80,000 


60,000 


40,000 


20,000 


Congress  hasn't  had  a  real  raise  since  1900. 
Anyone  think  it  deserves  one? 

Congressrats: 


180,000      By  Peter  Brimelow 


$133,600 


So  you  think  members  of  Congress  are  rats.  But  won't  starving  them  make 
them  more  vicious?  Congressional  salaries,  currently  set  at  $133,600  for 
both  senators  and  congressmen,  have  been  steadily  losing  purchasing  power 
since  they  were  last  fixed  in  1993  (see  upper  chart).  More  strikingly,  con- 
gressional salaries  in  inflation-adjusted  terms  are  barely  above  their  level  at 
the  beginning  of  the  century  (and  in  those  days  there  were  no  federal  taxes 
on  income).  Compared  with  average  real  income  per  capita,  congressional 
salaries  have  inexorably  lost  ground  (see  lower  chart). 

Compared  with  top  salaries  in  business,  con- 
gressional take -home  is  pitiful.  The  gulf  between 
congressional  salaries  and  those  of  the  heads  of 
major  corporations,  as  measured  by  the  Forbes 
800  chief  executive  officers  (see  chart,  p.  53  top), 
has  yawned  in  the  Clinton  years  (funny  thing). 
Chief  executives'  salaries  recently  averaged  $1.6 
million,  up  from  about  8  times  to  about  12 
times  congressional  salaries  since  1989. 

Why  would  anyone  on  a  chief 
executive  track  make  this  kind 
of  sacrifice?  Politicians  can 
make  chief-executive-type 
sums  only  by  retiring  and 
cashing  in  on  their  human 
capital — lobbying  skills.  This 
gives  them  a  perverse  inter- 
est  in   exacerbating  the 


Research:  Edwin  S.  Rubenstein, 
Right  Data  Associates. 
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multiplying  per  diem  rates  for  those  yea's  by  250.  Inflation  measured  by  the  CPI  and  its  historical 
equivalents  as  is  done  in  Jeremy  Siegel's  Stocks  for  the  Long  Run. 
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modern  trend  to  pass  complex 
and  vague  legislation.  Of  course 
some  professional  politicians 
clearly  go  into  it  for  the  psychic 
income — prestige  and  power. 
They  are,  in  short,  sociopaths. 
But  is  this  desirable? 

Modest  proposal:  Revolution- 
ize the  incentive  structure  by 
rewarding  success  in  congressio- 
nal elections  with  a  capital  sum. 
Which,  after  all,  is  what  chief 
executive  officers  have  now  con- 
trived to  reap. 

Naturally,  no  one  except  us 
thinks  this  is  politically  possible, 
least  of  all  the  professional  politi- 
cians. But  guess  what?  The  unrec- 
ognized reality  is  that  we  already 
pay  congressmen  a  capital  sum. 
The  per-politician  cost  of  running 
Congress  is  that  high  (see  chart 
below)  even  excluding  fixed  costs 
like  the  Library  of  Congress. 

Note  carefully:  This  is  not 
strictly  comparable  to  chief  exec- 
utives' total  compensation.  It  includes  essential  support 
staff.  But  congressmen's  lives  are  governed  by  impossibly 
complex  regulations  that  force  them  to  spend  only  on 
petty  perquisites  and  armies  of  aides. 

Rewarding  electoral  victory  with  this  sort  of  lump 
sum,  which  they  could  spend  as  they  please,  pocketing 
the  savings,  might  attract  a  different  kind  of  candidate. 
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It  would  tend  to  limit  terms  because  there  would  be  no 
pensions  to  hang  on  for.  It  might  even  help  solve  the 
campaign  finance  conundrum  because  more  congress- 
men would  be  able  to  finance  their  own  campaigns.  And 
it  would  no  doubt  cause  some  congressmen  to  abscond 
immediately  to  the  south  of  France.  Where  they  would 
do  less  harm.  HH 
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Strength,  flexibility,  a 
healthy  competitive  spirit.  It's  no  wonder  that, 
in  1972,  Toyota  established  its  first  U.S. 


California, 


manufacturing  plant,  for  building  truck  body 
components,  in  Long  Beach,  California. 

Since  the  establishment 
of  our  national  sales  headquarters  in  Torrance 
nearly  40  years  ago,  Toyota's  California  opera- 
tions have  been  a  cornerstone  of  our  $7  billion 
investment  in  U.S.  manufacturing  and  jobs. 
Today,  Toyota  directly  employs  more  than 
20,000  Americans,  not  just  in  California,  but 
in  communities  from  coast  to  coast. 

As  a  company  doing 
business  in  the  global  marketplace,  Toyota 
understands  the  importance  of  investing 
locally,  to  ensure  that  the  vehicles  and  com- 
ponents we  sell  meet  the  specific  needs  of  all 
our  customers  -  wherever  they  may  be. 

That's  why,  in  communi- 
ties all  around  the  world  -  from  California,  to 
Australia,  to  Thailand  and  beyond  -  Toyota 
vehicles  and  components  are  being  built  by 
the  same  people  who  drive  them. 

Local  investment.  It  not 
only  builds  better  vehicles,  it  helps  people  in 
communities  like  Long  Beach  go  from 
strength  to  strength. 

TOYOTA  People  Drive  Us 


Paul  Volcker 
"All  you  young 
people  think 
this  great  boom 
in  the  stock 
market  is  normal, 
that  you're 
entitled  to  15% 
a  year.  These 
expectations 
cannot  be  met 
over  the  next 
15  years." 


Volcker  stews  over  the  economy 
and  the  state  of  government  service. 

Volcker 

blows  off  steam 


By  Dyan  Machan 

"You're  the  boss — you  order,"  Paul 
Volcker  booms  across  the  table.  Vol- 
cker's  stature  as  the  giant-killer  who 
tamed  inflation  is  matched  by  his 
physical  dimensions — he  is  6  foot  7. 

The  lunch  was  on  Forbes.  I'd 
offered  to  take  Paul  Volcker,  69,  to 
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the  celebrity-studded  Four  Seasons. 
Characteristically,  he  preferred  a 
Japanese  noodle  joint  in  one  of  Man- 
hattan's out-of-the-way,  downtown 
neighborhoods.  Volcker  still  wages 
war  against  inflation:  unpretentious 
restaurants;  inexpensive,  off-the-rack 


suits;  taxis,  not  limousines;  and — 
until  he  gave  up  smoking — cheap 
cigars. 

I  order  a  combination  noodle-and- 
tempura  dish.  Volcker  frowns  a  veto. 
I  may  be  the  host,  but  Volcker  is  still 
accustomed  to  taking  charge  of 
things.  We  order  together. 

The  day  is  gray  and  the  air  is  heavy, 
good  weather  for  seeking  dark  clouds 
in  clear  skies.  I  start  the  conversation 
by  asking  him  whether  we  Americans 
aren't  too  smug  about  our  economy. 
The  stock  market  just  keeps  going 
up.  Nobody  is  concerned  much 
about  the  gaping  trade  deficit  or  the 
Himalayas  of  private  debt.  Inflation  is 
all  but  forgotten.  Volcker  takes  a  bite 
of  a  sizzling  chicken  meatball  and 
reaches  for  his  iced  green  tea.  It's 
soon  apparent  he  doesn't  share  in  the 
general  euphoria. 
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"All  you  young  people  think  this 
great  boom  in  the  stock  market  is 
normal,  that  you're  entitled  to  15%  a 
year,"  he  replies  finally.  "These  expec- 
tations cannot  be  met  over  the  next 
15  years.  The  economy  is  growing 
2%  to  3%  in  real  terms."  He  does 
some  math  in  his  head.  "Let's  see, 
1 5%  compounded  doubles  in  5  years. 
The  stock  market  in  15  years  would 
have  to  be  60,000!" 

He  laughs.  "What  are  you  going  to 
do  when  you  find  out  there's  a  big 
downswing  in  stocks?  Or  five  years  of 
no  increases?  What  happens  then? 

"There's  an  arrogance  that's  set  in. 
It's  a  smugness  in  the  U.S.,  which  is 
seen  outside  the  U.S.  as  arrogance." 

Volcker  recalls  Japanese  Prime 
Minister  Ryutaro 
Hashimoto's  June  23 
statement  that  briefly 
unsettled  the  U.S. 
stock  market.  Hashi- 
moto had  wondered 
out  loud  what  would 
happen  if  the  Japanese 
ceased  to  buy  and 
hold  U.S.  government 
bonds.  Volcker:  "If 
we  understood  what 
Hashimoto  was  saying 
about  possible  sale  of 
Treasurys  due  to  con- 
cerns over  our  deficit, 
it  was  a  kind  of  reaction  to  arrogance. 
Of  course,  ten  years  ago  it  was  the 
Japanese  who  were  arrogant.  Let's 
see  who's  [regarded  as]  arrogant  ten 
years  from  now." 

Volcker  makes  it  clear  he  doesn't 
really  expect  the  Japanese  to  gang  up 
on  us.  "The  idea  of  having  a  concert- 
ed effort  to  pull  the  rug  out  from  the 
U.S.  by  deliberately  selling  and  not 
buying  our  securities  seems  so  self- 
destructive.  The  real  question  is  if 
something  happens  in  economic  cir- 
cumstances so  that  [the  Japanese] 
without  any  official  guidance  are  not 
so  happy  about  lending  us  the  $200 
billion  a  year  or  whatever  they  are 
doing  now." 

That  brings  him  to  another  favorite 
topic:  the  low  U.S.  savings  rate, 
about  5%  of  GDP  here  versus  roughly 
20%  in  Japan.  "We  seem  to  have  very 
ingrained  resistance  to  increasing  the 
savings  rate.  We  like  to  borrow. 
Increasingly  the  gains  are  going  to 


the  people  who  lent  us  the  money. 
It's  hard  to  keep  getting  worried, 
because  nobody  pays  any  attention." 

Nobody  pays  attention  because 
everyone  is  swept  away  by  the  current 
optimism.  "I  read  my  FORBES:  capi- 
talism, democracy,  China,  Latin 
America,  Asia.  Free-world  opportu- 
nity, initiative  and  so  forth."  Well  and 
good,  he  says,  but  he  wonders 
whether  the  benefits  are  reaching 
enough  people.  "It  [the  spread  of 
free  enterprise]  had  better  produce  in 
terms  of  satisfaction,  in  levels  of 
growth,  low  rates  of  unemployment 
and  rising  incomes  for  the  lower  part 
of  the  income  spectrum. 

"While  things  look  pretty  good  in 
East  Asia,  Eastern  Europe  is  taking  a 


<cWhen  I  grew  up 
we  believed  govern- 
ment work  was 
noble.  Now  if  you 
wanted  a  career 
in  the  Treasury 
Department,  they'd 
put  you  in  the 
loony  bin." 


long  time  to  get  straightened  out. 
Russia,  Latin  America  are  not  doing 
brilliantly.  The  worldwide  growth 
rate  has  been  nothing  to  write  home 
about  for  the  past  ten  years.  Europe 
is  not  doing  well,  and  Japan  is  not 
doing  well  at  the  moment. 

"So  in  a  15 -year  time  perspective 
there  are  going  to  be  a  lot  of  disap- 
pointed people.  Even  here,  lower 
income  levels  are  not  doing  well  and 
the  growth  rate  of  the  economy  is 
slower  than  it  used  to  be." 

A  bowl  of  hot  soba  noodles  arrives 
as  Volcker  lets  off  more  steam.  He 
doesn't  like  what's  happening  in 
Washington,  either.  "There  are  spe- 
cial deals  to  help  this  sector,  that 
sector.  The  consequence  is  a  person- 
al income  tax  that  everyone  is  furious 
about." 

Two  weeks  earlier  Volcker  had  tes- 
tified on  banking  legislation.  His 
message  hadn't  changed  much  from 
what  he  recommended  six  years  ear- 


lier: We  need  coherent  banking  legis- 
lation. But  nothing  happened.  "I 
could  have  used  the  same  testimony 
that  I  used  in  1991.  It's  really  sad. 
Everyone  agrees  we  need  change,  yet 
nothing  gets  done." 

Why  not?  "You  could  argue  the 
Administration  should  take  leader- 
ship," he  replies.  Take  that,  Clinton. 
"Productivity  growth  is... there's  a 
big  question  about  the  numbers.  If 
you  believe  the  numbers,  it  is  1%  a 
year,  when  it  used  to  be  2.5%  a  year. 
Figures  show  no  growth  in  the  ser- 
vice sector,  which  is  the  biggest  sector 
of  the  economy.  This  suggests  there's 
a  lot  of  spinning  of  the  wheels  with 
all  these  computers.  There  are  also  a 
lot  of  inefficiencies  in  the  economy. 

Lawsuits  about  envi- 
ronmental concerns, 
which  may  be  justified 
but  hard  to  measure. 

"We  are  all  working 
harder.  All  the  wives 
are  working  now."  He 
turns  to  me:  "You 
could  have  been  home 
in  Ridgewood  going 
to  PTA  meetings." 

That  gives  me  a 
chance  to  lighten  the 
mood.  I  present  him 
with  chocolate  mints 
from  an  ice  cream 
store  in  Teaneck,  N.J.,  the  town 
where  he  grew  up. 

"What  do  you  know  about  Tea- 
neck?"  he  asks,  smiling  at  last.  Tea- 
neck  means  a  lot  to  him.  His  father 
was  the  city  manager  who  saved  the 
town  from  financial  ruin.  His  dad 
inspired  him  to  enter  public  service. 
Young  Volcker  graduated  with  top 
honors  from  Princeton  and  the  Har- 
vard Graduate  School  of  Public 
Administration.  Not  Wall  Street  or 
business  but  public  service  attracted 
him.  He  went  to  work  for  the  Feder- 
al Reserve  as  an  assistant  in  the 
domestic  research  division. 

"When  I  grew  up,  there  was  belief 
that  government  work  was  a  noble 
profession,"  Volcker  reminisces.  He 
served  in  five  administrations,  from 
Kennedy  to  Reagan,  and  resigned  as 
chairman  of  the  Federal  Reserve  in 
1987.  "Now,  if  you  wanted  to  make 
a  career  in  the  Treasury  Department, 
they  would  put  you  in  the  loony 
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bin."  His  smile  is  gone.  His  noodles 
finished,  Volcker  broods  about  career 
civil  service. 

"I  went  to  a  conference  at  Har- 
vard's Kennedy  school,  which 
explored  21  reasons  why  people 
don't  go  into  government.  Then  they 
asked  if  others  had  anything  else  to 
add.  After  an  hour,  they  were  up  to 
43  reasons."  He  laughs.  Not  a  ha-ha 
laugh  but  a  bitter  comment. 

"It  was  a  sad  day  for  me  in  1992 
when  President  Bush  yielded  to  the 
temptation  to  retract  his  support  for 
keeping  pay  scales  in  line  with  the 
market.  And  President  Clinton  piled 
on  with  a  salary  freeze  and — to  fur- 
ther reinforce  his  bona  fide  as  an 
economizer — eliminated  our  brand- 
new  Advisory  Council  on  the  Public 
Service,  which  had  not  cost  a  cent." 

Here  is  a  man  whose  bold  moves 
stopped  inflation  in  its  tracks  and  led 
to  a  boom  that  has  created  trillions  of 
dollars  in  wealth.  Kids  who  were  in 
high  school  when  Volcker  was  run- 


ning the  Fed  are  earning  million- 
dollar  bonuses  on  Wall  Street  as  a 
consequence  of  what  he  accom- 
plished. Yet  Volcker  himself  is  not  a 
candidate  for  The  Forbes  Four  Hun- 
dred. Not  by  a  long  shot. 

Getting  rich?  "It's  never  been  a 
great  ambition  of  mine."  Volcker 
resigned  as  chairman  and  chief  exec- 
utive of  prestigious  investment  bank- 
ing firm  James  D.  Wolfensohn,  Inc. 
when  it  was  recently  sold  to  Bankers 
Trust.  He  certainly  came  out  of  the 
deal  with  a  few  million  and  no  longer 
has  to  worry — as  he  certainly  did 
when  he  was  in  government  service — 
about  paying  his  bills.  "When  I  left 
the  government,  it  [money]  was  a 
great  concern.  I  was  getting  old. 
Security  for  my  family  was  important. 
My  wife  has  been  ill  for  a  long  time, 
and  it  costs  a  lot  of  money  [to  take 
care  of  her].  If  I  had  not  been  at 
Wolfensohn,  she  would  have  been  in 
a  nursing  home  long  ago." 

After  chestnut  ice  cream,  Volcker 


ostentatiously  hands  me  the  check, 
and  soon  we  are  at  the  curb  hailing  a 
yellow  cab. 

"With  government  service  and 
Wolfensohn  behind  you,  you  can 
now  do  exactly  what  you  want,  cor- 
rect?" I  ask.  "Theoretically,"  he  says 
crisply,  meaning,  of  course  not. 

Chairing  the  international  com- 
mittee to  investigate  Holocaust 
victim  accounts  in  Swiss  banks  has 
taken  up  a  great  deal  of  unpaid  time. 
He  would  like  to  resign,  but  it 
"would  be  interpreted  too  many 
ways."  To  answer  my  question  about 
what  he  will  do  for  a  living,  he  shrugs 
that  he  will  round  up  some  consult- 
ing work. 

We  wedge  ourselves  into  a  cab. 
Seeing  Volcker's  knees  pressed  up  to 
his  chin,  I  wonder  why  he  doesn't 
use  a  car  service,  but  I  don't  ask.  Still, 
he  must  have  sensed  what  I  was  won- 
dering. A  few  hours  later  I  receive 
a  note  from  him:  "I  am  not  really 
destitute!"  Hi 
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As  oil  companies  become  more  like  banks, 

oil  service  companies  are  starting  to  venture  onto 

their  customers'  former  turf— in  development. 

Apiece 

of  the  action 


By  Toni  Mack 

A  small  Scottish  oil  exploration 
outfit  discovered  a  huge  natural  gas 
field  off  the  coast  of  Bangladesh  last 
year.  The  firm,  Cairn  Energy,  howev- 
er, had  neither  the  capital  nor  the 
technology  to  develop  the 
Sangu  field.  In  such  cir- 
cumstances small  explo- 
ration outfits  usually  bring 
in  a  bigger  oil  company. 
The  small  outfit  ends  up 
with  as  little  as  50%  of  all 
the  concession  acreage, 
not  just  the  single  field. 

Cairn  did  it  differently. 
Instead  of  turning  to  Shell 
or  Mobil  or  Exxon,  it  did 
a  deal  with  Halliburton 
Co.,  the  $7.4  billion 
(1996  revenues)  Dallas- 
based  oil  service  firm.  Hal- 
liburton will  help  devise 
plans  to  sink  wells,  build 
offshore  platforms  and 
provide  other  oilfield  ser- 
vices. It  will  also  invest 
$85  million,  in  return  for 
which  it  will  get  25%  of 
the  Sangu  deal.  Nice  all 
around.  Cairn  keeps  con- 
trol and  runs  the  show. 
Halliburton,  in  addition 
to  selling  its  services,  gets 
a  nice  piece  of  the  action.  nwfillBfi 

"If  Halliburton  is  suc- 
cessful here,"  says  Cairn  Chief  Oper- 
ating Officer  Malcolm  Thorns,  "they 
can  do  it  again.  [This  project]  will  be 
a  showcase  for  them  around  the 
world." 

Shell  and  Amerada  Hess  have  com- 
plained loudly  about  their  oil  service 
vendors  morphing  into  competitors, 
but  there  is  a  subtle  shift  of  power 


happening  in  the  oil  business.  Big  Oil 
needs  the  oil  service  companies  as 
much  as  the  oil  service  companies 
need  Big  Oil.  The  majors  have  pared 
payrolls  so  sharply  that  only  Exxon 


Halliburton  Chairman  Richard  Cheney 
Need  a  partner?  Cheney  will  invest  in  your  oilfield. 


and  Shell  maintain  big  research  units, 
and  they  all  rely  on  the  service  outfits 
for  technological  innovation.  "The 
oil  companies  are  becoming  only  the 
capital  allocators,  and  are  turning 
almost  all  of  the  rest  of  the  explo- 
ration and  development  process  over 
to  the  service  companies,"  says  Don- 
aldson, Lufkin  &  Jenrette  analyst 


Arvind  Sanger. 

While  the  Cairn  deal  is  Hallibur- 
ton's first  actual  ownership  interest  in 
an  oilfield,  it  cut  a  profit  participation 
deal  four  years  ago  in  the  North  Sea. 
British  Petroleum  discovered  the 
100-million-barrel  Andrew  field  there 
in  1975,  but  could  not  figure  out 
how  to  develop  it  profitably.  In  1993 
it  brought  in  Halliburton.  In  return 
for  getting  the  oil  out  at  an  econom- 
ic cost,  Halliburton  was  given  a  cut  of 
the  field's  cash  flow. 

"We  agreed  with  BP,"  says  Hal- 
liburton President  David  Lesar,  "to 
set  a  [development  cost]  target  of 
$620  million.  Any  savings  below  or 
costs  above  that  target  we  would  take 
a  share  of.  Well,  it  came  in  at  $480 
million."  Halliburton's  share  of  the 
savings  accounted  for  8%  of  the  com- 
pany's total  1996  operating 
profit. 

In  the  Sangu  deal  Hal- 
liburton goes  one  step  fur- 
ther to  actual  equity  partic- 
ipation. It's  a  bold  move  by 
the  company's  new  (since 
January  1996)  chairman, 
former  defense  secretary 
Richard  Cheney.  He  expects 
to  get  a  good  return  on  his 
cash  investment.  "And  then 
we'll  get  a  revenue  stream 
for  operating  the  field  for 
30  years,"  adds  Cheney. 

Other  oil  service  firms  are 
pursuing  share-the-wealth 
contracts.  Western  Atlas, 
Seitel  and  Reading  &  Bates 
are  earning  stakes  in  cus- 
tomers' wells  and  prospects 
by,  for  example,  providing 
services  at  discount  rates. 

Earlier  this  year  Schlum- 
berger  helped  British  inde- 
pendent Lasmo  Pic.  assess  a 
Venezuela   oilfield.  New 
partner  Schlumberger  will 
help  Lasmo  devise  develop- 
ment plans  for  the  field, 
earn  the  normal  pay  for  its  services 
there,  and  also  get  a  cut  of  any  sav- 
ings below  a  targeted  cost  level. 

With  participation,  of  course, 
comes  risk.  In  June,  Reading  &  Bates 
wrote  off  dry-hole  costs  of  $7  mil- 
lion, knocking  nearly  5%  off  the  $145 
million  analysts  had  previously 
expected  it  to  earn  this  year.  Hi 
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Why  are  millions  of  children 
less  afraid  of  the  dark? 

We  can  shed  some  light  on  that.  As  America's  largest  generator  of  low  cost  electricity  we  have  a  99%  record  of  reliable  service. 
And  that  means  a  lot  of  night  lights  stay  on  and  a  lot  of  kids  get  a  good  night's  sleep.  Not  to  mention  their  parents. 
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Who  pays  for  the 
ice  cream  soda? 


BY  JERRY  FLINT 


Jerry  Flint,  a  former 
FORBES  Senior  Editor, 
has  covered  the 
automobile  industry 
since  1958. 


"You  WANT  THE  ICE  CREAM  soda?  You've  got 
to  pay  for  it!"  That's  a  line  from  the  movie 
Somebody  Up  There  Likes  Me.  I  thought  of  it 
when  I  first  heard  that  executives  of  Opel,  the 
big  General  Motors  subsidiary,  are  in  a  bad 
mood.  They  feel  they  are  being  asked  to  pay 
for  somebody  else's  ice  cream  soda. 

What  bothers  them  is  that  parent  GM  is 
diverting,  to  Brazil,  China,  Poland,  India  and 
even  the  U.S.,  much  of  Opel's  talent  and  cash. 
The  GM  Germans  want  to  use  more  of  their 
own  people  in  their  own  part  of  the  business. 

If  the  siphoning-off  of  assets  annoys  the  GM 
Germans,  they  get  positively  morose  when 
they  are  told  that  their  platforms  (the  basic 
understructure  of  the  vehicle),  which  they 
designed  to  appeal  to  Germans,  must  be  mod- 
ified so  that  the  Opel  cars  will  sell  in  the  U.S. 


Opel  is  losing  market  share  in  Europe  and 
profits  are  dropping,  and  its  executives  would 
like  to  keep  their  money  at  home  to  deal  with 
the  problems.  An  internal  Opel  survey  of  332 
managers  showed  that  three-fourths  of  them 
didn't  think  the  company  was  being  managed 
efficiently,  and  70%  didn't  think  the  company 
put  enough  emphasis  on  quality. 

The  story  of  dissension  at  Opel  broke  in  a 
nine -page  story  in  the  May  issue  of  the 
German  monthly  business  magazine  Capital. 
Said  the  magazine:  "There  are  not  enough 
engineers  at  home  because  Hughes  [Louis 
Hughes,  president  of  gm's  Zurich-based  inter- 
national operations]  is  chasing  them  all  over 
the  globe.  There  are  bottlenecks  everywhere, 
and  the  updating  of  models  suffers." 

Opel's  deputy  supervisory  board  chairman, 
Rudolf  Miiller,  is  quoted  as  complaining: 
"German  carmakers  are  .  .  .  trendsetters  in 
design,  functionality  and  quality — all  except 
for  Opel." 

What  this  proves  is  that  you  can't  create 
change  in  a  big  corporation  without  stepping  on 
lots  of  toes.  Detroit  is  requiring  GM  Germany  to 
become  part  of  GM  Global — and  GM  Germany 
doesn't  much  like  it.  Jack  Smith,  chief  executive 


To  measure  true  value,  consider  the  commitm 


of  GM,  I  am  told,  answered  the  criticism  from 
Germans  at  Opel  by  saying:  "We're  going 
global,  and  we're  taking  everyone  with  us." 

GM  is  going  global  because  that's  where  it 
sees  the  growth.  Talk  is  that  GM  plans  to 
spend  $10  billion  expanding  in  China.  A  bil- 
lion-plus people.  If  one  Chinese  in  a  hundred 
gets  a  car,  that's  12  million  cars — almost  a 

GM  is  going  global— and  the  folks 
at  its  highly  profitable  German 
subsidiary  aren't  happy  about  it. 

U.S. -size  market.  The  history  books  won't  be 
kind  to  a  chief  executive  officer  who  doesn't 
reach  for  that  one.  To  the  folks  at  headquar- 
ters, gaining  a  chunk  of  this  humongous  car 
market  is  more  important  than  solving  Opel's 
problems. 

Risks?  Sure.  Nobody  knows  where  China  is 
headed  politically.  Some  of  GM's  other  Asian 
plans  have  flopped,  like  the  joint  venture  with 
Korean  automaker  Daewoo. 

The  biggest  risk,  however,  is  in  the  overall 
policy  of  moving  away  from  making  German 


cars  and  American  cars,  and  building  world 
cars — or  at  least  world  platforms  with  local 
variations.  Volkswagen  sells  more  than  half  its 
vehicles  outside  Western  Europe,  but  vw,  like 
Mercedes  and  BMW  and  Porsche,  doesn't  sell 
global  cars;  it  designs  and  builds  German  cars, 
which  it  makes  and  sells  around  the  world.  GM 
wants  the  economies  of  scale  that  it  hopes  to 
get  by  building  world  cars  rather  than  just 
U.S.  or  German  or  British  cars. 

Ford's  global  strategy  is  similar  to  GM's, 
only  more  so,  with  the  whole  company  on  the 
way  to  becoming  a  global  entity  with  vehicle 
platforms  that  can  be  used  around  the  world. 
Ford's  first  global  design,  the  Mondeo,  has 
been  a  success  in  Europe  but  less  than  a  suc- 
cess in  the  U.S.  But  that  hasn't  dimmed 
manage  ment's  enthusiasm  for  cars  built 
everywhere  on  common  platforms. 

No  question:  There  are  big  risks  in  this 
global  strategy  stuff,  and  the  discontent  at 
Opel  is  only  a  small  part  of  those  risks.  The 
strategy  required  brings  changes — and  big 
changes  upset  people.  But  rightly  or  wrongly, 
the  GM  and  Ford  boards  think  the  bigger  risk 
is  in  not  going  global.  The  folks  in  Germany 
don't  like  it?  Tough.  HI 


lind  it. 


Initially,  it's  the  brilliance  oj our  record  that  attracts  most 
investors.  Thirty-jive  consecutive  years  oj  increased  dividends. 
A  total  return  oj  174%  compared  to  the  S&P  soo's  115% 
{'90-  95  with  dividends  reinvested}.  And  property  casualty 
insurance  operations  consistently  rated  A++  by  A.M.  Best. 
But  what  gives  us  the  long-term  edge  is  our  commitment  to 
independent  agents.  We  carejully  select  only  the  best.  They 
know  the  market  and  their  customers,  so  they  can  assess  risk 
accurately.  Which  is  why  it's  so  easy  to  jail  in  love  with  our 
combined  loss  and  expense  ratios.  To  take  a  closer  look  at 
Cincinnati  Financial  Corporation,  call  1-800-955-CINF 
{2463}  jor  a  CFC  jact  sheet. 
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Making  our  strength  your  jut  u  r  e 
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ADM  HAS  THE  CAPACITY  TO 


SUPPLY  450  MILLION  PEOPLE 
WITH  THE  RDA  OF  VITAMIN  E 


To  find  out  more  about  vitamin  E  visit  our  website:  www.admworld.com 


The  market  for  pleasure  boats  has  stalled,  but  Travis  Boats  &  Motors  is  growing 
fast,  via  smart  marketing  and  not-so-gentle  persuasion  of  dealers  it  wants  to  buy. 

"We're  gonna  consolidate 
this  industry" 


By  Jose  Aguayo 


Maybe  it's  all  those  home  com- 
puters and  Jet  Skis  folks  are  buying, 
maybe  it's  the  high  level  of  consumer 
debt — but,  whatever  the  reason, 
recreational  power  boat  sales  have 
sunk  dramatically  in  the  last  decade. 
From  a  peak  of  524,000  in  1988 
they  dawdled  at  321,000  last  year. 

Although  many  boat  dealers  have 
gone  under,  Austin,  Tex. -based 
Travis  Boats  &  Motors,  Inc.  is  thriv- 
ing. In  the  last  five  years  Travis'  sales 
have  shot  from  $14  million  to  $65 


million,  while  earnings  have  increased 
from  $200,000  to  $2.4  million. 

It's  the  old  cliche:  When  the  going 
gets  tough,  the  tough  get  going. 
Hard  times  create  opportunities  for 
the  more  aggressive  and  better-run 
companies  to  pick  up  weaker  com- 
petitors. "We're  gonna  consolidate 
this  industry,"  says  Travis'  chairman, 
Mark  Walton.  "We're  gonna  get 
better  and  better." 

Travis — which  now  owns  1 7  stores 
in  six  southern  states — is  constantly 


Travis  Boats 
&  Motors' 
chairman, 
Mark  Walton 
He's  trying 
to  make  shopping 
for  boats 
easy  and  free 
of  hassle. 


on  the  prowl  for  more.  Walton's 
target?  The  best  dealer  in  town. 
Suppose  the  dealer  doesn't  want  to 
sell,  preferring  to  hang  on  until 
things  get  better?  Says  Walton:  "We 
make  it  clear,  not  in  a  mean  way,  that 
we  sure  like  that  market  and  we 
would  like  them  to  join  us,  but  if  they 
elect  not  to,  that  we  would  be  friend- 
ly competitors,  but — nonetheless — 
competitors." 

Walton,  46,  started  in  the  boat 
business  at  the  bottom — cleaning 
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OVER  SIX  MILLION  OUT  THERE.  Forget  about  that  old  floppy  drive.  Zip  drives  are 
everywhere;  at  home,  in  schools,  and  at  the  office.  In  fact,  they're  the  perfect  complement  to  the  enhanced 
audio  and  visual  capability  of  today's  MMXm  technology-based  systems.  And  with  so  many  Zip  drives  out 
there,  it's  more  than  just  compatible,  it's  universal. 

BECAUSE     IT'S     YOUR  STUFF. 


-nega  Corporation.  Iomega  and  the  Iomega  logo  are  registered  trademarks  and  Zip  am  'Because  It's  Your  Stuff*  are  trademarks  of  Iomega  Corporation-  MMX  is  a  trademark  of 
All  other  trademarks  are  the  property  ol  their  respective  holders.  Prices  listed  are  estimated  street  prices.  Actual  prices  may  vary.  Zip  is  compatible  with  Windows* 95,  3.1, 
and  Mac  OS.  Up  to  20  times  faster  using  the  SCSI  or  IDE  models,  up  to  5  limes  faster  using  the  parallel  port  model. 


©  1997  Iomega  Corporation. 


(Digital  Briefcase) 

Iomega  100MB  Zip™ disks  give  you  the  capacity  to  carry  more. 
Learn  more  about  Iomega  Zip  drives  and  disks  at  www.iomega.com/ZipIdeas. 


boats  at  a  local  shop  while  putting 
himself  through  school  at  the 
University  of  Texas  at  Austin, 
majoring  in  business.  The  experience 
gave  him  insight  into  what  boat 
buyers  want.  "Buying  a  boat  is  like 
buying  a  car,  and  people  hate  all  the 
haggling,"  Walton  says.  "Since  a  boat 
is  something  nobody  really  needs,  we 
try  to  make  [shopping]  as  easy  as 
possible  on  them." 

Making  it  easy  means  no  haggling 
but  getting  a  lot  of  attractive  options 
thrown  in  at  an  attractive  price. 
Travis  Edition  packages  (there  are  45 
of  them)  include  a  fish-and-ski 
boat — a  fishing  boat  readied  for 
waterskiing — with  a  trailer,  boarding 
ladder,  stereo  and  other  features,  for 
$13,995.  The  package  would  run 
$1,000  to  $1,500  more  at  another 
dealer,  where  you  might  have  to 
haggle  to  get  the  price  down  to  what 
Travis  is  asking. 

Travis'  chief  financial  officer, 
Michael  Perrine,  says  the  company's 
wide  range  of  boats  was  key  to  its 
success  in  Beaumont,  Tex.  Travis 
increased  the  breadth  of  models 
offered  as  soon  as  it  took  over.  It 
doubled  the  size  of  the  service  center 
and  added  on-site  credit  approval — 
making  life  more  pleasant  for  the  cus- 
tomer and  providing  additional 
income  for  Travis.  The  company 
arranges  financing  for  half  of  its  cus- 
tomers, earning  fee  income. 

More  inventory,  of  course,  means 
more  capital  tied  up,  and  that's 
where  Travis'  size  and  volume  come 
in.  The  company  offers  boat  manu- 
facturers a  deal  they  can't  refuse:  It 
takes  delivery  of  up  to  one-third  of 
its  orders  in  the  off-season,  when 
manufacturers  would  otherwise  have 
to  shut  down.  In  return  Travis  gets 
discounts  and  lower  prices  on  custom 
features,  such  as  depth-finders  in 
Sprint  boats. 

Small  boat  dealers  have  tried  to 
match  Travis'  prices  by  joining  pur- 
chasing co-ops,  but  they  can't  equal 
Travis'  clout.  The  company  is  the 
largest  buyer  of  Johnson  motors,  for 
example,  and  the  biggest  customer  of 
many  of  its  boat  manufacturers. 
"Sometimes  they  sell  something  for 
what  we  pay  for  it  and  they  are 
making  a  profit,"  complains  Rudy 
Kleimann,  retail  shop  owner  and 


president  of  the  Boating  Trades  Asso- 
ciation of  Metropolitan  Houston. 

Travis  itself  makes  excellent  profits 
in  spite  of  the  general  sluggishness  in 
the  boat  business.  Its  profits  last  year 
amounted  to  78  cents  per  share;  they 
are  estimated  to  increase  to  91  cents 
this  year.  Return  on  equity  is  a 
mouthwatering  20%  or  so. 

In  buying  established  dealers, 
Travis  goes  to  great  lengths  not  to 
lose  the  relationships  those  shops 
have  established.  "The  man  who  sold 
me  this  boat  is  a  longtime  hunting, 
fishing  and  beer-drinking  buddy," 
says  Charles  Blankenship  of  Heber 
Springs,  Ark.  Blankenship,  57,  has 
bought  his  boats  from  the  Heber 
Springs  location  for  some  30  years, 
long  before  Travis  took  over. 

When  he  buys  a  dealership,  Walton 
takes  a  year  to  phase  in  his  trademark 
Travis  Boating  Center  name.  Store 
employees  are  told  they  should 
answer  phones  using  both  Travis 
Boating  Center  and  the  old  name. 

But  at  the  same  time  he  gives  addi- 
tional training  in  sales  to  the  employ- 
ees. For  instance,  employees  are 


brought  to  company  headquarters  in 
Austin  to  be  schooled  in  the  "Travis 
way"  It  pays  off.  During  1993,  a  year 
prior  to  Travis'  arrival,  sales  at  the 
Beaumont  location  were  $800,000. 
With  Walton's  touch,  they  reached 
$5.3  million  last  year. 

Walton  took  Travis  public  last 
summer,  selling  46%  of  the  company, 
1.88  million  shares,  at  $9  per  share. 
Walton  and  some  of  his  partners 
cashed  in  a  small  number  of  shares  for 
themselves,  but  most  of  the  proceeds, 
$12  million,  went  into  the  corporate 
treasury.  Thus  fortified  with  fresh 
cash,  Walton  plans  to  enter  Florida  on 
his  quest  to  achieve  $300  million  in 
revenues  in  five  years,  while  expand- 
ing from  6  to  17  southern  states. 

That's  an  ambitious  goal:  Robert- 
son, Stephens  analyst  Lauren  Cooks 
Levitan  estimates  Travis'  revenues  for 
the  fiscal  year  ending  Sept.  30,  1998 
at  just  over  a  third  of  that,  $107  mil- 
lion. So  you  can  bet  that  a  lot  of  the 
Southeast's  more  prominent  boat 
dealers  are  going  to  be  getting 
"friendly"  buyout  offers  from  Travis 
over  the  next  few  years.  H 
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A  story 
of  leadership; 


1992 

SAP  introduces  R/3,"  client/server 
software  destined  to  change  the  way 
businesses  do  business. 


1992 

By  making  R/3  Year  2000— compliant, 
SAP  solves  the  biggest  problem 
facing  the  computing  world  years 
before  it's  a  problem. 


1996 

R/3  3.1  named  "Technology  of 
the  Year"  by  Industry  Week  magazine. 


1996 

With  the  release  of  R/3  3.1  Internet,  SAP 
changes  the  world  of  business.  Again. 


1996 

SAP  addresses  the  unique 
needs  of  emerging  corporations 
with  the  introduction  of  the 
Certified  Business  Solutions  (CBS)  program 


1997  1997  1997 

A  record  750  customers  go  live  25,000  Motorola  employees  go  live  with  Reebok  adds  SAP  Retail  to  its 

in  one  month.  the  R/3  HR  and  Payroll  applications,  manufacturing  solution  to  create  a  truly 

establishing  a  foundation  for  managing  streamlined,  global  supply  chain, 

employee  information  worldwide. 

SAP.  R/3.  .he  SAP  loBo.  ind  A  Heller  Rnum  On  Informal  Jte  the  regrnered  or  unrein.  .  .    |  SAP  AG  All  other  product,  or  eornpjniei  mentioned  in  thi,  idvermement  ni»y  be  the  registered  ot  unregmeted  mdemifki  of  their  ropcettve  tompinie,  »nd  ire  hereby  itknowledged    01 W  SAP  Amenc  IncJ 


R/3  Implemented 
ineyrty-e^itdays. 
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1993 

SAP  gains  momentum  while 
the  customer  installation  base 
grows  to  over  1,900. 


1994 

SAP  makes  headlines  by 
implementing  R/3  for 
The  Seattle  Times  in  88  days. 


1995 

SAP  voted  one  of  the  Top  10  software 
vendors  by  Software  Magazine  3  years  in  a  row. 


whom 

T 


1996 

SAP  named  the  number  one 
company  of  the  Manufacturing 
Systems  Software  Top  50. 


1996 

AcceleratedSAP  program  introduced, 
making  rapid  implementation  a  reality. 


a.  $  a 


1995 

SAP  opens  the  door  for  more  companies 

worldwide  to  work  their  best  with 
the  release  of  R/3  industry  solutions. 


1997 

Since  the  introduction  of  R/3, 
SAP's  customer  installation  base  has 
grown  to  over  10,000. 


A  Better  Return  On  Information:'" 


To  get  the  full  story  on  how  SAP  can  help  your  business, 
visit  us  at  http://www.sap.com  or  call  1-800-283-1  SAP. 


Impoverished  southern  Italy  is  an  unlikely  spot  to  find  a  global  company- 
but  then  it  is  lucky  to  have  spawned  Pasquale  Natuzzi. 

A  methodical  man 


By  Richard  C.  Morais 

Santeramo  del  Colle  is  in  a  part  of 
southern  Italy  where  unemployment 
is  high,  heroin  addiction  common 
and  politics  corrupt.  Yet  amidst  this 
seeming  hopelessness  there  thrives  a 
paragon  of  free  enterprise  job  cre- 
ation, Industrie  Natuzzi  SpA. 
Natuzzi  produces  handmade  leather 
furniture  for  a  world  market.  It  had 
revenues  last  year  of  $553  million  and 
profits  of  $76  million.  Its  adrs  trade 
on  the  New  York  $tock  Exchange  for 
$26  per  share,  or  19  times  1997 
earnings  estimates. 

The  company's  founder  and  name- 
sake, Pasquale  Natuzzi,  57,  is  a 
native  of  the  area.  His  hometown  is 
the  neighboring  Matera,  30  miles 
southwest  of  Bari,  so  backward  that 
half  of  its  20,000  residents  still  lived 
in  caves  in  the  late  1950s.  The  cave 
dwellers  now  inhabit  apartments,  but 


open  sewers  still  run  through  the 
ancient  town. 

But  step  into  the  company  head- 
quarters. Stern -faced  employees  sit  in 
front  of  computer  terminals  hedging 
yen  and  dollars,  snapping  up 
cowhides  in  Scandinavia,  booking 
containers  on  cargo  ships  to  the 
Pacific,  redesigning  assembly-line 
software.  The  pace  is  furious,  the 
technology  au  courant. 

Natuzzi  has  an  estimated  25%  of 
the  U.S.  leather  furniture  market. 
Sears'  HomeLife  stores  announced  in 
June  that  they  wanted  to  sell  Natuzzi 
products  but  were  told  the  earliest 
they  could  have  delivery  was  toward 
the  new  year. 

Natuzzi,  whose  trim,  fit  build 
makes  him  look  like  a  welterweight 
boxer,  runs  an  impressively  efficient 
operation.  One  look  at  him — the 


trademark  floral  shirt,  the  fastidious- 
ly creased  pants,  the  steel-rimmed 
glasses — and  you  know  that  this  is  an 
executive  who  needs  things  to  be 
precise. 

How  did  a  man  from  so  remote 
an  area  build  a  business  that  ships  to 
the  four  corners  of  the  world?  In 
part,  by  accident.  Natuzzi  was 
trained  as  a  carpenter  but  was  soon 
selling  simple  sofas  off  the  street 
(Forbes,  Nov.  7,  1994). 

In  the  1970s  and  1980s,  when  he 
was  struggling  to  build  his  business 
by  making  leather  furniture  an  afford- 
able middle-class  purchase,  many 
small  Italian  stores  wanted  to  buy 
sofas  from  him  but  only  if  he  would 
help  them  avoid  Italy's  crushing 
taxes.  "They  ask  for  three  sofas,  but 
invoice  for  just  one  or  two,"  he  says. 
"Everyone  was  trying  to  be  smart. 
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Sofa  producer 

Pasquale  Natuzzi 

and  his  hometown, 

Matera 

The  town  is 

backward 

but  the  company 

very  up  to  date, 

offering  sofas 

in  a  million 

variations 

to  customers 

around  the  world. 
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WE  MEASURE  OUR  EFFICIENCY  IIM  TO  IMS, 


At  Cemex,  we're  as  committed  to  creating 
refuge  for  wildlife  as  we  are  to  manufacturing 
cement  for  mankind.  Since  installing  the  first 
pollution  control  devices  in  our  plants  in 
1965,  we've  initiated  environmental  measures 
in  all  of  our  plants  and  their 
surrounding  regions.  Whether  we're  help 


ing  conservation  projects  to  save  rare 


species  or  creating  green  areas  around 


our  plants,  we're  dedicated  to  working  in 


harmony  with  nature.  You  see,  we're  not 


just  making 


cement,  we're  Duuaing  a  Dener  worm,  iu 


learn  more,  visit  our  web  site  at 


www.cemex.com. 


/A 


MM  CGITIGX 

THE     WORLD'S     CEMENT  COMPANY. 


Building  a  Better  World 


AND  SOMETHING  MORE  PRECIOUS. 


Our  environmental  efforts  help  preserve  species  like  the  sea  turtle. 


But  if  the  taxman  came,  I  would  be 
the  one  in  trouble." 

So  "I  had  to  look  for  clients  over- 
seas." In  1982  he  went  to  New  York 
and  sold  100  sofas  to  Macy's  for 
$445  each.  Macy's  sold  them  at  retail 
for  $999.  Today  40%  of  Natuzzi's 
revenues  come  from  the  U.S. 

Natuzzi  offers  over  a  million  varia- 
tions of  his  product — from  regulation 
fire-retardant  foam  for  Californians  to 
the  hard  seats  preferred  by  Germans. 
Each  year  the  company  adds  125  new 
models,  available  in  250  different 
leathers.  "This  is  a  fashion  business," 
says  Natuzzi.  The  hot  sofa  this  season 
looks  like  crocodile. 

Manufacturing  leather  furniture  is 
labor-intensive,  and  Natuzzi's  impov- 
erished home  turf  has  no  shortage  of 
potential  workers  available  for  train- 
ing. Behind  each  worker  trained  to 
be  a  craftsman,  stands  a  sophisticated 
computer  system  with  software 
designed  in-house.  It  keeps  track  not 
only  of  product  variations  but  also  of 
production,  shipping  and  finance. 

"I  move  slow  because  everything 
has  got  to  be  right.  I'm  a  perfection- 
ist," says  Natuzzi. 

He  is  investing  $340  million  over 
five  years  to  double  capacity  to  some 
9,000  chairs  and  sofas  per  day. 
Today — now  that  he  is  a  success — the 
EU  and  Italian  governments  are  offer- 
ing to  subsidize  almost  40%  of  the 
expansion  costs.  He'll  take  the  money 
if  it  shows  up  in  his  bank  account, 
but  he's  clearly  skeptical.  In  1974  his 
Matera  factory  burned  down,  and  he 
moved  to  Santeramo  when  the  mayor 
there  promised  to  bring  roads  and 
utility  lines  to  his  site.  It  never 
happened. 

His  methodical  personality — and 
his  willingness  to  plow  back  profits — 
shows.  Each  craftsman  has  a  comput- 
er terminal  that  provides  instructions 
on  how  to  assemble  the  model  in 
front  of  him.  It  also  keeps  track  of 
speed  and  quality.  We  watch  as  a 
sewer  stitches  a  tan-colored  hide  at  a 
furious  speed,  entering  her  number 
into  the  terminal  when  she's  finished. 
If  she  does  it  more  quickly  than  the 
expected  time,  the  computer  adds  a 
bonus  to  her  check;  should  the  sofa 
fall  apart  in  two  years,  the  computer 
claws  back  her  pay. 

Natuzzi's  software  deconstructs 
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every  sofa  design  into  cents'  worth 
of  thread,  screws,  foam,  leather,  even 
labor.  Should  the  price  of  Argen- 
tinean hides  or  German  dyes  rise  one 
day,  employees  in  Santeramo  enter 
the  new  prices  into  the  computer, 
and  the  costs  for  all  sofas  with  that 
leather  and  those  colors  are  immedi- 
ately recalculated.  "Everything  has 
to  be  clear  for  me,"  says  Natuzzi. 
"Why  this  penny?  Where  is  it 
going?" 

Natuzzi's  obsession  with  costs  and 
control  extends  to  the  shipping 
department.  Watch:  It's  time  to  ship 
93  sofas  to  a  customer  in  San  Fran- 
cisco. An  employee  uses  house- 
designed  software  to  run  through  30 
different  ways  of  packing  the  furni- 
ture. In  the  end  packers  are  given 
detailed  instructions  on  how  to  posi- 
tion the  pieces  so  that  90%  of  the  40- 
foot  container  is  used. 

Natuzzi  takes  a  tough  line  with 
customers.  They  must  pay  in 
advance — or  pay  an  insurance  premi- 
um for  not  doing  so.  Natuzzi  has  a 
direct,  real-time  link  into  Citibank. 
"Our  customers  pay  locally  into  our 
Citibank  accounts  around  the 
world,"  says  the  company  treasurer, 
Vittorio  Notarpietro.  Most  cus- 
tomers must  order  by  the  container. 
And  they  must  spend  their  advertis- 
ing dollars  pushing  the  Natuzzi 
name.  Result:  Natuzzi's  $76  million 
net  earnings  equaled  almost  14%  of 
1996  sales. 

But  the  customers  have  good 
reason  to  keep  coming  back.  It's  not 
just  the  design  flair.  With  his 
extremely  efficient  operation  and 
highly  skilled,  relatively  low  cost 
labor,  Natuzzi  can  deliver  a  sofa  in 
the  U.S.  for  some  20%  less  than 
Macy's  paid  in  1982. 

Today  a  Natuzzi  fire  truck  sits  in 
the  corporate  parking  lot,  a  symbol  of 
present-day  Italy,  a  place  where 
vibrant  free  enterprise  exists  cheek  by 
jowl  with  corrupt  and  inefficient  gov- 
ernment. Pasquale  Natuzzi — now 
worth  at  least  $700  million  and  sur- 
rounded by  bodyguards — is  prepared 
to  put  out  his  own  fires.  "You  have  to 
rely  on  yourself,"  he  says.  By  relying 
on  himself  and  maintaining  rigorous 
standards,  Pasquale  Natuzzi  has 
brought  a  degree  of  prosperity  to  a 
depressed  patch  of  earth. 
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Introducing  the  new  Libretto. 
The  1.85  lb.  phenomenon. 

Don't  let  the  size  fool  you.  What  you're 
looking  at  is  the  innovation  that  will  set  the 
highest  of  industry  standards  in  the  tiniest 


SIZE  AND  WEIGHT 

At  8.3"  x  4.5"  x  1.3"  and  only  1.85  lbs., 
the  Libretto  is  so  small  and  light  it's 
the  perfect  companion. 


of  places.  Capable  of  running  Windows®  95, 


yet  compact  and  light  enough  to  fit  in  the 


palm  of  your  hand.  There  is  no  other  computer 


like  it.  Introducing  the  Libretto®  50CT.  The 


first  portable  of  its  kind.  A  mini-notebook 


pentium- 


PENTIUM®  PROCESSOR 

A  powerful  Pentium®  processor 
delivers  all  the  performance  you  need. 


that  allows  you  to  access  e-mail,  work  on 


spreadsheets  or  even  update  your  handicap 


from  just  about  any  fairway.  So  light  and 


small  it's  the  perfect  communication  and 


information  manager.  With  the  Libretto 


Ill  ))s 


CONNECTIVITY 

With  the  PC  card  slot  you  can  stay 
connected  with  a  modem  and  hook 
up  to  a  floppy  disk  drive  or  CD-ROM 
Expenence  wireless  connectivity  with 
built-in  infrared  capabilities. 


you'll  definitely  improve  your  game.  And 
everything  we  do  is  designed  to  provide  you 
with  the  tools  to  do  just  that.  After  all,  we 
share  a  simple  philosophy  Always  Lead™ 


DesignecTfor 


Microsoft" 
Windows*95 

WINDOWS  95  PERFORMANCE 

The  only  mini-notebook  to  run 
Windows  95. 


Libretto  50CT 


•6.1"  dm  active-matrix  TFT  color 
display,  640  x  480  resolution 

•  75MHz  (2  9v)  Pentium* 
processor,  16KB  internal  cache 

•  810  million  byte  (=772MB)  HDD 

•  16MB  EDO  DRAM 
(expandable  to  32MB) 


•  Built-in  16-bit  audio  with 
internal  speaker 

•  External  floppy  disk  drive 

■  One  Type  II  PC  Card  slot 
supports  modem,  floppy  disk 
dnve  or  optional  CD-ROM  dnve 

•  Lithium  Ion  battery 


•  Senal  Infrared  IiDA 
compliant  port 

•  Libretto  Accupoint"" 
pomting  device 

•  Optional  Enhanced  Port 
Replicator  or  optional 
Port  Expander 


■1.85  lbs 
•8.3'x4.5'xl3- 

•  Windows  95  standard 

•  1-year  limited  wananty 

•  Toll-free  technical  support  - 

7  days  a  week,  24  hours  a  day 


For  more  information,  visit  http://computers.toshiba.com,  or  call  1-800-457-7777. 


In  Touch  with  Tomorrow 
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America  in  black  and  white 


BY  THOMAS  SOWELL 


Dr.  Thomas  Sowell  is 
an  economist  and  a 
senior  fellow  at  the 
Hoover  Institution  in 
Stanford,  Calif. 


History  does  not  get  taught  as  much  these 
days  as  it  once  did — but  it  gets  misused  a  lot 
more,  perhaps  because  so  few  people  know 
what  really  happened  in  the  past,  and  are 
therefore  much  easier  to  deceive  and  manipu- 
late politically.  Nowhere  is  this  more  true  than 
in  the  history  of  race  relations  in  America. 

Fortunately,  a  very  thorough  and  penetrat- 
ing history  of  contemporary  race  relations  and 
racial  policies  in  the  United  States  has  just 
been  published — America  in  Black  and  White 
by  Stephan  Thernstrom  and  Abigail  Thern- 
strom.  This  book  is  in  a  class  by  itself  when  it 
comes  to  telling  and  analyzing  what  has  been 
happening  in  this  country  on  the  racial  front 
over  the  past  two  generations. 

So  many  myths  and  misunderstandings 
guide  our  political  policies,  and  even  our 
courts  of  law,  that  America  in  Black  and 
White  is  especially  valuable  in  confronting 
falsehoods  with  facts. 

One  of  the  most  pervasive  and  influential 
misconceptions  is  that  blacks  owe  their  eco- 
nomic advancement  to  the  civil  rights  laws  in 
general  and  to  affirmative  action  in  particular. 
The  authors  show  that  the  fastest  economic 
and  occupational  advancement  for  blacks 
came  during  the  1940s  and  1950s — before 
the  civil  rights  revolution.  As  the  upward 
trend  continued  in  later  years,  the  civil  rights 
movement  and  liberal  politicians  claimed 
credit,  as  if  this  had  not  been  going  on  before. 

Nevertheless,  the  need  for  civil  rights  legis- 
lation is  demonstrated  by  the  painful  history 
of  racial  discrimination  and  oppression,  espe- 
cially in  the  South.  Moreover,  the  social  and 
political  impact  of  the  Civil  Rights  Act  of 
1964  and  the  Voting  Rights  Act  of  1965  were 
dramatic.  The  bitter  situation  in  the  South 
before  these  landmark  pieces  of  legislation  is 
spelled  out  clearly,  in  a  way  that  will  open 
many  old  wounds  for  those  of  us  who  lived 
through  that  era.  However,  the  Thernstroms 
do  not  simply  use  the  past  to  justify  later  poli- 
cies and  actions  that  have  had  serious  prob- 
lems of  their  own. 

They  in  fact  point  out,  for  example,  the 
chilling  parallels  between  the  way  white 
defense  attorneys  once  used  racial  appeals  to 

hire  juries  to  get  white  defendants  acquit- 
ted for  crimes  committed  against  blacks  and 
the     v  Johnnie  Cochran  used  very  similar 
appeals  i  >  racial  emotions  and  bias  to  get 
OJ.  Simpson  acquitted.  They  bring  out  the 


ugliness  of  both  situations,  rather  than  depict 
one  as  a  justification  for  the  other. 

In  a  similar  vein,  America  in  Black  and 
White  shows  the  bitter  and  determined  resis- 
tance to  desegregating  public  schools  in  the 
South  and  the  ingenious  but  disingenuous 
maneuvers  used  to  evade  the  Supreme 
Court's  1954  desegregation  decision  in 
Brown  v.  Board  of  Education.  When  judicial 
frustrations  finally  led  to  new  court  orders 
that  now  included  busing  to  achieve  racial 
balance,  the  judges  and  justices  likewise 
engaged  in  clever  but  disingenuous  argu- 
ments, in  order  to  seem  to  be  basing  these 
orders  on  the  Constitution. 

A  pervasive  misconception  is  that 
blacks  owe  their  economic 
advancement  to  the  civil  rights  laws. 


Unlike  other  studies,  which  treat  the  busing 
issue  as  simply  a  moral  or  legal  issue,  this  book 
looks  at  it  also  in  terms  of  what  this  decades- 
long  battle  actually  accomplished  for  the  edu- 
cation of  blacks — which  was  very  little. 

More  than  most  histories,  America  in  Black 
and  White  traces  the  development  of  black 
people  themselves,  rather  than  simply  the 
actions  and  attitudes  of  white  people  toward 
blacks.  Most  blacks,  for  example,  had  only  an 
elementary  school  education  as  late  as  1940. 
No  small  part  of  the  later  economic  rise  of 
blacks  was  a  result  of  getting  more  years  of 
schooling.  Migrating  out  of  the  Jim  Crow 
South  was  another  factor. 

Retrogressions  are  as  much  a  part  of  the 
story  as  the  successes  that  are  so  often  cele- 
brated. These  retrogressions  include  not  only 
such  things  as  soaring  crime  rates  and  family 
breakdowns  in  ghettos  across  the  country, 
they  also  include  a  growing  self- isolation  of 
many  blacks  from  mainstream  America  and 
their  growing  susceptibility  to  demagoguery 
and  conspiracy  theories.  Perhaps  most  omi- 
nous of  all,  it  includes  a  growing  tendency 
among  ghetto  youngsters  to  reject  academic 
achievement  as  "acting  white." 

None  of  this  is  simplified  by  the  Thern- 
stroms. Indeed,  they  puncture  many  of  the 
over-simplified  explanations  currently  in  vogue. 
America  in  Black  and  White  is  a  penetrating 
analysis,  as  well  as  a  superb  history.  It  should 
be  "must"  reading  for  anyone  concerned 
about  race  and  race  relations  in  America.  Bi 
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ADVERTISEMENT  2 


Five  years  ago,  the  SkyTel  U.S.  Corporate  Golf  Championship  made  its  debut. 
Thirty  tournaments  and  nearly  $500,000  in  charitable  donations  later,  the  cham- 
pionship has  become  a  crossroads  where  generosity  and  the  competitive  spirit 
come  together.  Even  in  the  exclusive  settings  where  the  matches  have  been 
played  since  1993,  a  sense  of  connection  pervades.  Four-player  teams  compete 
I  to  win  funds  for  a  range  of  charitable  causes,  and  they  stay  in  touch  on  the 
1  golf  course  through  the  instant  communications  provided  by  the  SkyTel  pagers 
1  clipped  to  their  belts. 

I    What  follows  is  a  chronicle  of  the  1997  edition  of  the  world's  premier  corpo- 
p  rate  golf  tournament  —  the  double-bogeys  along  with  the  birdies.  Should  you 
I  read  about  the  play  of  a  colleague,  an  old  classmate,  a  competitor  or  an  asso- 
1  ciate,  remember,  everyone  in  the  field  is  out  there  for  a  good  cause,  and 
I  they're  giving  it  all  they've  got. 


Left:  Jim  Wendling  delivers 
from  the  sand  for  Amdahl. 
Below:  Riviera  C.C.  played 
second-toughest  among  the 
five  regional  venues  for  1997. 


The  Riviera 
Country  Club, 
Pacific  Palisades, 
California, 
March  17,  1997 


UA  IN  HOGAN'S 
QfJ  ALLEY,  AMDAHL 
f$%    BREAKS  300 

AND  WINS 

From  the  villa-style 

Riviera  clubhouse 

to  the  famous  golf 
|A    links  below  is  a  drop  of  80 
~L  *    feet  or  more.  Executives  who 

meet  on  Riviera's  outdoor  patio 

prior  to  the  SkyTel  Western 
^^^L    Regional  must  feel  like 

contestants  in  a  Mexican 
cliff-diving  event.  Barranca-slashed 
fairways  spread  beneath  them  like  the 
legs  of  a  poisonous  sj  ider.  The  relent- 
less Pacific  wind  threatens  to  prevail 
over  any  group  of  middle-handicappers, 
corner-office  titans  included.  So  the 
players  march  down  an   .    ant  buffet 
line,  scoop  their  ration  of  Davidoff 


cigars  and  then  take  the  plunge.  Now 
and  then,  one  will  key  in  a  satellite 
message  to  the  golf  gods  on  a  SkyTel 
2 -Way  Pager. 

Riviera  Country  Club  has  been 
known  as  Hogan's  Alley  since  Ben 
Hogan  won  a  couple  of  L.  A.  Opens 
along  with  the  1948  U.S.  Open  on  its 
par-71,  6,950-yard  course.  This  year, 
the  eucalyptus-lined  layout  permitted 
only  one  team  to  better  the  perfect 
score  (perfect  for  bowlers)  of  300. 
Amdahl  Corp.,  a  Silicon  Valley  hard- 
ware-software company,  bettered  its 


second-place  showing  of  two  years 
ago.  to  produce  a  combined  net  score 
of  15 -over  299  that  topped  the  field. 

Amdahl's  Chuck  Fonner,  who  fin- 
ished at  77,  net  70  to  pace  his  team, 
thumped  a  drive  off  the  par-5  first 
hole,  then  busted  a  three-wood  into 
gnarly,  kikuyu-grass  rough  about  30 
feet  from  the  green.  Despite  having 
to  land  it  on  a 
downslope,  he 
somehow  made 
his  wedge  shot 
stop  10  feet 


INTRODUCING  SKYWORD  PLUS. 
NOW  EVEN  WHEN  YOU'RE  OUT  OF  RANGE, 
YOU'RE  NEVER  OUT  OF  TOUCH. 


Introducing  Sky  Word®  Plus. 


The  first  nationwide  paging  service  that 
stores  your  messages  when  you  go  out  of  range  and  automatically  delivers 
them  when  you  get  back.  It's  also  an  incredible  value.  See  for  yourself: 


Features 

SkyWord  Plus 

Guaranteed  Delivery 

/ 

Nationwide  Store  and  Deliver 

/ 

Protection  Against  Garbled  Messages 

/ 

Internet  Messaging 

/ 

600  10-Character  Messages 

/ 

Monthly  Cost 

$24.95 

Sk/Tel^ 


1  1   \<  8  0  0  -  7  9  8  -  6  8  2  2 


visit  www.skytel.com 


SkyTel  features  advanced  messaging  pagers  by  Motorola 
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below  the  hole,  then  used  body  English 
to  coax  his  birdie  putt  home.  Fonner 
had  to  settle  for  par  on  the  par-3  14th, 
stubbing  a  five-foot  birdie  attempt 
before  tapping  in.  But  he  did  score  a 
birdie  on  the  dramatically  bunkered 
par-3  16th,  thanks  to  a  perfect  middle 
iron  shot  that  stopped  right  at  gimme 
range.  Fonner  was  seen  proudly  clad 
in  the  Skyy  Vodka  bomber  jacket  sig- 
nifying his  victory  in 
Skyy's  closest-to-the- 
pin  contest  on  No.  16. 

Ollie  Nutt,  chief  of 
Amdahl  marketing, 
played  alongside 
Fonner  at  a  matching 
handicap  of  7.  Nutt 
managed  a  natural 
birdie  of  his  own  at 
the  dangerous  par- 5 
1 1th,  but  had  no  pars  to  go  with  it  on 
a  back  nine  that  totaled  44,  gross.  His 
40  on  the  front  side  left  the  veteran 
SkyTel  competitor  with  an  84,  net  77. 
Nutt's  workmanlike  outing  was  typi- 
fied by  the  par  he  crafted  on  No.  1 , 
which  took  him     m  the  tee  to  the 
rough,  to  anothei    i  h  of  rough,  to  a 
greenside  bunker,  t      ;pot  six  slippery 
feet  above  the  hole,  ,     afely  in. 

The  other  Amdai  •  me  of  Jim 

Wendling  and  Jim  W      xom  started 


on  No.  7  and  played  consistently 
along  with  just  the  occasional  glitch. 
Wahlstrom  recovered  from  an  8  on 
No.  9  with  a  five-hole  string  in  which 
he  was  3-under,  net.  Wendling  is  a  9- 
handicapper  who,  like  Wahlstrom,  did 
not  play  on  the  1995  Amdahl  squad 
that  made  the  National  Finals. 
Wendling  overcame  a  shaky  start  to 
rattle  off  five  pars  in  a  six-hole  stretch, 


Most  Money  Won  for  Charity: 

$42,000  won  overall  for  The 
Haven  (includes  corporate  matching  funds). 


$26,000  won  in  a  single  year 
for  Pathway  House  for  Children  (includes  corporate 
matching  funds). 


beginning  with  a  4  on  the  430-yard 
15th,  Riviera's  second-toughest  hole. 

Perennial  western-region  finalists 
like  Taylor  Made  Golf  and  Country- 
wide Funding  showed  up  to  play  as 
usual,  but  this  year's  second  and  third 
spots  were  snared  by  newcomer  teams 
representing  Southern  California 
Bank  (SCB)  and  the  international 
publishing  company,  Lexicon  School 
of  Languages.  Southern  California 
Bank  notched  a  team  total  of  net 


302,  18  over  par,  and  Lexicon  was  a 
few  shots  higher  at  net  305. 

For  SCB's  David  McCoy,  a  round  of 
94,  net  80,  was  highlighted  by  a  chip- 
in  birdie  on  No.  7.  McCoy's  L-wedge 
from  20  feet  emerged  from  the  heavy 
rough,  skipped  uphill  once  or  twice 
and  disappeared  into  the  hole. 
Playing  partner  Ed  Gerber,  an  18- 
handicap,  described  his  birdie  on  the 
par-5  first  hole  as  "a  lifetime  achieve- 
ment." Gerber  hit  a  solid  drive,  a  3- 
wood  to  about  90  yards  short  of  the 
green,  a  wedge  to  12  feet  and  a  putt 
that  found  the  bottom  of  the  cup. 

The  two  other  Southern 
California  Bankers,  Alan  Docherty 
and  Jim  Nielsen,  avoided  risky  shots 
to  record  net  scores  of  74  and  76, 
respectively.  Nielsen,  tugging  on  his 
straw  hat  in  the  chilly  coastal 
breeze,  played  his  first  five  holes  in 
2-under,  net,  including  a  net  par  on 
the  much-televised  uphill  18th. 

Lexicon  was  led  by  company  presi- 
dent Jaime  Daher,  whose  2-under  net 
69  was  one  of  the  day's  low  scores. 
Daher,  a  15 -handicap,  did  his  damage 
on  the  front  nine,  making  a  net  eagle  2 
on  the  par-4  fifth,  to  go  with  four  nat- 
ural pars  on  that  side. 
He  faltered  a  bit  on 
Riviera's  ticklish 
10th,  placing  his 
drive  nicely  but 
chunking  his  110- 
yard  approach  shot 
and  settling  for  net 
bogey.  Peter 
Kurhajec,  Daher's 
playing  partner,  also 
bogeyed  the  10th,  although  his  2  5 -foot 
par  putt  did  hang  on  the  edge  of  the 
cup  for  a  moment.  Matching  net  scores 
of  80  were  turned  in  by  the  other 
Lexicon  pairing,  Mark  Hanks  and 
David  Feuerhelm.  Hanks  and  Kurhajec 
each  took  bold  runs  at  the  prize 
Cadillac  available 
to  any  player  who 
could  hole  their 
tee  shot  on  No. 
14-  Kurhajec 


WOLF 


'A, 


If  you  play  golf  as  aggressively  as  you  run  your  business,  move  to  a  state  that's  driven  to  accom- 
modate both:  Virginia.  We  have  over  135  golf  courses  all  up  and  down  our  Blue  Ridge  Mountains, 
alongside  our  legendary  rivers  and  overlooking  our  beaches  and  bays.  We  also  have  a  corporate 
income  tax  rate  that  hasn't  increased  since  1972.  A  location  that's  within  750  miles  of  60%  of 
the  US  market.  And  the  distinction  of  being  the  northernmost  right-to-  lf1B%^B«BB  B 
work  state  east  of  the  Mississippi.  In  short,  we've  taken  all  the  hazards  out  VIRfalMlfil 
of  doing  business  and  put  them  where  the\  belong:  On  the  golf  course.  WlflVllllH 

i 


For  more  information,  contact  Wayne  Sterling,  CED,  Executive  Director,  Virginia  Economic  Development  Partnership,  P.O.  Box  798,  Richmond,  Virginia,  23218-0798.  Jelephone  804-371-8202.  fax  804-786-1121. 
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came  within  four  feet  and  Feuerhelm 
landed  one  hole-high  that  didn't  quite 
spin  back  far  enough. 

But  there  was,  indeed,  one  ace  that 
day.  It  was  made  on  Riviera's  famed 
sixth  hole  (that's  the  par-3  with  the 
bunker  in  the  middle  of  it)  by  Novell 
corporate  counsel  David  Bradford. 
Bradford's  hole  in  one  was  the  second 
in  his  golf  career  and  the  fourth  in 
Sky  Tel  U.S.  Corporate  Golf  annals. 
From  the  moment  the  ball  left  the 
face  of  Bradford's  6-iron  it  was  wear- 
ing the  flag,  but  the  shot  actually 
hung  on  the  lip  of  the  hole  for  more 
than  a  minute  before  falling  in. 

Cadillac's  gleaming  giveaway  sedan 
was  parked  safely  beside  the  14th  tee  a 
quarter-mile  away,  leaving  Bradford 
with  an  acer's  bragging  rights  and  a 
special  $500  pro-shop  certificate  from 
sixth-hole  sponsor  Teleport  Communi- 
cations Group  (TCG).  The  other  good 
news  was  that  SkyTel  was  footing  the 
evening's  bar  and  dinner  bill,  which 
meant  Bradford  didn't  have  to  worry 
about  buying  drinks  all  'round. 


[ 


The  Golf  Club  of  Georgia, 
Alpharetta,  Georgia, 
April  22,  1997 


TWELVE  FRESH 
FACES  COME  IN 
FROM  THE  RAIN 

In  a  golf  tourna- 
ment twice  halt- 
ed by  bursting 
rain  clouds  and 
the  blare  of  light- 
ning sirens,  you 
might  expect 
Colin  Fraser  to 
weather  the  emo- 
tional storm.  As 
head  of  the 
marine  division 
for  America's 
largest  multina- 
tional insurance 
company,  Fraser 
would  naturally 
buoy  the  efforts 
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of  tournament  newcomer 
American  International 
Group  (AIG),  right?  In 
fact,  he  nearly  scuttled 
them,  reeling  off  four  con- 
secutive double-bogeys  on 
holes  11  through  14  of 
the  ever-difficult  Golf 
Club  of  Georgia. 

"Not  an  opportune 
time  to  choke,"  mused 
Fraser  after  his  round. 
"Fortunately,  we  had 
Jack  Chaff  in  and  Peter 
Jarrod  playing  good  golf 
and  our  fourth  guy,  Tim 
Bily,  who  was  playing 
great."  Bily,  a  13-handi- 
cap,  began  the  day  with 
a  par  at  the  342-yard 
eighth  hole,  then  went 
birdie-birdie-birdie  on 
the  9th,  10th  and  the 
bearish  11th  —  a  536-yard  par-5  that 
is  the  No.  1  stroke  hole  on  the  Golf 
Club  of  Georgia's  Lakeside  18. 

Chaffin  played  classic  SkyTel  golf 
for  a  9-handicapper:  five  pars  over  his 
first  six  holes,  then  a  nightmare  8  on 
the  par-4  14th.  But  he  pulled  himself 
together  and  played  two-over  gross 
for  the  final  four  holes  that  the 

weather  permitted. 

His  playing  partner 
was  Jarrod,  AIG's  VP 
of  operations,  whose 
handicap  is  20.  The 
twosome  clicked  well 
together.  Jarrod 
scraped  out  a  bogey 
on  his  first  hole,  the 
eighth,  but  found  his 
footing  by  making 
par  on  the  par-5  9th 
hole,  which  doglegs 
to  the  right  and 
demands  a  well- 
placed  third  shot 
over  water  to  a  steep, 
two-tiered  green. 
Fraser,  who  was  in 
the  midst  of  a  swing 
change  ("making  my 


Dick  Corporation 

6/26/95 
The  Creek  Club 
17th  hole 


AM-RE  Managers 
6/24/96 
The  Creek  Club 
4th  hole 


CIBC  Wood  Gundy 
9/9/96 

The  Homestead 
Cascades  Course 
8th  hole 


Novell 

3/17/97 
Riviera  Country 
Club,  6th  hole 


Colin 

<*t  A5i* 

toes  cff. 


plane  more  vertical,"  he 
notes),  figures  to  be  in 
fighting  trim  come  the 
national  finals. 

Skies  were  clear  for 
the  1:00  shotgun  start, 
but  this  little  corner  of 
Dixie  stands  at  high  ele- 
vation, in  a  spot  where 
cool  and  warm  air  often 
collide  in  springtime. 
With  a  system  rolling  in 
from  the  west,  word  of  a 
stoppage  went  out  over 
the  SkyTel  pager  network. 
Play  was  first  suspended 
after  90  minutes,  with 
the  field  having  com- 
pleted about  five  holes. 
All  20  competing  four- 
somes headed  back  into 
the  clubhouse,  where 
they  found  the  bar  open 
and  decks  of  cards  ready  for  shuf- 
fling. There  was  about  a  half-hour's 
worth  of  gin  rummy  (and  the 
Cannes  Open  telecast  on  a  big 
screen,  for  anyone  interested),  then 
back  out  to  play  at  2:55. 

Support  staffers  from  Executive 
Sports  and  Golf  Club  of  Georgia  kept 
the  transitions  smooth  and  as  pleasant 
as  possible,  but  no  earthly  force  could 
hold  off  the  second  wave  of  storm 
clouds  that  hit  the  region.  When  golf 
gave  way  to  hot  showers  and  hors 
d'oeuvres,  the  AIG  team  was  knotted 
in  a  tie  at  even  par  with  the  team  from 
GTE  Customer  Networks.  Following 
the  time-honored  SkyTel  match-of- 
cards  policy,  the  tournament  commit 
tee  went  to  the  first  hole  on  the  course 
that  was  played  by  both  teams,  the  9th 
AIG's  foursome  was  even-par  net  on 
No.  9,  while  the  GTE  group  was  a 
combined  2-over. 

The  CEO  of  GTE  Customer 
Networks  is  Dave  Fanning,  who 
serves  on  Golf 
Club  of  Georgia's 
board  of  directors 
—  so  he  knows 
the  course  a  bit. 
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Fanning  certainly  knows  the  par-3  sev- 
enth, where  he  planted  a  7-iron  hole- 
high  and  10  feet  from  the  cup.  He 
missed  that  putt,  unfortunately,  and 
made  matters  worse  by  taking  a  triple- 
bogey  7  on  the  next  hole.  Fanning,  a 
14-handicapper,  posted  no  other 
crooked  numbers,  however.  And  his 
net  eagle  on  the  cozy  345-yard  12th 
hole  helped  decide  the  outcome. 

Warner  Croft,  an  Austin-based  col- 
league, played  alongside  Fanning  and 
kept  the  ball  in  play  all  day  —  no 
mean  feat  for  a  23-handicapper  on  the 
slick  greens  and  canted  fairways  of 
this  acclaimed  Arthur  Hills  layout. 
Croft's  highlight  was  a  natural  birdie 
on  the  scenic  par-5  ninth.  After  a 
solid  drive,  Croft  laid  up  in  front  of  an 
ornamental  pond  with  a  4-iron,  then 
flipped  a  wedge  safely  on,  though  a 
good  40  feet  below  the  hole.  "I  was  in 
three-putt  land,"  said  Croft.  "The  fact 
that  it  went  in  was  pure  luck."  Chuck 
Collins  and  Ed  Brenner,  the  other 
GTE  twosome,  were  a  combined  1 1- 
over  gross,  even-par  net.  Neither 
golfer  made  worse  than  double-bogey 
gross  on  any  hole,  with  Collins  get- 
ting off  to  an  inspiring  first  five  holes, 
all  of  which  he  parred  to  go  2-under 
net  before  the  first  interruption. 

The  Kennesaw-based  Law 
Companies,  an  environmental  ser- 
vices outfit,  rallied  to  third  place  with 
lots  of  help  from  Kevin  Varian. 
Varian  made  a  double-bogey  and  a 
triple-bogey  on  his  final  two  holes, 
but  those  miscues  were  washed  out 
because  Varian 's  group,  playing  faster 
than  most  of  the  field,  actually  com- 
pleted 1 2  holes,  and  only  nine  could 
be  officially  counted.  On  the  official 
scoresheet,  Varian  was  a  mere  two- 
over  gross,  four-under  net.  His  play- 
ing partner,  Jerry  Dunn,  made  four 
natural  pars  but  blundered  into  a 
series  of  triple-bogeys  that  left  the 
twosome  a  mere  plus-four  net. 

Law  Companies  got  some  needed 
help  from  their  best  executive- 
athlete,  Randy  Vann.  The  former 
Georgia  Tech  varsity  outfielder  hit 


enough  balls  up  (make  that  down) 
the  middle  to  team  with  partner 
Davis  McCollum  on  a  net  two-man 
score  of  even  par.  McCollum  played 
the  Skyy  Vodka-sponsored  13  th  hole 
skillfully,  knocking  a  6-iron  to  15  feet 
on  the  174-yard  par-3,  and  two- 
putting  up  and  down  a  scary  swale  to 
make  his  par.  A  few  holes  later  he  got 
the  team  going  again,  with  a  splendid 
natural  3  on  the  par-4  16th. 


It's  official,  by  the  way:  SkyTel's 
Southeast  golf  regional  is  no  longer 
an  operating  subsidiary  of  the  Harris 
Corporation.  Over  the  first  four  years 
of  Southeast  play,  Harris  has  been  a 
fixture,  making  the  finals  all  four 
times  and  win- 


ning  the  U.S. 
Corporate  Golf 
Championship 
back  in  1995. 


'SMA  as  defined  by  the  U.S.  Bureau  of  the  Census.  All  services  not  currently  available  in  all  cities.  Fortune  500  is  a  registered  trademark  of  Time.  Inc. 


YOUR  LOCAL  MESSENGER 
SERVICE  IS  ON  THE  CORNER 


YOUR  LOCAL  COFFEE  SHOP 
IS  AROUNO  THE  CORNER. 


HOW  COME  IT  SEEMS  LIKE 
YOUR  LOCAL  PHONE  COMPANY 
IS  ON  ANOTHER  PLANET? 


Don't  wait  for  your  local  phone 
company  to  change.  change  your 
local   phone   company  to  tcg.® 

TCG  is  the  other  local  phone  company, 
the  responsive  one — the  country's  largest 
competitive  local  exchange  company,  operating 
in  57*  major  markets  and  serving  Fortune  500® 
companies  and  companies  of  all  sizes  since  1985. 
What  makes  TCG  different?  At  TCG,  we  bring  a 
refreshing  customer-first  attitude  to  servicing  your 


business.  You'll  receive  more  attention  and  quicker 
response  to  your  needs.  We  can  design  a  telecom- 
munications solution  that's  tailored  to  your  business, 
whether  you  need  basic  local  telephone  service  or 
more  advanced  applications  like  data,  video  and 
Internet  services.  And  you'll  find  TCG  can  do  it 
all  at  extremely  competitive  rates.  Can  your  local 
phone  company  do  that?  To  find  out  how  we  can 
help  your  business,  call  1-800-889-4TCG,  or  visit 
our  web-site  at  www.tcg.com. 


©J 997  Teleport  Communications  Group  Inc. 
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Hugh 
Simpson 
shows  fine 
form  for 
Cash 
America. 


Retirements  have  turned  team  cap- 
taincy over  to  veteran  Bob  Fay,  who 
didn't  play  his  best  in  the  '97  quali- 
fier. Harris  finished  in  the  middle  of 
the  pack  at  plus- 1 1 . 


Northwood  Country  Club, 
Dallas,  Texas, 
May  19,  1997 


Q    IN  ITS  SECOND  YEAR, 
#2u    CASH  AMERICA  TAKES  FIRST 

W  A  The  prestigious  Northwood 
\riw  Club  was  a  mere  six  years  old 
when  it  hosted  the  1952 
ftLj/£     U.S.  Open,  won  by  Julius 
Ufaai     Boros.  Such  a  youthful  Open 

debut  by  the  oak-studded 
■frrB*     North  Dallas 

club  is  unusual, 
0m  \     given  how  time- 
\mJ     tested  the  typical 

5 Open  course  is. 
And  Northwood 
makes  a  fitting 
venue  for  the 
first  SkyTel 
Regional  victory 

Oby  Fort  Worth- 
based  Cash 
ff  ^Hl     America.  This 
upstart  financial 
services  company  took 
second  place  under 
warm,  sunny  skies  in  its 
maiden  SkyTel  voyage 
last  year,  carding  a  net  3- 
over-par  287. 

This  year's  team,  fea- 
turing lettermen  Tommy 
Burt,  Hugh  Simpson 
and  Jodie  Mooty,  was 
paced  to  victory  in  the 
1997  Southwest  prelim 
by  newcomer  Jim 
Kauffman's  72,  net  68.  Some 
U.S.  Corporate  Championship  teams 
devise  formal  game  plans.  Cash 
America,  with  a  5-under  net  score  of 
279  that  earned  $3,000  for  the  All 
Church  Home  for  Children  charity, 
apparently  didn't. 
"We  just  kind  of  threw  it  rogether," 


said  Kaufffnan,  a  4-handicapper  at 
Mira  Vista  Country  Club.  "Tommy's 
our  captain,  and  he  and  Hugh  played 
good  solid  golf  together."  The  Burt- 
Simpson  twosome  started  on  No.  7 
and  actually  kept  each  other  company 
in  an  early  bogey  rut.  On  the  par-3 
12th,  the  thin,  mustachioed  Simpson 
pull-hooked  his  tee  shot  long  and  left. 
But  Burt  got  into  his  unorthodox, 
spread-eagle  stance  and  fired  a  6- iron 
to  15  feet.  He  hammered  his  approach 
putt  too  hard,  but  it  hit  the  back  of 
the  cup,  caromed  up  and  landed  in 
the  hole  for  a  birdie  2,  net  1. 

Burt's  net  eagle  seemed  to  fire  up 
his  playing  partner,  as  Simpson  parred 
four  of  the  next  six  holes  and  then 
made  a  natural 
birdie  on  the 
tough,  par-4 
fourth  hole.  Burt 
came  back  with  a 
net  eagle  of  his 
own  on  the  460- 
yard  par-5  sixth. 
Meanwhile, 
Mooty  and 
Kauffman  were 
taking  divergent 
routes  to  the  same 
18-hole  net  score 
of  68. 

Kauffman 
birdied  three  of 
the  first  seven 
holes  he  played, 
putting  together  a 
gross  score  of  35 
on  Northwood's 
short  but  gnarly 
back  nine.  He  was 
a  stroke  over  par 
on  the  lengthier 
front  nine,  where 
partner  Mooty  got  his  game  together 
and  played  impressively.  After  leaking 
his  drive  on  the  par-5  sixth  hole  close 
to  a  hedgerow  on  the  right,  Mooty 
zipped  a  4- iron  shot  off  a  bare  lie 
onto  the  distant  green.  He  lagged  his 
40-footer  wonderfully  and  tapped  in 
for  4,  net  3. 


Texas  Industries  weathered  an 
off  day  by  Dick  Fowler,  rallying  for 
second  place  at  6-over  290,  net. 
Company  CEO  Bob  Rogers  saw 
playing  partner  Fowler  stumble  out 
of  the  blocks  with  a  double-par  max 
score  of  8  on  the  par-4  17th,  and 
tried  to  heal  the  breach.  Rogers,  a  4- 
handicapper,  parred  his  first  two 
holes,  mixed  in  some  bogeys,  then 
came  to  the  reachable  par-5  sixth,  a 
hole  sponsored  by  the  innovative 
designer  and  golf  shirtmaker  Nicole 
Miller.  Rogers  did  some  innovating 
of  his  own,  fashioning  an  eagle,  net- 
double  eagle.  He  finished  with  a  76, 
net  72. 

In  the  other  Texas  Industries  two- 
some, Steve  Mayfield  and  Tommy 
Valanta  kept  up  the  banter  as  they 
cruised  to  sizzling  net  scores  of  64 
and  67,  respectively.  Valanta,  whose 
spotty  front  nine  included  a  woefully 
short  tee  ball  on  the  par-3  fifth  that 
led  to  a  bogey,  birdied  both  the 
12th  and  the  14th  holes.  Partner 
Mayfield  joined  Valanta  in  making 
natural  birdie  on  the  Skyy  Vodka- 
sponsored  12th,  a  par-3  that  plays 
over  water  to  a  sloping  green.  For 
executives  who  head  up  their  com- 
pany's concrete  and  cement  divi- 
sions, they  showed  a  nice  touch.  A 
$2,000  SkyTel  check  went  to  Texas 
Industries'  charity,  the  United  Way 
of  Dallas  County. 

Southwestern  Financial  Corp.  (SFC) 
rode  one  splendid  showing  —  an  86 
gross,  64  net  by  Walt  Slusser  —  to  the 
No.  3  qualifying  spot.  Slusser  knew  it 
was  his  day  to  shine  when  he  canned 
an  uphill  60-foot  putt  to  save  bogey 
on  the  dastardly  par-3  16th.  His  front 
side  included  a  six-hole  stretch  in 
which  Slusser  made  three  natural 
pars,  including  a  4  on  the  411-yard 
eighth,  Northwood's  toughest  hole. 

Randy  Ford,  playing  alongside 
Slusser,  hit  a  fine 
wedge  shot  from 
heavy  rough  on 
16,  salvaging 
bogey  on  the 
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Half  Of  Driving  It  Longer  Is  In  Your  Head, 
The  Rest  Is  In  Your  Shaft. 


Introducing  The  Ti  Bubble  2T 
The  longest,  most  consistent  driver  we've  ever  designed. 

But  our  pursuit  of  the  per- 


It's  the  best  of  both.  A 
breakthrough  titanium  head 
design  and  new  Bubble® 
shaft  technology  make  this 
the  most  complete  titanium  driver  we've  ever  built. 
Try  it.  It's  not  just  a  bigger  club.  It's  a  better  club. 

From  the  first 


swing,  you'll 
notice  your  drives 
are  longer.  That's 
because  we  made 
Bigger,  Hotter  Sweetspot       the  head  larger  and 
relocated  its  center  of  gravity,  for  a  more  explosive 
drive  with  a  hotter  trajectory  and  less  backspin. 

Your  drives  accelerate  faster,  fly  longer  and  roll 
farther  than  any  club  we've  ever  made. 


Distance 


1st  generation 

Titanium  fect  driver  didn't  stop  there. 

Ti  Bubble  2 

The  new  Bubble  2  shaft 
is  wider  from  bubble  to 
tip,  making  the  club  head  much  more  stable  at 
impact.  You'll  feel  more  power  in  your  swing,  with- 
out any  added  effort.  Why?  Because  it's  lighter  and 
balanced  perfectly  for  greater 

}ub|le 

club  head  speed  and  force. 

Only  Taylor  Made  can  combine  1 

the  best  in  titanium  with  the 

unsurpassed  distance  and  accuracy  x~ 

New  Bubble  2 

of  the  Bubble  2  shaft.  So  don't  just     LIGHTER,  MORE 
settle  for  half  of  a  great 
driver.  Get  all  of  it  with 
the  new  Ti  Bubble  2. 
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Find  Your  Game:" 
LONGER. 


1-800-TITANIUM,  EXT.  36A  •  www.taylormadegolf.com 

©1997  Taylor  Made  Golf  Company.  Find  Your  Game  is  a  trademark;  Bubble  and  Taylor  Made  are  registered  trademarks  ot  the  Taylor  Made  Golf  Company. 
The  appearance  of  the  Bubble  shaft  is  a  trademarked  design  of  the  Taylor  Made  Golf  Company. 
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Wynstone 

C.C.,  where 

Combined 

insurance 

won  its 

second 

straight 

Midwest 

qualifier. 


only  Northwood  par-3  he  was  unable 
to  par.  SFC  president  Glenn  Gettier 
also  birdied  the  demanding  8th  hole, 
en  route  to  an  81,  net  73.  Howard 
Van  Loon  went  par-par-birdie  in  one 
profitable  stretch  on  the  front  side,  to 
card  an  86,  net  75.  The  Southwestern 
Financial  charity,  Texas  Special 
Olympics,  earned  $  1 ,000  in  SkyTel 
purse  money. 

The  Taylor  Made  Long  Drive  prize, 
in  all  its  titanium  glory,  went  to  Rick 
Lentz  of  Texas  Utilities,  who  banged 
a  tee  shot  287  yards  on  the  412-yard 
4th  hole.  The  Cadillac  lucky-ace  hole 
was  the  scenic,  175-yai  .  ninth,  where 
a  $49,000  Seville  STS  went  admired 
but  unclaimed. 


Homer  Denning,  penalized  by  the 
golf  gods  with  a  beastly  downhill  lie 
in  a  back  bunker  on  the  16th  hole, 
was  smiled  on  by  the  cigar  gods  dur- 
ing the  awards  ceremonies.  The 
Sammons  Enterprises  division  chief 
won  a  rosewood  humidor  filled  with 
handcrafted  Davidoff  cigars.  Other 
individual  winners  included  Chris 
Baker  of  Pillowtex,  whose  closest-to- 
the-pin  shot  on  No.  5  earned  him  a 
$500  golf  shop  credit.  By  luck  of  the 
raffle  draw,  Peter  Nyland  of  Beverly 
Enterprises  won  a  $200  pro  shop  cer- 
tificate courtesy  of  TCG.  "That's  $50 
apiece!"  shouted  another  Beverly 
player,  when  he  heard  Nyland's  name 
called. 


Wynstone  Golf  Club, 
North  Barrington,  Illinois, 
June  2,  1997 


Q    DEFENDING  CHAMPS 
#MM    USE  A  FILL-IN,  BUT 
Wfk  FINISH  FIRST  ANYWAY 

It  was  NBA  finals  week,  and 
Chicagoland  was  rooting  for 
Jordan  and  his  Bulls  to  extend 
Una     their  dynasty  by  another  year. 

In  that  atmosphere,  it  was  no 
surprise  to  see  two  Midwest 
corporate  golt  teams  play 
gm  %    their  way  back  into  the  win- 
ner's  circle  at  the  SkyTel  U.S. 
Corporate  Golf  Champi- 
onships  regional  qualifier. 

Combined  Insurance  — 
last  year's  top  Midwest  team 
and  the  eventual  '96  national 
champion  —  nipped  Ralston 
Purina  by  four  shots  to  claim 
medalist  honors  for  a  second  consec- 
utive year.  St.  Louis-based  Ralston 
Purina  improved  on  its  third-place 
showing  of  a  year  ago,  shooting  a 
team  net  score  of  310  to  snare  the 
second  set  of  plane  tickets  to  this 
year's  finals  in  Virginia.  Third  place 
went  to  a  Wacker  Drive  corporate 
neighbor  of  Combined  Insurance, 
printing  giant  R.R.  Donnelley  & 
Sons  Co.,  whose  team  net  score 
was  311. 

In  the  luxurious  Wynstone  Golf 
Club  clubhouse,  Combined  Insurance 
players  John  Jarnot,  Ron  Markovits, 
Ron  Agypt  and  Joe  West  sipped  cof- 
fee and  discussed  market  trends  at  the 
display  table  of  sponsor  Kemper 
Funds.  Three  of  the  players  in  the  '96 
national  championship  foursome 
were  suited  up,  but  Chairman  and 
CEO  Richard  Ravin  was  a  frustrated 
no-show. 

Ravin,  a  zealous  corporate  golfer, 
was  committed  to 
a  business  meet- 
ing that  morning 
and  booked  on 
an  international 


DRIVE  FOR  SHOW. 


Successful  investing  isn't  about  hitting  for  big  gains.  It's 
about  consistent  performance,  in  every  aspect  of  your  game. 
The  result  of  a  disciplined  approach  and  a  long-term  perspective- 
something  we've  been  practicing  for  nearly  50  years.  Ask  your  financial 
advisor  about  the  long-term  thinking  behind  Kemper  Funds.  Or  call 
1-800-621-1048  or  visit  www.kemper.com 


i  KEMPER  FUNDS 

Long-term  investing  in  a  short-term  world 


Mutual  Funds 


Annuities 


Retirement  Plans 


For  a  prospectus  on  any  Kemper  Fund  containing  more  complete  information  including  management  fees  ana  expenses,  contact  Kemper  at 
the  number  above.  Investors  should  carefully  read  the  prospectus  before  investing  or  sending  money.  ©  1997  Zurich  Kemper  Distributors,  Inc. 
A  member  of  the  Q  Zurich  group  1031680 
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flight  out  of  O'Hare  that  evening;  he 
would  be  replaced  by  Markovits. 
Teammate  Jarnot,  upon  learning  that 
a  reporter  was  intent  on  asking 
Markovits  how  he  felt  about  his 
pinch-hit  role,  made  a  request.  "Ask 
him  after  the  round,"  pleaded  Jarnot. 
Markovits,  a  14-handicapper  with  a 
strong  grip  and  a  nice  tempo,  showed 
early  nerves.  He  opened  with  a  triple- 
bogey  on  the  tough  par-4  sixth  hole, 
then  hit  a  good  shot  over  the  water  to 
par  the  seventh.  On  No.  8,  the  govern- 
ment relations  VP  topped  his  drive 
and  had  to  walk  80  feet  down  the  fair- 
way to  play  a  3 -wood  recovery  shot, 
which  he  boomed  long  and  straight. 

But  wedge  problems  left  Markovits 
with  a  7  on  the  par-4  hole,  en  route 
to  a  ragged  round  of  101,  net  87. 
Playing  partner  Jarnot  also  struggled 
early,  playing  his  first 
four  holes  in  10  over 
par.  But  Jarnot  mus- 
tered a  solid  42  on 
Wynstone's  watery  back 
nine,  including  a  birdie, 
net  eagle  on  the  par-5 
18th,  to  ring  up  a  95, 
net  78  final  tally. 

Meanwhile,  Agypt 
and  West  were  enjoying 
the  sunshine  and  avoid- 
ing major  trouble.  They 
both  parred  their  shot- 
gun hole,  No.  6,  which 
was  sponsored  by 
AM-RE  Managers,  and 
kept  their  noses  clean 
through  the  early  going. 
On  the  par-4  eighth,  a 
short,  uphill  hole  with  a 
deep  bunker  below  the 
center  of  the  green, 
Agypt  caught  his  drive 
in  the  heel  of  the  club- 
face  and  yelled  "Fore" 
as  the  ball  flew  toward 
the  left  cart  path.  But 
he  blasted  out  of  a 
deep,  grassy,  downhill 
lie  to  the  middle  of  the 
fairway,  hit  9-iron  onto 


For  the  third  year 
in  a  row,  the 
Commonwealth  of 
Virginia  will  host 
the  National  Finals 
of  the  SkyTel 
U.S.  Corporate 
Golf  Championship. 
Executives  who 
travel  to  The 
Homestead 
for  this  year's 
£U  event  will  find 
themselves  surrounded, 
not  only  by  beautiful 
country,  but  also  a 
diversified,  robust 
economy  that  con- 
tributes to  the  state's 
high  rate  of  business 
development  and 
corporate  relocations. 
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To  learn  more  about 
Virginia  as  an  ideal  busi- 
location,  contact  the 
fits  Economic 
Development  Partnership 
ui  4-371-8100. 


the  green'  and  two-putted 
to  save  bogey,  net  par. 
West  salvaged  his  own 
net  par  by  zipping  his 
approach  shot  under  a 
tree  limb  from  the  right 
rough  to  a  spot  just  short 
of  the  green.  He  then 
lagged  his  ball  50  feet 
over  a  ridge,  missed  the 
seven-foot  comebacker, 
but  tapped  in  easily. 

When  the  Ralston 
Purina  players  make  their 
annual  trip  to  Chicago  for 
this  regional  qualifier, 
they  represent  perhaps  the 
highest-ranking  group  of 
officers  from  any  single 
SkyTel  team.  This  year, 
they  earn  themselves  another  crack  at 
the  national  title  (in  the 
'96  final,  Ralston  Purina 
finished  down  the  list  in 
10th  place).  Chairman 
and  CEO  Bill  Stiritz, 
captaining  the  squad 
once  more,  was  stellar 
on  the  back  nine,  shoot- 
ing a  41  gross  with  four 
straight  natural  pars. 
The  16-handicap  Stiritz 
struggled  through 
Wynstone's  front  nine, 
however,  making  three 
consecutive  triple- 
bogeys  on  the  very 
playable  sixth,  seventh 
and  eighth  holes.  His 
playing  partner,  Patrick 
Mulcahy,  who  runs 
Eveready  Battery,  took 
solace  from  the  birdie, 
net  eagle,  he  made  on 
No.  9.  Mulcahy 's  fine 
shotmaking  there  was 
offset  by  mediocre  play 
elsewhere.  He  turned  in 


Rich  Severns 
of  Motorola  hit 
the  best  tee 
shot  on  No.  14. 


an  80,  net  oO,  to  go 
with  Stiritz's  77. 

Which  put  the  pres- 
sure on  George  Meffert 
and  Patrick  McGinnis 


to  bring  in  a  pair  of 
low  scores.  Meffert, 
playing  as  a  10  handi- 
cap (last  year  he  was 
listed  at  1 1 )  made  a 
natural  birdie  on  the 
par-3  14th  and  a 
small  handful  of  nat- 
ural pars.  But  his  50- 
45-95  total  was  plus- 
13  net  —  not  what 
he  was  hoping  to 
shoot.  And  that's 
how  the  21 -handicap 
McGinnis  had  great- 
ness thrust  upon  him. 
The  Pet  Products 
Group  CEO  started 
on  hole  No.  18, 
where  he  managed  a 
net  par.  McGinnis  felt  his  way  along 
the  front  side,  carding  a  steady  43. 
On  the  back,  he  got  hot  and  made 
three  straight  pars  at  11,  12  and  13, 
which  led  to  an  89,  net  68  that  would 
be  one  of  only  two  under-par  net 
scores  all  day. 

This  will  be  the  first  appearance  in 
a  U.S.  Corporate  Golf  national  final 
for  R.R.  Donnelley  &.  Sons.  The 
Donnelley  players  had  an  average 
handicap  of  under  9,  extremely  low 
for  four  people  who  do  an  honest 
week's  work.  Curt  Bimschleger,  a  6, 
and  playing  partner  Bob  Fates,  a  3- 
handicapper,  started  on  No.  12  and 
played  stylish  golf  from  the  start. 
They  each  turned  in  an  81  gross, 
which  gave  them  net  tallies  of  75  and 
78,  respectively. 

The  bogeys  this  twosome  made  on 
No.  1  were  indicative  of  Wynstone's 
demanding  design.  The  good- 
natured  Fates  boomed  a  drive  down 
the  right  side,  but  failed  to  keep  his 
second  shot  clear  of  a  large  oak 
whose  limbs  protrude  into  airspace 
above  the  fairway.  Bimschleger  con- 
tradicted the 
forecaddie's 
instructions  and 
drove  down  the 
left  side,  rather 
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L.A.    Saint   Louis,  MD 

Radi  ol og  i  s  t 
Corinthian  Diagnostic  Radiology 
Handicap:  16 


Mark  Newman,  MD 

Internist 
NYU  Medical  Center 
Handicap:  19 


Arthur  Lebowitz,  MD 

Internist 
NYU  Medical  Center 
Handicap :  14 


Bala   R.    Subr amanyam ,  MD 

Radi  ol og  i  s  t 
Murray  Hill  Radiology 
Handicap:  20 


Shot    on    location    at    Doral    Golf    Resort    &    Spa,    Miami,  Florida 
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short.  He  avoided  the  nasty  rough, 
however,  and  slammed  a  6- iron  that 
carried  about  185  yards  uphill. 
From  a  grassy  lie  above  the  hole, 
Bimschleger  delicately  chipped  down 
and  two-putted. 

Highlighting  the  side  contests  was 
a  victory  by  Rich  Severns  of  Motorola 
on  the  Skyy  Vodka  closest-to-the-pin 
hole,  No.  14.  Severns  hit  an  excel- 
lent 6-iron  to  within  10  feet.  Severns' 
prior  tee  shot  had  found  the  water  on 
No.  13,  but  he  put  that  memory 
behind  him  and  hit  an  ideal  iron  shot 
to  take  home  closest-to  honors. 
Gordon  Weber  of  Associated  Banc 
Corp.  won  closest-to-the-hole  on  No. 
4,  sponsored  by  TCG.  Weber  and  the 
rest  of  the  Midwest  field  will  return 
in  '98,  to  see  if  they  can  topple  a 
dynasty  or  two. 

The  Creek  Club, 
Locust  Valley,  New  York, 
June  23,  1997 

Q     MBNA  AMERICA  -  DESPITE 
•  A  SHAKY  "A"  -  WINS  THE 

Ufa  BATTLE  OF  THE  CREEK 

Trading  off-the-wall  com- 
ments  with  partner  Frank 
Mita  and  spinning  his  cap 
■■■■     around  backwards 
for  short  putts, 
Billy  Long 
patched  together 

«what  looked  to 
be  a  futile  85 
QJfr     gross,  75  net  in 
the  Northeast 
qualifier  of  the 
SkyTel  U.S. 
wmm     Corporate  Golf 
Championship  at 

Z Locust  Valley, 
N.Y. 
But  Long  and 
Mita's  corporate  four- 
some from  MBNA 
America,  playing  in 
delightful  June  weather 
on  The  Creek  Club's 
rugged,  scenic,  par- 70 


links,  somehow  overcame  their  best 
player's  plus-5  net  score  and  tiptoed 
to  victory  with  a  team  net  of  4-over- 
par  284. 

"My  'A'  player  hands  me  an  85  — 
and  we  still  win!"  crowed  team  cap- 
tain Charlie 
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MBNA's  Char 
Moloney  helf 
a  winning  cat 
with  this  pitc 


Moloney  in  sur- 
prise, as  the  veter- 
an SkyTel  squad 
came  forward  to 
accept  its  award. 
Long,  finishing  his 
round  on  The 
Creek's  windiest 
stretch  of  holes 
with  the  after- 
noon breeze  at  its 
peak,  managed  a 
birdie,  two  pars 
and  two  bogeys  on 
the  final  five  holes 
"I've  been  playing 
this  game  since  I 
was  six  years  old 
and  I  still  don't  know  what  I'm 
doing,"  moaned  Long,  after  he 
boomed  a  drive  on  the  par-4  14th 
that  wrinkled  10  feet  off  the  fairway 
into  a  patch  of  high  marshy  rough. 
But  he  was  able  to  scrape  it  back  on 
the  fairway,  knock  a  pitching  wedge 
hole-high  and  then  just  miss 
his  15 -footer,  tapping  in  for 
a  bogey. 

Mita,  a  25-handicap 
golfer  with  a  dry  wit  and  a 
half-decent  swing,  played 
the  par-3s  in  net  3-under, 
on  his  way  to  an  89,  net  64, 
which  gave  MBNA  its 
springboard  to  the  top  spot. 
He  finished  his  round  in 
style.  First,  he  salvaged  net 
par  on  the  treacherous  par-4 
14th,  thanks  in  part  to  a 
lucky  bounce  off  an 
embankment  that  separates 
No.  14  green  from  a  tidal 
marsh.  He  then  calmly 
laced  two  fine  shots  on  the 
15th  fairway  for  a  4,  net  3 
that  earned  Mita  the  post- 


SkyTel  U.S. 
Corporate  Golf 
Championship 


round  beer  he  immediately  sought. 

Moloney  and  playing  partner 
Charlie  Boarman  are  U.S.  Corporate 
Golf  patriarchs,  having  competed  on 
the  1993  team  that  took  third  place 
in  the  Northeast  Regional  when  the 
event  was  played  at 
Marriott's  Seaview 
Resort  in  New 
Jersey.  Enthused  by 
four  straight  natural 
pars  on  holes  four 
through  seven, 
Boarman  stepped 
to  the  tee  and 
unleashed  a  big  high 
draw  on  the  Cadillac 
Hole-in-One  hole, 
No.  8.  The  shot  was 
played  out  too  far 
right,  however,  and 
Boarman  ended  up 
with  an  awkward 
stance  in  heavy 
rough  10  feet  off  the 
green.  His  first  attempt  at  recovery 
was  chunked,  but  Boarman  played 
cleanly  after  that  and  made  bogey  4. 
He  finished  79,  net  69,  to  perhaps 
establish  himself  as  the  A-man  for  his 
squad  in  the  national  finals. 

Moloney  also  bogeyed  the  8th,  hit- 
ting a  thin  5 -iron  off  the  tee  and  fail- 
ing to  get  up  and  down  from  20  yards 
in  front  of  the  green.  The  best  shot  ol 
the  foursome  on  that  hole  was  by 
Whalen  Dunn  of  the  second-place 
team  from  Granite  State  Bankshares, 
in  Keene,  N.H.  Dunn  rifled  a  7-wood 
right  at  the  pin  and  sank  his  8-foot 
birdie  putt.  Dunn's  playing  partner, 
Charlie  Paquette,  played  a  steady 
round  in  which  he  made  nothing 
higher  than  a  6  and  never  went  more 
than  two  holes  in  a  row  without  mak- 
ing par. 

Granite  State  Bankshares  finished  a 
single  shot  back  of  MBNA  at  285  — 
and  a  single  shot 
ahead  of  third- 
place  Data 
General.  Granite 
State's  pairing  of 


Is  your  retained  risk  safe 
from  the  great  unknown? 


You  chose  to  self-insure  so  you  could  control  the  cost  of 
risk.  But  risks  change,  and  you  need  a  plan  that  is  as 
flexible  as  it  is  secure. 

AM-RE  MANAGERS  is  a  dynamic,  innovative  team  of 
professionals  exclusively  dedicated  to  meeting  the  needs 
of  the  self-insured.  We  can  help  you  improve  risk  man- 
agement, manage  claims  and  provide  risk  financing  to 
add  long-term  stability  to  your  balance  sheet. 

We  are  organized  by  client  needs,  not  by  product  line.  So 
we're  free  to  draw  on  global  resources  to  get  a  total  picture 


of  your  business.  From  there,  we  can  build  a  customized 
program  that  improves  the  efficiency  of  your  risk  retentions 
and  keeps  you  in  control,  regardless  of  what  lies  ahead. 
If  you  want  to  keep  your  head  above  the  clouds,  ask  your 
broker  about  AM-RE  MANAGERS. 

AM-RE  MANAGERS,  INC. 

A  subsidiary  of  American  Re  Corporation. 

685  College  Road  East,  Princeton,  NJ  08543-5241  (609)  275-2000. 

American  Re  Corporation  Group  is  rated  A+  (Superior)  by  A.  M.  Best 
and  has  statutory  assets  of  $5.1  billion. 


Atlanta,  Beijing,  Bermuda,  Bogota,  Boston,  Brussels,  Buenos  Aires,  Cairo,  Chicago,  Columbus,  Dallas,  Hartford,  Kansas  City,  London,  Los  Angeles, 
Melbourne,  Mexico  City,  Minneapolis,  Montreal,  New  York,  Philadelphia,  Princeton,  San  Francisco,  Santiago,  Singapore,  Sydney,  Tokyo,  Toronto,  Vienna 
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On  a  perfect  day  for 
golf,  4-over  net  was  the 
winning  team  score  at 
The  Creek  Club. 


Jay  Dinkel,  a  compact  left-hander, 
with  steady  Steve  Bergeron,  proved  a 
sensible  one.  Though  he  eventually 
lived  up  to  his  handicap  of  30,  Dinkel 
scattered  his  errors  in  provident  fash- 
ion through  the  early  going.  Starting 
on  the  short,  tricky  par-4  15th,  he  ran 
off  five  straight  bogeys  before  stum- 
bling through  a  run  of  double-bogey, 
double-bogey,  triple.  Bergeron's  stellar 
start  (par,  par,  birdie,  net  2-under) 
allowed  him  to  shrug  off  a  double- 
bogey  on  the  uphill,  par-5  18th. 

The  lone  shot  by  which  Data 
General  ceded  second  place  to 
Granite  State  Bankshares  came  from 
an  accidental  rules  infraction  by  Ron 
Edlin.  Perhaps  unnerved  by  a  report 
over  the  Sky  Tel  pager  network  that 
the  Dow  had  dropped  140  points  that 
day,  the  usually  precise  Edlin  hit  a 
wrong  ball  on  the  dogleg  par-4  16th 
hole.  He  suffered  a  two-stroke  penalty 
that  stuck  him  with  a  7  on  the  hole.  A 
pity,  too,  since  the  8-handicapper  had 
just  crafted  a  tidy,  tap-in  par  on  No.  15, 
slapping  a  pitching 


reverse  pivot.  DiBona, 
who  handles  Eastern 
operations  for  Data 
General,  carved  a  low, 
running  tee  shot  down 
the  left  side  of  No.  15, 
came  up  short  with  his 
approach,  knocked  a 
little  wedge  eight  per- 
ilous feet  above  the 
hole  on  the  slick,  slop- 
ing surface  and  care- 
fully two-putted  for 
bogey.  With  only  one 
mess-up  hole  out  of 
18  (a  "maxie"  8  on 
the  par-4  10th), 

DiBona  fashioned  a  45-45-90,  net  69 
on  the  day. 

Data  General's  other  twosome  of 
Mike  Worhach  and  Mark  Luce  com- 
bined for  net  par  between  them,  with 
Worhach  finishing  birdie-par-par-par 
to  craft  a  79,  net  71  that  comple- 
mented Luce's  80,  net  69.  They 
played  an  ironic  bit  of  yin-yang  golf 


SkyTel  U.S.C.G.C. 
Sites  That  Have 
Been  Host  to 
Other  Major 
Tournaments 


Pacific  Palisades,  California 
(Nissan  Open,  PGA  Tour, 
1948  U.S.  Open, 
1995  PGA  Championship) 


Thousand  Oaks,  California 
(Shark  Shootout) 


Dallas,  Texas 
(1952  U.S.  Open) 


Alpharetta,  Georgia 
(Nationwide  Championship, 
PGA  Senior  Tour) 


Hot  Springs,  Virginia 
(1988  U.S.  Amateur) 


wedge  to  18  feet 
from  a  vexing  side- 
hill  lie  in  the  cen- 
ter of  the  fairway. 

Edlin's  playing 
partner,  Tony 
DiBona,  has  the 
advantages  of 
youth  and  athleti- 
cism but  hasn't 
played  for  very 
long  and  swings 
with  a  pronounced 


Profile  of  2,000-Plus 
Tournament  Competitors  (1993-97) 


Chairman,  CEO  or 
President 
■  Executive  Vice  President 
Senior  Vice  President 
Vice  President 
Other  (including  director, 
partner,  CFO) 


on  the  par-3  17th, 
where  Worhach's  6- 
iron  looked  perfect 
and  Luce's  5 -iron 
sputtered  into  the 
right  bunker.  From 
there,  Luce  exploded 
to  18  inches  and 
tapped  in  for  3, 
while  Worhach  was 
three-putting  from 
22  feet  above  the 
hole. 

All  three  qualify- 
ing teams  volun- 
teered to  match  the 
SkyTel  charitable 
gifts  to  their  selected 
foundations,  mean- 
ing the  United 
Negro  College  Fund 
took  in  $6,000  for 
the  day,  Cheshire 
County  YMCA 
$4,000  and  Miracle 
Workers,  Inc., 
$2,000. 

Doug  Dick,  who 
was  unable  to  rally 
his  team  to  a  repeat 
of  its  1995  third-place  finish,  did  smash 
the  longest  drive  on  No.  18,  winning  a 
bagful  of  Taylor  Made  Burner  Bubble 
woods  and  irons.  On  the  Skyy  Vodka 
closest-to-the-pin  hole,  Tony 
Menchaca  of  CUC  International  won 
a  martini  set  by  stopping  his  ball  with- 
in 9  feet  of  the  flag.  Harvie  Albright, 
Menchaca's  CUC  teammate,  copped 
the  TCG-sponsored  closest-to-the-pin 
award  with  a  near-ace  that  finished  a 
mere  four  inches  from  the  cup. 
Davidoff  cigars  burned  brightly 
throughout  the  cocktail  hour,  but  only 
Paul  Alesia  of  Griffon  Corp.  got  lucky 
enough  in  the  drawing  to  take  home 
the  Davidoff  rosewood  humidor,  stuffed 
with  fine  smokes. 


David  Gould  is  a 
freelance  writer 
based  in  Sandy 
Hook,  Conn. 
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West  Regional 

■ . 

Southeast  Regional 

Southwest  Regional 

Midwest  Regional 

Northeast  Regional 

FIRST  PLACE 

FIRST  PLACE 

FIRST  PLACE 

FIRST  PLACE 

FIRST  PLACE 

Amdahl  Corp. 

American 

Cash  America 

Combined  Insurance  Co. 

MBNA  America 

Players 

International  Group 

Players 

Players 

Players 

Chuck  Fonner 

Players 

Tommy  Burt 

Ron  Markovits 

Charlie  Moloney 

Jim  Wendling 

Peter  Jarrod 

Jodie  Mooty 

Ron  Agypt 

Charlie  Boarman 

Ollie  Nutt 

Colin  Fraser 

Hugh  Simpson 

Joe  West 

Francis  Mita 

]im  Wahlstrom 

Tim  Bily 

Jim  Kauffman 

John  Jarnot 

Bill  Long 

Charity:  Second 

Jack  Chaffin 

Charity:  All  Church 

Charity:  Pathway  House 

Charity:  United  Negro 

Harvest  Food  Bank 

Charity:  Georgia 

Home  for  Children 

for  Children 

College  Fund 

Council  on  Child  Abuse 

SECOND  PLACE 

SECOND  PLACE 

SECOND  PLACE 

SECOND  PLACE 

Southern  California  Bank 

SECOND  PLACE 

Texas  Industries 

Ralston  Purina 

Granite  State 

Players 

GTE  Customer  Networks 

Players 

Company 

Bankshares,  Inc. 

David  McCoy 

Players 

Bob  Rogers 

Players 

Players 

Alan  Docherty 

David  Fanning 

Steve  Mayfield 

Bill  Stiritz 

Charlie  Paquette 

Ed  Gerber 

Ed  Brenner 

Dick  Fowler 

Pat  McGinnis 

Whalen  Dunn 

Jim  Nielsen 

Chuck  Collins 

Tommy  Valanta 

George  Meffert 

Jay  Dinkel 

Charity:  American 

Warner  Croft 

Charity:  United  Way  of 

Pat  Mulcahy 

Steve  Bergeron 

Heart  Association 

Charity:  Family  Haven 

Dallas  County 

Charity:  Newton  County 

Charity:  Cheshire 

Resource  Council 

County  YMCA 

THIRD  PLACE 

THIRD  PLACE 

THIRD  PLACE 

Lexicon  School  of 

Law  Companies 

Southwestern 

THIRD  PLACE 

THIRD  PLACE 

Languages 

Players 

Financial  Corp. 

R.R.  Donnelley  &  Sons 

Data  General 

Players 

Davis  McCollum 

Players 

Players 
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Walt  Slnsser 

Ctpwp  7nrrarini 

Mikp  Wnrharh 
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David  Feuerhelm 

Randy  Vann 

Randy  Ford 

Tim  Weibel 

Tony  DiBona 

Peter  Kurhajec 

Jerry  Dunn 

Glenn  Gettier 

Curt  Bimschleger 

Mark  Hanks 

Charity:  Junior 

Howard  Van  Loon 

Bob  Fates 

Ron  Edlin 

Charity: 

Achievement 

Charity:  Texas  Special 

Charity:  Elliott 

Charity:  Miracle 

American  Red  Cross 

Olympics 

Donnelley  Youth  Center 

Workers,  Inc. 

EXECUTIVE  SPORTS  IS  RESPONSIBLE  FOR  PLANNING  AND  CONDUCTING  THE  SKYTEL  U.S.  CORPORATE  GOLF  CHAMPIONSHIP  EVENTS. 


First  Encounters 
By  Davidoff 


Buffalo  Bill  was  more  a  figment 
of  his  own  imagination  than 
a  true  legend  of  the  west. 

After  years  of  battle,  Sitting  Bull 
had  been  reduced  to  a  bit 

player  in  Bill's  Wild  West  Show. 

But  today,  ensconsed  in 
a  tiny  gondola  floating  down 
the  Grand  Canal  in  Venice, 
they  talked  not  of  politics, 
but  of  the  last  vestiges  of  a 
lonely  frontier.  And  in  lieu  of 
the  mandatory  peace  pipe, 
they  opted  for  a  mild 
flavored  cigar. 


fOR  CORPORATE 
ACCOUNT  INFORMATION 
PLEASE  CALL  1-800-353-0061 


For  those  who  are  obsessed 
with  quality. 


1901-  Buffalo  Bill.  Sitting  Bull  and  fine  cigars 


535  MADISON  AVENUE  NEW  YORK  212-751-9060/800-548-4623  •  232  VIA  RODEO.  NORTH  RODEO  DRIVE.  BEVERLY  HILLS.  310-278-8884/800-328-0039  CATALOGUE  ORDERS,  800-328-4365  EXT  63 
GENEVA  RRI  fSFI  S  AMSTERDAM  I  (TNITON  SAO  PAULO  MONTREAL  NEW  YORK  PANAMA  COY  MEXICO  OTY  BEVERLY  HILLS.  TOKYO.  SEOUL  BELKNG.  SINGAPORE.  HONG  KONG.  KUALA  LUMPUR.  BANGKOK  MOSCOW  BE  RUN  ZURCH 


We  assume  our  readers  monitor  their  investments  carefully. 

We  suspect  they  are  distressingly  casual  when  they  invest  in  charity. 


Peter  Drucker's  Picks 


By  Robert  Lenzner  and  Ashlea  Ebeling 

There  are  more  than  600,000  char- 
itable organizations  in  the  U.S. — all 
clamoring  for  your  money.  Universi- 
ties, hospitals,  museums,  symphony 
orchestras,  church  groups,  medical 
research,  food  for  the  hungry. 

Americans  do  respond.  They  gave 
away  $120  billion  in  1996. 

Was  it  wisely  given?  We  turned  to 
Peter  Drucker  for  an  answer.  Best 
known  as  a  management  expert, 
Drucker  has  been  working  with  the 


nonprofit  sector  for  decades.  He 
knows  the  good  ones  and  the  not-so- 
solid  ones. 

Drucker  calls  the  nonprofits  the 
"social  sector"  of  the  American  econ- 
omy. He  is  a  fervent  believer  in  the 
importance  of  this  sector  at  a  time 
when  social  wants  and  needs  are 
many  and  most  government  pro- 
grams are  costly,  self-defeating  fail- 
ures. That  these  nonprofits  be  well 
managed  is,  in  Drucker's  view,  as 


important  as  that  the  private  sector 
be  well  managed. 

Drucker  calls  the  Salvation  Army 
"by  far  the  most  effective  organiza- 
tion in  the  U.S.  No  one  even  comes 
close  to  it  in  respect  to  clarity  of  mis- 
sion, ability  to  innovate,  measurable 
results,  dedication  and  putting  money 
to  maximum  use."  Those  are  his 
principal  criteria:  clarity  of  mission, 
innovative  ability,  clear  definition  of 
results  and  willingness  to  measure 


Innovative 
foster  care 
The  1996 
Drucker  Award 
went  to  Lutheran 
Social  Services 
of  Illinois'  Second 
Family  Program. 
After  their  HIV- 
infected  mother 
died,  Joanna,  8, 
and  George,  13, 
were  adopted  by 
the  Sehy 
family. 
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The  conscience  of  America 

International  Rescue  Committee-trained  health  care  worker  aids  a  Rwandan  child. 


performance. 

Drucker  says  the  Salvation  Army 
qualifies  on  all  grounds.  And  when  it 
comes  to  measuring  results,  it  has  one 
of  the  highest  performance  rates  at 
the  lowest  cost.  One  in  every  four 
participants  in  its  alcohol  rehabilita- 
tion program  reports  total  sobriety, 
good  social  adjustment  and  steady 
employment  six  months  after  finish- 
ing. Last  year  5  million  individuals, 
mostly  single-parent  families,  were 
placed  in  transitional  housing  by  the 
Salvation  Army.  After  placement,  the 
Army  helps  them  find  work  and  per- 
manent housing. 

"They  know  how  to  work  with  the 
poorest  of  the  poor  and  the  meanest 
of  the  mean,"  says  Drucker. 

If  Drucker  places  the  Salvation 
Army  at  the  peak,  there  are  other 
organizations  that  also  get  high 
marks  from  him.  Drucker  admires  the 
way  the  American  Heart  Association 
educates  people  about  the  risks  of 
cardiovascular  disease,  the  U.S.' 
biggest  killer.  Age-adjusted  death 
rates  for  coronary  heart  disease  have 
been  declining.  Life  expectancy  has 
risen,  and  the  actual  number  of 
deaths  from  heart  disease  has  fallen 
by  3%  over  the  past  decade.  He 
thinks  this  charity  deserves  some  of 


the  credit  for  this  achievement. 

He  singles  out  Girl  Scouts  of  the 
U.S.A.,  an  85-year-old  organization 
with  3.4  million  members,  as  "about 
the  only  organization  that  has  inte- 
grated minority  children  and  volun- 
teers successfully."  He  gives  credit  to 
Frances  Hesselbein,  former  director 
of  the  Girl  Scouts,  now  president  of 
the  Peter  F.  Drucker  Foundation  for 
Nonprofit  Management  (see  box, 
opposite). 

"Frances  brought  black,  Hispanic 
and  Asian  mothers  into  the  leadership 
of  most  councils,"  says  Drucker.  She 
also  ran  an  organization  with 
800,000  volunteers  helping  2.6  mil- 
lion girls  aged  5  to  17  understand  the 
ethic  of  living  up  to  their  highest 
potential." 

Among  multinational  charities, 
Drucker  especially  admires  the  Inter- 
national Rescue  Committee,  which 
channels  $80  million  annually  to 
refugees  in  such  shattered  places  as 
Afghanistan  and  Rwanda.  In  the 
former  Yugoslavia,  for  instance,  IRC 
repairs  homes,  schools,  and  hospitals. 
It  also  makes  loans  to  women  and 
demobilized  soldiers  to  help  them 
start  small  businesses. 

Other  international  operators  who 
win  his  praise  are  CARE,  Catholic 


Relief  Services  and  World 
Vision.  "These  people," 
Drucker  says,  "are  the  real 
American  ambassadors 
abroad.  They  are  our  real 
diplomatic  service,  the 
conscience  of  America. 
They  have  measurable 
results,  though  the  total 
collapse  of  anything  that 
can  be  called  civilization  in 
so  many  parts  of  the  world 
has  made  it  harder  and 
harder  for  them  to  have 
lasting  results." 

Among  cultural  non- 
profits, Drucker  singles  out 
the  St.  Louis  Symphony 
Orchestra.  It  not  only  sup- 
ports the  orchestra,  but 
also  has  reached  out  to  the 
community  to  promote 
appreciation  of  classical 
music.  It  sends  musicians 
to  perform  in  community 
churches  and  schools.  It 
runs  music  schools  that 
presently  enroll  3,000  students,  and 
it  is  hoping  to  have  10,000  by  the 
year  2000. 

In  the  area  of  church  nonprofits, 
Drucker  is  a  big  fan  of  the  Leadership 
Network.  This  Dallas-based  outfit 
helps  pastors  of  churches  become 
more  innovative  and  entrepreneurial. 
It  holds  forums  for  ministerial  staffs, 
on  the  principle  that  churches  can 
learn  a  lot  from  the  world  of  business. 

Drucker  also  praises  the  California 
Community  Foundation.  This  Los 
Angeles-based  outfit  screens  non- 
profit organizations  within  Los  Ange- 
les county  and  monitors  their  results. 
Donors  to  the  foundation  can  pick 
their  charity  and  be  assured  that  the 
foundation  will  see  to  it  that  the 
money  is  well  spent.  The  foundation 
gives  $l,000-a-year  scholarships  to 
minority  students  at  California's  com- 
munity colleges  and  then  follows  up 
by  monitoring  their  academic  record. 
It  claims  that  with  the  scholarships  as 
an  added  incentive,  only  about  1%  of 
the  students  it  supports  leave  college. 

The  foundation  also  supports 
Pacific  Clinics  in  Pasadena,  which 
supplies  mobile  outreach  teams  to 
serve  the  mental  health  needs  of  300 
low-income  adults  who  would  not 
otherwise  have  access  to  treatment. 
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The  California  foundation  accepts 
gifts  of  as  little  as  $10,000,  using  at 
most  1.5%  for  administrative  costs. 
In  return  it  helps  donors  select  the 
charities  their  gifts  will  be  used  to 
support. 

Last  year's  Peter  F.  Drucker  Award 
for  Nonprofit  Innovation  went  to  the 


Second  Family  Program  of  the 
Lutheran  Social  Services  of  Illinois,  in 
Des  Plaines,  111.  Second  Family  links 
HIV-infected  parents  with  AIDS  ser- 
vices, and  develops  second-family 
placement  plans  for  children  before 
their  parents'  death. 

Since    1993   the   program  has 


matched  76  children  from  32  HIV- 
affected  families  with  foster  families. 
This  saved  the  state  of  Illinois  almost 
$1  million  in  child  welfare  costs. 

Armed  with  Drucker's  list  of  blue- 
chip  nonprofits,  we  asked  what  a 
$5,000  bequest  would  accomplish. 
The  responses  appear  below.  ISSfc 


Drucker's  golden 
rules  of  giving 

"Don't  send  your  check 
to  a  charity  that  can't  tell 
you  what  you're  getting 
for  your  money,"  warns 
Frances  Hesselbein,  presi- 
dent and  chief  executive 
officer  of  the  Peter  F. 
Drucker  Foundation  for 
Nonprofit  Management. 
A  distressingly  small 
number  of  our  nonprofits 
can  comply. 

Peter  Drucker,  manage- 
ment guru,  art  collector 
and  savant,  has  committed 
the  royalties  from  his 
book  Managing  the  Non- 
profit Organization 
($250,000  so  far)  to  the 
Drucker  Foundation.  Its 
goal  is  to  help  make  non- 
profit organizations  per- 
form more  effectively. 
Drucker  and  Hesselbein 
believe  that  Americans  will 
give  more  if  they  can  be 
assured  their  donations  are 
used  wisely  and  efficiently. 

The  foundation's 
"golden  rules"  involve 
several  basic  organization- 
al steps  that  sound 
straightforward  but  are 
often  difficult  to  execute. 
"Revisit  the  nonprofit's 
mission  statement,"  says 
Hesselbein.  "That's  the 
first  step.  You  have  to 
know  who  you  are  and 
what  you're  trying  to 
accomplish. 

"Then,  identify  your 
primary  customers.  Many 


can't  do  that.  Third,  listen 
to  the  customers  to  find 
out  what  services  they 
want.  Then  measure  the 
results  and  plan  for  the 
future." 

Hesselbein  and  her  staff 
are  on  a  continual  talent 
search  for  innovative  orga- 
nizations. She  applauds 
the  Boys  &  Girls  Clubs  of 
America  for  opening  320 
clubs  in  public  housing 
projects.  A  local  favorite 
of  hers  is  New  York's 
Children's  Ad  Society, 
which  started  a  model 
public  school  program  in 
1992,  since  copied  across 
the  country.  Attendance  at 
the  school  is  92%,  the 
highest  in  its  district. 

Hesselbein 's  driving 
purpose:  "To  find  local 
groups  that  have  measur- 
able results  that  can  be 
replicated  in  other  areas." 


What  will  $5,000 

buy  at  each  of  Drucker's 

selected  nonprofits? 

American  Heart 

Association 

Dallas 

214-373-6300 
Thirty-five  classroom 
multimedia  health  kits, 
with  stethoscopes, 
videos  and  games. 

Boys  &  Girls  Clubs 
of  America 
Atlanta 

404-815-5700 
Support  of  club 
activities  for  25  children 
for  a  year. 

California  Community 

Foundation 

Los  Angeles 

213-242-7489 

Five  one -year  scholarships 

to  community  colleges. 


Children's  Aid  Society 
New  York  City 
212-949-4936 
Sponsorship  of  six  stu- 
dents in  a  community 
school. 

Girl  Scouts  of  the  U.S.A. 
New  York  City 
212-852-8000 
Supports  girls'  leadership 
institutes. 

International  Rescue 

Committee 

New  York  City 

212-551-3029 

66  hand  pumps  for  wells 

providing  water  to  400 

families  in  Azerbaijan. 

Leadership  Network 
Dallas 

800-765-5323 

A  three-day  forum  for  25 

senior  church  leaders. 

Lutheran  Social  Services 
of  Illinois 
Des  Plaines,  111. 
847-635-4600 
Emergency  medication  for 
HIV-infected  parents. 

St.  Louis  Symphony 

Orchestra 

St.  Louis 

314-533-2500. 

290  half- hour  music 

lessons,  or  24  musician-in- 

school  appearances. 

Salvation  Army 
Alexandria,  Va. 
703-684-5500 
1,500  Thanksgiving  or 
Christmas  dinners  for 
needy  people. 

-R.L.  and  A.E.  wm 
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Counterfeiters  are  becoming  multimillionaires — 
and  without  the  risks  that  drug  dealers  take. 

Riskless  crime? 


By  William  Green  and  Katherine  Bruce 

In  just  two  years  Kyu  Sik  Han 
imported  nearly  $5  million  worth  of 
clothing  to  the  U.S.  from  Korea  and 
Bangladesh.  Nothing  wrong  with 
that.  Except  that  Han's  specialty — 
athletic  jackets — carried  logos  of 
sports  teams  like  the  Chicago  Bulls. 
It  didn't  bother  Han  that  he  was 
stealing  trademarks  belonging  to 
Connecticut- based  Starter  Corp.  and 
the  NBA. 

Han,  a  41 -year-old  Korean  immi- 
grant who  lived  in  Torrance,  Calif., 
enjoyed  splendid  profit  margins.  He 
paid  $17  per  jacket,  buying  from  a 
factory  in  Korea.  Taking  advantage  of 
the  fact  that  heavily  advertised  brands 
usually  carry  premium  prices,  Han 
sold  his  jackets  to  retailers  across 
America  for  as  much  as  $80  each. 

It  was  blissfully  easy  to  ship  this 
illicit  apparel  into  the  States.  Han 
labeled  the  boxes  of  jackets  as  photo 
albums  or  ladies'  belts,  then  paid  tens 
of  thousands  of  dollars  in  cash  to  a 
burly  American  named  Al  Payne,  who 
had  a  gift  for  smuggling  contraband 
without  getting  nabbed  by  U.S. 
Customs. 

Han  made  one  mistake.  He  didn't 
realize  that  Payne  was  an  undercover 
agent  for  U.S.  Customs  on  Opera- 
tion Pipeline,  a  three-year  investiga- 
tion into  counterfeiting. 

In  September  1995  Han  was 
scheduled  to  meet  Payne  in  a  Los 
Angeles  hotel  room,  where  he  would 
have  been  arrested.  But  someone 
must  have  tipped  him  off.  Han 
escaped  and  is  still  on  the  lam. 
Charged  with  57  counts  of  counter- 
feiting, he  is  thought  to  be  hiding 
out  in  Los  Angeles. 

Though  Han  slipped  through  the 
net,  Customs  arrested  23  Korean 
counterfeiters  in  18  hours,  indicted 
20  others  and  seized  $27  million 
worth  of  bogus  goods. 

Such  crackdowns,  however,  are 


rare.  Most  people  don't  get  aroused 
by  the  spectacle  of  poor  immigrants 
selling  tacky  handbags  and  obviously 
fake  Rolexes  in  flea  markets  and  on 
sidewalks.  It  does  get  aroused  by  the 
drug  trade  and  the  threat  it  poses  to 
public  safety.  Responding  to  what  the 
public  wants,  law  enforcement  offi- 
cials and  prosecutors  have  tended  to 
hit  the  drug  dealers  and  leave  the 
counterfeiters  of  goods  pretty  much 
alone.  If  caught,  the  sellers  of  fake 
goods  usually  get  off  with  a  fine — or 
a  slap  on  the  wrist. 

Businesspeople,  however,  are  not 
amused.  In  stealing  their  logos,  the 
counterfeiters  are  stealing  property 
that  companies  have  built  up  at  great 


expense.  To  recoup  that  investment, 
the  manufacturer  must  charge  a  high 
price  for  its  merchandise.  With  little 
investment  to  recoup,  the  counter- 
feiter can  undersell  by  a  big  margin 
and  still  make  a  tidy  profit.  Edward 
Dempsey,  a  U.S.  Customs  special 
agent,  says  there  are  dozens  of  coun- 
terfeit wholesalers  in  New  York  alone, 
many  netting  as  much  as  $3  million 
a  year. 

The  International  AntiCounter- 
feiting  Coalition  in  Washington,  D.C. 
claims  that  counterfeiting  has  trebled 
in  a  decade  and  now  costs  U.S.  com- 
panies $200  billion  a  year.  This  is  an 
exaggeration,  because  many  buyers 
would  not  have  purchased  the  goods 
if  they  had  had  to  pay  full  price.  Nev- 
ertheless, counterfeit  goods  cheapen 
the  image  of  legitimate  brands  of 
software,  perfumes,  golf  clubs,  toys, 
jewelry,  food,  beverages,  cosmetics 
and  apparel. 

Sometimes — as  with  Han's  jack- 
ets— the  counterfeit  articles  are  virtu- 
ally identical  to  the  real  thing.  But 
frequently  they  are  shoddy,  some- 
times dangerous,  copies.  Last  year 


The  war  on  fakes 
heats  up,  but 
fakes  improve. 
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bogus  baby  formula  was  seized  in  16 
states  after  several  kids  suffered  con- 
vulsions. There  have  also  been  cases 
involving  fake  ulcer  medication  and 
birth  control  pills,  not  to  mention 
counterfeit  parts  for  cars,  airplanes 
and  nuclear  plants. 

As  in  any  industry,  fat  profits 
attract  new  competitors.  The  Russian 
mob  has  become  a  force  in  video 
piracy,  and  Chinese  triads  have 
become  heavily  involved  in  counter- 
feit software.  The  former  leader  of 
the  Vietnamese  gang  Born  to  Kill 
boasted  of  making  $13  million  off 
counterfeit  watches  before  he  was 
jailed  for  murder. 

In  response,  15  states  have  passed 
laws  making  counterfeiting  a  felony, 
instead  of  a  misdemeanor.  In  others 
law  enforcement  is  also  beginning  to 
take  notice. 

Doraville,  Ga.,  a  characterless 
Atlanta  suburb,  has  a  reputation  as  a 
mecca  for  Korean  counterfeiters. 
When  a  private  investigator  named 
Marc  Barry  visited  Doraville  for  the 
first  time  in  1995,  the  local  strip  malls 
and  flea  markets  were  overflowing 


with  fake  designer  apparel  and  hand- 
bags. "I  thought  I'd  died  and  gone 
to  counterfeit  heaven,"  says  he. 

Doraville  has  a  large  community  of 
Korean  immigrants.  Many  work  as 
legitimate  dry  cleaners,  grocers  and 
restaurateurs,  but  a  fringe  of  the  com- 
munity has  taken  to  retailing  coun- 
terfeit goods.  For  less  than  $1,000  a 
month,  those  merchants  rent  stores 
where  they  sell  a  mixture  of  cheap, 
nonbranded  merchandise  and  fake 
branded  stuff — from  bogus  Nike 
T  shirts  costing  $12  to  fake  Versace 
handbags  for  $60. 

"The  fake  stuff  kept  selling,  while 
the  other  stuff  just  sat  there,"  says  a 
Korean  retailer  in  Doraville.  "I  could 
sell  20  to  30  [fake]  Nike  shirts  a  day. 
.  .  .  People  want  to  wear  the  things 
that  are  in  fashion,  but  people  around 
here  don't  have  the  money  to  buy 
real  brands."  So  some  of  the  mer- 
chants began  to  concentrate  on 
the  fakes. 

It  was  practically  risk-free.  The 
town  marshal  occasionally  hit  the 
retailers  with  fines  of  a  few  hundred 
dollars,  but  they'd  be  back  to  work 


within  hours.  Then  Georgia  passed  a 
law  last  year  elevating  counterfeiting 
to  a  felony  and  empowering  local 
police  to  seize  counterfeiters'  assets, 
including  their  cars  and  real  estate. 

Hoping  to  use  these  seized  assets 
to  pay  for  squad  cars  and  other  good- 
ies, the  Doraville  police  have  started 
to  bust  counterfeiters  with  a 
vengeance.  Thomas  Choi,  a  local 
attorney,  says  his  counterfeiter  clients 
now  "live  in  constant  fear"  of  raids  by 
both  the  police  and  Customs.  One 
couple  that  he  represents  had 
$200,000  worth  of  fake  Dooney  & 
Bourke  handbags  confiscated  in  a 
Customs  raid. 

The  police  are  also  going  to  court 
to  seize  the  personal  assets  of  Sonny 
Giles,  a  59-year-old  resident  of 
Atlanta  who  has  made  a  fortune  as  a 
wholesaler  of  counterfeit  goods. 
"He's  the  biggest  in  Georgia,"  says 
Major  Clifford  Edwards  of  the 
Doraville  police.  When  the  police 
searched  Giles'  Doraville  warehouse, 
they  found  about  4,000  items  of 
counterfeit  clothing,  bogus  Rolex 
watches,  fake  Oakley  and  Ray- Ban 
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Ten  of  the  most  popular  products  to  knock  off 


Company 

Fake 

The  real  thing 

UeLo  Iti c a K 1 II  r* i n 

NIKc  UdbcUdll  tdp 

$10 

$21 

Ton*  Ufliinr  lorJiac'  inifrh 

lag  neuer  lanies  waxen 

10 

750 

floLlou  cimnrloccoc 
Udhlcy  bUllgldodCo 

18 

125 

MrKrhinn  h^nrihaa 
itiujuiiiiiu  iiaiiuuag 

10 

305 

Tommy  Hilfiger  T  shirt 

8 

22 

Versace  scarf 

c 

2ob 

Coach  mini  belt  purse 

it 

Dooney  &  Bourke  drawstring  bag 

15 

98 

Chanel  purse 

25 

995 

Louis  Vuitton  roll-on  hand  luggage 

40 

Prices  for  fakes  sold  on  New  York  City's  Canal  Street.  Originals  priced  in  retail  stores.  *Not  yet  available  in  stores. 

Source:  Forbes 

Want  a  fake  Chanel  purse?  You  can  buy  it  on  New  York  City's 
Canal  Street  for  $25.  Warranty  not  included. 


sunglasses  and  a  small  stash  of  crack 
cocaine.  Giles,  whose  counterfeiting 
case  is  pending,  does  not  deny  that 
he  stocked  bogus  goods,  but  says  the 
police  "just  exaggerate." 

Counterfeiters  are  adapting  to  the 
crackdown  like  a  mutant  virus.  In 
Doraville  counterfeiters  now  shred 
most  documents  instead  of  dumping 
them  in  the  trash.  They  use  aliases 
that  they  change  frequently.  They  use 
cellphones  to  avoid  being  wiretapped 
and  codes  on  their  beepers.  They 
drive  miles  out  of  their  way  to  make 
sure  nobody  is  trailing  them. 

Counterfeiters  in  Doraville  used  to 
display  their  fakes  brazenly.  They  now 
fill  their  stores  with  legitimate  goods 
and  keep  only  half  a  dozen  fakes  on 
view,  hiding  the  rest  in  secret  ware- 
houses. If  there  is  a  raid,  police  find 
only  a  few  counterfeit  samples  in  a 
sea  of  cheap  nonbranded  goods,  the 
latter  chiefly  serving  as  a  cover. 

To  transport  their  merchandise, 
many  of  Doraville 's  counterfeiters  use 
C&c  Express,  a  Korean-run  trucking 
firm  with  an  inconspicuous  office  in 
the  Oakcliff  Industrial  Park  near 
Atlanta.  C&C,  which  charges  18  cents 
per  pound  to  ship  goods  from 
Atlanta  to  Los  Angeles,  doesn't  even 
have  its  name  posted  by  its  front 
door.  Its  employees  never  ask  what's 
in  the  boxes  they  transport. 

U.S.  Customs  has  become  more 
adept  at  spotting  illegal  imports,  so 
counterfeiters  now  bring  in  generic 
"blanks"  that  aren't  likci    to  be 


seized.  They  then  affix  the  labels  and 
logos  in  clandestine  factories  across 
the  U.S.,  primarily  around  New  York 
and  Los  Angeles. 

The  equipment  in  these  factories  is 
impressive.  To  stitch  Polo  logos  onto 
blank  shirts,  counterfeiters  might  use 
a  $250,000  computerized  sewing 
machine  that  can  embroider  20  shirts 
simultaneously.  When  the  police 
searched  Sonny  Giles'  house  in 
Atlanta,  they  found  a  briefcase  con- 
taining nearly  100  computer  disks 
that  would  operate  these  multihead 
sewing  machines.  His  disks — a  gold- 
mine in  their  own  right — stored 
scanned  images  of  logos,  including 
Gucci,  Fila  and  Tommy  Hilfiger. 

Logo-free  handbags  are  imported 
in  bulk  from  Asia  and  are  skillfully 
finished  in  U.S.  factories.  In  Provi- 
dence, R.I.  there  is  a  clutch  of 
crooked  casting  firms — with  links  to 
organized  crime — -that  produce  hun- 
dreds of  thousands  of  metal  logos  for 
counterfeit  bags. 

These  companies  possess  an  extra- 
ordinary array  of  molds,  enabling 
them  to  manufacture  every  logo 
imaginable.  A  gold  logo  for  a  coun- 
terfeit Dooney  &  Bourke  handbag 
currently  costs  anywhere  from  13 
cents  to  31  cents,  depending  on 
where  you  shop.  These  are  large-scale 
operations:  Most  of  them  demand 
minimum  orders  of  100,000  logos, 
which  are  then  glued  or  riveted  to  the 
counterfeit  handbags. 

Fake  handbags  yield  handsome 


profits.  It  typically  costs  a  wholesaler 
only  $7  to  buy  a  generic  bag  and  affix 
a  phony  logo  in  RJiode  Island.  A  flea 
market  vendor  might  pay  as  much  as 
$60  for  a  good  imitation  of  a  Prada 
handbag — after  all,  the  real  thing 
goes  for  $1,000,  and  the  vendor  can 
probably  get  $100. 

Most  counterfeit  goods  still  look 
like  cheap  knockoffs.  But  that's  start- 
ing to  change  now  that  counterfeit- 
ers are  using  top-notch  equipment. 
"The  quality  of  the  [fake]  product 
has  improved  dramatically,"  says 
David  Simpson,  head  of  corporate 
security  at  Nike.  Simpson  says  that 
legitimate  stores  have  been  duped 
into  buying  counterfeit  Nike  apparel. 

Manufacturers  like  Nike,  Oakley, 
Tommy  Hilfiger  and  Louis  Vuitton 
pay  private  investigators  around  $70 
an  hour  to  dig  up  evidence  against 
counterfeiters.  The  investigators 
search  through  dumpsters  for  incrim- 
inating documents,  cultivate  confi- 
dential informants  and  set  up  dummy 
corporations  to  ensnare  counterfeit 
wholesalers.  Marc  Barry  and  his  part- 
ner, Michael  Kennedy,  have  infiltrated 
counterfeiting  companies  by  posing  as 
drug  and  gun  dealers  who  are  shifting 
into  the  counterfeiting  trade. 

But  even  when  caught,  the  coun- 
terfeiters rarely  go  out  of  business. 
Major  Edwards  of  the  Doraville 
police  says  Sonny  Giles  is  already  back 
counterfeiting  even  though  he's 
awaiting  trial  on  a  slew  of  existing 
charges.  "He's  not  going  to  quit 
unless  he  goes  to  prison,"  says 
Edwards.  "He  knows  where  the 
money  is." 

Paying  fines  is  just  part  of  the 
counterfeiters'  cost  of  doing  business. 
On  the  rare  occasions  when  a  case 
makes  it  to  criminal  court,  the  coun- 
terfeiter seldom  ends  up  in  prison  and 
rarely  forfeits  assets. 

To  avoid  seizure  of  assets,  they 
lease  their  cars  and  counterfeiting 
equipment  and  buy  houses  in  rela- 
tives' names.  They  also  launder  cash 
by  setting  up  offshore  bank  accounts 
in  the  Cayman  Islands,  investing  in 
legitimate  businesses  like  karaoke 
clubs  or  wiring  money  to  shell  com- 
panies that  they've  set  up  abroad. 

That  Gucci  handbag  you  bought 
recently  at  a  discounted  price?  Are 
you  certain  it  is  the  real  article?  WM 
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How  do  you  REACT  when  your  car  goes  into 
a  skid?  If  experience  takes  over — you  pump 
the  brakes.  With  today's  antilock  brakes, 
that's  the  wrong  move.  You're  supposed  to 
mash  the  pedal  and  let  the  computer- driven 
mechanism  nutter  the  brakes. 

Experience  can  be  a  trap  in  a  crisis.  When 
successful  companies  start  to  spin  out  of  con- 
trol, the  self-assured  executives  who  run  them 
instinctively  reach  for  the  tried-and-true — like 
the  fellow  who  pumps  his  antilock  brakes. 
The  classic  example  is  IBM  in  the  early  1990s. 
Chief  Executive  John  Akers  sold  mainframes 
as  a  young  man,  and  his  experience  was  so 
much  involved  with  big  iron  that  he  let  the 
PC  revolution  pass  him  by.  It  took  Lou 
Gerstner,  a  man  with  no  computer  industry 
experience,  to  inject  real  change  into  this 
giant  company.  Unlike  Akers,  Gerstner  wasn't 
conditioned  to  pump  the  brakes. 

Ceaseless  change  continues  to  bedevil  the 
technology  industry  with  counterintuitive 
lessons.  Microsoft's  attempt  to  build  a  propri- 
etary on-line  service — Microsoft  Network — 
initially  bombed.  Not  for  lack  of  great  fea- 
tures, but  because  the  Internet's  "open  sys- 
tems" bias  was  foreign  to  Microsoft's  reaction 
pattern  of  proprietary  control. 

How  do  you  avoid  these  pitfalls  of  experi- 
ence? First,  don't  assume  that  because  your 
instincts  served  you  well  in  the  past  they  will 
do  so  today.  Remember  the  lessons  of  evolu- 
tion: Creatures  beautifully  conditioned  to 
flourish  in  one  environment  often  perish 
when  their  environment  changes. 

If  you  suspect  your  environment  is  chang- 
ing, and  your  sensing  capabilities  aren't 
telling  you  what  to  do,  get  help  fast.  If  you're 
a  retail  banker  and  you  find  out  that  an 
Internet-based  "virtual  bank"  can  process 
transactions  at  one-tenth  the  cost  of  your 
real-estate-based  empire,  hire  some  kids  from 
a  software  products  company.  Be  humble. 
Listen  to  what  they  say  even  if  it  conflicts 
with  everything  experience  has  taught  you. 
These  kids  may  have  a  clearer  vision  of  the 
future  than  you  have. 

Think  of  ways  to  put  yourself  out  of  busi- 
ness with  new  products  before  your  competi- 
tor beats  you  to  the  punch.  Each  generation 


of  Intel's  microprocessors  is  an  exercise  in 
planned  obsolescence  that  resets  the  perfor- 
mance bar.  Product  developers  at  IBM  used  to 
call  this  "eating  your  babies,"  and  it  was 
against  the  culture.  Too  bad  for  IBM.  What 
worked  well  for  several  decades  suddenly 
stopped  working. 

Read  stuff  that's  totally  unrelated  to  your 
industry.  An  energy  executive  got  the  idea  for 
electricity  auctions  from  an  article  in  a  com- 
puter publication.  Hallmark  designers,  accus- 
tomed to  sugar-sweet  stuff,  created  the  irrev- 
erent "Shoe  Box"  line  of  cards  using  topics 
culled  from  the  National  Inquirer — not 
Hallmark's  usual  source  of  inspiration.  It  was 
a  big  success. 

Finally — and  this  may  sound  heretical  in  a 
time  when  everyone  pays  lip  service  to  "lis- 
tening to  the  customer" — I've  found  you 
simply  cannot  trust  what  customers  say  they 
want.  Instead,  study  their  habits  and  everyday 
experiences,  their  frustrations  and  failures. 
When  Lexus  designed  its  sales  and  service  sys- 
tems, Toyota  didn't  poll  car  buyers.  It 

You  simply  cannot 
trust  what  customers 
say  they  want. 


employed  anthropologists  to  study  car  sales- 
rooms. They  watched  customers  cringe  when- 
ever the  salesman  approached.  So  Lexus 
designed  sales  centers  where  customers  could 
gawk,  try  out  the  seats  and  kick  the  tires  on 
their  own.  The  salespeople  wait  until  they  are 
summoned.  In  its  first  year,  Lexus  drove  past 
some  very  fast  company,  Mercedes,  Porsche 
and  BMW,  to  become  number  one  in  customer 
satisfaction. 

The  very  wise  Mark  Twain  never  saw  a  com- 
puter, but  he  has  smart  advice  for  executives  in 
the  computer  age.  More  than  a  century  ago  he 
understood  the  dangers  of  blindly  trusting  past 
experience  for  dealing  with  the  future.  "We 
should  be  careful  to  get  out  of  an  experience 
only  the  wisdom  that  is  in  it,"  Twain  wrote, 
"and  stop  there,  lest  we  be  like  the  cat  that  sits 
down  on  a  hot  stove-lid.  She  will  not  sit  down 
on  a  hot  stove -lid  again — but  also  she  will 
never  sit  down  on  a  cold  one  anymore."  Hi 
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Costco's  warehouse  stores  are  the  biggest  retailing  story  since 
Sam  Walton  took  on  Sears.  They  already  have  more  than  15  million  steady  custom( 
but  you  haven't  seen  anything  yet. 


By  Tim  W.  Ferguson 


f  f  IVi  here  probably  aren't  three  people  in  this, 
■  our  hometown,  who  know  how  big  we  are," 
II  says  Jeffrey  Brotman,  the  chairman  of  $21.5 
billion  (sales)  Costco  Cos.  Inc.  Brotman  isn't  putting 
down  the  people  of  greater  Seattle.  Like  just  about  every- 
body else  they  can  be  forgiven  for  not  knowing  that  14- 
year-old  Costco  is  doing  as  much  in  its  own  way  to 
rearrange  the  face  of  merchandising  as  Sam  Walton  did 
two  or  three  decades  ago. 

Charles  Munger  knows.  Earlier  this  year  the  Berkshire 
Hathaway  vice  chairman  joined  Costco's  board,  at  age  73. 
It's  a  rare  business  commitment  outside  of  the  investment 
juggernaut  he  oversees  with  Warren  Buffett.  Munger's 
introduction  to  Costco  wasn't  as  an  investor  but  as  a  cus- 
tomer. A  man  who  appreciates  the  value  of  a  buck,  Munger 
buys  everything  from  meat  and  wine  to  office  supplies  at 
j  the  warehouse.  He  even  bought  his  wristwatch  there. 
\     "I  admired  the  place  so  much  that  I  violated  my  rules 
I  [against  sitting  on  outside  boards],"  says  Munger.  "It's 
;  hard  to  think  of  people  who've  done  more  in  my  lifetime 
!  to  change  the  world  of  retailing  for  good,  for  added 


human  happiness  for  the  customer." 

Including  Sam  Walton!1  Munger  nods. 

Actually,  Munger  didn't  say  "people,"  he  said  "two 
people."  One  is  James  Sinegal,  61,  president  and  chief 
executive  officer  of  Costco.  The  other  is  Sinegal's 
mentor,  San  Diego's  Sol  Price,  who  invented  the  ware- 
house concept  with  the  Price  Club  chain  after  first 
transforming  mass  discounting  with  his  Fed-Mart  stores 
(see  box,  p.  110).  Price  Co.  merged  with  Costco  in  1993. 

Sinegal,  carrying  Price's  legacy,  is  winning  the  latest  rounds 
against  the  Walton  gang.  Costco  has  come  from  behind  and 
this  year  should  eclipse  total  sales  of  archrival  Sam's  Club,  the 
warehouse  store  division  of  mighty  Wal-Mart. 

Sam's  Club  has  about  42%  more  members  than 
Costco,  and  nearly  70%  more  stores,  but  one  estimate  for 
calendar  1997  puts  Costco  at  nearly  $22  billion  in 

IpSr    fsy     lij  i  


sales,  $1  billion  more  than  Sam's.  The  average  Costco 
store  outsells  a  Sam's  Club  store  by  almost  2-to-l. 

Among  all  the  retailers  out  there,  what  makes  Costco 
special?  Cheap.  Low  margins.  Quality  goods.  Charlie 
Munger  admires  the  way  Jim  Sinegal  and  Jeffrey  Brotman 
drive  bargains  for  the  consumer,  taking  a  minimal  cut  and 
relying  on  repeat  business  and  volume  for  profits. 

It's  right  there  in  the  numbers.  Stacking  Wal-Mart's 
against  Costco's  tells  it  all.  Costco  prices  its  merchandise 
so  close  to  cost  that  its  gross  margins  includ- 
ing member  fees  last  year  were  under  12%; 
Wal-Mart's  were  21.6%.  (Sam's  Club,  the 
more  direct  comparison,  probably  has  gross 
margins  close  to  Costco's,  but  the  parent 
doesn't  release  them.  Sam's  is  19%  of  Wal- 
Mart's  sales.)  Costco's  net  margins  after 
taxes,  interest  and  everything  else  were  1.3 
cents  on  the  sales  dollar;  Wal-Mart's  were  3 
cents. 

Yet  despite  its  niggardly  profit  margins, 
Costco's  11.5%  estimated  return  on  capital 
this  year  was  in  the  same  league  as  Wal- 
Mart's  13%.  Moreover,  the  growth  possibilities  are  so 
promising  that  it  is  almost  certain  Costco  can  go  on  com- 
pounding those  earnings  for  many,  many  years  to  come. 

How  does  Costco  sell  so  close  to  cost  and  still  make  good 
profits?  By  keeping  operating  costs  at  bare-bones  levels  and 
using  its  capital  in  a  highly  efficient  manner.  Costco  cus- 
tomers are  paying  for  the  merchandise,  not  for  the  overhead. 

Munger  argues  that  by  selling  merchandise  so  close  to 
cost,  Sinegal  and  Brotman  are  building  a  loyal  customer 
base.  "If  you  get  hooked  on  going  to  Costco  with  a 
family,  you'll  go  for  the  rest  of  your  life,"  he  says. 

This  is  not  one  man's  opinion.  Bellevue,  Wash.'s 
Hebert  Research  surveys  customer  attitudes  and  finds  that 


At  renewal 
time,  business 
members 
show  more 
loyalty  "than 
patients  to 
physicians." 


Costco  has  earned  a  loyalty  factor  that  only  Nordstrom 
can  approach.  By  Hebert's  count,  Costco's  membership 
renewal  rate  is  nearly  97%  among  active  businesses.  "In 
18  years  of  this  work,  I've  not  seen  anything  like  that  in 
retail,"  says  the  research  outfit's  Jim  Hebert.  "That's 
more  than  patients'  [loyalty]  to  physicians." 

Food  and  sundries  are  the  staples  that  make  Costco  a 
regular  stop  on  a  shopper's  circuit;  they  make  up  around 
60%  of  sales.  Most  of  the  rest  comes  from  a  wide  array  of 
dry  goods — name -brand  TV  sets  and  cloth- 
ing, for  example,  and  merchandise  that 
changes  with  the  seasons — golf  clubs  and 
camping  gear  in  the  spring  and  summer,  skis 
and  hockey  gear  in  the  fall  and  winter. 

Currently  more  than  1 5  million  people  are 
paying  Costco  members.  Better-heeled  than 
the  average  Sam's  Club  member,  they  pony 
up  close  to  $380  million  a  year  in  member- 
ship dues  and  drop  an  average  of  $94  every 
time  they  pass  Costco's  cash  registers. 

Screening  the  members  allows  Costco  to 
control  who  gets  in  the  stores.  This  cuts 
down  on  bad  checks  and  pilferage;  shrinkage  is  only  0.2% 
of  sales,  one-tenth  the  level  of  many  supermarkets.  One 
more  way  of  holding  down  overhead. 

Keep  in  mind,  this  is  a  business  where,  in  Sinegal's 
words,  "we  look  at  things  in  terms  of  basis  points" — on 
the  scale  a  bond  trader  would  use.  Most  supermarkets 
strive  for  gross  margins  of  over  20%.  Costco  is  proud  that 
it  has  raised  its  margins,  before  membership  fees,  from 
9.1%  to  10%  in  the  past  five  years.  The  company  says  it 
improves  margins  by  lowering  costs,  and  that  when  it 
does  so  shoppers  get  at  least  half  the  gain.  In  other  words, 
while  increasing  gross  margins  by  90  basis  points  Costco 
will  be  putting  close  to  $200  million  in  savings  in  Costco 


Costco's 
connections 

The  $4,99  bird 

Popular  2.7-pound  rotisserie 
chicken  is  emblematic  of  Costco's 
longtime  lead  in  perishables.  An 
early  and  critical  thrust  at  super- 
market rivals,  the  fresh  food  lines 
have  been  expanded  in  the  com- 
pany's newer  stores  to  include  a 
range  of  items  either  ready  to  eat 
or  to  cook  and  serve.  Sam's  Club 
is  playing  catch-up. 


Oversize  shopping  cart 

There's  no  express  lane  at  Costco.  Its  success 
hinges  on  high  volume.  Directional  signs  are 
minimal— the  more  shoppers  browse  about,  the 
better.  Expanding  American  homes  and  vehicles 
make  possible  storage  of  bulky  buys.  (In  less 
affluent  areas,  goods  are  sometimes  divided  up 
in  the  parking  lot.)  And  big  items  are  harder  to 
steal— CEO  Jim  Sinegal  says  low  pilferage  levels 
are  "a  signficant  measure  of  operating  proficien- 
cy and  the  quality  of  management." 


Customer  smiles 

Market  researcher  Jim  Hebert  says  consumer  skepti 
cism  melts  at  Costco.  Nearly  75%  of  members  say 
they  trust  chain  implicitly  to  sell  quality.  Only  at 
Nordstrom,  where  a  different  level  of  service  is  expes 
ed,  has  Hebert  gotten  similar  feedback.  Chain  gains 
43%  of  new  members  from  word-of-mouth,  include 
those  in  cities  Costco  has  just  entered.  And  the 
patrons  are.a  marketer's  dream:  84%  homeowners 
78%  married.  Members  so  prudently  pay  off  their 
monthly  balances  that  Costco  must  renegotiate  its 
charge  card  deal  with  Beneficial  National  Bank. 
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Value  engineering 

Costco  used  to  sell  fresh 
salmon  fillets  much  like 
what  you'd  get  at  the 
neighborhood  grocery 
store:  with  skin,  belly  fat 
and  some  bones  still  to 
contend  with.  Price: 
$5.99  a  pound. 

Over  a  few  years  it 
pressed  its  suppliers  to 
trim  the  fat,  peel  the  skin 
and  ditch  the  bones.  The 


price,  meanwhile,  was 
driven  down  to  $4.99  a 
pound.  Customers  bought 
more,  giving  Costco  the 
heft  to  purchase  direcdy 
from  suppliers  in  Canada 
and  Chile  and  shave  the 
price  further  to  $4.79, 
barely  half  what  local 
fishmongers  charge. 
Costco  now  sells  about  9 
million  pounds  of  salmon 
fillets  a  year,  including  the 
Salmon  Milano  that  is  its 
most  popular,  ready-to- 
cook  dish. 


That's  what  the  compa- 
ny might  call  "engineer- 
ing" better  values  in  its 
clubs  by  getting  involved 
in  production  and  distri- 
bution of  a  supplier's 
wares.  Learning  the  sliced- 
ham  trade  has  helped  keep 
prices  stable  in  a  volatile 
item.  Locking  in  favorable 
prices  for  butter  and  tin, 
as  well  as  managing  cur- 
rency exchange  and 
increasing  package  size, 
landed  shoppers  a  better 
deal  on  imported  butter 


cookies  that  are  packaged 
in  tin  boxes. 

Chief  Executive  Jim 
Sinegal  worries  that  small 
products  like  premium- 
grade  Gillette  Sensor 
razor  blades  will  be  tar- 
geted by  shoplifters. 
Thus,  Gillette's  John 
Johnson  says,  Costco 
"asked  that  we  strengthen 
the  product"  with  ripoff- 
resistant  packaging.  When 
shrinkage  is  shrunk  both 
consumers  and  Costco 
benefit.  -T.W.F.M 


customers'  pockets  this  year. 

What's  been  called  the  "productivity  loop"  is  hard  at 
work  at  Costco.  It  goes  this  way:  As  more  people  are 
attracted  to  more  locations  to  spend  more  money,  the 
warehouse  operator  is  able  to  command  ever- better  deals 
on  the  tightly  limited  range  of  items  that  it  carries.  Down 
go  the  prices  of  Costco's  goods,  which  puts  top  brands 
and  occasional  specials  like  Callaway  golf  clubs  and  Can- 
nondale  mountain  bikes  in  the  eager  hands  of  the  aspiring 
middle  class.  Once  a  customer  has  joined  (by  evincing  a 
steady  livelihood  and  paying  a  $35  annual  membership 
fee),  he  or  she  has  every  reason  to  shop  Costco  first. 

Think  of  it  as  compounding  yield,  only  in  this  case  from 
steadily  squeezing  unit  costs  rather  than  by  raising  prices. 
Citing  the  chain's  enormous  and  compounding  buying 
power,  Munger  says  Costco  has  "an  unusual  potential  to 


The  cash  register 

Warehouse  industry  lost  momen- 
tum in  early  1990s  but  Costco  has 
gotten  it  back.  Unit  and  compara- 
ble-store sales  should  grow  7% 
this  year.  Margins  are  so  low  that 
an  average  127,500-square-foot 
club  grosses  only  $22,000  a  day 
on  $231,000  in  sales.  But  mem- 
berships will  bring  in  $380  million 
this  year.  Company's  return  on 
equity,  15%  in  fiscal  1996,  should 
exceed  16%  this  year. 


iloyee  payoff 

:co  culture  emphasizes  pro- 
on  from  warehouse  opera- 

And  even  those  who  don't 
r  management  do  all  right: 
r  about  a  year,  a  merchan- 
stocker  is  making  $8.75  an 
',  plus  medical  and  dental 
sfits.  Staff  turnover  is  only 
>  a  year,  well  below  the  retail 
istry  average. 


deliver  cascading  amounts  of  value  to  the  users." 

It  doesn't  just  happen.  The  key  to  execution  is  a  cul- 
ture that's  passionate  about  finding  or  creating  those  ter- 
rific merchandise  values.  At  Costco  the  energy  emanates 
directly  from  Sinegal.  When  he  is  not  in  the  field,  which 
is  40%  of  the  time,  the  chief  executive  functions  out  of  an 
open-walled  office  that  allows  trouble  or  opportunity  to 
find  him.  Most  of  the  time  he  grabs  his  own  ringing 
phone.  He  doesn't  wear  a  watch  and  rarely  wears  a  neck- 
tie— minding  the  store  requires  neither. 

Watch  Sinegal  tour  a  warehouse:  He  scurries  from  aisle 
to  counter  to  display,  checking  for  prices  and  products 
and  pizzazz.  The  manager  will  get  the  feedback. 

In  1954,  when  he  was  a  student  at  San  Diego  State  Uni- 
versity, Sinegal  began  working  part-time  for  Sol  Price's  Fed- 
mart,  the  pioneer  supercenter  chain.  All  told,  he  spent  24 
years  under  the  older  retailer's  wing,  finally  as  executive  vice 
president  at  Price  Club.  But  Sinegal  needed  his  head.  After 
a  spell  on  his  own,  he  was  introduced  in  1983  to  Jeffrey 
Brotman,  scion  of  a  Seattle  retailing  family,  recruiting  him 
to  open  a  regional  warehouse  chain.  Within  two  years 
Costco  was  in  California,  territory  of  Price  Club.  Later,  the 
original  warehouser  took  second  fiddle  in  a  merger. 

Sinegal  and  Brotman  were  on  a  leading  edge  of  one  of 
retailing's  hottest  concepts.  The  sector  paused  a  bit  in  the 
early  1990s,  but  from  virtually  nothing  in  1980  ware- 
house clubs  now  account  for  about  7%  of  the  U.S.  food 
and  sundries  business  and  are  growing  at  twice  the  pace 
of  the  supermarkets,  their  principal  competitors. 

The  basic  idea  of  warehouse  clubs  is  to  blend  retail  and 
wholesale.  To  price  goods  so  low  that  you  don't  need  a 
relative  in  the  business. 

When  Sol  Price  started  Price  Club  in  1976,  one  of  his 
first  decisions  was  to  invite  small  local  businesses  to  join, 
because  in  his  stores  they  could  buy  as  cheaply  as — or 
more  cheaply  than — they  could  from  wholesalers.  Very 
smart:  Small  business  and  nonprofits  are  now  some  of  the 
country's  most  dynamic  growth  areas;  today  small  mer- 
chants make  up  a  third  of  Costco's  membership  and  two- 
thirds  of  its  sales.  Priced  at  $3.99  a  pound,  for  example, 
Costco's  rib  eye  steak  is  good  enough  and  cheap  enough 
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The  pioneer 

Now  81,  Sol  Price  was 
among  the  first  of  the 
mass  discounters,  with  his 
founding  of  Fed-Mart  in 
southern  California  in 
1954.  The  chain  grew  to 
45  stores,  but  in  the 
1970s  a  German  concern 
bought  it,  forced  Price  out 
and  proceeded  to  ruin  the 
chain.  By  then  Sam 
Walton,  having  modeled 
Wal-Mart  on  Fed-Mart, 
was  on  his  way  to  retailing 
glory.  "I  guess  I've 
stolen — I  actually  prefer 
the  word  'borrowed' — as 
many  ideas  from  Sol  Price 
as  from  anybody  else  in 
the  business,"  says  Sam 
Walton  in  his  1992  auto- 
biography, Made  in 
America. 

Price  never  enjoyed 
much  public  notice,  but 
his  achievements  and 
enduring  philosophy — 
"give  before  you  get" — 
live  on  at  Costco  today. 
After  the  Fed-Mart  fiasco 
Sol  Price  founded  the 
Price  Club  chain  in  1976. 
At  Fed-Mart  he  had 
charged  $2  for  member- 
ship and  targeted  govern- 
ment employees — steady 
jobholders.  At  Price  Club 
he  raised  the  dues  to 
$25 — real  money  that 
could  allow  him  to  shave 
sales  margins — and  began 
marketing  to  small  busi- 
nesses just  as  the  U.S. 
entered  a  small- business 


boom. 

Sam  Walton  again  was 
watching  Price  and 
opened  the  first  Sam's 
Club  in  1983,  the  same 
year  that  James  Sinegal 
and  other  Fed-Mart  veter- 
ans were  trekking  to  Seat- 
tle to  join  in  the  founding 
of  Costco. 

Ten  years  later  Price 
Club,  by  then  run  by 
Price's  son  Robert,  was 
subsumed  by  Costco. 
Price  is  philosophical 
about  turning  over  the 
management  of  his  baby 
to  others.  "Sometimes 
people  who  start  a  con- 
cept end  up  where  the 
thing  must  be  taken  over 
by  people  who  focus  on 
the  management  and 
the  maintenance,"  says 
Price.  His  son  now  runs 
Price  Enterprises,  Inc., 
mostly  a  shopping  center 
developer. 

Sol  Price  remembers 
Sam  Walton  asking  him 
how  to  keep  a  big  busi- 
ness vital  and  free  of 
kickbacks  and  the  like. 
"You  should  shuffle 
people  out  of  jobs,"  Price 
recalls  telling  him.  "And 
you  know  where  you 
should  start?  With  your- 
self!" Helen  Walton 
applauded. 

In  1989  Sol  Price  acted 
on  his  own  advice,  stand- 
ing down  in  favor  of  his 
son.  Today  Sol  endows  a 
charity  pushing  plans  for 
urban  revival. 

-T.W.F.  Mi 


that  local  restaurateurs  shop  at  Costco  stores  alongside 
housewives  and  house  husbands. 

"It's  hard  for  me  to  think  of  an  invention  so  clever,  yet 
so  basic,"  says  Charlie  Munger  of  the  warehouse  club's 
wholesale/retail  combination. 

Sounds  simple,  but  it  isn't.  A  warehouse  executive  like 
Sinegal  must  carefully  limit  Costco's  product  selection  to 
about  4,000  skus  (stock  keeping  units).  A  typical  Safeway 
supermarket,  by  comparison,  will  have  30,000;  a  dis- 
counter like  Kmart,  40,000  to  60,000;  and  a  Fred  Meyer 


supercentef,  maybe  200,000  discrete  items  on  the  shelves. 

Think  about  that  for  a  moment.  By  stocking  only  a  few 
branded  goods  in  each  product  category,  Costco  is  in 
essence  doing  the  customer's  comparison  shopping  and 
demanding  the  best  terms  from  the  vendor.  For  cus- 
tomers who  put  a  high  premium  on  their  time  (and  these 
days  who  doesn't?),  this  is  an  extremely  valuable  value- 
added  service  and  helps  reinforce  the  customers'  com- 
mitment to  Costco. 

This  game  requires  discipline.  Costco  must  be  willing  to 
forgo  many  items  customers  may  want — low-fat  this  or  that, 
for  example.  Instead  Costco  focuses  on  relatively  higher 
priced  goods  that  it  can  price  competitively  and  build  repeat 
business.  Long  before  Sam's  Club  got  the  idea,  Costco 
opened  fresh  meat  sections,  and  it  has  also  led  in  the  devel- 
opment of  prepared  meals.  It  currendy  boasts  a  whole  rotis- 
serie  chicken  for  $4.99,  which  proud  papa  Sinegal  shows  off 
like  a  newborn.  But  Costco  bakeries  don't  sell  basic  white 
bread,  because  margins  are  already  so  low  there  isn't  much 
room  for  Costco  to  improve  on  them. 

With  old  and  new  members  flocking  to  the  stores,  and 
no  slow-moving  items  on  its  shelves,  Costco  turns  its 
inventory  over  14  times  a  year  on  average — once  every  26 
days.  Home  improvement  stores  turn  inventory  4  to  6 
times,  supermarkets  somewhat  less  than  Costco. 

That  high-inventory  turn  answers  another  question 
about  Costco,  namely,  how  can  a  $22  billion  (sales)  com- 
pany operate  on  what  was  barely  $110  million  in  working 
capital  at  the  end  of  1996?  Home  Depot  has  about  the 
same  revenues  as  Costco,  but  requires  over  $2  billion  in 
working  capital — and  Home  Depot  is  no  sluggard. 

With  its  goods  moving  so  quickly  off  the  trucks  and  out 
its  doors,  Costco  doesn't  need  much  working  capital.  It 
is  largely  financed  by  its  vendors.  Note  this:  Costco's 
accounts  payable  currently  equal  80%  of  its  inventory.  At 
Wal-Mart  the  ratio  is  about  48%. 

Alongside  well-regarded  brand-name  goods,  Costco 
sells  more  than  200  private-label  items,  accounting  for 
about  11%  of  sales.  Costco  regards  its  Kirkland  Signature 
brand  (Kirkland,  Wash,  is  the  former  hometown  of  the 
company)  as  a  mark  of  first  quality.  This  not  only  works 
with  stuff  like  laundry  detergent  but  also  with  a  good  ath- 
letic shoe  for  less  than  $20  that  is  comparable  to  a  Nike 
selling  at  easily  twice  that.  The  Kirkland  label  is  being 
cobranded  with  Hanes  on  a  line  of  pantyhose. 

Both  Costco  and  its  customers  win  big  on  private -label 
sales.  At  $9.99,  a  roll  of  Kirkland  film  costs  less  than  half 
an  equivalent  roll  of  Kodak  film,  yet  Costco  makes  better 
margins  selling  its  film  rolls  than  peddling  Kodak's. 

Sinegal  is  careful  not  to  abuse  his  customers'  trust  by 
using  the  signature  label  on  something  second-rate. 
Because  Procter  &  Gamble  came  up  with  a  superior  paper 
towel,  Costco  won't  sell  its  towel  line  as  Kirkland,  choos- 
ing instead  a  lesser  private  label.  No  easy  hits  on  the  shop- 
per— that's  the  rule.  Costco  doesn't  sell  extended  war- 
ranty or  service  contracts  on  appliances.  Retailers  normally 
push  those  extras  because  they  are  lucrative,  though  of 
questionable  value  to  the  consumer.  "In  our  view  those 
programs  are  a  rip-off,"  says  Sinegal. 

Asked  what  could  get  a  Costco  employee  in  trouble, 
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Brotman  replies:  "Not  respecting  the  customer." 

Sinegal  respects  his  vendors  as  much  as  he  respects  his 
customers.  George  Platis,  a  Bellevue,  Wash,  auto  dealer 
who  plays  lunch-hour  racquetball  against  Sinegal,  reports 
that  on  the  court  the  Costco  chief  is  highly  competitive  but 
also  conscious  that  his  opponent  has  to  get  something  out 
of  the  game.  Same  goes  for  business. 

"Give  before  you  get — he  [Sinegal]  believes  in  that 
theory  from  the  word  go,"  confirms  Sol  Price,  adding: 
"One  way  or  another  the  vendor  is  going  to  cheat  you  if 
you  take  too  much  out  of  his  hide." 

In  short,  Costco  doesn't  squeeze 
all  of  its  profits  (and  its  customers' 
savings)  out  of  the  hides  of  its  ven- 
dors. It  goes  to  extraordinary  pains  to 
help  vendors  lower  prices  through 
improved  logistics,  better  ordering 
and  sometimes  a  sharpened  produc- 
tion process  (see  box,  p.  109.  John 
Johnson,  a  Gillette  sales  official  raves 
about  how  Costco  veteran  buyers  visit 
his  manufacturing  sites  and  corporate 
offices,  learning  about  production 
and  distribution.  "That  gives  them  a 
leg  up  on  the  competition  in  knowing 
who  they  are  doing  business  with," 
he  says. 

Tyson  Foods'  sales  executive  Greg  Huett  recalls  when 
Tyson  told  Costco's  buyers  it  had  to  raise  prices  to  cover 
rising  costs.  "They  [Costco]  sat  down  with  us  in  our 
Georgia  plant,"  says  Huett,  "and  helped  us  figure  out 
process  changes  where  we  could  break  even,  or  make 
money  [without  a  price  increase]." 

Costco's  employees  don't  have  much  to  complain 
about,  either.  They  are  given  quarterly  raises  until  they  are 
some  of  the  better-paid  in  retail.  The  1,200  administra- 
tive employees  at  the  Issaquah,  Wash.,  headquarters  are 
indexed  in  the  company  directory  by  first  name,  which  is 
what  shouts  out  from  a  Costco  id  tag — Jim  (Sinegal),  Jeff 
(Brotman),  Dan  (Castillo),  a  first-year  stockman.  Parking 
at  the  headquarters  lot  is  allocated  by  length  of  service. 
No  employee  of  longer  than  three  years' 
tenure  can  be  let  go  without  Sinegal  or  Chief 
Operating  Officer  Richard  DiCerchio  sign- 
ing off  (same  with  a  vendor  of  longer  than 
two  years). 

The  company  promotes  from  within. 
Other  than  through  the  Price  merger  no  out- 
sider's entered  directly  into  senior  manage- 
ment in  at  least  ten  years — even  as  sales  grew 
tenfold.  Insular?  "We  reflect  on  that,"  says 
Sinegal.  "We  have  been  fairly  inventive,  and 
people  who  are  so  insulated  are  not  typically 
as  inventive."  For  sure,  Sinegal  and  his  troops 
prowl  the  retail  competition's  offerings  relentlessly. 

With  virtually  no  bureaucracy,  there  are  few  formal 
meetings.  No  official  memos.  Scant  corporate  politicking. 
The  company  doesn't  seek  attention  (have  you  read  a  pro- 
file elsewhere?),  so  there's  no  press  or  investor  relations 
staff— although  Chief  Financial  Officer  Richard  Galanti 
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Brotman  at 
Brooklyn  site: 
Galanti,  Sinegal, 
DiCerchio 

Tight-knit  culture 
will  break 
ground  in  search 
of  big  sales. 


might  phone  the  papers  to  see  that 
sales  figures  get  a  mention  in  retail 
roundups. 

All  the  energy  goes  into  buying 
and  selling. 

A  lot  of  what  Costco  sells  comes  in 
very  large  packages — a  24-pack  of 
toilet  paper,  a  6-pound  package  of 
hamburger.  But  in  recent  years 
Costco  has  been  breaking  these  units 
down  into  shrink-wrapped  packs 
without  raising  unit  prices.  Sinegal 
has  also  lined  the  periphery  of 
Costco's  stores  with  providers  of 
pharmacy,  optical  and  other  services.  Add  the  fast-food 
court  out  front,  and  these  services  pull  $950  million  in 
revenues,  nearly  5%  of  Costco's  total.  They  are  growing 
at  more  than  twice  the  rate  of  the  sales  of  hard  goods  and 
food.  An  experimental  "Business  Center"  store  aimed 
directly  at  small  business  customers  includes  a  fully 
equipped  print  shop.  Attention,  Kinko's. 

Totally  automated  gasoline  pumps  are  now  appearing  at 
Costco  stores  in  the  Arizona  and  California  markets.  Charging 
around  10  cents  a  gallon  less  than  nearby  stations,  the  new 
pumps  should  bring  in  more  than  $9  million  a  year  per  store. 

As  you  tour  a  Costco  club,  notice  that,  with  the  lone 
exception  of  overnight  photo  processing,  Costco  runs  the 
peripheral  services  itself.  Bank  branches  aren't  welcome; 
neither  are  dry  cleaners  or  Starbucks. 

Why  not  job  out  some  services  to  special- 
ists? "We  find  that  we're  not  very  good  part- 
ners," laughs  DiCerchio.  "We  generally 
think  we  can  do  the  thing  better,  and  also  we 
think  the  other  guy's  prices  are  too  high." 

How  much  further  can  Costco  expand  its 
roster  of  goods  and  services?  The  company 
has  started  with  credit  card  processing  for 
upgraded  business  members  ($100  a  year) 
that  shaves  roughly  one  percentage  point  off 
a  small  enterprise's  bill  for  handling  customer 
payments.  At  $200,000  in  charges  annually, 
that  would  mean  a  $2,000  savings — "Enough 
to  take  the  family  on  a  vacation  to  Hawaii,"  notes  Sinegal. 

Other  possibilities,  according  to  Furman  Selz  analyst 
Barry  Rothberg,  a  big  Costco  fan,  would  build  on  the 
latest  trials  of  auto  insurance  and  mortgage  financing. 
These  "have  the  potential  to  leverage  the  current  15  mil- 
lion membership  platform  way  beyond  what  convention- 
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Costco  makes  comparable  returns  despite  lower  margins 


Ticker 

Company 

Recent 

EPS 

P/E 

Sales 

Gross 

Net 

Return  on 

Total 

Market 

($bil) 

margin 

ma  rcri  n 

Midi  gill 

uduildl 

ripht  tn 

ua  1  hp 
VdlUC 

—  1997  estimated  - 

equity 

($bil) 

CC 

Circuit  City  Stores 

$35.94 

33.88 

$1.53 
1.61 

23.5 

$8.2 

23.8% 

1.9% 

8.0% 

28.3% 

$3.5 

COST 

Costco 

21.0 

21.5* 

12.5 

1.6 

11.5 

73.0 

7.2 

DH 

Dayton  Hudson 

57.19 

3.01 

19.0 

27.1 

26.5 

2.5 

10.0 

131.3 

12.4 

FMY 

Fred  Meyer 

57.00 

2.70 

21.1 

4.1 

32.5 

1.9 

8.0 

114.4 

1.5 

HD 

Home  Depot 

47.19 

1.61 

29.3 

23.9 

29.0 

4.8 

14.0 

21.0 

34.4 

KM 

Kmart 

10.69 

0.62 

17.2 

34.1 

25.0 

1.3 

6.5 

61.8 

5.2 

JCP 

JC  Penney 

58.25 

3.46 

16.8 

30.4 

30.0 

3.1 

8.5 

147.3 

14.4 

SWY 

Safeway 

53.81 

2.42 

22.2 

23.1 

29.6 

2.5 

13.5 

167.2 

12.5 

S 

Sears,  Roebuck 

56.50 

3.58 

15.8 

41.3 

35.0 

3.5 

9.5 

372.9 

22.1 

WMT 

Wal-Mart  Stores 

35.81 

1.53 

23.4 

117.2 

21.5 

2.9 

13.0 

62.0 

81.1 

Prices  as  of  July  J5.  'Includes  membership  fees. 

Sources:  IBES  Express;  Value  Line  Estimates  via  OneSource  Information  Services. 


Showing  up  retail  competitors 
of  many  stripes. 


al  retailing  would  suggest,"  he  says. 

Sinegal  acknowledges  that  given  the  trust  Costco 
enjoys,  the  membership  list  is  a  powerful  tool.  But  he  hes- 
itates about  moving  Costco  too  far  from  its  area  of  core 
competence.  He  knows  that  if  he  takes  his  eye  off  running 
the  warehouse  clubs  and  pushes  the  new  services  too 
hard,  the  trust  will  evaporate. 

"I'd  be  very  nervous  about  getting  into  the  Coldwell 
Banker- Allstate-Dean  Witter  trap,  where  services  become 
more  valuable  than  the  vehicle  that's  bringing  them  to  the 
customer,"  says  Sinegal,  alluding  to  the  failed  Sears  syn- 
ergy of  the  1980s.  "What  we're  trying  to  do  with  the 
business  is  to  make  the  product  more  appealing — and  the 
product  is  the  warehouse." 

Costco  already  has  258  stores,  including  6  in  Britain  and 
Asia.  In  its  strongest  markets  Costco  enjoys  phenomenally 
high  penetration  rates.  In  Washington  and  Oregon  about 
60%  of  households  are  members.  In  California  the  rate  is 
over  44%,  according  to  market  researcher  Hebert.  It  is 
lower  in  areas  where  Sam's  Club  and  other  competitors 
were  well  established,  but  Costco  is  not  shrinking  from 
taking  the  fight  to  the  other  guy's  turf. 

In  Torrance,  Calif.,  for  example,  Chairman 
Brotman,  who  handles  the  real  estate  side  of 
the  business,  is  building  a  warehouse  next 
door  to  a  modern  Sam's.  Brotman  used  to 
keep  building  costs  below  $10  million;  of 
late,  he  has  spent  up  to  $25  million.  But 
there  are  limits.  Brotman  acquired  property 
along  West  34th  Street  in  Manhattan  but 
decided  to  flip  the  parcel  when  buildout 
costs  were  projected  to  hit  $40  million.  This 
is  a  basis-points  business,  after  all. 

The  great  untapped  zone  for  Costco  is  the 
midsection  of  the  U.S.;  in  27  states  with  47%  of  the  coun- 
try's population  it  has  no  stores.  Early  in  its  existence  it 
lacked  the  resources  to  sustain  openings  in  Milwaukee  and 
Minnesota,  and  had  to  retreat  from  those  markets.  "We 
underwhelmed  them,"  >:nc^al  laments.  Now,  with  a 


modest  $760  million  in  long-term  debt  against  over  $2.3 
billion  in  equity,  Costco  can  build  where  it  pleases. 
"Chicago  is  ripe  for  Costco  to  do  something,"  says  James 
Degen,  the  publisher  of  Cayucos,  Calif.-based  Supermer- 
chants,  a  market  guide.  The  Kansas-Missouri  market  is 
another  possibility. 

Meanwhile,  Jim  Sinegal  refuses  to  take  his  eye  off  the  ball. 
Richard  Galanti  notes  that  at  monthly  budget  meetings  of 
the  top  three  dozen  executives,  Sinegal  "is  as  demanding 
with  those  regions  that  are  the  strongest  [the  Northwest, 
typically]  as  with  those  with  the  most  challenges." 

Dayton  Hudson's  Target  chain  is  proving  a  tough  foe 
as  a  mass  discounter.  Category  killers  like  Home  Depot, 
Staples  and  Circuit  City  will  nail  down  the  customers  who 
want  to  do  their  own  comparison  buying,  though  they 
also  can  bring  shoppers  into  Costco's  parking  lots  when 
included  in  the  same  center. 

Wal-Mart's  Sam's  Club  has  a  new  boss,  Mark  Hansen, 
from  PetsMart,  and  already  was  resuming  faster  growth, 
though  with  only  half  the  store  openings  planned  by  Sinegal. 
The  B.J.'s  warehouse  chain,  a  subsidiary  of  Waban  Inc.  and 
concentrated  on  the  East  Coast,  has  nearly  7%  of  the  sector 
revenues,  and  is  growing  at  14%.  And,  of  course,  Sinegal,  with 
his  big  stake  in  big  boxes,  must  always  worry  that  the  Inter- 
net could  someday  take  off  as  a  shopping  venue. 

Worrying  when  you're  on  top  is,  of 
course,  what  really  good  chief  executives  do. 

What  does  Sol  Price  worry  about?  Price 
thinks  for  a  moment  and  replies:  "The 
biggest  risk  in  that  whole  picture  is  Sinegal. 
If  something  happened  to  Jim,  that  would 
be  a  bad  thing."  Price  wonders  whether, 
beyond  his  protege,  there  is  more  of  that 
kind  of  leadership  at  Costco. 

Director  Charlie  Munger,  however,  doesn't 
share  that  fear.  "You  never  have  enough 
genius  combined  with  a  70 -hour- a- week  work 
ethos,"  says  Munger.  "But  [Costco]  has  developed  a  cate- 
chism, just  as  Procter  &  Gamble  is  strong  enough  to  pass 
on  its  culture  to  a  new  generation. 

"This,"  proclaims  Munger,  "is  an  absolute  revolution  and 
in  my  opinion  a  revolution  that  has  a  long  way  to  go."  H 
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Staffing  Solutions  Beyond  The  Usual  Tom,  Dick  And  Harry. 
Especially  When  You  Need  Wolfgang,  Juanita  And  Hiroshi. 


The  global  village  is  a  reality. 
Business  is  no  longer  just 
done  interstate.  It's  done 
internationally.  And  you 
need  a  staffing  partner  who 
is  already  there.  That's  where 
Management  Recruiters 
International  Global  Human 
Resource  Network  comes  in. 
With  over  4,000  recruiters 


in  more  than  40  countries, 
MRI's  search  professionals 
live  in  and  are  familiar  with 
the  local  market.  So  they 
know  the  local  currencies, 
customs,  pay  scales  and 
benefit  packages.  And  most 
importantly,  the  process 
for  hiring  "nationals"  where 
you  do  business. 


From  Europe  and  Asia     Sales  Consultants 


to  South  Africa  and  South 
America,  MRI  can  help 
you  find  talented  people 
wherever  you  do  business. 

For  more  information, 
call  800-875-4000 
or  visit  our  website  at 
www.mrinet.com. 


Management 
Recruiters' 

CompuSearch 

OfficeMatesS 


M^l  Intelligent  Staffing  Solutions. 

www.mrinet.com 
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Drugs  to  cure  cancer  are  elusive,  but  Cell  Pathways 
may  have  found  a  way  to  head  off  the  deadly  disease. 

Preventing  canceir 


By  Philip  E.  Ross 

Cancer  is  a  disease  that  doctors 
usually  attack  too  late.  Wouldn't  it  be 
better  to  nip  the  precancerous  buds? 

That's  the  goal  of  Cell  Pathways, 
an  eight-year-old  biotech  venture 
devoted  to  cancer  prevention.  This  is 
a  tough  sale.  You  have  to  persuade 
people  that  the  risk  of  cancer  is  high 
enough  to  warrant  the  expense  and 
possible  side  effects  of  powerful 
drugs.  Even  before  you  get  to  that 
stage,  you  have  to  persuade  some 
venturesome  souls  to  try  out  the 
drug  when  it  is  still  experimental. 
And  you  have  to  convince  the  Food 
&  Drug  Administration  to  let  you 
attempt  the  experiment. 

Cell  Pathways  has  found  a  way.  It 
is  beginning  by  targeting  a  rare  syn- 
drome that  has  no  drug  therapy — an 
"orphan  disease"  in  FDA  parlance — 
and  is  thus  entitled  to  quick  review 
and  patent  freedom.  The  syndrome  is 
the  fairly  rare  familial  adenomatous 
polyposis,  which  produces  many 
thousands  of  precancerous  lesions  in 
the  colon.  People  with  this  condition 
are  desperate  enough  to  try  a  drastic 
remedy.  If  cancer  prevention  works 
on  them,  the  treatment  may  be  tried 
next  on  much  larger  target  groups  of 
potential  breast  or  prostate  cancer 
victims. 

The  country  has  25,000  people 
with  familial  polyposis.  The  polyps 
are  frequently  found  in  patients  in 
their  early  teens,  and  doctors  must 
usually  remove  the  colon  by  their  late 
teens.  If  Cell  Pathway's  drug  works, 
it  could  be  prescribed  as  soon  as  the 
polyps  are  found,  which  would 
remove  the  cloud  hanging  over  the 
patient. 

The  drug  could  also  be  helpful  for 
people  who  have  already  had  most  of 
their  colon  removed:  It  would  be 
prescribed  to  keep  what  is  left  of  the 
colon  polyp-free  and  cancer-free. 

Is  there  a  chance  that  Cell  Path- 


way's drug  would  prevent  other, 
much  more  common,  cancers?  There 
is,  and  the  company  is  beginning 
trials  now  to  prove  this. 

Although  the  FDA  would  forbid  the 
company  to  advertise  these  other 
uses,  once  it  had  approved  the  drug 
for  one  condition  it  could  not  stop 
doctors  from  prescribing  the  drug  for 
other  conditions. 

Company  cofounder  Floyd  G. 


Nichols  had  an  emotional  as  well  as  a 
business  attachment  to  the  drug.  A 
successful  management  consultant, 
he  suffered  from  familial  polyposis 
and  had  to  have  most  of  his  colon 
removed  when  he  was  a  teenager.  In 
his  30s  he  found  that  the  remaining 
part  of  his  bowel  wasn't  holding 
up  well. 

Nichols'  doctor,  Rifat  Pamukcu, 
then  a  medical  fellow  at  the  Universi- 
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Dr.  Rifat  Pamukcu  (left)  and  the  late  Floyd 
Nichols  (right),  cofounders  of  Cell  Pathways 
The  company's  yellow  pills  (top  of  fac- 
ing page)  induce  suicide  in  precancer 
ous  cells.  The  colon  of  a  patient  with 
familial  adenomatous  polyposis  shows 
precancerous  polyps  (top  circular  pho- 
tograph). After  taking  two  pills  daily 
for  six  months,  the  polyps  are  flat- 
tened and  shrunken  (bottom). 


ty  of  Chicago's  hospital,  learned  that 
an  anti-inflammatory  drug  called 
sulindac,  prescribed  for  arthritis,  had 
been  found,  serendipitously,  to 
reduce  colon  polyps.  The  drawback: 
The  very  chemical  action  that 
reduced  inflammation  also  irritated 
the  stomach.  Patients  couldn't  toler- 
ate the  pills  for  long.  Nichols  took 
sulindac  as  much  as  he  could,  but  he 
and  Dr.  Pamukcu  decided  there  had 


to  be  a  better  way. 

In  1989  they  founded  what  later 
became  Cell  Pathways,  of  Horsham, 
Pa.,  to  find  that  better  way.  Nichols 
provided  the  first  $250,000;  $32  mil- 
lion more  came  in  stages  from  ven- 
ture capital  firms,  enough  to  last 
through  the  end  of  clinical  trials  in 
late  1998. 

The  company's  scientists  discov- 


ered a  metabolic  breakdown  product 
of  sulindac  that  had  no  effect  on 
inflammation  or  the  stomach  but  still 
suppressed  polyps.  They  named  it 
FGN-1,  after  Nichols,  and  set 
out  to  test  it  on  animals. 
Beginning  in  February 
1993  they  gave  it  to 
patients  with  the  inherited 
polyp  disease.  They  fur- 
ther proved  that  FGN-1 
worked  by  setting  off  a 
chain  of  events — a  cellular 
pathway — that  led  to  one  of 
the  hottest  phenomena  in 
medicine:  programmed 
cell  death. 

Cell  suicide  is  normal, 
beginning  during  embry- 
onic development,  when  a 
lot  of  scaffolding  falls  away 
to  make  room  for  mature 
tissue.  Skin  cells  kill  themselves 
off  by  the  time  they  rise  to  form  the 
tiles  on  your  epidermis.  Infected  cells 
also  kill  themselves,  or  alert  the 
immune  system  to  make  them  do  so. 
Cancer  cells,  however,  generally 
refuse  to  commit  hara-kiri. 

FGN-1  encourages  cancerous  cells 
to  do  away  with  themselves. 
Although  it  may  not  be  able  to 


destroy  mature  tumors,  in  precancer- 
ous lesions  it  can  nudge  the  balance 
between  cell  birth  and  death  just 
enough  to  wipe  out  lesions.  In  so 
doing,  it  minimizes  the  chance  that 
one  of  those  precancerous  cells  will 
develop  into  a  deadly  cancer. 

Cell  Pathways  has  used  its  knowl- 
edge of  the  action  of  FGN-1  to  iden- 
tify 400  other  molecules  that  act  sim- 
ilarly. Some  are  far  more  potent.  The 
company  hopes  that  patents  on  these 
molecules  and  on  the  cell  pathway 
itself,  together  with  its  three-year 
head  start  in  gaining  FDA  approval, 
will  keep  it  ahead  of  the  big  drug 
companies.  "We  hear  on  the 
grapevine  that  Searle  is  entering  a 
phase  I  trial  for  cancer  chemopreven- 
tion,"  says  Pamukcu. 

FGN-1  has  cleared  polyps  in  famil- 
ial polyposis  patients  in  phase  I  and 
phase  II  trials;  phase  III  trials  began 
at  the  end  of  May.  Other  studies  will 
focus  on  cervical,  breast  and  prostate 
cancers.  These  three  cancers  often 
telegraph  their  punches  with 
detectable  precancerous  changes  in 
the  body's  cells.  A  particularly  inter- 
esting study,  already  begun,  follows 
smokers  whose  sputum  shows  dan- 
gerously altered  lung  cells. 

If  the  drug  works  on 
precancerous  conditions 
without  showing  side 
effects,    then  what? 
Maybe  doctors  will  end 
up  prescribing  it  as  a 
routine  anticancer  pre- 
ventive for  anyone  even 
remotely  at  risk  of  cancer. 
'Potentially,"  says  Robert 
Towarnicki,  chief  execu- 
tive of  Cell  Pathways, 
"this    could    be  the 
biggest  pill  of  all  time." 

Maybe  yes,  maybe  no. 
Even  the  smallest  side 
effect  could  outweigh  the 
benefits  of  such  a  drug  for 
people  who  are  at  low  risk  of 
getting  cancer.  Moreover,  the  long- 
term  effects  of  cancer  prevention  on 
life  expectancy  will  necessarily  take 
many  years  to  demonstrate. 

Nichols  never  got  a  chance  to  ben- 
efit from  the  drug.  In  May  1996  he 
died  of  a  stomach  cancer  unrelated  to 
his  prior  condition.  But  the  effort  he 
launched  goes  on.  ■ 
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INTRODUCING 
SUPER  G3 

FAX  TECHNOLOGY. 


Qano^oW^  you  to  the  LASER  CLASS®  9000  Series  with  Super  G3  Technology. 
Now  you  can  transmit  LASER  CLASS  faxes  at  the  laser-like  speed  of  approximately 
3  seconds  per  page**  That's  twice  as  fast  as  ordinary  G3  machines  —  fast  enough 
to  knock  those  lofty  phone  line  charges  right  on  their  bottom  line. 
With  Super  G 3,  features  like  a  faster  handshake  protocol  and  new  JBIG 

Technology  make  faxing  more  cost 
effective,  and  your  whole 
office  more  productive.  Plus, 
special  networking  g^jp^p 
options  will  enable  rron^^« 
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options  will  enable  rran^^« 

I  i  I  E I  *m  ^ 

the    LASER    CLASS    HIGH-SPEED  FACSIMILE 


IME  UP  TO  79%* 


the    LASER    CLASS    HIGH-SPEED  FACSIMILE 

9000  Series  to  serve  your  work- 
group's printing,  PC  faxing  and 
scanning  needs. 

Imagine  reducing  costs  and 
improving  your  output  quality  at 
the  same  time.  The  LASER  CLASS 
9000  Series  scans  at  400  dpi  and 
prints  at  600  dpi,  while  our 
exclusive  UHQ™  VI  image  processing 
gives  you  unmatched  depth  and 
clarity.  All  from  a  company  that 
gives  you  unmatched  support 
and  service. 

For  a  fast  solution  to  your  faxing 
costs,  call  1-800-OK-CANON  any- 
time. Or  connect  with  us  on  the  Web 
at  http://www.usa.canon.com. 


TECHNOLOGY 

COMPUTERS /COMMUNICATIONS  .., 

Encad  got  whipped  by  Hewlett-Packard  for  a  decade. 
Then  it  got  into  an  entirely  new  line  of  printing. 

Picture  perfect 


By  Ann  Marsh 

Clifford  McCarney,  vice  president 
of  sales  at  Encad  Inc.,  squinted  at  a 
photo  of  a  team  of  Japanese  news- 
casters sitting  on  their  new  set.  "That 
set  looked  expensive  like  you  would 
not  believe,"  he  says.  But  expensive  it 
wasn't.  The  "marble"  pillars  were 
trompe  l'oeil,  a  computer-generated 
image  made  with  an  Encad  printer. 

At  a  trade  show  recentiy  McCarney 
came  across  a  fashion  designer  who 
had  reconfigured  a  50-inch  Novajet 
Pro  to  print  a  pattern  on  fabric.  As  a 
crowd  watched,  a  seamstress  quickly 
cut  out  and  stitched  together  a  dress 
from  the  printed  material.  In  West 
Germany  a  baker  ran  food  coloring 
through  ink  jets  on  a  rebuilt  Encad 
printer  to  decorate  marzipan  desserts. 

These  are  all  examples  of  the  grow- 
ing and  unpredictable  market  for 
graphics  printers — in  which  Encad 
has  taken  the  lead.  It  started  when 
Encad  put  color  ink  jets  on  wide- 
format  printers.  Nothing  so  surpris- 
ing in  the  idea,  except  that  someone 
had  to  think  of  it  first.  Encad  did. 

It  created  this  niche  in  1993  when 
it  marketed  the  first  wide-format 
printer  with  a  photo-realistic  capabil- 
ity. These  printers  can  pack  up  to  300 
by  300  dots  of  colored  ink  on  a 
square  inch  of  paper  fast  enough  to 
finish  a  2-foot-by-3-foot  poster  in  as 
little  as  six  minutes.  Before,  if  you'd 
wanted  to  do  something  like  that  you 
would  have  needed  to  go  to  a  screen 
printer,  who  would  make  the  design. 

Encad's  13  printers,  which  range 
from  24  to  60  inches  wide,  go  for 
between  $2,000  and  $25,000.  hp 
began  competing  for  the  same 
market  in  May,  releasing  the  36-inch 
Designjets  2500CP  and  2000CP. 
Still,  that's  two  HP  graphics  printers 
to  Encad's  13. 

HP  isn't  used  to  playing  catch-up 
with  Encad.  Through  the  1980s 
Encad   sold   pen   plotters — wide- 


Instant  gratification 

Encad  founder  David  Pureed 

with  life-size  view 

of  President  Richard  Plante. 


format  machines  that  drag  a  stylus 
over  big  sheets  of  paper  to  draw  blue- 
prints and  other  such  sketches.  But  it 
couldn't  beat  HP,  which  held  on  to 


70%  of  that  market. 

Encad's  sales  peaked  at  $3  million 
in  1983,  then  fell  off,  forcing  the 
company  to  shrink  its  payroll  from  75 
to  16  employees.  Founder  David 
Purcell's  venture  capitalists  wanted 
him  to  fold.  In  Encad's  own  annual 
report,  Deloitte  &  Touche  predicted 
the  company  was  dying.  When  an 
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emergency  deal  for  $3  million  fell 
through  in  1984,  Purcell  walked  out 
along  San  Diego's  marina  by  himself 
"I  had  a  pain  in  my  chest  that  was 
huge,"  he  recalls. 

The  skeletal  staff  worked  grueling 
hours  in  the  mid-1980s  to  put  out  a 
new  wide-format  pen  plotter. 
Though  Purcell  had  no  background 
as  an  engineer,  he  spent  a  year 
designing  the  new 
i  model's  grit-drive 
I  assembly  himself. 
"When  you're  under 
enormous  pressure, 
you  do  what  you  have 
to  do,"  he  says. 

The  15  printers 
that  went  out  in  the 
first  shipment  were  a 
success.  Encad 
snagged  $5  million  a 
year  away  from  HP 
between  1986  and 
1991.  It  was  enough 
to  stave  off  bankrupt- 
cy but  not  much 
more.  But  the  breath- 
ing space  let  the  com- 
pany develop  a  new 
idea:  mounting  ink  jet 
cartridges  on  pen 
plotter  bodies  to  print 
photo-real  images. 
Doing  that  would 
take  a  $600,000  loan. 
The  banks  told  Pur- 
cell to  give  up. 
Hadn't  he  had 
enough? 

Apparently  not. 
Purcell  convinced  his 
suppliers     to  take 
delayed  payments.  His 
landlord  took  a  note 
A    of  credit  in  lieu  of 
rent.  He  signed  per- 
jM        sonal  guarantees  on 
the  loan.  Money  in 
Jtk      I    hand,  Encad  built  its 
first       wide -format 
printer  with  color  ink  jets  and  cap- 
tured a  new  market.  Encad  initially 
used  HP  ink  cartridges,  the  source  of  a 
continuing  legal  dispute  between  the 
two.  It  has  since  switched  to  another 
supplier.  After  a  decade  of  struggle, 
Encad  became  an  "instant"  success. 

Well,  not  quite.  The  lean  years  had 
downsized  the  Purcell  family  out  of 


their  large  house,  into 
a  smaller  house  and, 
finally,  an  apartment. 
Purcell's  wife  devel- 
oped rheumatoid 
arthritis — in  part,  he 
suspects,  because  of 
the  stress.  Trying  to 
stay  alive,  Purcell 
traded  away  most  of 
his  equity  in  Encad. 

On  the  other  hand, 
Purcell's  remaining 
8%  is  worth  $34  mil- 
lion of  Encad's  $427 
million  market  cap. 
"We  went  from 
having  no  money  to 
having  millions  in  the 
bank,  and  I  couldn't 
spend  it  fast  enough," 
Purcell  says.  Encad  is 
hiring  about  1 00  new 
people  a  year  to  try  to 
keep  pace. 

Encad  is  lucky  to 
have  shifted  its  for- 
tunes out  of  tradition- 
al computer-aided 
design,  a  mature 
market  that's  topped 
out  at  about  a  billion 
dollars  a  year.  In  con- 
trast, Marco  Boer  of 
IT  Strategies  in 
Hanover,  Mass.  predicts  that  the 
graphics  market,  worth  around  $200 
million  last  year,  will  balloon  to  $700 
million  by  1998.  Today  Encad  has 
slightly  more  than  50%,  HP  less  than 
20%.  The  balance  is  split  between  a 
diverse  field  of  competitors  including 
Raster  Graphics  of  San  lose,  Calif, 
and  CalComp  of  Anaheim,  Calif. 

"Yes,  they  (Encad)  were  the  first  to 
market.  Yes,  they  have  more  prod- 
ucts. But  this  is  not  a  small  race.  It's 
a  marathon,"  says  Bernard  Meric, 
head  of  hp's  wide-format  division, 
headquartered  in  Barcelona,  Spain. 
"We  are  going  to  win,"  he  proclaims. 
He  adds  that  hp  will  introduce  a  new 
printer  every  six  months. 

Purcell  has  heard  it  all  before. 
"They've  said  for  years  they're  going 
to  overtake  us,"  he  says.  "My  goal  is 
to  stay  ahead  of  them." 

Three  trends  make  the  economics 
look  good  for  everyone  in  graphics 
printing:  the  growth  of  digital  pho- 


With  photo-realistic  printing,  the  art  world  has  a  new  medium 
to  play  with.  Rick  Globus  (above),  of  Globus  Creative  in 
New  York  City,  produces  art  on  his  Encad  NovaJet.  Globus 
scans  colorized  photographs  into  a  computer  and  prints 
out  the  data  in  extreme  colors  on  canvas.  Elsewhere, 
SaltWaterColors,  in  San  Diego,  Calif.,  prints  designs  on 
rice  paper  for  inlay  on  surfboards.  Encad  printers  enable 
designers  to  fill  tall  office  buildings  with  cheap  reproductions. 


tography,  continued  innovation  in 
computing  and  a  robust  supplies 
market.  Supplies  count  for  about  20% 
of  Encad's  revenues,  and  no  wonder: 
A  $10,000  graphics  printer  can  run 
through  $10,000  in  supplies  in  a 
year.  An  ink  jet's  ink  and  cartridge 
cost  $300. 

"The  potential  is  barely  tapped," 
says  Mark  Lewis,  Encad's  vice  presi- 
dent of  marketing. 

As  the  use  of  digital  photography 
continues  to  expand,  so  will  the  use 
of  digital  printers.  A  good  illustration 
of  why  is  the  1996  Olympic  Games  at 
Atlanta.  Nikon  handed  out  300  digi- 
tal cameras  to  professional  photogra- 
phers, who  shot  gymnastics,  track  and 
swimming  events.  Digital  information 
from  the  cameras  was  fed  into  com- 
puters, and,  minutes  after  events 
ended,  Encad  printers  spat  out  20- 
foot  posters  of  the  athletes. 

Instant  gratification.  Says  Encad's 
Lewis:  "People  were  blown  away."  Wk 
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Claudio  Osorio  is  the  man  to  watch  in  computer 
wholesaling— in  good  part  because  he  deliberately 
stays  out  of  the  world's  richest  market. 

Picking 
his  targets 


By  Shailaja  Neelakantan 

Claudio  Osorio,  38,  entered  com- 
puter wholesaling  only  in  1985  and 
has  already  expanded  his  revenues  33 
times,  all  while  avoiding  the  fattest 
market  of  all,  the  U.S.  This  country 
has  41%  of  the  PCs  on  the  planet. 
Osorio's  Miami-based  company,  CHS 
Electronics,  wants  no  part  of  it.  He 
peddles  PCs,  software,  networking 
equipment  and  peripherals  like  print- 
ers and  modems  to  resellers  in 
Europe  and  Latin  America. 

In  the  U.S.,  computer  retailing  is 
shifting  to  direct  sellers  like  Dell  and 
to  large  national  chains  like  Comp- 
USA, neither  of  which  have  a  need 
for  a  wholesaler  to  stand  between 
them  and  a  manufacturer. 

But  smaller  markets  still  have  frac- 
tured distribution  systems  that  offer 
opportunities  to  smart  wholesalers 
who  understand  the  quite  different 
local  markets.  Osorio  has  the  cos- 
mopolitan flair  to  stitch  all  these 
pieces  together.  He  was  born  in 
Venezuela,  studied  law  and  business 
and  speaks  five  languages.  He  learned 
the  wholesale  business  young.  At 
the  age  of  16  he  was  wholesaling 
sporting  goods  for  a  firm  he 
cofounded.  In  1985  he  got  out  of 
sporting  goods  and  switched  to  a 
product  with  a  little  more  action: 
computers.  He  started  by  assembling 
PCs  for  Venezuelan  and  then  German 
markets. 

Merisel,  the  publicly  held,  number 
two  computer  equipment  distributor, 
never  got  the  knack  running  a 
multinational  wholesale  o  -  ration.  It 
could  not  make  its  European  outfits 
profitable.  So  in  Septeml  l996 
Osorio  bought  Merisel's  -can 


Claudio  Osorio  of  CHS 

Thin  margins  go  far  on  huge  volume. 


and  Latin  American  operations  for  a 
song,  0.8  times  revenue.  That  one 
acquisition  kicked  his  revenues  from 
$937  million  in  1995  to  $1.9  billion 
last  year. 

Merisel's  European  unit  was  so 
mired  in  losses  that  no  one  would 
touch  it.  Osorio  took  it  on  the  con- 
dition that  he  would  also  get 
Merisel's  profitable  Latin  American 
unit.  Merisel  would  probably  have 
made  more  money  selling  the  pieces 
separately,  but  it  accepted  Osorio's 
deal,  glad  to  be  finally  rid  of  Europe. 

In  January  1993  Osorio  acquired  a 


German  distributor  of  Hewlett- 
Packard  products.  It  proved  a  prize 
catch:  hp  now  makes  up  34%  of  all 
CHS'  sales.  CHS  paved  the  way  for  HP's 
entry  into  untapped  markets  like  the 
Czech  Republic  and  other  Eastern 
European  countries.  All  told,  Osorio 
has  since  acquired  some  20  compa- 
nies throughout  Europe  and  Latin 
America,  the  latest  (announced  on 
June  23)  a  Swiss  firm  that  should  add 
$1  billion  in  annual  revenue. 

Osorio  characterizes  the  buyouts  as 
"earnouts"  because  in  most  cases  he 
keeps  the  original  owners  on  as 
salaried  employees,  also  compensat- 
ing them  on  the  basis  of  future  earn- 
ings. "My  army  of  entrepreneurs,"  he 
calls  them. 

In  another  business  Osorio's  pace 
of  acquisitions  would  border  on  reck- 
less. In  the  fast-moving  computer 
industry  it  is  a  defensive  strategy. 
Even  though  it  operates  in  relatively 
small  markets,  CHS'  combined  heft 
gives  it  clout  with  suppliers  and 
economies  of  scale. 

Talk  about  slim  margins.  CHS  will 
probably  net  a  mere  $28  million,  or 
$1.70  a  share,  this  year  on  revenues 
of  $4  billion.  But  this  isn't  bad  for  a 
distributor  that  can  turn  over  its 
inventory  nine  times  a  year.  Though 
its  return  on  sales  may  look  skinny,  its 
return  on  capital  is  most  impressive. 

How  does  this  young  company 
finance  its  acquisition  binge?  Osorio 
used  to  get  capital  from  venture  cap- 
italists in  Switzerland  and  Germany. 
A  year  ago  he  raised  $56  million  in  a 
secondary  stock  offering,  selling  40% 
of  the  company.  The  stock  has 
climbed  from  its  offering  price  of  12 
to  31 — much  to  the  credit  of  its 
underwriter,  Raymond  James  & 
Associates.  With  its  stock  at  a  healthy 
20  times  trailing  earnings,  CHS  now 
has  the  wherewithal  to  expand.  Most 
of  its  deals  these  days  are  paid  for 
with  a  mix  of  cash  and  stock. 

CHS  is  now  the  fourth-largest  in  the 
business,  after  Ingram  Micro,  Tech 
Data  and  Germany's  Computer 
2000.  Don't  be  surprised,  however,  if 
it  continues  to  move  up  the  list.  The 
recent  Swiss  acquisition  includes  an 
Asian  subsidiary;  Osorio  says  he  will 
further  expand  into  Asia  this  year. 
Now  there's  a  market  he  can  really 
sink  his  teeth  into.  M 
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Are  you  having  trouble  dealing  with  information  overload  in  the  computer  age? 
Cliff  High  suggests  you  try  his  new  way  to  read. 

Super  speed-reading 


By  Nikhil  Hutheesing 

Marc  Prensky  stares  at  his  computer 
monitor  as  it  pours  a  treatise  on  deriv- 
atives into  his  brain.  The  Bankers  Trust 
vice  president  doesn't  scan  the  screen, 
he  fixes  on  a  single  point — and  lets  his 
eyes  inhale.  Meet  Vortex,  a  speed-read- 
ing system  that  turns  the  old  Evelyn 
Wood  technique  on  its  head.  Instead  of 
grasping  a  paragraph  at  a  glance,  you 
catch  the  text  word  by  word. 

"The  Nintendo  generation  is 
entering  the  work  force,"  explains 
Prensky,  who  is  considering  using  this 
fast-paced  technology  to  train 
employees  at  Bankers  Trust.  "We  are 
trying  to  develop  Twitch-Speed 
Training  techniques  so  the  Nintendo 
babies  don't  get  bored." 

Bankers  Trust  got  the  speed-read- 
ing idea  from  Cliff  High,  a  computer 
programmer  in  Washington  State. 
Tucked  away  in  a  log  cabin  among 
cedar  and  fir  trees  on  the  outskirts  of 
Olympia,  High  runs  Tenax  Software 
Engineering,  an  outfit  that  does  tech- 
nological analysis  and  design.  High 
says  besides  not  straining  attention 
spans,  his  software  will  make  Bankers 
Trust's  bankers  more  productive. 

But  do  we  need  a  new  way  to  read? 
What's  wrong  with  reading  scratches  on 
papyrus  as  our  ancestors  did,  and  as  we 
still  essentially  do?  "This  reading  inter- 
face has  worked  well  ever  since,"  says 
High,  "but  it  doesn't  translate  well  to 
reading  from  the  computer  monitor." 

High  realized  he  and  his  employ- 
ees were  spending  too 
much  time  plowing 
through  E-mail  and  elec- 
tronic research.  A  comput- 
er screen  can't  quite  equal 
the  sharpness  of  printed 
text,  and  High  decided  this 
impeded  reading  speeds. 

On  the  other  hand,  com- 
puter text  can  be  blown  up 
to  any  size,  and  it  can  be 
flashed  faster  than  the  eye 


Your  brain 
takes  60 
steps  to  read 
a  word  on  a 
page  and  10 
to  read  one 
on  Vortex. 


can  move.  Why  not  exploit  those 
advantages?  High  got  to  work,  and 
since  1994  he  has  invested  $500,000 
of  Tenax's  money  to  develop  Vortex. 
He  says  he  has  cut  the  time  spent 
reading  E-mail  by  70%. 

To  switch  to  the  flash  format,  you 
load  Vortex  into  your  computer,  press 
the  attach  button  and  start  up  an  appli- 
cation, such  as  E-mail.  Vortex  gloms 
onto  the  application,  sucking  up  all  the 
words  and  spitting  them  out  at  up  to 
2,000  words  a  minute.  Tenax  has  sev- 
eral patents  pending  on  this. 

High  found  with  every  3%  incre- 
ment in  computer  screen  glare,  the 
brain  handles  15%  less  information. 
Dealing  with  the  glare  slows  the  brain's 
processing.  Solution:  Increase  the  con- 
trast between  words  and  background. 

High  cites  research  that  indicates 
your  brain  goes  through  60  steps  per 
word  as  it  interprets  text.  But  when 
his  software  flashes  the  words  to  your 
retina  one  at  a  time,  the  process  takes 
only  around  10  steps  per  word. 

You  can  even  tailor  the  software  to 
your  personal  taste.  Don't  like  the 
swirly  font?  Change  it.  Can't  read  small 
print?  Make  it  800  points  big. 

High  wants  to  sell  his  software  to 
people  with  visual  problems.  He  him- 
self suffers  from  retro  bulba  neuritis  in 
his  right  eye,  which  grays  the  middle 
of  what  he  sees  out  of  that  eye.  But 
with  Vortex,  High  can  enlarge  the 
word  and  use  peripheral  vision  to  see 
one  word  at  a  time.  Vortex 
enables  him  to  read  at  1,180 
words  per  minute. 

High  plans  to  release  a 
new  version  this  summer 
that  can  work  with  Netscape 
and  Microsoft  browsers. 
The  software  will  stream 
Web  text  to  your  eye.  High 
promises  it  will  also  filter  out 
ads.  This  Web  compatibility 
should  help  High  distin- 


Cl iff  High,  president  of  Tenax  Software 
A  new  way  to  read? 


guish  his  product  from  others,  such 
as  those  put  out  by  Proportional 
Reading  in  Beverly,  Mass. 

High's  dream  of  changing  the  way 
people  read  is  probably  only  that,  a 
dream.  If  you  miss  a  word  flashed  on 
the  screen  by  his  software,  rewinding 
is  more  painful  than  scanning  your 
eyes  back  along  a  line.  And  you  also 
lose  all  sense  of  spatial  orientation  of 
words  on  a  page:  Flagging  an  item 
and  finding  it  later  is  difficult. 

In  the  real  world  its  uses  will  prob- 
ably be  more  limited  than  High  envi- 
sions. Still,  give  him  credit:  In  chal- 
lenging basic  assumptions  about 
reading  and  interfaces,  he's  helping 
to  make  the  computer  more  versatile. 

So  far  he  hasn't  set  the  world  on 
fire.  The  company  has  sold  on  the 
Web  (www.atonce.  com)  since  1994, 
but  revenues  this  year  won't  top  $1.5 
million.  Even  if  his  Web  version  catch- 
es on,  changing  the  way  people  read 
will  be  tough.  "We  are,  no  doubt,  a 
weird  company,"  admits  High.  "We 
live  and  work  out  in  the  woods,  and 
we  don't  hype  our  software.  But  that 
keeps  our  costs  low."  '"M 
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Bone  pain 
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This  year,  1 .4  million  new  cases  of  cancer  will 
be  diagnosed  in  the  U.S.  In  some  300,000  of 
these  patients,  the  disease  may  eventually 
spread  to  the  bone,  where  it  can  cause  debili- 
tating pain. 

There  are  several  ways  to  fight  pain.  Power- 
ful opiates,  such  as  morphine,  can  deaden  the 
nerves.  Direct- beam  radiation  from  a  radioac- 
tive isotope  or  a  particle  accelerator  can  attack 
both  the  tumor  and  the  pain. 

Yet  both  treatments  have  side  effects.  Opi- 
ates, of  course,  cause  heavy  sedation  and  may 
depress  breathing  rhythm.  They  can  also  cause 
persistent  nausea.  Direct- beam  radiation  can 
get  to  the  tumor  only  by  traveling  through 
healthy  tissue,  so  it  inevitably  kills  some 
healthy  bone  marrow  cells,  the  body's  nursery 
for  new  blood  cells.  It's  not  a  big  problem  if 
only  one  or  two  bone  tumors  have  been 
found,  but  as  they  multiply,  so  do  the  damag- 
ing side  effects  of  beam  treatments. 

Rather  than  beam  radiation  from  a  source 
outside  the  body,  researchers  have  sought  to 
develop  so-called  magic  bullets  that  carry  the 
source  right  to  the  tumor.  In  recent  years  they 
have  had  some  success.  The  basic  idea  is  this: 
Identify  a  material — phosphorous,  say,  or 
strontium — that  is  taken  up  by  newly  growing 
bone,  such  as  a  bone  tumor.  Then  manufac- 
ture a  radioactive  isotope  of  this  material  and 
inject  it  into  the  patient's  bloodstream.  The 
"hot"  material  will  be  automatically  incorpo- 
rated into  growing  tumors  of  the  bone.  The 
radiation  kills  tumor  cells  in  the  immediate 
area  and  relieves  pain,  while  presumably  caus- 
ing less  damage  to  normal  tissue  than  direct- 
beam  radiation. 

It's  a  good  idea,  but  results  have  been 
mixed,  and  the  drugs  still  are  not  widely 
accepted. 

The  most  commercially  visible  bone-seek- 
ing radiopharmaceutical  is  probably  a  drug 
from  Amersham  based  on  radioactive  stron- 
tium-89,  trade-named  Metastron.  A  new 
drug  from  Du  Pont  Merck,  by  way  of  tiny 
Cytogen  Corp.  of  Princeton,  N.J.,  based  on 
the  isotope  samarium-153,  was  first  approved 
for  marketing  by  the  Food  &  Drug  Adminis- 
tration on  Mar.  31  of  this  year.  Shipments 
began  in  early  summer. 

The  new  drug  is  trade-named  Quadramet. 
Declares  Dr.  Thomas  McKearn,  a  physician 


and  scientist  who  is  Cytogen's  chief  executive, 
"Quadramet  really  is  a  magic  bullet."  For 
every  100  molecules  of  Quadramet  injected, 
65  molecules  go  straight  to  a  bone  tumor  site 
and  bind  there.  Most  of  the  unbound  medi- 
cine is  quickly  cleared  in  the  urine  so  that  the 
cell-killing  action  of  the  drug  is  well  localized 
to  tumors.  Patients  tested  had  an  average  of 
ten  bone  tumor  sites.  Significant  pain  relief 
may  be  reported  within  a  week  of  injection, 
and  maximum  relief  usually  comes  within 
three  or  four  weeks.  The  injection  treatments 
can  be  repeated  as  many  as  ten  times. 

Du  Pont  Merck  is  a  private  partnership.  Its 
radiopharmaceuticals  division  is  based  in  Bil- 
lerica,  Mass.,  and  the  company  has  special 
manufacturing,  marketing  and  delivery  capa- 
bilities that  are  peculiar  to  the  radiopharma- 
ceutical business.  For  example,  the  samarium 
isotope  in  Quadramet  has  a  half- life  of  just  46 

Magic  bullet?  For  every  100 
molecules  of  Quadramet  injected, 
65  molecules  go  straight  to  a  bone 
tumor  site  and  bind  there. 


hours,  which  means  the  drug  must  be  created, 
packaged  and  delivered  to  the  patient's  physi- 
cian in  jig  time. 

Du  Pont  Merck  has  licensed  Quadramet 
from  Cytogen,  and  Cytogen,  in  turn,  devel- 
oped the  drug  under  license  from  Dow 
Chemical.  How  did  tiny,  chronically  unprof- 
itable Cytogen  (sales  last  quarter,  $4  million, 
operating  expenses,  $12  million)  get  this 
important  connection?  Its  associate  director  of 
pharmaceutical  development,  William  F. 
Goeckeler,  was  one  of  the  inventors  of 
Quadramet,  and  he  has  been  working  on  this 
drug  ever  since  1984. 

Treatment  with  Quadramet  probably  will 
cost  $2,000  per  injection,  and  analysts  have 
suggested  that  Cytogen  could  realize  as  much 
as  26%  of  net  sales  in  license  fees.  Cytogen  is  a 
$5  stock.  It  has  three  FDA-approved  products, 
but  it  also  has  a  long,  sorry  history  of  losses. 

In  brief,  limit  your  enthusiasm.  Cytogen  is  a 
speculation  in  both  the  scientific  and  the  busi- 
ness senses  of  the  word.  Because  Quadramet 
looks  promising,  and  because  of  the  associa- 
tion with  Du  Pont  Merck,  we  accumulate 
Cytogen  for  customers  at  prices  below  $6.  M 
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EXPERIENCE  THE  ULTIMATE  IN  POWER,  PERFORMANCE  AND  CONTROL 

(RADIO  NOT  INCLUDED).  Imagine  your  whole  company  as  responsive  as  a  high-performance  automobile. 

That's  the  advantage  of  Tivoli  enterprise  systems  management  software.  Tivoli  gives  you  the  power  to  manage  al  I  your 
systems,  networks  and  applications  from  a  central  point.  So  you  can  roll  out  new  apps,  configure  desktops  and  maintain 


"  resources  —  all  through  one  truly  open,  highly  scalable  technology  that  works  across  diverse  piatforms.  Over  350 
irdware  and  software  vendors  work  with  us.  Which  gives  you  more  "best  of  class"  choices  now,  and  down  the  road, 
link  about  it.  Technology  choices  from  350  vendors.  Single-point  control  by  Tivoli.  Worldwide  support  from  IBM.  All 
orking  together  to  give  you  the  power  to  manage  anything.  Anywhere.  Visit  www.tivoli.com.  Or  call  1  800  2TIV0LI. 


Tivoli  Systems  Inc.  www.tivoli.com 
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Tests  discriminate 
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Looking  to  hire  someone  off  welfare? 
Don't  ask  about  age,  family,  alcoholic  prefer- 
ence or  drug  history.  Don't  check  on  prior 
criminal  record.  Even  if  your  candidate  has 
worked  before,  don't  waste  time  asking  for 
prior  references — few  employers  dare  supply 
anything  useful  any  more.  And  don't  adminis- 
ter any  standard  tests  of  academic  proficiency. 

When  was  testing  outlawed?  It  never  was, 
exactly.  But  the  fanatical  legal  attack  on  dis- 
crimination has  ended  up  killing  our  ability  to 
discriminate  in  favor  of  honesty,  capacity  and 
willingness  to  work  and  to  discriminate 
against  weakness,  sloth,  ineptitude,  dipsoma- 
nia, narcolepsy,  violence  and  vice.  My  Man- 
hattan Institute  colleague  Walter  Olson  sets 
out  the  legal  history  in  vivid  detail  in  his  new 
book,  The  Excuse  Factory  (Free  Press). 

The  assault  on  testing  in  the  workplace  is 
ironic.  Rigorous,  standard,  mandatory  nation- 
al tests  are  all  the  political  rage  these  days — for 
kids  in  public  schools,  that  is.  We  need  good 
tests  because  we  need  good  education,  which 
kids  need  to  get  good  jobs.  All  true.  But  if 
you  happen  to  have  a  good  job  to  fill,  forget 

Suppressing  tests  in  the  workplace 
surely  hurts  us  economically  at  least 
as  much  as  promoting  them  in  the 
schoolroom  could  ever  help. 

you  ever  heard  any  of  this.  The  results  of  any 
academic  test  you  administer  will  invariably 
correlate  with  something  legally  unacceptable. 
Good  intention  is  no  excuse:  Any  unaccept- 
able "impact"  puts  the  onus  on  you,  the  job 
creator,  to  prove  that  learning  actually  makes 
a  difference  in  your  workplace.  Go  ahead:  Per- 
suade the  employment  police  that  literate  fire- 
fighters really  do  douse  the  flames  faster. 
You'll  say  it's  about  basics,  like  knowing  when 
to  pull  on  a  closed  door  and  when  to  push. 
And  they  just  won't  buy  it. 

The  way  modern  employment  laws  are  writ- 
ten— vague,  loose  and  precatory — the  regula- 
tors don't  have  to.  There's  no  rigorous  sci- 
ence to  testing  the  quality  of  a  human  mind, 
and  there  never  will  be.  Yet  nobody  can  seri- 
ously doubt  that  tests  of  almost  any  kind 
achieve  precisely  what  they're  supposed  to. 
Tests  scare  people,  younger  people  especially, 
and  scare  them  in  the  right,  mind-improving 


direction.  Many  grown-ups  have  the  unpre- 
pared-for-the-test  nightmare  years  after  they 
aced  their  last  college  exam.  Fear  of  failure 
before  a  test  is  an  excellent  thing,  because  it 
makes  failure  itself  less  likely  in  life  thereafter. 
Tests  give  the  test  taker  a  powerful  incentive 
to  acquire  new  skills,  and  they  let  the  test 
giver  reward  them. 

Suppressing  tests  of  skill  in  the  workplace 
surely  hurts  us  economically  at  least  as  much 
as  promoting  them  in  the  schoolroom  could 
ever  help.  Employer  testing  is  certain  to  be 
fairer  and  more  accurate  than  testing  in  public 
schools.  Employers  have  the  same  general 
reason  to  test  as  teachers  do:  to  find  out  who 
is  able  to  do  what.  But  employers  have  far 
more  incentive  to  test  intelligently  and  objec- 
tively. Teachers  don't  get  fired,  schools  hardly 
ever  close,  just  because  countless  students 
enter  school,  stumble  upward  through  12 
grades,  and  ultimately  graduate  without  learn- 
ing a  thing.  There's  equally  little  positive  feed- 
back for  teachers  and  schools  that  perform 
brilliantly.  Workplace  testers  face  the  far  harsh- 
er discipline  of  the  marketplace. 

But  why  complain,  about  testing  or  any- 
thing else,  when  the  national  employment  sta- 
tistics are  so  good?  Because  crippling  legal 
habits  are  always  picked  up  in  times  like  these, 
in  much  the  same  way  as  kids  start  smoking  at 
a  time  when  they're  too  healthy  ever  to  die. 

We  are  on  top  of  the  economic  world  at  the 
moment  because  information  technology  pro- 
pelled us  there  while  the  rest  of  the  world  was 
smothered  by  employment  laws  even  more 
poisonous  than  our  own.  Europe's  legislators 
have  performed  quite  as  badly  as  our  litiga- 
tors, and  have  been  at  it  longer.  South  Ameri- 
ca and  much  of  Asia  immobilized  capital 
instead,  and  the  economic  consequences  were 
even  worse.  All  very  lucky  for  us.  But  legal 
luck  can  change. 

So  here's  a  modest  legislative  proposal:  Give 
employers  blanket  immunity  to  administer, 
and  act  upon,  any  standardized  academic  test 
routinely  given  in  any  public  school  or  univer- 
sity. While  we're  at  it,  why  not  create  an  enter- 
prise zone  consisting  of  all  current  welfare 
recipients.  Employers  would  be  encouraged  to 
hire  from  this  pool  by  being  given  total  liberty 
to  fire  back  into  it.  Employers  can't  possibly 
discriminate  against  the  wholly  unemployed — 
women  and  minorities  disproportionately 
among  them — any  more  than  they  already  do. 
With  fewer  lawyers  in  the  way,  they  just  might 
discriminate  against  them  less. 
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Remember  the  drinking  man's  diet  of  the  1960s? 
It's  back,  but  be  skeptical. 

Meat's  neat 


By  Alexandra  Alger 

What  a  seductive  message:  Losing 
weight  doesn't  have  to  be  painful.  Go 
ahead,  have  the  rib  eye,  a  few  glasses  of 
wine,  even  a  brandy.  Just  shun  the 
mashed  potatoes  and  the  pie,  and 
those  pounds  will  melt  away. 

Remember?  That  was  The  Drinking 
Man's  Diet,  published  to  great  success 
(2.4  million  copies)  in  1964.  San  Fran- 
cisco publisher  and  aerial  photog- 
rapher Robert  Cameron,  now  86, 
put  out  the  book  with  the  aid  of 
University  of  California  nutrition- 
ists. Cameron  claimed  to  have 
shed  1 5  pounds  while  continuing 
to  enjoy  his  meat  and  martinis.  Dr. 
Robert  Atkins  capitalized  on  the 
protein  diet  fad  in  his  1972  best- 
seller, Dr.  Atkins'  Diet  Revolution, 
which  advocated  eating  all  the 
meat,  even  marbled,  you  wanted. 

The  caveat  was:  avoid  most 
carbohydrates. 

Do  these  diets  work?  Up  to  a 
point.  Here's  why:  Carbohydrates  § 
make  up  half  of  the  average  Ameri-  j 
can's  caloric  intake.  If  you  really  do  § 
cut  them  back  drastically,  while 
keeping  your  fat  and  protein  consump- 
tion either  fixed  or  up  only  slighdy,  you 
lose  weight.  Essentially,  losing  weight 
on  the  diet  depended  upon  cutting 
back  more  calories  in  carbohydrates 
than  you  added  in  proteins.  How  big  a 
steak  can  anyone  eat? 

The  meat  diet  was  not  a  hit  with  the 
medical  establishment.  The  American 
Medical  Association  denounced  Dr. 
Atkins'  book  as  "unscientific  and 
potentially  dangerous  to  health." 

Two  decades  later,  Dr.  Atkins,  now 
66,  is  back,  and  with  him  a  new  crop  of 
protein  faddists  {Protein  Power  by 
Michael  R  Eades,  M.D.  and  Mary  Dan 
Eades,  M.D.;  The  Zone  by  Barry  Sears). 
Look,  they  say,  Americans  listened  to 
the  medical  establishment,  cut  back  on 


red  meat  and  lit  into  pasta  and  fat-free 
cookies,  and  what  happened?  The 
national  waistline  thickened.  A  third  of 
Americans  are  20%  or  more  above  ideal 
weight,  up  from  a  quarter  20  years  ago. 

That  enables  Dr.  Atkins  to  argue 
against  trying  to  lose  weight  on  carbo- 
hydrate-heavy fare.  "Diets  high  in  car- 
bohydrates are  precisely  what  most 


overweight  people  don't  need  and  can't 
become  slim  on,"  writes  Dr.  Atkins  in 
his  second  bestseller,  Dr.  Atkins'  New 
Diet  Revolution.  He  recommends  a 
nearly  all-protein,  high-fat  regime  for 
the  first  two  weeks — eggs,  meat,  fish, 
chicken,  cooked  any  way  and  in  any 
quantity  with  small  portions  of  salad 
and  green  vegetables.  Later  you  are 
allowed  slighdy  more  carbohydrates. 

But  before  rushing  to  the  butcher, 
be  aware  that  mainstream  dieticians 
recommend  a  very  different  diet.  They 
want  you  to  emphasize  grains,  fruits 
and  vegetables;  only  15%  of  calories 
should  come  from  protein,  and  no 
more  than  30%  from  fat.  If  it's  steak 
you  want,  they  recommend  a  2 -ounce  - 
to- 3 -ounce  piece,  not  the  all-you-can- 


eat  approach  that  Atkins  says  is  okay. 

The  evidence  is  strong  that  saturated 
fat,  found  mainly  in  meat  and  dairy 
products,  clogs  arteries  and  causes  heart 
attacks.  In  recent  years  eating  red  meat, 
which  has  a  lot  of  fat,  has  been  linked  to 
colon  and,  possibly,  prostate  cancer. 
"One  of  my  patients  was  on  an  Atkins- 
style  diet  for  three  months,  and  his  cho- 
lesterol went  through  the  roof,  from 
220  to  325,"  says  Dr.  Louis  Aronne,  a 
Manhattan  specialist  on  obesity. 

The  best  course  may  lie  somewhere 
between  the  carbo  faddists  and  the  pro- 
tein faddists.  Dr.  Walter  Willett,  chair- 
man of  the  nutrition  department  at  the 
Harvard  School  of  Public  Health, 
doesn't  entirely  condemn  high-protein 
regimens.  "There's  an  element  of  trutii 
to  these  diets,"  he  says,  pointing  out 
that  the  alternative,  a  high-carbohy- 
drate diet,  can  cause  problems,  too. 

Willett  and  five  colleagues  mon- 
itored 65,173  healthy  nurses  from 
1986  to  1992  and  found  that 
those  with  diets  heavy  in  certain 
kinds  of  carbohydrates  and  low  in 
cereal  fiber  content  had  a  higher 
risk  of  developing  diabetes.  The 
dangerous  carbohydrates  were 
those  that  were  rapidly  absorbed, 
found  in  foods  like  potatoes,  white 
rice  and  white  bread.  Taking  your 
carbohydrates  in  fiber-rich  foods 
that  are  more  slowly  absorbed, 
such  as  apples,  bran  or  whole-grain 
breads,  decreases  the  risk.  "We've 
known  for  a  long  time  that  there's 
good  fat  and  bad  fat,"  Willett  says. 
"I  think  it's  turning  out  to  be  the 
same  with  carbohydrates." 
So  what's  a  person  to  do  who  needs 
to  get  back  in  shape?  High-protein 
diets  seem  to  work  but  are  nutritional- 
ly suspect.  High-carbo,  low-fat  diets 
work  for  some,  but  many  don't  suc- 
ceed because  they  overeat.  Best  advice: 
Forget  about  crash  diets.  "Ninety  per- 
cent of  dieters  ultimately  gain  back  the 
weight  they  lose,"  says  Glenn  Gaesser, 
associate  director  of  the  University  of 
Virginia's  adult  fitness  program. 

The  best  way  to  shed  those  dan- 
gerous excess  pounds  is  the  hard  way: 
Day  in  and  day  out,  keep  your  caloric 
intake  slightly  below  your  caloric 
output  by  exercising  and  eating  in 
moderation.  The  more  gradually  you 
lose  the  weight,  the  better  your 
chance  of  keeping  it  off  Wt 
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The  terminator 

Despite  their  discounts,  closed-end  bond  funds  are  lousy  buys. 
Well,  almost  all  are. 


By  Mary  Beth  G  rover 


"This  is  Capital  Gain,  over,"  says 
George  Karpus  into  !iis  two-way  ship- 
to-shore  radio.  He  is  maneuvering  his 
34-foot  boat  from  Lake  Ontario  to 
the  Genesee  River. 

The  boat  is  aptly  named  Capital 
Gain.  Karpus  manages  $220  million 
for  wealthy  individuals,  corporations 
and  foundations  and  has  come  a  long 
way  for  the  son  of  a  Pennsylvania  coal 
miner.  But  this  is  a  story  about  bonds, 
not  about  Horatio  Algers  or  boats. 


"Bonds  are  a  science,  stocks  are  an 
art,"  says  Karpus,  explaining  why  he 
prefers  fixed-income  securities.  The 
holder  of  a  physics  degree  from  St. 
Lawrence  University  in  Canton,  N.Y., 
Karpus  figures  he  can  handle  the  sci- 
ence part  of  it.  Science  tells  him  that 
the  best  action  is  in  closed-end  bond 
funds.  "To  me,  if  you  delve  into  it, 
it's  very  difficult  to  force  yourself  to 
go  out  and  buy  the  bonds  them- 
selves." That's  because  most  sell  at  a 


Moneyman 
George  Karpus 
"It's  like 
Michael  Jordan 
on  your 
basketball 
team." 


discount:  Why  pay  retail  when  you 
can  get  a  10%  discount? 

Yet  even  with  discounts  of  10%, 
some  closed-end  bond  funds  aren't 
good  buys.  Their  discounts  can  be  so 
overwhelmed  by  high  expenses  that 
an  investor  would  be  better  off  in  a 
cheap  Vanguard  fund. 

That  is,  unless  the  closed-end  bond 
fund  has  a  termination  date.  Termi- 
nation dates  are  a  feature  of  a  breed 
of  closed-end  bond  funds  called  term 
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trusts.  Wall  Street  issued  $11.6  billion 
of  them  in  the  early  1990s. 

It's  now  payback  time.  At  least  9 
term  trusts  have  terminated  already, 
and  some  31  more  are  expected  to 
terminate  during  the  period  between 
this  fall  and  2009.  Karpus  likes  them 
because  many  are  trading  at  discounts 
to  their  termination  price.  "They're  a 
layup.  A  slam  dunk.  It's  Michael 
Jordan  on  your  basketball  team." 

Karpus  is  a  believer.  He  has  com- 
mitted $110  million  of  his  clients' 
money — half  the  total — to  termina- 
tion trusts. 

But  he's  choosy.  The  fund  spon- 
sors can  make  bad  bets.  Hyperion 
1997  Term  Trust,  issued  five  years 
ago  at  $10,  made  bad  interest-rate 
bets.  The  trust,  run  by  Lewis 
Ranieri's  Hyperion  Capital  (he's 
Salomon  Brothers'  former  vice  chair- 
man), bet  the  wrong  way  on  interest 
rates,  and  Karpus  thinks  investors  will 
get  back  just  73  cents  on  the  dollar 
when  the  trust  terminates  this  fall. 

To  avoid  this  kind  of  risk,  says 
Karpus,  "We  tear  these  things  apart, 
and  we  talk  to  the  managements,  and 
we  are  keeping  tabs  on  the  duration 
and  what  is  in  the  fund.  Four  or  five 
[employees]  do  this  continuously." 

He  and  his  researchers  like  the  $1.3 
billion  BlackRock  2001  Term  Trust. 
The  fund  is  scheduled  to  terminate  on 
or  shortly  before  June  30,  2001.  It 
recently  traded  at  a  9.8%  discount  to 
its  $9.22  net  asset  value,  runs  up 
annual  expenses  of  0.64%  and  pays  a 
yearly  dividend  of  40  cents. 

Karpus  estimates  the  BlackRock 
fund  will  terminate  at  its  $10  target 
price.  Add  that  capital  gain  to  the 
interest,  and  Karpus  expects  an  annu- 
alized return  of  10%.  For  an  investor 
in  the  top  bracket  Karpus  figures  that 
would  produce  an  aftertax  yield  of 
6.6% — roughly  two  percentage  points 
higher  than  muni  and  Treasury 
bonds  of  comparable  maturity. 

It  helps  that  part  of  BlackRock's 
return  is  a  capital  gain,  taxed  at  a 
lower  rate  than  coupon  interest.  For 
complicated  reasons  a  discounted 
bond  fund  can  deliver  a  better  capital 
gain  treatment  than  a  comparable  dis- 
counted bond. 

Liberty  Term  Trust  1999  is  another 
Karpus  favorite.  The  fund  trades  at  a 
9.3%  discount  from  Karpus'  $9.02  esti- 


Payback  time 


Term  Trust* 

Net 
asset  value 

Recent 
price 

Yield 

Estimated 
termination  value 

Expected  annualized 
total  returnt 

BlackRock  1998 

$9.91 

$9.56 

5.2% 

$10.00 

7.9% 

Hyperion  1999 

7.22 

6.69 

6.4 

7.40 

9.6 

BlackRock  2001 

9.22 

8.38 

4.8 

10.00 

10.0 

2002  Target  Term 

14.93 

13.13 

6.6 

15.00 

9.1 

Hyperion  2005 

9.34 

7.81 

7.0 

10.00 

9.9 

*Taxable  bond  funds.  tTotal  expected  return  assumes  commission  costs  at  acquisition  of  0.5%  of  the  securities'  value. 

Source:  Karpus  Investment  Management. 


These  funds  are  supposed  to  terminate  within  the  next  eight  years. 
They  all  trade  at  discounts  to  net  asset  value  and  to  termination  value. 


mated  termination  value.  He  figures  an 
aftertax  annualized  return  of  5.9%. 

Karpus  fell  in  love  with  closed-end 
bond  funds  in  the  1980s  when  he 
was  head  of  the  trust  investment  divi- 
sion at  a  bank  in  Rochester,  N.Y.  He 
quit  when  the  bank  refused  to  use 


closed-end  funds  in  trust  portfolios. 
"It  was  like  heresy  to  tell  the  bank  we 
should  eliminate  our  common  trust 
funds  and  use  closed-ends."  Obvi- 
ously the  bank  was  wrong.  That's 
why  Karpus  can  tool  around  in 
his  boat.  WS 


Make  a  lolling 
in  potash 

Founders  Funds'  Brian  Kelly  has  a  nose 
for  fertilizer  stocks.  He  thinks  some  of  them 
smell  pretty  good  right  now. 


By  James  M.  Clash 

In  1995,  while  poring  over  agri- 
culture reports,  Denver- based  fund 
manager  Brian  Kelly  noticed  that 
world  grain  supplies  as  a  percentage 
of  consumption  were  near  alltime 
lows.  In  1987  grain  stocks  were  close 
to  30%  of  consumption;  by  1995 
they  had  dwindled  to  just  half  that. 
Why?  The  U.S.  government  had 
been  taking  land  off  the  market  by 
paying  people  not  to  farm. 

Kelly  dug  deeper.  The  world 
would  gain  an  average  of  100  million 
people  a  year,  and  diets  of  emerging 
nations  would  shift  from  grains  to 
meat,  requiring  more  grain.  In  short, 
grain  production  had  nowhere  to  go 


but  up.  That  meant  the  world  would 
need  more  fertilizer,  and  soon. 

Today  Agrium,  a  Calgary-based 
company  that  produces  nitrogen 
compounds  basic  to  fertilizer,  is  the 
largest  fertilizer  holding  in  the  two 
funds  Kelly  runs — Founders  Blue 
Chip  and  Founders  Balanced.  At  a 
recent  $11  (U.S.),  Agrium  sells  for 
just  over  six  times  projected  1997 
earnings.  Says  Kelly:  "In  a  market  this 
top-heavy,  it's  amazing  you  can  find 
a  quality  company  like  that  trading 
under  ten  times  earnings." 

There's  a  lot  to  like  in  the  stock. 
The  company  bought  in  10%  of  its 
outstanding  shares  this  spring  at  15. 
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It  paid  a  bit  too  much, 
but  there's  no  better  vote 
of  confidence.  As  a  result, 
Agrium  has  more  spare 
change  for  buy-ins:  It 
should  generate  80  cents  a 
share  in  free  cash  flow  this 
year  (net  income  plus 
depreciation,  minus  capi- 
tal expenditures). 

No  question  you  could  m^^m 
have  made  more  money 
in  the  past  decade  by  owning  brand 
names  like  Coca-Cola  than  by 
owning  farm  chemical  stocks.  But  if 
Coke  looks  expensive  to  you,  the  case 
for  fertilizer  stocks  is  pretty  interest- 
ing. For  one  thing,  Kelly  thinks  this 


"In  this  market, 
it's  amazing 
you  can  find 
a  quality  com- 
pany trading 
under  ten  times 
earnings 


5? 


fragmented  industry  is 
ripe  for  consolidation. 
Two  fertilizer  companies 
Kelly  bought — Vigaro  and 
Arcadian — yielded  hand- 
some premiums  as  they 
were  taken  over,  respec- 
tively, by  IMC  Global  and 
Potash  Corp.  of 
Saskatchewan. 

Kelly,  46,  is  at  home  in 
this  area  of  investing. 
Unlike  most  analysts,  he  knows  well 
the  smell  of  freshly  plowed  and  fertil- 
ized fields.  He  grew  up  in  Des 
Moines,  Iowa,  the  son  of  a  man  who 
invested  in  corn  farms.  After  getting 
law  and  M.B.A.  degrees  at  the  Uni- 


versity of  Iowa,  he  spent  eight  years 
as  a  lawyer  before  switching  to  a 
stock  analyst  position  in  Sears,  Roe- 
buck's pension  department.  For  the 
past  four  years  he  has  been  a  fund 
manager  in  Denver — first  at  Invesco, 
now  at  Founders — handily  beating 
the  returns  of  his  peers. 

Besides  Agrium,  Kelly  also  likes 
Potash  Corp.,  the  world  leader  in 
production  of  potash,  the  main 
source  of  potassium.  Corn  plants 
need  potassium  the  way  people  need 
vitamin  C.  Kelly  began  buying  the 
stock  last  July,  in  the  mid-60s.  It's 
now  trading  at  $76.25,  and  with 
recent  increases  in  the  price  of 
Potash,  he  thinks  it's  still  cheap  at  12 
times  projected  1997 
earnings. 

Another  Kelly  pick:  IMC 
Global,  the  acquirer  of 
Vigaro.  This  descendant  of 
the  old  International  Min- 
erals &  Chemicals  has 
good  reserves  of  phos- 
phate and  potash,  a  mod- 
erately strong  balance 
sheet  and  a  management 
that  is  required  to  own 
substantial  amounts  of  its 
stock.  IMC  trades  at  15 
times  projected  1997  earn- 
ings, significantly  less  than 
the  market  multiple.  Kelly 
says  that's  cheap  at  a  time 
when  U.S.  farmers,  freed 
from  production  limits,  are 
planting  more  corn  than  at 
any  time  since  1985. 

Kelly  runs  his  funds 
defensively,  with  large 
cash,  bond  and  foreign 
stock  positions.  The  rest  of 
the  $873  million  Balanced 
Fund  and  the  $570  million 
Blue  Chip  Fund  is  in  staple 
large  caps  like  Nestle,  Gen- 
eral Electric  and  ARCO. 
No-load  funds,  they  carry 
expense  ratios  of  1.2%  and 
require  minimum  purchas- 
es of  $1,000.  n 


Founders  Funds' 
Brian  Kelly 

The  portfolios  have 
an  earthy  taste. 
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Home  free 


Are  you  praying  that  Congress  will  exempt 
homeowners  from  capital  gain  tax?  You  may 
already  have  an  exemption  and  not  know  it. 


This  scenario  may  describe  you  or  a 
close  relative:  A  couple  buys  a  house 
two  or  more  decades  ago  as  joint 
tenants.  Years  later,  one  spouse  dies. 
Survivor  sells,  at  a  large  profit,  and 
doesn't  reinvest  the  proceeds  in 
another  house.  How  much  of  the 
capital  gain  is  taxable? 

The  way  the  Internal  Revenue  Ser- 
vice would  have  it,  roughly  half  the 
gain  is  tax-free.  Smart  taxpayers  know 
that  the  IRS  is  wrong.  The  gain  is  fully 
exempt.  We  know  of  a  widow  in  New 
Jersey  who  plans  to  sell  a  $7.5  million 
property  bought  in  the  1950s  for 
$600,000.  When  she  does,  she  will 
escape  tax  on  the  entire  gain. 

This  is  far  better  than  the  exclu 
sion  Congress  is  talking  about, 
of  $250,000  from  the  sale  of  a 
house.  And  the  widow  does 
not  have  to  wait  for  the  tax 
bill  to  become  law. 

How  so?  Let's  start  with 
the  IRS  interpretation  of  the 
law.  Each  spouse  owns  half 
the  house.  When  a  spouse 
dies — let's  assume  that  it  is 
the  husband — his  half  is 
stepped  up  in  value,  for 
capital  gain  tax  purposes,  to 
market  value.  That  leaves 
only  the  widow's  half  with  a 
low  tax  basis. 

In  the  case  of  the  New  Ter- 
seyan  it  would  work  this  way.  She 
and  her  husband  bought  a  home 
on  several  acres  in  a  ritzy  suburb  for 
$600,000.  When  the  husband  died  in 
1987  and  left  it  to  his  wife,  it  was 
worth  $8.5  million — even  more  than 
it  is  now.  His  half  gets  stepped  up  to 
a  cost  basis  of  $4.25  million.  Her  half 
carries  a  tax  cost  of  half  of  the  origi- 
nal purchase  price,  or  $300,000. 
Total  tax  basis,  $4.55  million.  When 
she  sells  the  house,  she  reports  a 
$2.95  million  gain,  minus  an  exclu- 


sion ($125,000  under  current  law). 

But  because  she  was  clever — or  had 
good  advice — she  didn't  put  half  the 
house  on  her  husband's  estate  tax 
return.  She  put  the  whole  $8.5  mil- 
lion property  there,  making  it  all  eli- 
gible for  the  step-up  at  death.  Thus, 
no  gain  to  report  when  it's  sold. 

Credit  the  move  to  an  obscure  tax 
code  provision,  Section  2040,  and  a 
handful  of  court  cases  interpreting  it. 
The  section  started  out  decades  ago 


as  a  way  to  boost  estate  tax  revenues. 
It  called  for  a  joint  interest  to  be 
reported  in  full  on  the  estate  tax 
return  in  some  cases.  That  was  back 
when  the  government  collected  estate 
tax  on  property  left  by  one  spouse  to 
another. 


In  1981  Congress  created  an 
unlimited  marital  deduction.  Now 
Section  2040  took  on  a  new  flavor. 
Could  a  couple  turn  the  section  to  its 
favor  by  putting  as  much  of  a  jointly 
owned  homestead  as  possible  on  the 
husband's  estate  tax  return?  Assum- 
ing the  husband  died  first,  that 
wouldn't  cost  the  family  a  dime  in 
estate  tax  and,  by  dint  of  that  step- 
up-at-death  rule,  could  save  a  bundle 
in  capital  gain  tax. 

Multiple  tax-code  rejiggerings  over 
the  years  left  open  the  answer  to  this 
question,  at  least  for  couples  who 
bought  their  homes  before  Jan.  1, 
1977.  (The  date  has  no  meaning 
except  that  it  is  an  effective  date  of 
one  rejiggering.)  The  IRS  maintained 
that  it  didn't  matter  when  the  couple 
bought  the  home;  the  husband's 
estate  could  include  only  50%  of  the 
home's  value.  Several  court  cases 
have  decided  otherwise.  The  most 
important  of  these  is  Gallenstein  v. 
U.S.,  decided  by  the  Sixth  Circuit 
Court  of  Appeals  in  1992. 

There  is  debate  about  how  to  apply 
the  Gallenstein  case.  Some  experts, 
such  as  attorney  Jerome  Deener  of 
Deener,  Feingold  &  Stern  in 
Hackensack,  N.J.,  believe  that 
to  get  the  full  step-up  the 
dead  spouse  must  have  paid  for 
the  house  and  the  survivor 
must — in  theory — be  able  to 
prove  this.  Others  believe  it 
probably  doesn't  matter  who 
paid  for  what. 

In  reality,  says  Neill  Mc- 
Bryde,  a  lawyer  in  Charlotte, 
N.C.:  "Not  many  of  these 
returns  are  audited  ,  and  if  no  tax 
is  due  on  the  estate  tax  return 
[because  most  assets  are  going  to 
the  surviving  spouse,  tax-free], 
then  often  it  just  goes  through." 
What  if  an  estate  tax  return 
has  already  been  filed,  claiming  a 
step-up  on  only  half  the  property? 
Then  the  survivor  has  three  years 
from  the  filing  date  to  correct  the 
matter.  What  if  the  couple  bought  a 
starter  home  before  Jan.  1,  1977,  but 
after  that  date  moved,  deferring  gain 
by  carrying  over  the  first  home's  pur- 
chase price?  Sorry,  no  grand  fa tiiering; 
only  half  the  house  gets  stepped  up. 
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Where's  the  beef? 

With  fast-food  giant  McDon 
aid's  stumbling  in  recent 
months,  investors  have  been  favor- 
ing $1.9  billion  (1996  sales) 
Wendy's  International  (NYSE: 
wen).  The  numbers  look  tasty: 
Wendy's  first-quarter  per-share 
earnings  rose  almost  20%,  to  19 
cents,  from  a  year  earlier.  Average 
unit  sales  increased  9%  in  the  same 
period.  At  a  recent  $27,  the  stock 
trades  at  20  times  the  $1.37  per  share 
that  analysts  think  Wendy's  can  earn 
in  1997. 

But  Wendy's  earnings  aren't  as  meaty  as  they  look. 
In  1996,  25%  of  Wendy's  $255  million  in  pretax  prof- 
its came  from  sales  of  units  to  franchisees,  up  from  just 
7%  in  1993.  By  comparison,  McDonald's  sales  of  com- 
pany-owned stores  to  franchisees  furnished  only  3%  of 
pretax  profits  last  year. 


Not  that  Wendy's  is  doing  anything 
improper — the  company  clearly  dis- 
closes these  figures.  But  will 
Wendy's  be  able  to  continue  sell- 
ing enough  franchises  to  keep 
earnings  rising?  The  chain  has 
5,100  stores  operating  today,  up 

from  4,500  three  years  ago. 
|       Margins  in  Wendy's  burger 
*   business  are  another  worry. 
"  While  the  company  has  been 

declaring  record  sales  in  recent 
quarters,  earnings  before  interest, 
taxes,  depreciation  and  amortization 
at  company-operated  Wendy's  averaged 
13.7%  in  the  last  four  quarters,  down  from  the 
14.4%  average  for  the  prior  four  quarters. 

When  investors  catch  on  to  this  shrinkage,  Wendy's 
p/e  could  contract  to  15,  causing  the  shares  to  lose  as 
much  as  25%.  If  you  want  to  short  Wendy's,  its  shares 
are  borrowable.  -Daniel  Roth 


Zeroing  in 

Merrill  Lynch's  chief 
investment  strategist,  Charles 
Clough,  believes  interest  rates  will 
continue  to  decline  in  coming 
months,  falling  as  much  as  100  basis 
points  by  year-end.  Reasons:  low 
inflation  and  a  slowing  economy. 

If  you  agree,  put  some  money 
into  long-term,  zero-coupon  Trea- 
surys.  These  bonds  pay  no  interest 
but  make  one  payment  of  principal 
at  maturity.  They're  issued  at  a  deep 
discount  to  their  maturity  value  and 
increase  in  price  as  they  mature.  In  a 
declining-rate  scenario,  they  give  a 
darn  good  bang  for  the  buck. 

Mark  Lay,  who  helps  run  mdl 
Capital  Management's  $400  million 
fixed-income  fund, recommends 
Treasurys  maturing  on  Nov.  15, 
2022.  Currently  yielding  6.65%  to 
maturity,  bonds  that  will  be  worth 
$100,000  in  2022  cost  only 
$19,105  today.  Lay  believes  interest 
rates  will  fall  at  least  50  basis  points 
in  the  next  six  months,  giving  a  33% 
return  by  year-end.  Clough  also 
likes  zeros;  in  his  scenario,  they'd 
return  62%.  For  even  bigger  returns, 
buy  Treasurys  on  margin:  pros  sug- 
gest leverage  of  no  more  than  40%. 
If  interest  rates  do  nothing?  The 
zeros  will  go  up  almost  7%  a  year. 


Home  shoppers  short 

The  home  furnishings 
^    business  is  in  a  stall  nation 
wide,  but  Heilig-Meyers 
(NYSE:  hmy),  the  coun- 
try's largest  furniture 
retailer,  has  'A 
been  hot. 
Its  stock  has 
risen  almost 
34%  since 
November 

1996,  to  a  recent 
$16.75;  its  mul- 
tiple is  21. 
Heilig's  1997 
revenues  of 
$1.6  billion 
were  up  17% 
from  last  year. 

Heilig's  growth  isn't  as  great  as  it 
looks.  Yes,  sales  rose  18%  in  fiscal 

1997,  but  that  was  mainly  owing  to 
acquisitions:  The  RoomStore,  and 
Atlanta-based  furniture  retailer 
Rhodes,  Inc.  More  worrisome:  On 
80%  of  Heilig's  gross  sales  it  extends 
credit,  often  to  customers  unable  to 
get  a  Visa  card  or  other  traditional 
credit. 

Heilig  is  an  aggressive  lender. 
Spokesman  Barry  Brockwell  says, 
"As  customers  pay  down  debt  we 
try  to  sell  them  more."  Even 


though  Heilig  claims  that  customer 
defaults  are  not  a  problem,  its  aver- 
age customer  earns  between 
$25,000  and  $50,000  annually. 

Heilig's  freewheeling 
credit-sale  system 
gives  it  higher  mar- 
gins, as  long  as  the 
bills  are  paid. 
Bad-debt  provi- 
sions accounted 
for  14%  of  receiv- 
ables in  fiscal 
1997,  up  slightly 
o     from  last  year's  13%. 
S       Earnings  forecasts  of 
|  $1.10  for  fiscal  1998 
look  particularly  opti- 
mistic— based  mostly  on 
growth  through  acquisitions. 
But  the  independently  operating 
companies  that  Heilig  may  acquire 
are  weak.  Net  margins  have  declined 
significantly  since  1995 — from  5.8% 
to  2.5%.  Heilig's  debt  level  is  hefty: 
56%  of  total  capitalization.  Heilig 
has  about  $1.2  billion  in  receivables, 
half  on  the  books,  half  in  the  form 
of  unrated  asset- backed  securities 
sold  to  private-placement  investors. 

In  a  recession,  Heilig  is  in  trou- 
ble, but  s&P  analyst  Robert 
Schpoont  calls  it  a  risky  stock  even 
in  a  good  economy.  One  money 
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manager  thinks  that  the  stock  is 
worth  about  $12.  Short  it.  Shares 
are  borrowable. 

-Julie  Androshick 

Oversold 

Office  Depot,  Inc.  (nyse: 
ODP),  North  America's 
largest  office  supply  chain,  is  on  the 
outs  with  investors.  After  the  Feder- 
al Trade  Commission  blocked  a 
merger  with  Staples  this  year,  the 
shares  fell  to  around  $17,  a  26% 
drop  from  their  March  highs. 

Dan  Wewer,  an  analyst  with 
Robinson- Humphrey,  believes 
Office  Depot's  stock  could  rise 
more  than  50%  within  a  year,  to 


around  $25.  Wewer  thinks  that  the 
shares  could  earn  $1  this  year,  up 
25%  froml996. 

The  $6  billion  (1996  sales)  com- 
pany suffered  several  setbacks  in 
1995  and  1996.  First,  it  had  trouble 
connecting  its  23  warehouses  via 
one  computer  system;  getting  deliv- 
eries to  stores  on  time  pushed  up 
labor  costs.  Preparing  for  the  pro- 
posed merger,  ODP  cut  TV  advertis- 
ing and  stopped  renovating  stores. 
Management  also  scrapped  plans  to 
open  80  to  100  stores  this  year. 

The  company  appears  to  be  back 
on  track.  It's  signing  two  new  store 
leases  a  week,  and  a  $25  million 
computer  system  upgrade  has 
helped  solve  warehouse  problems. 
Analyst  William  Julian  of  Lehman 
Brothers  adds  that,  because  the  FTC 
is  no  longer  scrutinizing  the  compa- 
ny, it  will  likely  raise  prices  on  much 
of  its  merchandise.  Margins  will 
improve;  buy  the  stock. 
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DYNAMIC  GROWTH 
POTENTIAL  IN  MID-CAPS 


'00% 


HOW  $10,000  INVESTED  6/30/92 
WOULD  HAYT  GROWN 


I  Mid-Cap  Growth  Fund 

I  Lippei  Mid  Cap  Funds  Average 


T.  Rowe  Price  Mid-Cap  Growth  Fund  can  help  you  benefit  from 
the  performance  potential  of  some  of  America's  leading  mid- size  growth 
companies.  These  companies 
are  often  small  enough  to 
adapt  quickly  to  change, 
yet  mature  enough  to  have 
proven  products  and 
seasoned  management. 

The  fund  has  consistently 
outperformed  its  Lipper 
Category  Average.  Past  per- 
formance cannot  guarantee 
future  results.  $2,500  mini- 
mum ($1,000  for  IRAs).  No 
sales  charges. 

Call  24  hours  for  a  free  information  kit 
including  a  prospectus 

1-800-541-8467 


Invest  With  Confidence 

T.RoweRice 


\K  GOWMI 


*22.20%  and  6.65%  are  the  Mid-Cap  Growth  Fund's  average  annual  returns  for  the  since  inception  (6/30/92)  and 
1-year  periods  ended  3/31/97,  respectively.  Figures  include  changes  in  principal  value,  reinvested  dividends,  and  capital 
gain  distributions.  Investment  return  and  principal  value  will  vary,  and  shares  may  be  worth  more  or  less  at  redemption  than 
at  original  purchase.  Read  the  prospectus  carefully  before  investing.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 


POINT 


Commerzbank's  focus  on  German 
and  European  economic  issues 


Has  wage  restraint 
aggravated  Germany's 
employment  crisis? 


Although  the  German  economy  is  back  on  an  upward 
trend,  domestic  demand  remains  weak.  In  particular  its 
flagship,  private  consumption,  is  making  hardly  any  con- 
tribution to  growth.  It  is  widely  believed  that  this  is  a 
result  of  excessive  wage  restraint,  or  declines  in  real  pay. 
In  fact,  though,  it  is  the  massive  rise  in  social-security 
contributions  and  the  dramatic  drop  in  employment  so 
far  in  the  nineties  which  has  had  an  adverse  impact  on 
private  households'  spending  power. 


Between  1991  and  1996,  the 
unions  achieved  pay  increases 
that  were  almost  invariably 
higher  than  the  inflation  rate.  In 
western  Germany,  hourly  nego- 
tiated wages  went  up  by  an  aver- 
age of  3.8%  per  year  during  this 
period,  and  by  14.1%  in  eastern 
Germany,  compared  with  an 
average  annual  rise  in  consumer 
prices  of  2.7%  in  the  west  and 
6.3%  in  the  east.  As  a  result,  the 
unions  cannot  be  said  to  have 
forgone  real  wage  increases. 


International  presence: 

Almaty,  Amsterdam. 
Antwerp,  Atlanta,  Bangkok, 
Barcelona,  Beijing,  Beirut, 
Bombay,  Bratislava,  Brussels, 
Budapest,  Buenos  Aires,  Cairo, 
Caracas,  Casablanca,  Chicago, 
Copenhagen,  Dublin,  Geneva, 
Gibraltar,  Grand  Cayman, 
Hong  Kong,  Istanbul,  Jakarta, 
Johannesburg,  Kiev,  Labuan, 
London,  Los  Angeles,  Luxem- 
bourg, Madrid,  Manama,  Mexico 
City,  Milan,  Minsk,  Moscow, 
New  York,  Novosibirsk,  Osaka, 
Paris,  Prague,  Rio  de  Janeiro, 
Sao  Paulo,  Seoul,  Shanghai, 
Singapore,  St.  Petersburg, 
Sydney,  Taipei,  Tehran,  Tokyo, 
Toronto,  Warsaw,  Zurich. 


Of  course,  in  times  of  declin- 
ing employment,  the  increase  in 
actual  earnings  falls  short  of  the 
rise  in  negotiated  pay.  Less  over- 


hours  are  shortened  in  some  sec- 
tors and  firms  cut  the  benefits 
granted  in  addition  to  the  nego- 
tiated rates  of  pay. 

In  fact,  between  1991  and  1996, 
gross  wages  and  salaries  paid 
per  employee  climbed  on  average 
by  no  more  than  3.1%  per  year  in 
western  Germany  -  producing  a 
negative  wage  drift.  But  this 
reflects  the  unsatisfactory  state 
of  the  economy  rather  than  wage 
restraint  on  the  part  of  the 


justment  is  made  for  inflation. 

1 997  is  another  critical  year,  and 
perhaps  the  most  critical,  for  pri- 
vate consumption.  Pay  increases 
are  lower  than  at  any  time  in  the 
past  thirty  years  against  a  back- 1 
ground  of  a  further  decline  in  em- 
ployment. At  the  same  time,  the 
burden  of  social-security  contri- 
butions continues  to  rise.  Despite 
very  low  inflation,  the  real  in 
crease  in  households'  disposable 
income  is  only  a  little  over  1%. 


The  development  of  household  incomes 

Average  percentage  growth  rates,  1991  -  1996 


Hourly 
wages* 

Pay  per  employee 
gross*  net* 

Disposable 
income 

4.3 

3.8 

3.1 

2.1 

0.5 

nominal 

1.3 

1.3 

real 

*western  Germany 

-0.7 

unions.  In  1996,  the  gross  wages 
and  salaries  paid  per  employee 
were  2.4%  higher  than  in  1991 
after  adjustment  for  inflation. 
Thus,  on  this  measure  as  well, 
pay  did  not  decline  in  real  terms. 

Consumer  demand  has  suf- 
fered primarily  because  of  the 
large-scale  shedding  of  jobs  - 
last  year,  there  were  2.3  million 
fewer  people  in  dependent 
employment  than  in  1991  -  and 
the  government's  tighter  grip  on 
private  incomes. 

Whereas  contributions  to  the 
social-security  schemes,  shared 
by  employers  and  employees, 
represented  36.7%  of  gross  pay  in 
1991,  they  had  reached  42.5% 
(with  nursing-care  insurance  in- 
cluded) by  1996.  Therefore,  in 
western  Germany,  the  annual  in- 
crease in  net  wages  and  salaries 
paid  per  employee  averaged  only 
2.1%,  yielding  a  slight  decline 


But  higher  employment,  rather 
more  generous  pay  increases 
and  a  tax  cut  will  lead  to  a 
marked  improvement  in  1998. 
This  would  at  long  last  provide 
the  impetus  for  a  broadly-based 
upswing  in  Germany.  However, 
if  consumer  taxes  were  raised,  a 
recovery  of  spending  by  house- 
holds would  be  less  likely.  The 
confidence  on  the  part  of  both 
consumers  and  business  will 
only  begin  to  revive  if  the  soli- 
darity surcharge  is  cut  as 
planned  next  year  and  binding 
decisions  are  taken  to  offer  sub- 
stantial relief  by  way  of  the 
1998/99  tax  reform. 


For  more  information  about 
Commerzbank's  broad  scope  of 
research  capabilities  and  finan- 
cial services,  just  contact  the 
bank's  head  office  in  Frankfurt. 
Fax  +49691362-98  05 
http://www.commerzbank.com 
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II  market 


THE  FORBES /BARRA  WALL  STREET  REVIEW 


BY  ERIC  S.  HARDY 


Vanguard's  Index-500  Portfolio  has 
snared  $42  billion  of  customer  assets. 
What  are  the  commission  brokers 
going  to  do  to  fight  back? 

Dean  Witter  offers  index  funds 
with  a  twist:  They  are  equally  weight- 
ed, not  capitalization-weighted,  and 
they  are  selective,  holding  a  diversi- 
fied but  incomplete  subset  of  the  500 
s&P  stocks.  One  such  fund,  the 
Select  S&P  Industrial  Portfolio,  owns 
only  15  stocks. 

Drawbacks:  a  2.75%  maximum 
sales  charge,  and  a  minimum  1% 
charge  on  purchases  of  $  1  million  or 
more.  Tightwads  might  consider  get- 
ting the  prospectus  and  then  replicat- 
ing the  fund  with  individual  stocks. 
Among  the  15  are  Royal  Dutch 
Petroleum,  Genuine  Parts,  American 
Home  Products,  Pitney  Bowes  and 
General  Mills. 


Special  focus 


If  you  think  insider  buying  is  a  bullish 
sign,  the  eight  stocks  below  may  be  of 
interest.  All  have  had  at  least  three  insid- 
er purchases  over  the  past  six  months  and 
no  insider  sales  over  this  period.  The  esti- 
mated 1998  price/earnings  ratio  for  each 
stock  is  15  or  lower;  this  p/e  is  also  less 
than  each  firm's  estimated  long-term 
earnings  growth. 


Inside  moves 


Company 

Recent 
price 

1998 
est  P/E 

Delta  Financial 

$19.25 

8.0 

Fisher  Scientific  Intl 

45.81 

14.4 

Invacare 

23.25 

14.0 

Nationwide  Financial  Svcs 

29.75 

14.4 

Polaris  Industries 

30.19 

11.2 

Regency  Health  Svcs 

14.88 

14.4 

Sodak  Gaming 

12.63 

10.3 

Station  Casinos 

7.38 

7.8  \ 

Sources:  Market  Guide  via  OneSource  Information 
Services:  I8ES  Express. 
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The  Barra  All-US  price  index  as  of  7/18/97 

Market  value:  $10.2  trillion 
P/E:  22.6 

P/E  minus  negative  EPS:  21.1 
Price/book:  3.3 
Yield:  1.5% 


12-month  closeup 


'87    '88    '89    "90    '91    '92    '93    '94    '95   '96  '97 


Barra  index 

200-day  moving  average 


JAS0NDJ  FMAMJJ 

'96  '97 


Closeup  on  the  markets 


Index  or  investment 


2- week  change 


%  change  from 
1  year  ago    5-year  high 


Barra  All-US  Index 

0.7% 

_J 

37.4% 

-1.9% 

S&P/Barra  Growth  index1 

0.8 

_J 

49.8 

-2.3 

S&P/Barra  Value  index1 

-1.2 

36.7 

-2.2 

Dow  lones  industrials 

-0.1 

1 

45.4 

-1.8 

S&P  500 

-0.2 

1 

43.3 

-2.3 

NYSE 

-0.4 

■ 

38.8 

-1.9 

Nasdaq 

5.5 

_]  41.0 

-2.1 

PSE  Tech  100 3 

7.4 

|  66.2 

-2.5 

EAFE4 

-0.2 

1 

15.5 

-1.1 

CRB  futures  index5  6 

-0.2 

-3.4 

-10.2 

Gold  (Comex  spot) 

1.4 

-14.6 

-20.8 

Yen6  (per$US) 

1.4 

7.0 

-9.9 

Oil  (W  Texas  Intermediate) 

-1.5 

-8.2 

-27.5 

The  best  and  worst  performing  stocks 


2-week 

1997 

2-week 

1997 

Best 

Price 

change 

EPS' 

Worst 

Price 

change 

EPS' 

Katz  Media  Group 

$10.88 

78% 

$0.23 

HCIA 

$16.31 

-49% 

$0.69 

Clarify 

17.75 

64 

0.34 

West  Marine 

17.25 

-34 

0.92 

Alpha  Industries 

12.81 

48 

0.42 

Atlas  Air 

22.44 

-32 

1.29 

CerProbe 

18.75 

46 

0.85 

Periphonics 

14.38 

-32 

1.10 

Cerner 

29.56 

43 

0.39 

Wall  Data 

18.50 

-32 

1.11 

The  best  and  worst  performing  industry  factors6 


Best 

2-week 
change 

Change 
since 
12/31/96 

Worst 

2-week 
change 

Change 
since 
12/31/96 

Forest  products 

13.5% 

42.1% 

Photographic/optical 

-18.6% 

-21.4% 

Electronics 

8.6 

30.9 

Tobacco 

-11.4 

0.2 

Business  equipment 

8.5 

30.0 

Oil  refining,  distributing 

-6.9 

20.2 

Oilfield  services 

6.7 

44.4 

Telephone 

-5.3 

9.3 

Paper  products 

4.9 

24.3 

International  oil 

-3.9 

17.5 

Note:  Data  for  period  ending  7/18/97.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  U.S.  common  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  traded  on 
U.S.  markets.  ADRs,  REITs  and  closed-end  funds  are  excluded.  'Total  return  of  more  than  150  large-capitalization  stocks  that  have  high  historical  earnings  growth  and  have  predicted  above-average  earnings 
growth.  2Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earmngs  ratios.  3A  price-weighted  index  of  100  widely  followed  U.S. 
technology  stocks.  Base  value  12/31/82  =  50  (adjusted).  "A  dollar-denominated  capitalization-weighted  index  of  more  than  1,100  foreign  stocks.  Source:  Morgan  Stanley  Capital  International.  5lndex  of  21 
commodity  futures.  6Source:  Bridge-Commodity  Research  Bureau.  'Estimate.  Source:  IBES  Express.  8Shows  return  after  controlling  for  other  influences,  including  company  size,  value  and  growth  characteristics. 
Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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THE  FORBES/IBES  REPORT  ON  EARNINGS  FORECASTS 


S&P  500  P/E*  vs.  Treasury  bond' 


Treasury  bond 


'91     '92    '93    '94     '95    '96  '97 


*The  recent  price  of  the  S&P  500  divided 
by  estimated  earnings  over  the  next  12  months, 
tlnverted  yield  to  maturity  tor  the  ten-year 
Treasury  bond. 


I8ES  estimate  revisions  index 

S&P  500  estimate  increases  to  decreases 


1.50 


1.00 


0.50 


0.00 


J   ASONDJ  FMAMJ 
1996  1997 


Forecasting  the  S&P  500 


Year 

Estimated 
P/E 

%  change 
current  est 
vs  3  months  ago 

Expected 
year-to-year 
EPS  growth 

1996' 

22.2 

-0.1% 

8.2% 

1997 

19.9 

-0.7 

11.7 

1998 

17.4 

-0.5 

14.6 

1997  estimates  for  IBES  industry  groups 
Rising  estimates  Falling  estimates 

airlines 


truck  mfg 

steel  / 

shipbuilding 

investments 


containers 
communications 
precious  metals 
forest  products  ^mKr 
natural  gas 


'Actual. 


BY  RONALD  BOONE  JR. 


The  consensus  1997  earnings  estimate  for  the  S&P  500, 
$45.60,  has  held  fairly  steady  over  the  past  three 
months.  That  optimistic  projection  would  mean  a  12% 
gain  over  1996's  $40.80. 

Peter  Crays,  manager  of  U.S.  research  at  ibes  Inc.,  a 
New  York-based  firm  that  tabulates  earnings  forecasts  on 
5,760  U.S.  firms,  is  more  conservative.  Look  for  a  10% 
gain,  he  says. 

A  large  number  of  companies  are  reporting  second- 


quarter  earnings  above  analysts'  expectations,  concedes 
Crays.  He  cites  airlines,  steel  companies  and  truck  man- 
ufacturers as  examples.  For  instance,  the  1997  estimate 
for  Delta  Air  Lines  is  now  $  1 1 .73  a  share,  a  40%  rise  over 
1996.  Three  months  ago  Delta's  estimate  was  $10.48. 

But  then,  he  says,  there  are  also  the  disappointments. 
Viacom  reorganized  its  Blockbuster  unit,  and  its  1997 
estimate  fell  57%  in  the  past  three  months,  to  20  cents  a 
share.  Crown  Cork  &  Seal  was  expected  to  earn  $1.03 
in  the  quarter  ending  in  June,  but  reported  profits  of 
only  98  cents. 


Who's  hot 

Greatest  increase  in  estimates  over  the  past  three  months 

1996 

Company/industry  EPS 

recent 

1997  EPS  estimate 
3-month  change 

P/E 

3-month 
price  change 

Reason 

Spectrian/telecomm  amplifiers  $-0.50 

$1.42 

238.1% 

32.0 

200.8% 

Increased  sales  of  wireless  comm  amplifiers 

Avid  Tech/video  software  &  hardware  -1 .80 

0.61 

125.9 

43.2 

72.2 

Increased  demand  for  video/graphics  software 

National  Steel/steel  0.78 

2.31 

100.9 

7.8 

122.3 

Strong  sales  to  construction  and  auto  industries 

Consolidated  Freightways/trucking  -2.52 

0.91 

85.7 

16.6 

30.1 

Strong  demand  and  stable  freight  prices 

Snyder  Oil/oil  &  gas  explor  &  devel  0.97 

0.52 

52.9 

37.4 

22.4 

Successful  operations  in  Mexico/Rocky  Mountain  regions 

Who's  not 

Greatest  decrease  in  estimates  over  the  past  three  months 

1996 

Company/industry  EPS 

recent 

1997  EPS  estimate 
3-month  change 

P/E 

3-month 
price  change 

Reason 

Arcadia  Financial/auto  ioans  $1.65 

$0.69 

-57.9% 

13.0 

10.8% 

Lower  valuation  of  loan  portfolio 

Breed  Technologies/auto  parts  2.00 

0.58 

-55.7 

33.7 

-2.2 

Increased  expenses 

Cyrix/semiconductors  -1.27 

0.49 

-58.8 

45.8 

6.8 

Weak  sales  of  some  microprocessors 

Komag/hard  drive  components  2.07 

0.98 

-52.2 

19.0 

-35.5 

Decreased  demand  from  largest  customer 

S3/audio  &  video  semiconductors  0.96 

0.64 

-51.5 

18.0 

2.2 

Increased  competition  for  graphic  chips 

Note:  Data  for  period  4/18/97  through  7/18/97.  Listed  companies  have  a  market  capitalization  of  $100  million  or  more.  Earnings  projections  are  Wall  Street  consensus  estimates 
from  3,000  security  analysts  compiled  by  IBES  Inc. 
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Do  your  business 
a  favor.  Leave  for 

a  few  days. 


Dell  Computer's 
Dell 


Microsoft's 
Gates 


Netscape's 
Barksdale 


PeopleSoft's 
Duffield 


Sun  Microsystems' 
McNealy 


Sybase's 
Kertzman 


Gartner  Group  invites  you  to  Symposium/ITxpo  97.  For  five  days,  your  business  will  get  along     CO  GartnerGfOlip 

without  you.  But  can  you  get  along  without  the  latest  thinking  on  IT?  Join  our  all-star  panel  and  over  200  Md T J  1  TH*  JT " '  'TV |TvpfjQ7 
3artner  Group  analysts.  Get  crucial  insights  about  ITs  future.  It  can  make  a  huge  difference  to  yours.    ^BlUillK  PH  iujr 

The  future  of  IT 

October  6-10, 1997  www.gartner.com  1-800-778-1997  1-203-316-6757 

.ake  Buena  Vista,  Florida 


THE  CONTRARIAN 

Time  to  sober  up 


BY  DAVID  DREMAN 


David  Dreman  is  chair- 
man of  Dreman  Value 
Advisors,  Investment 
Counsel,  New  Jersey, 
and  author  of  The  New 
Contrarian  Investment 
Strategy. 


NO  QUESTION,  THIS  MARKET  IS  HIGH.  But 
most  people — including  many  pros — think  it's 
going  much  higher.  Some  say  a  10,000  Dow 
by  year-end  and  maybe  12,000  in  1998.  The 
favorable  economic  indicators  come  out  like 
clockwork,  two  or  three  times  a  week.  And 
the  Fed,  other  folks  say,  is  not  likely  to  raise 
interest  rates  into  the  next  century. 

As  one  money  manager  put  it:  "What  mul- 
tiple do  you  put  on  fundamentals  like  these?" 
As  a  Forbes  columnist  since  1980,  and  a 
money  manager  years  longer,  I  have  never 
seen  overall  enthusiasm  at  this  pitch.  I  need 
not  remind  you  what  generally  happens  when 
optimism  swings  to  the  extreme. 

Should  you  sell  everything  now?  No.  If  you 
have  money  you  won't  need  for  years,  I  would 
tough  it  out.  Extremes  get  corrected,  but  in 
the  long  run  stocks  go  up.  No  market  in  the 
postwar  period  has  cost  investors  money  after 
eight  years,  dividends  included.  If  an  investor 
had  bought  at  the  top  of  the  market  in  early 
1973  he  still  would  have  been  even  before 
1977 — although  1974  saw  the  worst  break 
since  1945,  a  drop  in  the  s&P  500  of  37%.  If 
you  plan  to  hold  stocks  for  a  number  of  years, 
stick  with  the  good  stuff- — even  if  you  expect, 
as  I  do,  that  there  will  be  a  severe  correction  at 
some  point. 

Why  stay  in  through  a  severe  reaction?  In 
good  part  because  if  you  get  out,  your 
chances  of  getting  back  in  at  favorable  prices 
aren't  very  good,  human  nature  being  what  it 
is.  So  don't  try  to  make  the  quick  buck  by 
selling  and  hoping  to  buy  back  cheaply  later. 
Market-timing  is  by  and  large  a  sucker's  game. 

Nor  need  I  remind  you  that  selling  at  this 
point  would  involve  most  of  us  in  horren- 
dously  high  capital  gains  taxes.  If  you  paid, 
say,  $10  a  share  for  stock  that  is  now  at  $100, 
you  would  end  with  only  $70  or  so  if  you  live 
in  a  state  that  levies  income  taxes. 

While  I  am  skeptical  about  all  this  "new 
era"  talk,  it  is  true  that  times  have  changed. 
Post-World  War  II  stocks,  adjusted  for  infla- 
tion, have  on  average  outearned  bonds  by 
6-to-l — more  than  triple  the  relative  spread 
for  the  previous  150  years.  Unless  you  believe 
that  both  (1)  a  crash  and  (2)  a  Great  Depres- 
sion are  imminent — which  I  don't — you 
would  do  well  to  stay  with  quality  stocks,  even 
if  it  means  you  may  feel  poorer  for  a  while. 


Still,  I  am  worried  about  the  steepness  of 
the  market's  rise  in  the  1990s  and  the  eupho- 
ria it  has  generated.  If  you  are  close  to  your 
investment  target,  whether  it  is  comfortable 
retirement  or  some  other  objective,  why 
gamble  further?  Pull  enough  of  your  money 
out  of  the  market  to  guarantee  your  goal. 

In  selling,  give  priority  to  stocks  in  which 
you  don't  have  a  huge  capital  gains  tax  lia- 
bility. Give  an  even  higher  priority  to  specu- 
lative holdings.  We  are  already  in  a  major 
bear  market  in  many  of  the  speculative 
groups.  Although  this  market  is  making 
record  highs  every  other  day,  the  Internet 
stocks  are  down  50%  in  the  past  12  months. 
Ditto  for  Ascend  Communications,  Shiva, 
most  of  the  computer  communications 
group  and  other  fast-track  issues.  In  my 
view,  this  speculative  area  is  going  to  take  a 
lot  more  punishment. 

I  am  worried  about  the 
steepness  of  the  market's  rise 
in  the  1990s  and  the 
euphoria  it  has  generated. 


Finally,  be  slow  in  putting  new  cash  into 
this  market.  You  may  miss  a  few  thrills,  but 
you  also  stand  an  excellent  chance  of  being 
able  to  put  that  cash  to  work  later  on — at 
much  more  favorable  prices. 

Trying  to  pick  tops  is  a  foolish  business.  I 
am  not  attempting  to  do  that.  For  all  I  know, 
the  market  will  continue  to  go  higher — as  the 
Japanese  market  did  after  I  warned  that  it  was 
too  high  in  1987.  Had  you  heeded  my  advice 
you  would  have  missed  the  final  phase  of  the 
Tokyo  bull  market,  but  you  also  would  have 
avoided  the  subsequent  crash  that  took  that 
market  down  by  65%. 

My  advice  at  this  point  to  people  investing 
for  the  long  haul  is:  Sell  to  the  point  where 
you  can  sleep  comfortably  at  night.  If  you 
own  sound  values  like  Federal  National  Mort- 
gage, First  Union  Bank,  Amoco  and  First 
Chicago  nbd,  stay  with  them.  With  a  com- 
fortable cash  reserve  and  your  holdings  con- 
centrated in  value  stocks,  you  are  a  lot  less 
likely  to  panic  when  the  nightly  TV  newsread- 
ers begin  to  pull  long  faces  and  intone  that 
the  Dow  Jones  industrials  were  down  so 
many  hundreds  of  points  today  ■ 
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WALL  STREET  IRREGULAR 

Faithful 
to  Fidelity 


BY  MARK  HULBERT 


Mark  Hulbert 
is  editor  of  the 
Alexandria,  Va. -based 
Hulbert  Financial 
Digest,  a  monthly 
service  that  monitors 
the  performance 
of  investment 
advisory  letters. 
hfd@hulbertdigest.com 


Fortune  magazine  recently  warned  that 
"Fidelity  could  become  the  Drexel  Burnham 
of  the  1990s."  Considering  that  magazine's 
usefulness  as  a  contrarian  indicator,  that  warn- 
ing might  be  considered  a  buy  signal  for 
Fidelity  Investments'  stock  if  the  company 
were  publicly  owned. 

Consider  performance  over  the  last  eight 
years,  a  period  that  includes  the  most  recent 
three,  in  which  the  average  Fidelity  fund  has 
struggled,  as  well  as  the  previous  five,  in 
which  it  shined:  Four  of  the  top  five  perform- 
ers among  mutual  fund  advisory  letters 
tracked  by  the  Hulbert  Financial  Digest  invest 
exclusively  in  Fidelity  mutual  funds.  Three 
years  ago — mid- 1994 — in  contrast,  the  com- 
parable number  was  just  two.  Looked  at  from 
any  reasonable  time  perspective,  Fidelity  is 
hardly  a  disaster  area. 

From  my  perspective  as  a  follower  of  invest- 
ment letters,  I  would  like  to  point  this  out: 
Over  the  last  year  not  one  of  the  editors  of  the 
dozen  Fidelity-only  letters  I  monitor  has 
thrown  in  the  towel  and  expanded  his  focus  to 
include  non-Fidelity  funds.  This  is  very 
telling.  On  the  basis  of  my  17  years  of  track- 
ing investment  letters,  I  can  say  with  complete 
confidence  that  if  they  believed  their  Fidelity- 
only  focus  was  hurting  their  performance, 
they  would  have  shifted  in  a  heartbeat. 

What  do  these  editors  know  that  the  herd- 
think  publications  don't?  For  starters:  It's  not 
necessary  that  every  Fidelity  fund  shine  for  an 
investor  in  Fidelity  funds  to  do  well.  All  that's 
required  is  that  some  funds  do  well,  and  that 
investors  can  navigate  among  them. 

Fidelity's  naysayers  also  fail  to  grasp  that  the 
funds'  recent  lagging  has  litde  to  do  with 
some  new  weaknesses  in  the  organization  and 
a  lot  to  do  with  the  market  phases.  Fidelity's 
research  department  has  consistendy  favored 
small-  and  mid-size  companies.  Not  surpris- 
ingly, its  average  equity  fund  has  lagged  the 
market  over  the  last  three  years,  during  which 
a  relative  handful  of  big  stocks  have  paced  the 
market.  By  contrast,  the  average  Fidelity  fund 
shone  prior  to  1994,  when  small-  and  mid- 
caps  outperformed  the  large-caps. 

Jack  Bowers,  editor  of  Fidelity  Monitor,  is 


certainly  not  deserting  Fidelity.  His  Growth 
Portfolio  has  beaten  the  market  since  the 
beginning  of  1987  by  2.5%  per  year.  Bowers 
reminds  us  that  this  is  not  the  first  time  that 
giant-caps  have  led  the  market  and  that  each 
time  this  happened  before,  Fidelity  lagged. 

When  Fidelity's  style  is  temporarily 
out  of  phase  with  the  market,  they 
assume  that  Ned  Johnson  and  his 
crew  have  lost  their  touch.  Nonsense. 


The  truth  about  Fidelity's  underperfor- 
mance,  therefore,  is  far  simpler  and  less  apoca- 
lyptic than  some  publications  seem  to  under- 
stand. Thus,  when  Fidelity's  investment  style 
is  in  vogue,  they  write  that  Fidelity's  managers 
are  geniuses.  And  when  Fidelity's  style  is  tem- 
porarily out  of  phase  with  the  market,  they 
assume  that  Ned  Johnson  and  his  crew  have 
lost  their  touch.  Nonsense. 

Fidelity- booster  Bowers  predicts  that  when 
small-  and  mid-size  companies  again  outper- 
form the  large-caps,  we  will  be  reading  stories 
about  how  Fidelity  turned  itself  around. 
Another  Drexel  Burnham,  indeed. 

In  addition  to  Bowers'  letter,  other  top- 
performing  Fidelity-pickers  among  those  the 
hfd  tracks  are  Eric  Kobren's  Fidelity  Insight, 
David  Menashe's  Fundline;  Michael  Burke's 
Investors  Intelligence;  and  Peter  Eliades' 
Stockmarket  Cycles. 

In  addition  to  a  number  of  Fidelity  Select 
funds  that  these  letters  recommend  as  short- 
term  plays,  the  most-recommended  Fidelity 
funds  currendy  are:  Asset  Manager,  Contra  - 
fund  and  Low- Priced  Stock. 

Asset  Manager  has  no  front-end  load  and 
no  redemption  fee,  whereas  Fidelity  charges  a 
3%  front-end  load  for  the  other  two  funds 
(waived  for  iRAs).  Fidelity  also  charges  a  1.5% 
redemption  fee  if  Low-Priced  Stock  is  sold 
less  than  90  days  after  purchase. 

I  do  not  have  a  clue  as  to  when  the  <  k 
market  will  pull  out  of  its  present  big  stock 
phase,  but  I  am  perfecdy  certain  that  when  it 
does,  you'll  be  reading  glowing  stones  again 
about  Ned  Johnson's  team.  Bi 
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STOCK  TRENDS 

Three  to 
sell  now 


BY  R.S.  SALOMON  JR. 


R.S.  Salomon  Jr.  is 
principal  and  founder 
of  Stamford, 
Conn.-based 
STI  Management. 
Research  assistant: 
Deborah  H.  Tarasow. 


With  the  Dow  industrials  up  close  to 
1,200  points  this  year  on  top  of  a  terrific 
1995  and  1996,  people  are  wondering 
whether  to  do  some  selling.  Knowing  when 
and  what  to  sell  is  the  toughest  part  of  the 
investment  process.  You  don't  get  a  lot  of 
help  from  Wall  Street.  People  who  run  com- 
panies typically  own  a  bunch  of  their  own 
stock  and  don't  like  bearish  comments:  They 
simply  shut  the  critics'  firms  out  of  their 
under  writings.  Let's  put  it  this  way:  It  pays 
brokers  to  have  an  optimistic  bias.  So  90% 
or  more  of  Street  advice  consists  of  buy 
recommendations. 

Faced  with  this  near-unanimous  bullishness 
in  a  seemingly  sky-high  market,  what  is  the 
investor  to  do?  Try  to  avoid  the  problem  by 
buying  stocks  in  companies  that  are  so  good 
you  will  want  to  hold  them  through  thick  and 
thin.  This  buy-and-hold  approach  is  the 
choice  of  most  successful  investors  anyway.  It 
would  have  served  you  well  in  the  decline  of 
1973-74  and  in  the  crash  of  1987. 

If  you  lack  the  temperament  to  ride  out  ups 
and  downs,  here's  the  best  advice  I  can  give: 
At  the  time  of  purchase,  set  a  one-year  price 
target  based  on  the  valuation  of  comparable 
stocks.  Be  prepared  to  reassess  this  target  if 
conditions  change.  If  nothing  has  changed  in 
a  year  and  the  target  has  been  reached,  sell  a 
portion  of  the  holding. 

Faced  with  near-unanimous 
bullishness  in  a  seemingly 
sky-high  market,  what 
is  the  investor  to  do? 


Above  all,  don't  avoid  selling  a  stock  just 
because  selling  would  cost  you  a  big  capital 
gains  tax.  Most  of  my  worst  portfolio  deci- 
sions have  been  the  ones  that  were  purely  tax 
motivated.  Better  to  give  IRS  30%  or  so  of 
your  money  than  to  give  50%  or  more  back  to 
the  stock  market. 

Maybe  the  toughest  of  all  sell  decisions 
involves  stocks  that  turn  down  after  you  buy 
them.  Should  you  take  advantage  of  the 


opportunity  to  buy  more,  or  should  you  rec- 
ognize it  as  a  mistake  and  sell?  In  such  a 
dilemma,  ask  yourself  this:  If  I  didn't  own  the 
stock  today,  would  I  still  be  a  buyer?  If  the 
answer  is  no,  then  sell  the  loser. 

Having  complained  about  the  dearth  of  sell 
recommendations,  what  do  I  propose  doing 
about  it?  Herewith  I  offer  a  few  of  my  own 
from  among  previous  buy  recommendations. 

Sell  77T(63,  ITT),  Pharmacia  &  Upjohn 
(37,  pnu)  and  Enron  (38,  ene). 

itt  has  rallied  sharply  this  year  in  reaction 
to  a  hostile  offer  from  Hilton.  Management 
has  responded  aggressively  by  first  selling 
noncore  assets  and  more  recently  announcing 
a  plan  to  split  the  company  into  three  separate 
public  entities.  These  moves  have  essentially 
thwarted  the  takeover  and  restored  the  stock 
to  fair  value.  Sell  and  move  on. 

While  pnu  is  still  the  cheapest  major  drug 
company  in  the  world,  it  appears  to  be  so  for 
good  reason.  The  cultures  of  the  merged 
companies  are  so  different  that  many  of  the 
hoped-for  savings  are  not  materializing,  pnu's 
highly  regarded  chief  executive  resigned. 
While  he  has  since  been  replaced,  shareholders 
would  do  well  to  depart  as  well. 

I  have  recommended  Enron  in  several  dif- 
ferent columns  as  one  of  the  better-situated 
companies  in  the  integrated  natural  gas  busi- 
ness. Recently,  ENE  acquired  Portland  General 
Electric,  permitting  it  to  offer  customers 
either  gas  or  electric,  depending  on  price. 
Enron  has  fairly  consistently  missed  quarterly 
estimates,  and  it  would  appear  that  15%  to 
17%  future  earnings  growth  is  just  optimistic; 
10%  to  12%  is  a  more  realistic  range.  That  dif- 
ference is  enough  to  cause  me  to  sell. 

At  the  same  time,  I  reaffirm  my  buy  recom- 
mendation on  tig  Holdings  (31,  tig).  In  a 
strong  stock  market  TIG  has  lagged  because  of 
disappointing  first-quarter  earnings  and  warn- 
ings from  management.  This  stock  is  extreme- 
ly cheap  and,  unlike  PNU,  it  has  strong  man- 
agement working  hard  to  enhance  shareholder 
value  through  effective  restructuring  and  a 
major  share  repurchase  program.  I  still  believe 
TIG  can  reach  40  or  more  over  the  next  year.  It 
is  currently  at  1 1.3  times  this  year's  earnings 
and  cheaper  still  on  the  $3  per  share  the  com- 
pany can  easily  earn  next  year. 
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Emerging 
bubbles 


BY  STEVE  H.  HANKE 


The  recent  currency  devaluations  in  the 
Czech  Republic,  Thailand  and  in  a  host  of 
other  countries  in  Southeast  Asia  should  be  a 
warning  to  investors  who  are  playing  the 
emerging  markets.  Most  developing  countries 
have  defective  money  and  banking  systems. 
It's  only  a  matter  of  time  before  additional 
emerging  bubbles  burst.  Don't  get  caught. 

The  bond  markets  in  developing  countries 
have  been  in  the  grip  of  a  speculative  frenzy 
Steve  H.  Hanke  is  a        this  year.  The  central  banks  in  industrial  coun- 
professor  of  Applied        tries,  most  notably  Japan,  have  pumped  out 
Economics  at  liquidity,  and  investors  have  detoured  much  of 

The  Johns  Hopkins        that  liquidity  into  emerging  bond  markets, 
University  in  Baltimore,     where  yields  are  higher  than  at  home.  This 
flood  of  money  of  course  narrows  the  spread 
between  low-quality  emerging-market  paper 
and  U.S.  Treasurys.  In  most  cases  the  spreads 
do  not  come  close  to  compensating  the  hold- 
ers of  emerging  market  debt  for  the  risks 
involved.  Just  ask  anyone  who  got  caught  in 
the  Thai  or  Czech  devaluation. 

These  emerging  markets  are  in  many  ways 
attractive  places  to  invest,  but  the  attractive- 
ness is  canceled  out  by  the  recurrent  threats  of 
financial  instability.  Why?  Most  emerging 
countries  have  central  banks  that  can  use  their 
discretionary  powers  to  create  high-powered 
base  money.  They  also  have  fractional  reserve 
banking  systems,  which  can  create  bank  credit. 
It  is,  in  short,  too  easy  for  them  to  cheapen 
their  currencies  and  create  excessive  credit. 

There's  a  cure.  Central  banks  should  be 
replaced  with  currency  boards.  A  currency 
board  system  requires  that  domestic  notes  and 
coins,  as  well  as  its  deposit  liabilities,  be  fully 
covered  by  foreign  reserves  and  that  the 
domestic  currency  must  trade,  without  restric- 
tions, at  an  absolutely  fixed  exchange  rate 
with  an  anchor  currency.  In  Argentina,  for 
example,  the  peso  is  fixed  to  the  U.S.  dollar 
and  every  peso  is  backed  by  a  U.S.  dollar. 

A  currency  board  cannot  create  credit. 
Therefore,  it  cannot  make  loans  to  the  gov- 
ernment— a  prime  cause  of  inflation.  Currency 
boards  run  on  automatic  pilot.  A  currency 
board  system  makes  the  currency  hard  but 
does  not  guarantee  bank  solvency  and  liquidi- 
ty because  clearing  banks  are  not  required  to 


hold  100%  liquid  reserves  against  checkable 
deposits.  Thus  you  can  have  a  sound  curren- 
cy— but  still  have  unsound  banks. 

To  eliminate  this  element  of  discretion  in 
the  money  circuit,  fractional  reserve  banking 
can  be  replaced  by  100%  reserve  banking. 
Under  100%  reserve  banking,  depositors 
would  no  longer  have  to  live  in  fear  of  being 
unable  to  withdraw  their  deposits,  because 
banks  would  by  definition  always  have  the 
liquid  reserves  to  cover  withdrawals. 

How  would  credit  be  supplied  if  banks  had 
to  maintain  100%  reserves?  Merchant  (or 
investment)  banks  and  merchant  banking 
departments  of  clearing  banks  would  assume 
that  function.  They  would  supply  credit  by 
issuing  shares  or  subordinated  debt  instru- 
ments and  lending  the  funds  received  to  cred- 
itworthy clients. 

This  approach  allows  for  expanding  credit 
flows  while  at  the  same  time  separating 
money  from  credit.  Argentina  has  gone  fur- 
ther down  the  road  toward  sound  money  and 
banking  than  any  other  developing  country. 
It  has  a  currency-board-like  system,  a  bank- 
ing system  with  very  high  reserve  cover  ratios 
and  a  vibrant  investment  banking  industry. 
This  explains  why  DRj/McGraw-Hill  says 
Argentina  will  be  the  least  risky  of  the  ten  big 
emerging  markets  over  the  next  five  years. 
(By  way  of  hill  disclosure,  I  was  an  adviser  to 
Argentina's  former  minister  of  economy, 
Domingo  Cavallo.) 

Argentina  will  be  the  least  risky 
of  the  ten  big  emerging  markets 
over  the  next  five  years. 

Developing  countries  must  go  this  route  if 
they  expect  to  attract  foreign  investment 
without  running  the  risk  of  capital  flights 
similar  to  the  one  that  afflicted  Mexico  a  few 
years  back  and  now  threatens  the  Czech 
Republic,  Thailand  and  other  countries  in 
Southeast  Asia.  Politicians  must  be  made  ro 
keep  their  hands  off  currency  and  credit  Aid 
100%  reserve  banking  must  replace  fractional 
reserve  banking.  Until  this  happens,  investing 
in  emerging- market  countries  is  just  too  risky 
for  the  ordinary  investor.  Hi 
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Every  man  should  know  how  to  cook  one  great  meal. 

And  don't  forget 
the  saffron 


By  Daniel  Roth 

"I'm  a  firm  believer  in  the  idea  that 
a  man  should  know  how  to  cook — 
not  a  chef's  repertoire,  nor  even  a 
complete  three-course  meal,  but  one 
dish  that  he  can  do  perfectly."  So 
Peter  Mayle,  author  of  A  Ye 
Provence,  wrote  in  a  recent  issue  of  GQ 
I  took  his  words  to  heart.  I  can't 
cook — at  least  not  well.  Neither  can 


most  folks  I  know,  women  included. 
Oh,  throw  a  steak  on  the  grill,  sure. 
Improvise  some  spaghetti  sauce.  But 
a  complicated  dish,  cooked  perfectly, 
no.  To  follow  Mayle's  advice  I 
needed  expert  help. 

Enter  Michael  Lomonaco.  The 
former  executive  chef  of  Manhattan's 
21  Club,  Lomonaco  now  runs  the 


kitchen  at  the  World  Trade  Center 
restaurant,  Windows  on  the  World. 
An  even-tempered,  witty  man, 
Lomonaco  agreed  to  teach  this 
Forbes  reporter  how  to  do  a  whole 
menu.  I  was  to  buy  the  ingredients 
he  listed  and  meet  him  at  the  Food 
Network's  test  kitchen,  where 
Lomonaco  hosts  a  weekly  TV  show. 

Menu:  Roasted  tomato  and  goat 
cheese  salad,  followed  by  saffron- 
scented  risotto  with  shrimp  and,  for 
dessert,  a  frozen  Grand  Marnier  souf- 
fle. Here  was  the  logic  behind  the 
menu:  The  risotto,  Lomonaco  says,  is 
decadent  but  not  overbearing.  Saf- 
fron spices  up  the  appearance  and  is 
sensual.  The  heavy  cream  in  the  risot- 
to is  offset  by  light  mixed  greens  and 
goat  cheese.  As  a  wine,  Lomonaco 
suggested  a  sauvignon  blanc  or  light 
pinot  noir. 
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I  emptied  my  groceries  onto  the 
wooden  prep  table.  Total  cost: 
$82.65  for  a  meal  that  could  feed 
four.  Hmni.  A  meal  for  four  at  a 
fancy  restaurant  would  probably  set 
me  back  $200,  wine  and  tip  not 
included. 

Lomonaco  began  picking  through 
the  pile.  "Flour,  okay.  Sugar,  okay," 
Lomonaco  said.  Then,  a  long  pause 
as  he  studied  the  pink  shrimp.  "These 
shrimp  are  .  .  .  cooked."  Whoops.  I 
had  seen  a  gray  mass  of  raw  shrimp  in 
the  grocery  store,  but  right  next  to 


them  were  the  pink  creatures  that  I'd 
seen  at  cocktail  parties.  I  went  with 
the  precooked  pink.  "We  can  work 
with  this,"  Lomonaco  sighed. 

Other  major  mistakes:  buying 
canned  chicken  broth  instead  of 
chicken  stock  and  cooking  wine 
instead  of  white  wine.  A  low-sodium 
chicken  broth  will,  in  an  emergency, 
do.  But  cooking  wine,  chided 
Lomonaco,  is  a  major  no-no. 

I  suggested  that  Lomonaco  was 
being  unnecessarily  fastidious.  Will 
my  guests  be  able  to  tell  whether  my 


olive  oil  is  extra  virgin  or  just  virgin? 
And  given  that  the  recipe  calls  for 
just  half  a  cup  of  white  wine,  will 
they  notice  if  I  use  the  cheap  cook- 
ing variety? 

Unequivocally  yes,  replied 
Lomonaco.  "The  important  thing  in 
cooking  is  to  show  from  the  begin- 
ning to  the  end  that  you  shopped 
right,  bought  the  right  ingredients 
and  went  the  full  distance." 

I  quickly  learned  that  following  the 
recipe  is  only  a  small  part  of  the 
process.  The  plate,  says  Lomonaco,  is 


Roasted  Tomato  and  Goat  Cheese  Salad 

2  large  beefsteak  tomatoes 

1  log  (12  oz.)  Montrachet  goat  cheese 

2  cups  mixed  salad  greens  (mesclun) 

3/4  cup  extra  virgin  olive  oil,  3  tbsps.  balsamic  vinegar 
2  tbsps.  each  chopped  fresh  thyme,  sage,  oregano 
and  basil.  Salt  and  freshly  ground  black  pepper 
1  cup  flour,  3  eggs  (beaten),  1  cup  breadcrumbs 

Preheat  oven  to  300  degrees.  Halve  and  seed  tomatoes 
and  season  with  salt  and  pepper.  Lay  tomatoes  face  down 
on  baking  rack  set  over  cookie  sheet  in  oven  for  20  min- 
utes, or  until  skins  slip  off  easily.  Meanwhile,  combine  lA 
cup  of  oil,  vinegar  and  chopped  herbs.  Remove  tomatoes 
from  oven,  slip  off  skins  and  brush  tomato  halves  lightly 
with  the  vinaigrette.  Return  tomatoes  to  oven  for  1  hour 
more.  Slice  Montrachet  log  into  12  equal-size  disks. 
Brush  each  disk  with  vinaigrette,  dip  in  flour,  eggs  and 
breadcrumbs.  Saute  in  remaining  oil  until  lightly 
browned.  Remove  tomatoes  from  oven  and  divide 
among  four  salad  plates,  alternating  slices  of  goat  cheese 
and  roasted  tomato  halves.  Toss  greens  with  remaining 
vinaigrette  and  place  Vi  cup  alongside  each  serving  of 
tomatoes  and  cheese. 

Basic  Risotto  with  Shrimp 

1  cup  Arborio  rice 

1  lb.  fresh  shrimp 

2  tbsps.  extra  virgin  olive  oil 

1  large  onion,  peeled  and  finely  diced 
1/2  cup  dry  white  wine 

2  1/2  cups  chicken  stock 
2  tbsps.  unsalted  butter 

1/4  cup  freshly  grated  Parmesan  cheese 
2  tbsps.  heavy  cream 
1/4  tsp.  saffron 

Pick  through  rice  to  remove  stones  or  foreign  matter. 
Do  not  wash.  Using  large  skillet  with  heavy  bottom, 
heat  olive  oil  over  low  heat  and  saute  or  "sweat"  onions 
until  translucent,  being  careful  not  to  allow  them  to 


color  or  brown.  Add  rice,  stir  to  coat  with  olive  oil  and 
saute  with  onions  to  toast  each  grain  of  rice,  about  7 
minutes.  (Toasting  process  adds  chewy,  al  dente  quality.) 
Once  rice  is  lighdy  toasted,  add  white  wine  slowly,  stir- 
ring with  wooden  spoon.  Add  saffron.  Meanwhile,  pre- 
heat chicken  stock  to  boiling  point  and  have  ready  at 
stoveside.  After  rice  has  absorbed  the  wine  and  skillet  is 
dry,  add  1  cup  stock,  stirring  occasionally.  Cook  over 
very  low  heat  until  the  stock  is  absorbed.  Continue 
adding  stock,  1  cup  at  time,  until  all  has  been  absorbed. 
(Adding  liquid  in  stages  allows  grains  of  rice  to  expand 
more  fully,  adding  to  the  risotto's  creamy  texture.)  Once 
rice  has  been  added  to  pan,  entire  cooking  process 
should  take  17  to  20  minutes.  Add  shrimp  with  2  min- 
utes left  of  cooking.  After  all  the  liquid  has  been  added 
and  rice  is  chewy  yet  fully  cooked,  with  a  creamy  texture, 
add  the  butter,  Parmesan  and  heavy  cream.  Stir  to  com- 
bine all  ingredients  and  serve  immediately. 


For  the  recipe  for  the  Grand  Marnier  souffle, 
see  the  Forbes  Digital  Tool  www.forbes.com\extra. 


I 


The  main  course 
Decadent 
but  not 
overbearing, 
risotto  is  the 
modern  chef's 
perfect  dish. 


Forbes  ■  August  11,  1997 


145 


M  this  time  we  are  boarding  second-row  passengers  in  the  tirst-class  comfort  of  the  all-new  Lincoln  Navigator.  Upon  entry,  notice  the! 
leather  and  rich  wood  accents  located  throughout  the  cabin,  including  the  steering  wheel  and  center  console.  In  its  class,  only  Navijj 
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exclusive  second-row  bucket  seats  with  leather  surfaces  and  a  center  storage  console.  For  more  information  about  this  full 
:all  us  toll-free  at  1 888  2ANYWHERE  (1888226-9943),  visit  www.lincolnvehicles.com  or  see  an  authorized  Lincoln  Navigate' 


vigator  from  Lincoln.  What  a  luxury  [  ^ 


ize  luxury 
jealer 


your  canvas.  As  Lomonaco  scooped 
the  risotto  onto  plates,  he  was  careful 
to  arrange  it  in  neat  circles,  garnished 
with  sprigs  of  fresh  thyme  and  pars- 
ley. "You  eat  with  your  eyes  before 
you  do  anything  else,"  he  explained. 

The  meal  came  out  perfect  in  the 
test  kitchen.  Now  to  try  on  my  own. 

At  home,  with  a  date,  I  set  out  the 
ingredients  as  Lomonaco  had  taught 
me:  the  stuff  for  the  appetizer  on  one 
side,  the  stuff  for  the  risotto  on  the 
other.  The  tomatoes  gently  roasting 
in  the  oven  gave  the  kitchen  a  sweet 
smell.  I  peeled  the  shrimp  (raw,  this 
time)  and  started  the  risotto,  stirring 
it  slowly  into  the  frying  pan.  The 
tomatoes  done,  it  was  time  to  fry  up 
the  goat  cheese. 

Darn!  As  a  noncooking  bachelor  I 
own  only  a  single  frying  pan.  Too  late 
to  borrow  one  from  neighbors.  I 
improvised.  Instead  of  roasted 
tomato  and  goat  cheese  salad,  we  had 
the  goat  cheese  cold.  Not  bad. 

I  continued  to  stir  the  risotto, 
pouring  in  the  wine  and  chicken 
stock  one  cup  at  a  time,  as  instructed. 
The  cooking  process  was  meant  to 
take  20  minutes,  but  after  20  minutes 


my  risotto  was  barely  chewable. 
Lomonaco  says  to  cook  over  a  low 
heat,  but  I'd  kept  it  too  low.  It  took 
40  minutes  before  the  risotto  was 
finally  right — chewy  and  translucent. 
I  popped  in  the  shrimp  2  minutes 
before  serving. 

The  meal  looked  professional.  But 
then  I  noticed  my  date  had  put  her 
fork  down.  Was  something  the 
matter?  "It  tastes,  well,  it  tastes  kind 
of  plain,'"  she  said.  I  had  forgotten 
the  saffron.  Details,  details,  details. 
That's  what  counts  in  cooking. 

Dessert.  Lomonaco's  Grand 
Marnier  souffle  is  more  of  a  frozen 
mousse.  The  whipped  egg,  flour  and 
heavy  cream  concoction  is  poured 
into  little  souffle  dishes.  Once  frozen, 
it  looks  baked  and  is  meant  to  taste 
like  ice  cream. 

My  take  on  the  dish  wasn't  bad, 
but  I  blew  the  all-important  presen- 
tation. When  I  brought  the  dishes  to 
the  table,  they  were  a  little  messy — 
the  mixture  had  spilled  down  the 
sides.  Still,  it  tasted  good. 

Not  a  brilliant  performance  but 
not  bad  for  a  tyro.  Which  reminded 
me:  After  I  finished  my  lesson  with 


Lomonaco,  I  asked  him,  "What  was 
the  toughest  meal  you  ever  pre- 
pared?" The  chef,  who  has  cooked  at 
the  White  House  and  for  hundreds  of 
celebrities  and  politicians  at  "21",  put 
his  arm  on  my  shoulder.  "Dan,"  he 
replied,  "I  think  it's  this  one." 

I  wasn't  hurt.  I  had  learned  there's 
more  to  cooking  than  ingredients,  a 
recipe  and  some  utensils.  Like  any 
art,  cooking  takes  practice.  BS 


Michael  Lomonaco's  show, 
Michael's  Place,  appears  weekends 
on  the  Food  Network. 


Roasted  tomato  and  goat  cheese  salad 
Cooking  is  art;  the  plate  a  canvas. 


When  asked  to  choose  between  affirmative  action 
and  pure  merit,  educators  fall  back  on  ambiguity. 
It's  poor  English  and  bad  policy. 

A  tale  of  two 
high  schools 


By  Dan  Seligman 


The  mail  recent- 
ly   brought  a 


fundraising  letter  asking  for  a  contri- 
bution to  a  school  identified  as  "the 
new  Townsend  Harris."  As  a  gradu- 
ate of  the  old  Townsend  Harris,  I 
found  myself  pausing  suspiciously 
over  the  following  crucial  sentence: 
The  school  "that  opeiu  d  in  1^84  has 
proven  a  worthy  succcs  not  a 

direct  descendant — of  the  school  we 
remember  with  so  much  p 


The  immortal  H.W.  Fowler  would 
also  have  been  bothered  by  that  sen- 
tence. For  reasons  patiently  explained 
in  his  Modern  English  Usage,  folks 
should  avoid  the  "if  not"  formulation 
because  it  is  inescapably  ambiguous. 
Fowler's  example  of  the  problem  is  a 
sentence  about  a  lawyer  who 
"enjoyed  a  large,  if  not  overwhelm- 
ing, practice."  The  sentence  leaves 
you  totally  unclear  as  to  whether  its 
utterer  means  (a)  that  the  practice  is 


large,  and  possibly  even  large  enough 
to  be  considered  overwhelming  or 
(b)  that  it's  large,  even  though  it's 
not  overwhelming. 

In  the  fundraising  letter  it  is 
unclear  whether  the  letter  writer  is 
saying  that  the  new  Townsend  Harris 
is  (a)  a  worthy  successor  that  should 
be  considered  a  direct  descendant  of 
the  older  school  or  (b)  a  worthy  suc- 
cessor, even  if  it  doesn't  quite  qualify 
as  a  direct  descendant. 

Which  is  precisely  the  issue  for  me 
and  other  graduates  of  the  old 
Townsend  Harris. 

When  I  look  backward,  through 
possibly  rose-tinted  memories,  our 
school  seems  unique.  Any  boy  living 
in  any  of  New  York  City's  five  bor- 
oughs could  apply  for  admission  to 
the  old  Townsend  Harris,  but  all 
applicants  had  to  take  a  mini-IQ  test. 
It  had  only  two  sections.  One  was 
multiple-choice  and  measured  your 
grasp  of  synonyms  and  antonyms. 
The  other  consisted  of  arithmetic 
progression  problems,  taking  the 
form  "2-5-9-14-?-?"  (Forbes  readers 
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will  of  course  see  that  the  missing 
numbers  are  20  and  27.)  The  sole 
admission  criterion  was  your  score  on 
this  funny  little  test.  Every  class  con- 
sisted of  200  or  so  boys — the  ones 
with  the  highest  scores. 

When  I  entered  Townsend  Harris, 
I  instantly  found  myself  surrounded 
by  geniuses  and  superachievers.  The 
school  offered  a  superior  secondary 
education  but  gave  you  only  three 
years  in  which  to  complete  it.  I  grad- 
uated at  16,  but  many  of  my  class- 
mates did  so  at  15. 

The  workload  hit  me  like  a  ton  of 
bricks.  I  found  that  it  took  me  four 
hours  or  so  to  handle  the  homework, 
something  I  was  able  to  cope  with 
only  by  going  to  sleep  early,  then 
rising  to  tackle  the  work  from  around 
midnight  to  4  a.m.  I  then  snoozed  a 
few  hours  until  it  was  time  to  hit  the 
subway  for  school.  Adding  to  my 
despair  was  an  observation  that  some 
of  the  adjacent  geniuses  seemed  to  be 
racing  through  their  homework 
during  the  lunch  hour. 

In  the  many  moons  since  I  gradu- 
ated, I  have  noticed  that  guys  I  went 
to  school  with  have  continued  to  be 
superachievers.  Among  them  was  Joe 
Flom,  the  chap  who  made  Skadden, 
Arps,  Slate,  Meagher  &  Flom  a  huge 
name  in  American  business  during 
the  takeover  boom  of  the  Eighties. 
Another  was  Bernard  Schwartz,  who 
built  up  Loral  Corp.  and  last  year 
made  many  millions  by  selling  its 
defense  units  to  Lockheed  Martin. 

Another  was  Robert  Jastrow,  a 
physicist  who  ran  NASA's  Goddard 
Institute  for  Space  Studies  when 
America  was  putting  men  on  the 
moon.  Also  Edgar  Kaplan,  possibly 
our  country's  preeminent  bridge 
player  for  the  past  40  years. 

A  sizable  fraction  of  my  Townsend 
Harris  contemporaries  became  dis- 
tinguished academics.  Here,  my 
favorite  example  is  psychologist 
Joseph  Adelson,  of  the  University  of 
Michigan,  a  chap  I  identified  as  bril- 
liant even  before  he  gave  a  favorable 
review  to  my  book  on  IQ  (A  Ques- 
tion of  Intelligence:  The  iq  Debate  in 
America),  here  being  plugged  anew 
in  Forbes. 

Many  folks  are  suspicious  of  IQ 
tests,  feeling  that  they  measure  noth- 
ing relevant  to  real  life.  TS  data 


show   that   they  are 
wrong,     that  test 
scores  are  powerfully 
correlated  with  out- 
comes in  real  life —  » 
academic  perfor- 
mance, lifetime 
income,  social 
and  occupational 
status. 

But  even  many 
who  are  prepared 
to  concede  all  of 
this  are  astonished 
to  learn  that  you 
can  predict  life  out- 
comes with  a  dinky 
little  test  like  the  one 
that  we  took  to  get 
into  Townsend  Harris. 
How  can  a  test  that  mea- 
sures such  a  narrow  range  of 
skills  uncover  so  many  totally 
smart  guys? 

The  question  puzzled  me  when  I 
was  in  high  school,  and  I  only  learned 
the  answer  years  later,  when  I  got 
deep  into  the  IQ  literature.  The 
answer  lies  in  a  phrase  often  invoked 
by  psychometricians  (and  nobody 
else):  "the  indifference  of  the  indica- 
tor." The  point  of  the  phrase  is  that 
any  test  of  thinking  ability  will  corre- 
late strongly  with  any  other  test  of 
thinking  ability,  so  the  range  of  sub- 
jects covered  is  of  no  great  conse- 
quence. If  you're  a  superior  per- 
former with  antonyms  and  synonyms 
or  arithmetic  progressions,  you  are 
predicted  to  be  a  strong  logical 
thinker  in  many  different  realms. 

The  old  Townsend  Harris  occu- 
pied somewhat  cramped  quarters  on 
the  top  three  floors  of  a  12-story  City 
College  building  on  23rd  Street  and 
Lexington  Avenue  in  Manhattan. 
When  you  arrived  in  the  morning, 
you  entered  an  elevator  that  was  not 
permitted  to  ascend  until  it  was  thor- 
oughly packed.  A  vivid  memory  is  the 
elevator  operator  charged  with 
enforcing  this  rule,  whose  inescapable 
refrain  was  delivered  in  a  bored 
monotone:  "Push  in,  push  in,  you 
wouldn't  be  here  if  your  fathers 
didn't  push  in."  During  World  War  II 
the  school  was  declared  "inessential" 
and  terminated. 

The  new  Townsend  Harris, 
launched  in  1984,  has  spacious  state- 


of-the-art  facilities, 
including  a  gymnasi- 
um, an  orchestra 
practice  room,  a 
V  500-seat  auditori- 
um and  a  speech 
workshop.  It  is 
clearly  first-rate, 
|  with  high  mini- 
5  mum  standards. 
|  Its  students  (who, 
3  needless  to  say, 
now  include 
young  women) 
have  included  final- 
ists in  the  Westing- 
house  Science  Talent 
Search. 
But,  education  in 
^  the  Eighties  being  edu- 
cation in  the  Eighties,  the 
launchers  of  the  new 
Townsend  Harris  could  not  bring 
themselves  to  settle  for  a  pure  merit- 
driven  system.  Like  iron  filings  drift- 
ing toward  a  magnet,  they  gravitated 
irresistibly  to  affirmative  action.  It  is 
true  that  they  were  far  more  subtle  in 
their  approach  than  many  other 
schools,  not  overtly  giving  applicants 
points  for  their  race  or  ethnicity.  They 
have  done  it  covertly,  via  an  admis- 
sions policy  that  takes  account  of  test 
scores,  elementary  school  grades — 
and  the  student's  "neighborhood." 

Showing  himself  to  be  highly  qual- 
ified in  affirmative  action  doubletalk, 
the  school's  principal,  Malcolm 
Largmann,  got  himself  quoted  in  the 
New  York  Times  earlier  this  year  as 
stating  that  admissions  systems  based 
on  test  scores  are  "a  very  narrow  way 
of  doing  it."  He  added:  "We  get  a 
much  better  balance  of  what  the  city 
is  all  about." 

Somewhere  in  New  York  City,  in 
other  words,  there  are  a  certain 
number  of  superior  students  exclud- 
ed from  Townsend  Harris  because 
they  live  in  the  wrong  neighborhood. 
Unthinkable  in  the  old  school. 

Back  to  HW.  Fowler  and  Modern 
English  Usage:  Please  do  not  bother 
to  write  in  and  quote  that  sentence  of 
mine  in  the  July  7  Forbes — wherein 
I  was  chiding  the  New  York  Times  for 
its  inability  to  report  baseball  scores 
of  "games  last  night  that  got  played 
west  of  the  Rockies,  if  not  the 
Alleghenies."  ** 
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What  if  you  yearn  for  a  fancy  wristwatch 
but  don't  want  to  pay  the  cost  of  a  small  car? 

"Gray"  watches 


By  Alexandra  Alger 

"Watches  are  hot,  and  everyone 
wants  a  deal,"  says  Alan  Furman.  Has 
he  got  a  deal  for  you!  Want  a  classic 
Rolex,  the  men's  stainless-steel-and- 
gold  Oyster  Perpetual  Datejust?  It 
retails  for  $5,600  at  Tourneau,  the 
well-known  chain  of  watch  shops.  At 
Furman's  outfit,  Washington,  D.C.- 
based  Alan  Marcus  &  Co.,  the  same 
watch  goes  for  $4,075.  Patek 
Philippe's  Calatrava  model  sells  for 
$6,195  at  Marcus,  a  third  off  its 
$8,850  list  price.  And  no  sales  tax 
(except  for  D.C.  residents):  Furman 
runs  a  mail-order  operation. 

Furman's  Marcus  &  Co.  is  a 
watch  dealer,  but  it  is  an  unautho- 
rized one.  It  deals  in  "gray  market" 
merchandise — legitimate  stuff 
obtained  outside  regular  channels. 
Other  big  gray  marketers  include 
Capetown  Diamond  Corp.  in 
Atlanta  and  Gray  &  Sons  in  Miami. 
On  the  Web,  a  site  called  Watchnet 
(www.watchnet.com)  carries  adver- 
tisements for  cut-rate  prices  on  new 
Swiss  watches  from  dozens  of  deal- 
ers and  individuals,  "nib  Breidings," 
reads  one  ad.  "43%  off  U.S.  list." 
Those  in  the  market  know  that  nib 
stands  for  "new  in  the  box." 

Watch  manufacturers  hate  these 
gray- market  guys  because  they  con- 
sistently undercut  their  regular 
dealers,  but  there's  little  they  can 
do  to  stop  the  trade.  "Laws  are 
written  to  protect  the  consumer's 
ability  to  get  things  as  cheaply  as  they 
can,"  sighs  Henry  Edelman,  presi- 
dent of  Patek  Philippe  U.S.A. 

Furman  claims  some  watchmakers, 
like  Audemars  Piguet,  are  willing  to 
sell  to  him  direcdy  (they  deny  it).  But 
most  gray-market  goods  come  from 
authorized  dealers  who  quietly 
unload  excess  inventory  on  hungry 
discounters.  Why?  Because  these 
cheating  dealers  make  a  nice  profit 
without  any  risk  and  free  up  capital 


they've  spent  buying  watches  from 
the  manufacturers. 

Take  the  Rolex  mentioned  above. 
Furman  probably  bought  the  watch 
at  35%  off  retail;  he'll  sell  it  at  30% 
off.  With  low  overhead  and  relatively 
little  inventory,  the  discounter  makes 
a  5%  spread — not  much,  but  he  does 
big  volume.  Furman  says  his  rev- 
enues— now  around  $10  million — 
are  growing  at  nearly  20%  a  year. 

Watchmakers  insist  that  buying  on 


the  gray  market  is  fraught  with  peril. 
A  watch  from  a  discount  shop  could 
be  used,  or  technically  new  but  out- 
dated— a  watch,  for  instance,  that's 
been  gathering  dust  in  inventory  for 
a  few  years.  They  warn  that  because 
few  discounters  accept  credit  cards, 
you  have  no  leverage  if  something 
goes  wrong.  And  they're  quick  to 
remind  you  that  gray  marketers  rarely 
offer  a  factory  warranty. 

Nancy  Fox,  a  vice  president  at 
Jaeger- LeCoultre,  says  a  woman 


recently  sent  in  a  broken  watch  with 
a  warranty  card  bearing  the  Alan 
Marcus  &  Co.  name.  Sorry.  Out  of 
luck.  As  Marcus  isn't  an  authorized 
dealer,  Jaeger- LeCoultre  refused  to 
cover  the  cost  of  repairs. 

No  question,  buying  from  a  dis- 
counter is  riskier  than  buying  from 
an  authorized  dealer,  but  there  are 
ways  you  can  protect  yourself.  Check 
out  the  Watchnet  Internet  site's 
"crummy  deals"  department,  a  col- 
lection of  sad  stories  about  discount- 
ers who  balk  at  honoring  their  return 
policies  or  disappear  after  the  sale. 
Get  recommendations;  post  queries 
on  Watchnet  or  Timezone  (www. 
timezone.com). 

You  can  also  use  a  gray  market 
price  to  exert  some  leverage  on  an 
authorized  dealer.  Last  year,  after 
Mark  Howerton,  a  sales  manager  for 
General  Motors'  Allison  Transmission 
division  in  Dallas,  told  an  autho- 
rized jeweler  that  a  dealer  on 
Watchnet  was  selling  new  Omega 
Speedmasters  for  40%  off  retail 
price,  the  dealer  was  willing  to  give 
him  a  30%  discount. 

Another  alternative  to  paying  full 
retail  for  a  quality  watch:  the 
secondhand  market.  Swiss  mechan- 
ical watches,  if  cleaned  and  reoiled 
every  three  to  five  years,  can  last 
indefinitely.  Many  authorized  deal- 
ers sell  secondhand — or,  as  they 
prefer  to  call  them,  pre-owned — 
watches.  With  a  store  warranty,  a 
pre-owned  watch  will  go  for  20%  to 
60%  off  original  list  price. 

Christie's   and   Sotheby's  are 
where  secondhand  dealers  often  get 
their  wares.  There  aren't  many  deals 
on  Rolexes — they're  too  popular — 
but  at  a  recent  Sotheby's  auction  in 
New  York  a  white-gold  Cartier 
"Tank  Americaine"  chronograph, 
c.  1995,  went  for  $4,600;  new,  it  lists 
for  $9,800.  If  you  want  to  play  it 
safe,  you  are  probably  better  off 
paying  a  bit  more  from  a  reputable 
dealer  in  secondhand  watches.  At 
auction  you're  buying  as  is.  If  there's 
a  problem,  it's  yours  to  deal  wit! 

Christie's  and  Sotheby's  bot!  hold 
watch  auctions  three  times  ear  in 
New  York  (as  well  as  in  ondon, 
Geneva  and  Hong  Kong  i.  The  next 
auctions  are  in  October — in  time  for 
the  Christmas  gift  season.  M 
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FINANCIAL  SERVICES 


Receive  Value  Line 
for  only  $75  $55 

An  introductory  subscription  to  The  Value  Line  Investment  Survey 

brings  you  the  2000-page  Investors  Reference  Library — Value  Line's  most  recent 
Ratings  and  Reports  on  1 700  stocks  and  the  practical  guide  How  to  Invest  in  Common 
Stocks.  You  will  also  receive  analyses  of  about  130  stocks  each  week  for  10  weeks  for 
^5T$55.  Available  only  once  every  three  years  to  any  household.  SPECIAL  BONUS: 
WALL  STREET  WORDS,  an  accessible  dictionary  of  over  3.500  terms  (retail  price 
$8.95).  In  addition  to  clear  definitions,  this  convenient  guide  features  special 
explanations,  helpful  hints,  and  case  histories  on  87  topics  of  special  interest, 
contributed  by  32  industry  professionals — plus  48  case-example  paragraphs  by 
the  author.  (Available  while  supplies  last.)  SPECIAL  EXTRA  BONUS— Our  New 
Video— INVESTING  THE  VALUE  LINE  WAY:  How  To  Make  The  Stock  Market 
Work  For  You.  Free  with  ycur  trial  subscription.  Your  subscription  may  be  tax- 
deductible:  consult  your  tax  advisor.  Send  check  or  money  order 
along  with  name,  address  and  zip  code  together  with  this  ad  or: 

Call  Toll-Free  1-800-833-0046 

Ext.  2903  Dept.  216D11  American  Express,  MasterCard  or  Visa.  24  hours  a  day.  7  days 
a  week.  II  you  are  not  completely  satisfied  return  all  materials  in  good  condition  within  30 
days  from  Ihe  start  ol  your  trial  subscription  for  a  full  refund  of  your  fee. 
Allow  4  weeks  lor  delivery.  Foreign  rales  upon  request. 

The  Value  Line  Investment  Survey®. 

PO  Box  3988  New  York. 
NY  10008-3988 


</>  Q. 
tOQ_ 

00  o 
wC 
30 

</>  o 

s>! 

Q-w. 


EXECUTIVE 


S1K 


CONSULTING 

/  Substantial  Income 
/  Prestigious  Business 
/  Low  Risk 

/  Moderate  Investment 
/  Financing  available 
/  Work  part  or  full-time 
/  No  royalties 
/  No  employees 
✓  No  inventory 
/  High  ROI 

800-660-0330 

Mon-Fri,  9am  -  5:30  pm,  CST 


iiWMiWilil 


ASSET  PROTECTION 
& 

OFFSHORE  BANKING 


We  show  you  "How  To" 
create  a  financial  fortress  that 
will  protect  tour  wealth  with 
complete,  tested  and  secure 
privacy,  including: 
Confidential  Banking, 
Offshore  Centers,  Debit  and 

Credit  Cards,  access  to 
International  and  US  Funds, 
Overseas  and  Domestic 
Brokerage  Services 


Call  us  today:  800-266-821 1 
Merrill,  Scott  &  Associates 
http://www.merrillscott.com 


OF 


ORE 


TAKE  YOUR  BUSINESS  OFFSHORE  FOR  THE 
BEST  ASSET  PROTECTION  AND  PRIVACY 
Companies  -  Bahamas,  BV1,  Cayman 

Trusts.  Banlc  fx  Securities  Accrs,    ^T*"  ''nit . 
Credit  Cards 

Visa/MC/Amex 

(800)  551-9105 

hrtp://www  slcysurf.comAics 


S  OVER  ONE  BILLION  S 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Hsjoi  Mangfacluring  to  Small  Rotiil  Snaps 

No  Brokerage  Fees 
To  Buy  or  Sail 
1-800-999-SALE 
GREAT  WESTERN  business  services,  inc. 


NATIONWIDE 


INCORPORATE  IN  DELAWARE 


Specialists  in  setting  up  Delaware  Corporations.  General,  Aircraft, 
Boot  &  Shelf  Corporations,  (all  or  write  for  our  (Kit  A771 

We  provide  coiMentkl 
quality  service  tor  0 
LfcL  nesoaobh  ntm. 

351 1  Silverside  Rd,  /105-FB  •  Wilmington,  DE  USA  19810 
302-477-9800  •  80032KORP  •  FAX  302-477-981 1 
E-mail:  corp@delreg.com  •  Internet  http://delrerj.com 


$350,000++  Potential 
Annually  FROM  HOME 

$350K  and  more  possible  annually  from  one-time 
start  up  of  less  than  $10K.  $75K  potential  1st  few 
months.  One  year  old,  global  company, 
break-through  product  and  profit  structure.  Work 
from  wherever  you  have  phone,  fax.  No  inventory 
or  selling  experience  required.  No  meetings,  not 
MLM.  Call  now— 1-800-432-0018  x2776  for  24 
hour  2  minute  message. 


EDUCATIONAL  SERVICES 


University  Degrees 


Approved  Self  Paced  Home  Study 
Associate  Bachelors  Masters  Doctors 

Emphasis  in:  Business  Admin,  Public  Admin, 

Health  Care  Admin.  Human  Resources, 
Finance.  International  Business,  Tech  Mgmt, 
Law,  Paralegal,  Psychology.  Call  for  brochure 
(800)  477-2254  (24  hrs) 
Southern  California  University 
for  Professional  Studies 
1840  E  17  St  - F.  Santa  Ana,  C A  92705 
http://www.scups.edu 
Email:  enroll@scups.edu 


MBA  by  Distance  Learning 

Maior  British  university  otters  accredited  MBA; 
Bachelor's  or  GMAT  needed  Chosen  try  Economist 
Intelligence  Unit  as  cne  of  wortd's  best  MBA  programs. 

HERI0T-WATT  UNIVERSITY  ]  (800)  MBA-0707 
North  American  Distributor  I    "»  Ask  tor  ext  6 
6921  Stockton  Ave.  Suite  C,  El  Cerrito.  CA  94530 
For  immediate  FaxBack  literature:  from  your 
fax  machine's  phone,  call  (510)  486-8900. 


COLLEGE  DEGREE 

BACHELOR'S  ■  MASTER'S  ■  DOCTORATE 

For  Work  Ule  and  AcQdemrc  Experience 

Earn  your  degree  through 
convenient  home  study 

(800)  423-3244  ex.  185 
Fax:  (310)  471-6456 

send  detailed  resume  lor  fHtf  ivmluatkin 

Pacific  Western  University 

1210  Auahi  Street.  0- pi  185  Honolulu.  HI  96814-4922 
http://www.pwu-hi.edu 


GET  A  COLLEGE  DEGREE 
IN  27  DAYS 

BS/MS/MBA/PhD.,  etc.  Including 
graduation  ring,  transcript, 
diploma.  Yes,  it's  real,  legal, 
guaranteed  and  accredited. 
1-800-689-8647,  24/hours. 


Earn  Your  Degree  Now! 

BS,  MA,  MBA,  Ph.D. 

I  Send  resume  for  no-cost  evaluation  or  call 
^(800)  240-6757 

MOO  Uptown  Blvd  NE 
Suite  398-W 
Dept.  29 

'Albuquerque,  New  Mexico  871 10  U  SA 
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MVESTMENT  GEMS  TONES 
I ARANTEED  LIQUIDITY!! 
We  buy  &  sell  Diamonds 
and  all  Precious  Gemstones. 
■ree  wholesale  catalog  since  1%7! 
Member:  Jewelers  Board  of 
Trade  &  Chamber  of  Commerce. 

HOUSE  OF  ONYX 
1  Main  St.,  Greenville.  KY  42345 
800-844-3100  or  FAX  502-338-9605 


It  keeps 
more  than 
memories 
alive 


THE  AMERICAN  HEART 

ASSOCIATION 
MEMORIAL  PR8ERAM 


1-800-242-8721 


American  Heart  Association 
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ils  space  provided  as  a  public  service 


COSMETIC  HYGIENIC  DISPOSABLES 


FINE  ART 


QOSMEDIX®  Hygienic  Disposables 

•  Prevent  Cross  Contamination  •  Mascara  Wands 
•  Lip  Brushes  •  Spatulas  •  Latex  Free  Sponges 
•  Eyeshadow  Applicators  •  Cotton  Squares  •  Swabs 
150-Q  Executive  Dr.  Edgewood,  NY  11717-8329 
Phone:  +1  516-242-3270     Fax:  +1  516-242-3291 
 www.qosmedix.com  info@qosmedix.com  


BDOKS/AUTHORS/PUBLISHERS 


NEW  AUTHORS 

PUBLISH  YOUR  WORK 

All  sub/ects  considered: 
Fiction.  Biography,  Poetry,  Religion,  Childrens 

AUTHORS  WORLDWIDE  INVITED 

write  or  send  your  manuscript  to: 

MINERVA  PRESS 

2  OLD  BROMPTON  ROAD,  LONDON  SW7  3DQ,  ENGLAND 


EXECUTIVE  BIITS 


Back  pain? 


Based  on  the  Alexander 
Technique.  PosturEvolution  is  not 
simply  a  seating  device,  it's 

a  long-term  approach 
to  back  care. 

Our  seat  support  guides  you 

into  sitting  properly. 
And  good  posture  can  lead 
to  immediate  comfort  and  to 

lasting  relief. 


800  392  0363 


Send  for  a 


FREE 
CATALOG 

)f  business  books  for  sale 


Write  to: 

Free  Business  Catalog 
U.S.  Government  Printing  Office 
Office  of  Marketing — Stop  SM 
Washington,  DC  20401 


TIME  SHARE  RESALES 


Harriott  flsSc 

VACATION  CLUB. 


Pre-owned  Vacation  Ownership 
weeks  available.  •  Orlando,  FL  •  Palm 
Desert,  CA  •  Vail,  CO  •  Hilton 
Head,  SC  •  Paradise  Island,  Bahamas  • 
Call  tcdav  for  pricing  and  purcha&e  bcnwe&t 
I-80O-332-1333 


Franchise 

your  business! 

Call  for  information  about 
"Franchise  Your  Business"  seminars, 
or  information  on  franchising. 

Frcincorp*  FE 

Specialists  m  Franchise  Development 

1-a00-FRANCHISE  11-800-372-6244)^ 


■Ham 


EXECUTIVE  CONSULTANTS 


Over  $100,000.007yr.  potential. 

You  don't  pay  anything.  We  pay  you. 
Management,  technical  or  marketing 
experience  desirable,  not  necessary. 
Unique  opportunity  to  secure 
Your  Future  Forever. 
425-771  -5737.  WWW.WfTO.COM. 


TRADITIONAL 
SCOTTISH 
&  IXROl'KAN 

wimishootim; 


Corporate  hospitality  or  personal  enjoyment 
Our  40th  season  -  References 

Vlsll  our  website  http  //www  ndirect  co  uk/-hrwscothunt 
Email  hrw3cothunt@ndirect  co  uk 

Perth  PH1  5PX.  Scotland 
Call/Fax:  011  44  1738  443344/27 

HENDRY,  RAMSAY  &  WILCOX 

Scolland's  leading  national  &  international  oulflllers 


DALI 

Collect  Rare,  Authentic 
Limited  Editions 
from  S  2500 
CALL  FOR  CATALOG 

1-800  999-DALI 

or  (310)  798-1360 


SILVERSTATE  fine  art 


HE  CELLARS 


Winecellars 
Humidors 


Factory  Direct  to  You 


Beautiful  burl  root  humidors  for  75 
cigars  only  $169,  includes  humidi- 
fier, solution  kit  and  hygrometer-a 
$100  value!  Other  models  for  up 
to  250  cigars  with  a  mirror- 
like  poly/lacquer  finish  and  , 
brass  locksets.  Display 
units  with  2  glass  doors  & 
electric  humidifier-holds  1 500  cigars 
only  $1395  and  custom  walk-ins  hold  millions! 

47  Deluxe  Winecellars,  24  bottle  cellars  from 
$229,  handmade  wood  cellars  for  60  to  3400 
bottles,  cooling  units,  custom  racks  and  cellars. 

Call  for  a  free  catalog  800/777-8466 
www.vinotemp.com 


Richard  Petty  Driving  •<.<.-perlMic« 

is  available  year  round  at  Atlanta.  Charlotte,  Las  Vegas, 
and  Walt  Disney  World  Speedway.  5  courses  to 

choose  from  with  rides  starting  at  $99.99. 
For  more  information  and  a  free  brochure,  call: 

I  BOO  BEAUTY 


FORBES  MARKET  CLASSIFIED 

To  spotlight  your  specialty  product  or  service  to  an  affluent  proven  responsive  executive  auj 

CALL  OR  FAX  LINDA  LOREN  (212)  260-0620  or  FAX  (212)  260-8 iff 

e-mail:  lloren@forbes.com 
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and 


George  Gilder  _ 


present 


September  14-16, 1997 

Palm  Springs,  CA 

The  Rilz-Carlton  Rancho  Mirage 


Telecom,  technology, 
and  public  policy  opinion 
leaders  gather  for 
candid  discussion  on 
the  New  Paradigm 


To  pics  for  Debate  & 
Discussion  Include: 


Revolt  Against  The  Telecosm 


Moore's  Law  vs.  Moron's  Law 


Internet  Replaces  Television 


Death  of  Telephony 
Waves  Over  Wires 


Moore's  Law  vs.  The  Speed  of  Light 


Money  and  the  Microcosm 


The  Future  is  Orbital 
Betting  Against  Bandwidth 


Does  Java  Break  Windows? 


Registration  Fee:  $3,800.00 

For  more  information : 

Call:  212-206-5521  Fax:  212-206-5158 
e-mail:  telecosm@forbes.com 
www.forbes.com/conf/ 
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"The  more  things  change..." 
70  years  ago  in  Forbes 

(From  the  issue  of  Aug.  15,  1927) 
"The  stock  market  is  shouting  opti- 
mism. The  opening  of  August  again 
saw  average  quotations  on  the  New 
York  Stock  Exchange  at  new  heights. 
Some  of  the  advances  have  been  sen- 
sational— in  General  Motors  and  U.S. 
Steel,  for  example,  the  latter  helped  by 
du  Pont  buying  of  a  large  block." 

'Ts  Henry  Ford  ignorant  concerning 
certain  unpleasant  conditions  existing 
in  his  plants?  It  was  hard  to  accept  any 
such  assumption  before  Mr.  Ford's 
confession  that  he  didn't  know  until 
'recently'  anything  about  the  long 
series  of  vicious  anti-Jewish  articles 
appearing  in  his  own  publication. 
Having  conducted  housecleaning  in 
his  role  of  publisher,  will  Mr.  Ford 
now  please  investigate  personally  the 
complaints  coming  from  his  own 
workers  and  set  conditions  right?" 

60  years  ago 

(From  the  issue  of  Aug.  15,  1937) 
"One  U.S.  governor  is  taking  no 
chances  that  the  wheat  price  will  be 
'unfair.'  As  chairman  of  the  North 
Dakota  State  Industrial  Commission, 
Governor  Langer  charged  that  'grain 
gamblers  are  robbing  North  Dakota 


farmers.'  To  protect  them,  he  threat- 
ened to  'buy  every  bushel  of  wheat 
raised  in  the  state  unless  the  market 
pays  what  the  grain  is  worth.'  " 

"The  only  question  about  prices  of 
1938  cars  is  how  much  higher  they 
will  be.  The  Ford  increases  of  $15  to 
$35  announced  two  weeks  ago  were 
all  well  under  7%.  Oldsmobile,  Buick 
and  Cadillac  raises  were  no  greater 
percentagewise.  Any  prophecy  about 
other  makes  can  be  only  a  guess.  But 
final  increases  may  be  in  the  5%  to 
10%  realm,  and  some  may  be  greater." 

50  years  ago 

(From  the  issue  of  Aug.  15, 1947) 
"Mutual  savings  banks,  reporting 
new  records  in  savings  deposits,  assert 
that  despite  opinions  to  the  contrary, 
the  public  is  not  draining  its  liquid 
savings  to  maintain  present  business 
activity." 

"Development  of  a  scientifically 
unique  form  of  matter  into  a  space- 
saving  insulant  is  said  to  increase 
household  refrigerator  and  freezer 
capacity  up  to  60% — without  adding 
to  outside  dimensions.  Trick  is  done 
by  a  powdery  substance  from  which 
all  liquid  matter  has  been  removed 
without  destroying  the  microscopi- 
cally small  honeycomb  of  individual 


cells  comprising  the  substance.  With 
only  the  walls  remaining,  the  product 
becomes  94%  'nothing.'  These  walls 
act  as  buffers  against  heat  transfer, 
making  the  product  the  most  effi- 
cient insulating  material  known." 

25  years  ago 

(From  the  issue  of  Aug.  15,  1972) 
"No-load  mutual  funds  have  been 
gaining  business  at  a  rate  of  nearly 
$35  million  a  month  this  year.  Mean- 
while, load-charging  mutuals  as  a 
group  were  paying  out  more  in 
redemptions  than  they  took  in  from 
new  sales,  and  losing  business  at  the 
rate  of  nearly  $160  million  a  month." 


10  years  ago 

(From  the  issue  of  Aug.  10,  1987) 


Wal-Mart  Stores'  founder  Sam  Walton 
in  his  trademark  pickup  truck. 


"In  1970,  when  his  Wal-Mart  Stores 
were  but  a  small  cloud  on  the  hori- 
zons of  Kmart  and  J.C.  Penney,  Sam 
Walton  developed  the  cornerstone  of 
his  strategy:  'We  didn't  have  distrib- 
utors falling  over  themselves  to  serve 
us  like  our  competitors  did  in  larger 
towns.  Our  only  alternative  was  to 
build  our  own  warehouses  so  we 
could  buy  in  volume  at  attractive 
prices.'  On  sales  of  $15.5  billion, 
Wal-Mart  looks  set  to  earn  around 
$600  million  this  year  and  $800  mil- 
lion next  year." 

"Since  Texas'  fall  from  super  opu- 
lence, the  thrust  of  Texas  jokes  has 
changed  dramatically.  Old  style:  the 
oil  millionaire  having  a  heart  .tack 
groans  to  his  secretary,  'D<  n't  just 
stand  there,  go  buy  a  hospital.'  New 
style:  'What's  it  called  when  a  Texas 
oilman  gives  his  son  seven  stripper 
wells?  Child  abuse.' "  ■ 


As  early  as  the 
summer  of  1937, 
Forbes  was 
already  warning 
about  the  fast- 
growing  obsoles- 
cence and  general 
decrepitude  of 
the  entire  U.S. 
merchant  marine. 
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The  trouble  is  that  too 
many  of  our  bankers  and 
financiers  do  not  realize 
that  financial  statesman- 
ship calls  for  something 
more  than  cold-blooded 
efficiency.  Unless  a  tower- 
ing financier  or  the  head 
of  a  very  large  industrial 
enterprise  can  earn  the 
faith,  the  esteem,  the  good- 
will of  the  public,  he 
cannot  be  counted  100% 
successful. . . .  After  all, 
the  biggest  of  our  bankers 
and  the  biggest  of  our 
business  leaders,  with  all 
their  money  and  influence 
and  power,  are  as  a  drop 
in  the  bucket  compared 
with  the  power  of  the 
rank  and  file  of  the 
people  as  a  whole. 

-B.C.  Forbes 


A  Text  .  .  . 

Thus  saith  the  Lord,  thy 
Redeemer,  the  Holy  One 
of  Israel;  I  am  the  Lord 
thy  God  which  teacheth 
thee  to  profit,  which 
leadeth  thee  by  the  way 
that  thou  shouldest  go. 
-Isaiah  48:17 


Sent  in  by  Robert  A.  Hill, 
West  Yarmouth,  Mass. 
What's  your  favorite  text?  Forbes 
Book  of  Quotations:  Thoughts  on 
the  Business  of  Life  is  presented 
to  senders  of  texts  used. 


There  are  two  kinds  of  talent, 
man-made  and  God-given. 
With  man-made  talent  you  have 
to  work  very  hard.  With  God- 
given,  to  just  touch  it  up 
once  in  a  while. 
-Pearl  Bailey 

The  sad  truth  is  that  excel- 
lence makes  people  nervous. 

-Shana  Alexander 

How  many  youn^  geniuses 
we  have  known,  and  none 
but  ourselves  will  ever  hear 
of  them  for  the  want  in 
them  of  a  little  talent! 
-Ralph  Waldo  Emerson 

Creative  minds  have  always 
been  known  to  survive  any 
kind  of  bad  training. 

-Anna  Freud 


It  takes  little  talent  to  see 
what  lies  under  one's  nose, 
a  good  deal  to  know  in  what 
direction  to  point  that  organ. 

-W.H.  AUDEN 

Men  of  genius  do  not  excel 
in  a  profession  because  they 
labor  in  it;  they  labor  in 
it  because  they  excel. 
-William  Hazlitt 


The  "Thoughts"  three-volume  boxed  set  and  individ- 
ual volumes,  now  out  of  print,  have  been  replaced  by 
Forbes  Book  of  Quotations:  Thoughts  on  the  Business 
of  Life,  a  new  one-volume  deluxe  edition  with  more 
than  900  pages  and  14,000  quotes.  The  price  is  only 
$40.00,  plus  $3.50  shipping  and  $1.00  per  item  han- 
dling (add  applicable  sales  tax). 

Still  available:  the  Thoughts  Screen  Savertor  PC 
(Windows  3J?  diskette),  for  $19.95 
To  order,  please  call  toll-free,  1-800-876-6556. 


If  a  man  has  a  talent  and 
cannot  use  it,  he  has  failed. 
If  he  has  a  talent  and  has 
used  only  half  of  it,  he 
has  half-failed.  If  he  has 
a  talent  and  learns  somehow 
to  use  the  whole  of  it,  he 
has  gloriously  succeeded, 
and  won  a  satisfaction 
and  a  triumph  few  men 
ever  know. 

-KONSTANTIN  STANISLAVSKY 

Behind  an  able  man  there 
are  always  other  able  men. 

-Chinese  proverb 

When  I  stand  before  God  at 
the  end  of  my  life,  I  would 
hope  that  I  would  not  have  a 
single  bit  of  talent  left 
but  could  say,  "I  used 
everything  you  gave  me." 
-Erma  Bombeck 

Talent  is  a  gift  which  God 
has  given  us  secretly,  and 
which  we  reveal  without 
perceiving  it. 

-Montesquieu 

Whom  the  gods  wish  to  destroy 
they  first  call  promising. 

-Cyril  Connolly 

It  is  not  enough  to  be  good 
if  you  have  the  ability  to 
be  better.  It  is  not  enough 
to  be  very  good  if  you  have 
the  ability  to  be  great. 
-Alberta  Lee  Cox  (8th  grade) 

Talent  is  a  question  of 
quantity.  Talent  does  not 
write  one  page,  it  writes 
three  hundred. 

-Jules  Renard 

What  really  matters  is  what 
you  do  with  what  you  have. 
-Shirley  Lord 
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BEST  BUYS 

FOR  A  DIZZY  MARKET 


How  to  sleep  well 
without  going  to  cash 

Fidelity's  Mr.  Comeback 


an  array  of  discount  brokerage  services  includ- 
ing our  new  Mutual  Fund  Gateway,"'  which 
gives  our  customers  the  flexibility  to  purchase 
more  than  700  no-load  mutual  funds  in  addition 
to  those  offered  by  T.  Rowe  Price.3 

Customer  satisfaction,  however,  is  about  more 
than  just  choice.  That's  why  we  provide  the 
services  you  expect,  like  knowledgeable  and 
courteous  phone  representatives  to  answer  your 
specific  questions.  You  can  also  count  on  24-hour, 
7-day-a-week  access  to  your  account  by  phone  and 
through  our  Web  site,  www.troweprice.com.  Here 

you  can  instantly  get 
the  latest  information 
on  our  mutual  funds, 
discount  brokerage 
services,  and  current 
market  performance. 
You  can  even  down- 
load prospectuses. 
We  also  provide 
educational  guides,  software  tools,  and  retirement 
planning  kits  —  all  designed  to  help  investors 
develop  successful  investment  strategies. 

A  TRADITION  AT  T.  ROWE  PRICE 

In  1937,  Thomas  Rowe  Price  was  considered 
an  innovator  when  he  shunned  sales  commis- 
sions in  favor  of  asset-based  fees  that  aligned 
his  interests  with  those  of  his  clients.  That 
tradition  of  innovation  continues  today. 
This  year,  we  introduced  our  Retirement 
Planning  Analyzer.  This  state-of-the-art  software 
not  only  calculates  whether  you're  saving 
enough  for  retirement  but  can  actually  help 


you  manage  your  investments  more  intelligently 

This  year  also  saw  the  debut  of  our  Rollover 
Investment  Service.  After  an  in-depth  examina- 
tion of  your  particular  investments,  risk  profile, 

and  retirement 
date,  T.  Rowe  Pric 
will  recommend 
a  personalized 
plan  to  help  you 
effectively  roll 
over  and  invest 
your  retirement 
assets.  It's  this  spirit  of  innovation  that  has  kept 
T.  Rowe  Price  at  the  forefront  of  investment 
services  for  60  years. 

T.  Rowe  Price  offers  a  full  range  of  both  retire- 
ment and  nonretirement  options  for  individual 
investors  and  retirement  plan  sponsors.  And 
because  we  understand  the  evolving  needs 
of  our  clients,  we  offer  an  ever-expanding 
array  of  discount  brokerage  services.  Today, 
T.  Rowe  Price  and  its  affiliates  manage  over 
$100  billion  for  over  five  million  individual 
and  institutional  accounts. 

We'd  be  honored  to  help  you  invest  with  con- 
fidence to  meet  your  investment  objectives. 

For  more  information  or  a  prospectus, 

call  1-800-541-6628 

or  visit  us  on  the  Internet  at 

www.troweprice.com 


Invest  With  Confidence 

T.RoweRice 


Brokerage  is  a  division  of  T.  Rowe  Price  Investment  Services,  Inc.,  member  NASD/SIPC.  Please  request  a  prospectus  and  read  it  carefully  before  investing. 
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283  Cyberluggage 

Nothing  virtual  about  these  stylish 
laptop  totes— least  of  all  the  prices. 
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Robert  M.  Parker,  Jr. 
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n  experienced  guide  on  the  road  to  wealth. 


wealth  is  a  destination,  one  firm  is  uniquely  capable  of  helping  its  clients  make  the  journey. 
That  company  is  U.S.  Trust.  Since  1853,  we  have  displayed  a  consistent  ability  to  help  clients  build 
their  assets.  As  a  result,  U.S.  Trust  is  one  of  America's  premier  wealth  management  firms. 

U.S.  Trust's  seasoned  professionals  offer  comprehensive  wealth  management  services,  beginning 
with  a  proven  investment  process.  We  provide  numerous  tax- intelligent  investment  options, 
including  domestic  and  international  equities,  taxable  and  tax-exempt  bonds  and  venture  capital 
opportunities.  Of  course,  true  wealth  management  encompasses  more  than  prudent  investing.  So 
we  also  provide  an  array  of  sophisticated  services,  including  private  banking  and  financial,  estate 
and  retirement  planning. 

For  detailed  information  regarding  our  ability  to  help  build  and  manage  your  wealth,  call 
Richard  E.  Foley,  Managing  Director,  at  1-800-U.S.  TRUST  or  visit  www.ustrust.com. 
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It's  the  powerful  silence  of  a  sunrise.  It's  a  sound-dampened  cabin  that  lets  you 


••• 


and  a  friend  talk  over  old  times  instead  of  talking  over  the  engine.  It's  3.2  liters 


icon  Honda  Motor  Co..  Inc.  Acura  and  TL  are  trademarks  of  Honda  Motor  Co.,  ltd.  Ma 


Make  an  intelligent  decision.  Buckle  up.  hSOQTO-ACURA/www.acura.com  The  Acura  TL 


and  200  horses  with  racing  bloodlines.  It's  climate  control  that  delivers  Malibu 


in  March  toTexans  in  mid-August.  It's  a  good  steak.  It's  a  4-wheel,  independent, 


double-wishbone  suspension  that  provides  communication  between  road  and 


driver  that  would  make  even  a  marriage  counselor  happy.  It's  the  Acura  TL. 


The  True  Definition  of  Luxury  Yours:  ©ACURA 
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Janet  Novack 


Let  'em  eat  tax  forms 

Having  spent  25  years,  combined,  covering  Washington  and 
taxes,  Janet  Novack  and  Laura  Saunders  have  become  a  bit  cyni- 
cal about  the  political  culture.  Yet  the  venal  horse  trading  they 
observed  in  covering  the  new  tax  bill  appalled 
even  them.  Saunders  could  only  agree  when  a 
prominent  former  Treasury  official  told  her: 
"This  is  the  worst  tax  bill  ever.  Both  parties 
should  be  lynched." 

Novack  says  that  while  the  public  is  accus- 
tomed to  blaming  lobbyists  for  the  rottenness 
in  Washington,  a  lot  of  the  complex  mischief 
in  the  new  tax  bill  was  dreamed  up  right  in 
Congress  and  in  the  White  House- — a  product, 
says  she,  alliteratively,  "of  political  pandering 
and  posturing,  not  of  PACs."  One  probusiness 
lobbyist  confided  to  Novack:  "This  bill  is  a  hell 
of  a  price  to  pay  for  capital  gains  cuts.  It  junks  up 
the  code  so  much  that  I'd  like  to  see  the  whole 
thing  fail.  But  I  can't  say  that  publicly  because 
some  of  our  members  say,  'Everybody  is  getting 
theirs.  Why  shouldn't  we  get  ours?'  " 

Novack  asked  a  so-called  advocate  for  the 
poor  whether  the  new  bill  might  not  be  con- 
fusing for  low-income  people  who  claim  the 
Earned  Income  Tax  Credit.  A  provision  in  the 
bill  allows  taxpayers  with  three  or  more  chil- 
dren to  use  the  child  credit  to  offset  payroll  taxes,  while  taxpayers 
with  two  children  can  use  the  credit  only  to  offset  income  taxes. 

Replied  the  pal  of  the  poor:  "Sure  they're  going  to  find  it  con- 
fusing." That  wasn't  his  problem.  He  had  won  the  political  battle. 
Let  'em  eat  tax  forms. 

"Torture  by  taxation"  starts  on  page  42. 

Sorry,  wrong  number 

We  go  to  extreme  lengths  to  guarantee  accuracy  in  the  num- 
bers we  publish,  but  bad  things  occasionally  happen.  Our  July  28 
listing  of  the  world's  wealthiest  people  carried  aig  boss  Hank 
Greenberg  at  $2.9  billion.  That  number  is  on  the  high  side  by  $1 
billion.  Seems  we  caught  a  3-for-2  stock  split  in  AIG,  but  mistak- 
enly applied  the  presplit  price  to  the  increased  number  of  shares. 


Laura  Saunders 


Where's  the  top? 

Hazard  of  being  a  mutual 
fund  writer  for  Forbes:  "Rela- 
tives expect  you  to  tell  them 
exactly  when  to  switch  out  of 
stocks,"  says  Mary  Beth  Grover. 
She  and  Jim  Clash  have  learned 
how  to  answer  with  a  hedge. 
The  42nd  Annual  Mutual  Fund 
Survey  begins  on  page  114. 


Editor 
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The  right  d&o  coverage  can 
keep  the  wolf  from  your  door. 


Lawsuits  can  be  an  assault  on  executives,  jeopardizing  both  personal  and  corporate  assets. 
Though  you  may  be  vulnerable  to  the  legal  system,  you  can  protect  yourself  and  your  company 
with  a  powerful  partner.  Zurich-American  provides  expert  solutions  to  large  public 
corporations,  private  companies  and  not-for-profit  organizations  for  executive  liability  risk. 

We  even  provide  for  the  unique  risk  management  needs  of  emerging  companies.  At 
Zurich-American,  the  commitment  of  our  D&O  specialists  is  backed  by  our  global  capacity 
and  A.M.  Best  A+  rating.  For  more  information  on  Executive  Assurance,  contact  your  agent 
or  broker,  or  call  us  directly  at  1-800-382-2150.  We  can  help  you  live  happily  ever  after. 

Zurich- American.  The  Power  of  Partnership" 


ZURICH 


wivw.zuricbainerican.com 
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WMther  Columbia.5 

We  were  in  lonely  company  a  year 
ago  when  we  predicted  that  Wall 
Street  darling  Columbia/HCA 
Healthcare  Corp.  was  headed  for  a 
fall  (June  3,  1996). 


Columbia/HCA  Chief  Thomas  Frist  Jr. 
He's  now  instituting  a  "value  system." 


Today  the  $19.9  billion  (sales) 
Nashville-based  hospital  chain  finds 
itself  mired  in  a  massive  federal  inves- 
tigation into  possible  Medicare  and 
Medicaid  fraud.  Its  chief  executive, 
Richard  Scott,  got  bounced  last 
month.  Three  midlevel  officers  have 
been  indicted  in  Florida.  The  stock  is 
down  25%  from  its  high  of  $44.88  in 
February. 

No,  we  didn't  predict  that  the  feds 
would  swoop  down,  but  we  did  warn 
that  ex-chief  executive  Scott  was  a  tad 
too  aggressive.  New  Chief  Executive 
Thomas  Frist  Jr.  seems  aware  of  this. 
"If  [a  company]  doesn't  slow  down 
and  institute  a  value  system,  it 
becomes  fragile,"  he  says. 

-Bernard  Condon 


Growing  pains 


'Every  morning  I  look  in  the  mirror 
and  ask  how  I  can  beat  the  hell  out  of 
P&G."  That's  Kimberly-Clark  Chair- 
man Wayne 
Sanders  talking 
about  his  big- 
gest competitor. 
In    our  cover 
story  (Mar.  24), 
we  were  pretty 
impressed. 

Prematurely, 
it  seems.  Last 
month  Kimber- 


Fbrbes 


ly  reported  problems  in  combining  its 
big  institutional  tissue  operation  with 
that  of  Scott  Paper,  which  it  acquired 
in  late  1995.  Kimberly  shares  plunged 
8.4%,  to  $47.31,  as  analysts  cut  their 
full-year  earnings  estimates  from  a 
median  figure  of  $2.65  to  $2.50, 
according  to  IBES  International. 

"They  should've  leveled  a  little 
more  with  The  Street,"  says  paper 
and  forest  products  analyst  Kathryn 
McAuley  of  Brown  Brothers  Harri- 
man  &  Co.  And  Forbes  should  have 
been  a  bit  more  skeptical. 

Notwithstanding  these  stumbles, 
Kimberly's  outlook  beyond  1997 
looks  good.  Analysts  expect  earnings 
per  share  to  jump  16%  next  year,  to 
$2.90.  After  the  stock's  sharp  reac- 
tion to  the  bad  news,  it  recovered  to 
above  $50. 

Foiling  the  crooks 

In  1992  we  told  how  mobsters  and 
drug  dealers 
were  hacking  "~  ~  "* 
their  way  into 
company  tele- 
phone systems. 
"If  you  haven't 
been  a  victim  of 
toll  fraud,  you 
probably  will 
be,"  we  warned 
(Aug.  3,  1992). 

The  scourge 
has  worsened.  Telecom  &  Network 
Security  Review  estimates  that  total 
losses  from  toll  fraud  have  mounted 
to  $4  billion,  from  $3.7  billion  in 
1992.  Phone  fraud  using  company 
and  government  equipment  is  going 
down,  but  the  thorniest  problem 
now  is  cellular  fraud. 

Many  of  today's  crooks  swipe 
numbers  by  using  scanners  to  capture 
a  cellular  phone's  electronic  code  in 
midair.  They  then  program  the  code 
into  a  stolen  unit,  creating  a  clone 
that  charges  calls  to  the  victim's 
account. 

As  Forbes  said  in  that  1992  article: 
"Every  innovation  creates  new 
opportunities  for  the  fraudsters."  But 
improved  antitheft  weapons  are  start- 
ing to  kick  in.  New  technologies  have 
helped  cut  cellular  fraud  losses  from 
5%  of  phone  revenues  in  1995  to  3% 
this  year.  One  innovation,  radio  fre- 


Crime  on 
the  line 
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THE  ART  OF 
COLLECTING  ART 


T.  Robinson,  Summer  Hillside,  Givemy,  oil  on  canvas,  18  x  24  inches,  c.  1888-92 


Serious  collectors  already  know  about  us.  It  you  have  an 
existing  collection  or  are  beginning  to  collect  you  should  know 
about  us  as  well. 

The  process  of  putting  together  an  important  collection  of  art 
takes  patience,  concentration  and  diligence.  Today's  collectors  are 
highly  selective  and  shrewd.  They  almost  always  have  an  art 
advisor.  Collectors  today  do  their  homework  regarding  those  factors 
that  need  to  be  considered  when  making  a  serious  acquisition; 
factors  such  as  condition,  freshness  to  the  market  and  most 
especially  where  the  art  fits  in  terms  of  the  overall  oeuvre  of  the 
artist.  New  buyers  today  are  concerned  with  price  and  value. 

We  are  not  an  art  gallery.  We  do  not  have  catalogues  illustrating 
works  of  art  for  sale.  Instead  we  focus  on  building  relationships  with 
motivated  and  qualified  clients  who  are  interested  in  building 
significant  art  collections. 

We  specialize  in  three  areas.  They  are  American  Art  from  1840 
to  1940,  19th  Century  European  paintings,  French  Impressionists, 
Post  Impressionists  and  early  20th  Century  French  modems. 

If  you  would  like  1  i  know  more  about  our  services  as  private 
dealers  please  contact  us  by  fax  or  by  phone. 


JOAN  MIC  iELMAN,  Ltd. 

By  Appointment  Only  New  York:  Monday  Friday  Tel:  (212)  535-4524  Fax:  (212)  517-6672 
Chicago:  Tel:  (312)  663-4344  Fax:  (312)  360-0501  •  5  Crossroads,  Alford,  MA  01230 


quency  fingerprinting,  identifies  each 
phone's  unique  pattern  of  signals, 
and  denies  cloned  phones.  Another, 
authentication,  asks  a  phone  a  ques- 
tion that  allows  the  network  to  iden- 
tify it  as  legitimate. 

-Christine  Foster 

Take  a  bow 

Three  years  back  we  reported  that 
Pfizer  Chairman  William  Steere 
refused  to  follow  the  herd.  While 
nearly  every  other  major  pharmaceu- 
tical company  was  frantically  merging 
or  buying  distribution  networks, 
Steere  said  the  prices  were  excessive. 
He  would  concentrate  on  his  basic 
business  (Nov.  21,  1994). 


Pfizer  Chairman  William  Steere 


Better  products  were  his  top  priority. 


Smart  decision.  In  June  rival  Eli 
Lilly  &  Co.  announced  a  $2.4  billion 
writedown  on  its  $4.1  billion  invest- 
ment in  PCS  Health  Systems,  a  type  of 
prescription  services  company  known 
as  a  "pharmacy  benefits  manager" 
(pbm).  The  charge  will  likely  result  in 
Lilly's  first-ever  annual  loss.  Lilly's 
share  of  the  U.S.  prescription  drug 
market'has  fallen  from  4.7%  to  4.2% 
since  1993,  according  to  market 
research  firm  IMS  America.  Mean- 
while, Pfizer  has  fattened  its  slice  of 
the  market  from  4.5%  to  5.3%. 
Among  those  who  caught  takeover 
fever,  only  Merck  &  Co.  has  benefit- 
ed. Its  market  share  has  grown  from 
5.3%  to  5.9%. 

Postmortem  by  Chairman  Steere: 
"If  you  don't  have  good  products,  it 
doesn't  matter  how  many  pbms  you 
own.  You  need  the  horsepower  of  a 
good  research  establishment."  H 


Forbes  ■  August  25,  1997 


PRESIDENT  CLINTON  INCREASED 
YOUR  $600,000  EXEMPTION 
TO  $1  MILLION. 

BARRY  KAYE  CAN  EFFECTIVELY 
INCREASE  IT  UP  TO  $20  MILLION! 


WHAT  CLINTON  INCREASED  BY 
1400,000  BARRY  KAYE'S 
INVESTMENT  ALTERNATIVE 
METHOD  CAN  INCREASE  UP 
IO  20  TIMES. 

rhe  new  Balanced  Budget  tax  bill  President 
riinton  signed  into  law  increases  your  Gift 
ind  Estate  Tax  Exemptions  from  $600 
housand  each  to  $1  million  each  and,  for 
narried  couples,  from  $1.2  million  to  $2 
nillion,  over  9  years.  By  using  your 
:xemptions  during  your  lifetime  to  purchase 
ife  insurance,  you  can  increase  their  value 
ip  to  ten  times  income  and  estate  tax  free. 
Why  settle  for  leaving  your  heirs  a 
;ombined  $2  million  tax  free  when  you 
:ould  leave  them  up  to  $20  million  tax 
'reel 

COMPLEX  ESTATE  PLANS 
AREN'T  NECESSARY  IF  YOU'VE 
INCREASED  YOUR  EXEMPTIONS 
BEYOND  YOUR  ASSETS. 

f  you  use  an  Investment  Alternative 
echnique  to  increase  the  $2  million  up  to 
[>20  million,  that  $20  million  will  cover  the 
mtire  tax  cost  on  the  first  $40  million  of 
^our  estate.  Why  pay  no  taxes  on  $2 
nillion  when  you  can  effectively  pay  no 
ax  on  up  to  $40  million? 

miS  IS  NOT  TAX  EVASION  OR 
LEGAL  AVOIDANCE. 

Jsing    Barry    Kaye's    techniques,  the 


Barry  Kaye,  best-selling  author  of 
Save  A  Fortune  On  Your  Estate 
Taxes,  Die  Rich  And  Tax  Free 
and  Live  Rich. 


government  still  gets  every  dime  it  is  due. 
The  Investment  Alternative  plans  go  to  the 
bottom  line  of  estate  planning  and  the 
insurance  company  effectively  pays  the 
estate  taxes  for  you.  The  government  gets  its 
taxes,  but  at  a  cost  of  as  little  as  ten  cents  on 
the  dollar! 

THIS  IS  NOW  THE  LAW 

The  new  budget  bill  is  now  law,  so  you  can 
begin  taking  advantage  of  these  optimizing 
techniques  immediately.  You'll  never  be 
younger  or  healthier  than  you  are  right  now. 
Do  it  before  you  get  sick  or  die! 


Read  All  About  It  In  Barry 
Kaye's  Revolutionary  Book, 
The  Investment  Alternative. 


Barry  Kaye's  bottom-line  methods 
will  change  everything  you  thought 
you  knew  about  diversifying  and 
preserving  your  estate: 

■  35  Concepts  for  Estate  Tax 
Cost  Discounting  and 
Optimizing  Your  Assets 

■  The  Real  Truth  About 
Jacqueline  Kennedy  Onassis' 
Estate  Planning  Disaster 

■  The  Incredible  Techniques  Barry 
shows  Ross  Perot,  Bill  Gates, 
Oprah  Winfrey,  Marvin  Davis, 
and  others  in  the  Forbes  400 

■  The  Myths,  Misconceptions 
And  Misrepresentations  From 
Attorneys  And  The  Media 

■  Why  Investments,  The  Family 
Limited  Partnership  and 
Charitable  Remainder  Trusts 
Can't  Compare 


Call  1-800-343-7424 


$32.50  8100.00 


Special 

Introductory  Offer 

The  Investment  Alternative  PLUS- 
Barry's  $100.00  3-Hour  Seminar 
Video,  Make  Mi/lions,  Save  Mi/Hons, 
A  Total  Value  Of  $132.50  for 

ONLY  $72.50! 


f Barry  Kaye  Associates® 
1901  Avenue  of  the  Stars 
Los  Angeles,  CA  90067 
(310)  277-9400 
_    (310)  282-0775  (FAX) 

*For  a  married  couple.  tBased  on  current  assumptions 
and  utilizing  a  one-pay.  last-to-die.  survivorship  policy 
for  combined  ages  as  indicated. 


ANYONE  WITH  $3  MILLION  TO  $10  MILLION  OR  $100  MILLION 
CAN  EXEMPT,  PRESERVE  AND  OPTIMIZE  THEIR  ASSETS. 


AGE  80t 

Buys  Effectively 
Insurance  Exempts* 


AGE  70t 

Buys  Effectively 
Insurance  Exempts' 


AGE  60t 

Buvs  Effectively 
Insurance  Exempts" 


CALL  t  -800-DIE-RICH  FOR  A  FREE  SPECIAL  REPORT  ON  THE  NEW  TAX  PLAN 


UN  MI  IVIMU 


WHAT'S  WORRYING  TOP  EXECUTIVES /EDITED  BY  KATAR2YNA  MORENO 

Executives  versus 


computers 

By  Ben  Tappas 

Do  you  turn  on  your  computer  as 
a  reflex  in  the  morning?  More  and 
more  businesspeople  do.  Others, 
however,  feel  computers  are  super- 
fluous. Forbes  asked  13  executives 
to  talk  about  their  relationships  with 
computers.  While  most  of  them  feel 
very  positive  about  the  machines,  a 


number  have  reservations,  and 
a  handful  scorn  their  use  entirely. 


My  com- 
puter is  as 
important 
as  my  wife.  I 
couldn't  live 
without  it." 


Isaac  Gaon, 
chief  executive, 
Glasgal 

Communications 


David  Tanzer 

Chief  Executive  Officer 
Channel  One  Network 

My  computer  is  my  lifeline  to  my  customers. 
Our  company  serves  8  million  teenagers  who 
see  our  daily  news  program.  About  90%  of 
teenagers  use  computers,  versus  a  little  under 
50%  for  the  population  as  a  whole.  I  use  it  to 
understand  what  they're  up  to  by  checking  out 
Web  sites  that  are  popular  with  teenagers. 

In  terms  of  keeping  in  touch  with  our  cus- 
tomers, we  do  a  lot  of  polling  on  our  Web  site. 
Past  polls  have  included  whether  uniforms 
should  be  required  in  schools  and  teen  curfews. 
We  find  that  our  customers  are  more  conserva- 
tive than  you  would  expect  of  teenagers. 

Paul  Tobias 

Chief  Operating  Officer 
Munder  Capital  Management 

A  computer  has  been  a  part  of  my  professional 
life  since  VisiCalc,  the  first  spreadsheet  pro- 
gram. That  goes  back  to  the  late  Seventies.  I 
had  my  number-crunching  years,  my  flight  sim- 
ulator and  golf  years,  my  personal  planner  years. 
Now,  with  the  Internet,  the  information  years. 

Once  I  was  talking  about  how  interesting  I 
thought  the  Web  was  with  a  younger  guy.  I  am 
46,  and  he  was  maybe  ten  years  younger.  He 
looked  at  me  like,  "What  century  are  you  from? 
We've  been  doing  this  for  the  last  two  years." 
It  was  one  of  those  reality  checks  in  my  life. 


Do  I  feel  pretty  comfortable  vis-a-vis  those  in 
their  mid-40s  with  respect  to  use  of  the  com- 
puter? Absolutely  yes.  But  if  you  take  me  back 
to  people  in  their  early  30s,  my  answer  is  no. 

Strauss  Zelnick 

Chief  Executive  Officer 

bmg  Entertainment  North  America 

My  big  use  is  Meeting  Maker,  which  is  net- 
worked with  my  assistant.  As  opposed  to  having 
a  written  calendar  with  a  lot  of  X  marks 
through  it,  I  have  a  computerized  calendar 
that's  updated  by  whoever  is  working  on  it,  and 
then  it's  printed  out  in  the  evening  so  I  always 
have  a  copy  with  me. 

John  Langdon 

President 
Topps  Co.,  Inc. 

I  do  not  keep  my  daily  schedule  on  a  comput- 
er. I  have  gone  back  and  forth  on  that,  and  I 
have  tried  to  do  it,  but  I'm  still  wed  to  my  little 
black  Week-at-a-Glance  calendar. 

Benson  Wen 

President 

ThinkFish  (3D  graphics  technology) 

I  used  to  carry  around  a  Newton  for  phone 
numbers,  but  when  I  got  a  laptop,  I  decided  I 
didn't  want  to  carry  around  two  pieces  of  heavy 
equipment.  So  the  laptop  won.  But  not  for 
long.  Cell  phones  are  getting  way  more  com- 
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You  needn't  ever  leave  the  comfort  of  your  Four  Seasons  room  to  be  transported  by  a  talented  chef.  Room 
;rvice  menus  abound  with  regional  selections:  from  deep-dish  pizza  to  striped  hass  without  unwanted 
dories,  to  homemade  chicken  soup  at  1  a.m.  For  the  same  breadth  of  choice  in  another  unequalled 
;tting,  visit  our  restaurants  downstairs.  The  demands  of  business  demand  nothing  less.  Phone 
mir  travel  counsellor  or  in  the  U.S.,  1-80O332-3442.  Visit  our  Web  site:  www.fourseasons.com 

Defining  lite  ari  of  service  ai  40  hoiels  in  H)  countries. 


Four  Seasons 


un  mi  iviinu 


Web-surfing  frequency 


Daily 
Weekly 
Monthly 
Varies 


Source:  1997  American  Internet  User  Survey. 


Research 

E-mail  34% 

Game  playing  9% 

On-line  mag/news  5% 

Chat  rooms  4% 

On-line  banking  2% 

Two-way  voice  1% 

On-line  shopping  1% 

Source.-  Price  Waterhouse  EMC  Group. 


For  many  plicated.  You  will  get  addresses  and  calculators 

professionals,  and  a  whole  lot  of  Pilot-like  activities  on  them, 
the  Internet  I  bet  we  will  see  a  Pilot/cell  phone  that  you'll 

is  increasingly         be  able  to  dock  into  a  computer  some  time  in 
becoming  a  key       the  future, 
research  and 

communication       Ellen  Gordon 

tool.  President 

MUM  Tootsie  Roll  Industries 

Some  of  these  possibilities  of  what  computers 
will  be  used  for  are  unimaginable.  Will  we  all 
wear  headsets  and  have  a  computer,  a  tiny  little 
thing,  no  bigger  than  a  matchbox,  in  our  pock- 
ets and  just  be  able  to  access  these  massive  data- 
bases while  we  are  walking  around? 

Mary  Ann  Domuracki 

Chief  Executive  Officer 
Danskin,  Inc. 

It  has  certainly  made  my  life  much  more  effi- 
cient and  mobile.  The  flip  side  is  that  it  is  more 
likely  that  you  have  less  time  to  turn  work  off. 
There  is  no  really  remote — "you're  inaccessi- 
ble"— place  to  go  anymore.  Your  laptop  goes 
with  you.  I  try  not  to  turn  it  on  on  a  Sunday.  I 
try  to  make  sure  I  have  a  day  a  week  that  is  just 
thoughtful  time. 

Howard  Gordon 

President 

Xing  Technology 

I've  become  obsessed  with  golf,  and  there  is 
some  great  golf  content  on  the  Web.  The  best 
coverage  is  probably  at  www.golf.com.  If  you're 
really  obsessive  about  keeping  track  of  scores, 
pgatour.com  has  real-time  updates  of  scores  of 
tournaments.  And  if  I  am  looking  for  best 
prices,  I  look  at  discussion  groups  about  com- 
parisons of  which  golf  ball  is  better,  has  more 
spin,  a  better  feel  or  longer  distance.  I  may  be  a 
little  over  the  top. 

Effi  Atad 

Chief  Executive  Officer 
New  Media  Communication 

I  manage  the  company  via  the  computer.  Once 
the  speed  issue  is  solved,  I  think  the  Net  is 
going  to  become  a  real  media,  a  combination  of 
TV  and  the  PC,  which  will  enable  us  to  do  about 
80%  of  what  we  do  in  life — shopping,  banking, 


traveling,  etc.  We  won't  make  love  with  it,  I 
hope,  although  it  is  possible. 

Isaac  Gaon 

Chief  Executive  Officer 
Glasgal  Communications 

My  computer  is  as  important  as  my  wife  right 
now.  I  would  find  it  tough  to  live  without  it  for 
a  day.  I  think  I'd  get  withdrawal  symptoms. 

Brian  Byrd 

Chief  Executive  Officer 

Cutting  Edge  Investor  Group,  Inc. 

While  the  computer  is  critical,  phone  calls,  face- 
to-face  meetings  and  social  events  still  take  pri- 
ority. The  computers  are  central,  but  we  can't 
forget  that  the  human  element  is  still  the  driver. 

Richard  Haddrill 

Chief  Executive  Officer 
Video  Lottery  Technologies 

The  amount  of  time  you  use  a  computer  is 
almost  inversely  proportional  to  how  high  up 
you  are  in  a  company.  Our  engineering  staff  are 
using  it  all  day  long,  our  middle  managers 
probably  use  it  for  E-mail  and  the  Internet  but 
also  for  presentations  or  for  charting  their  goals 
and  progress.  At  the  higher  levels,  like  myself 
and  some  of  the  heads  of  our  operating  units, 
it's  just  E-mail  and  the  Internet. 

Do  I  feel  like  I  should  be  doing  more  with 
it?  No. 

Stanley  Hubbard 

Chief  Executive  Officer 
Hubbard  Broadcasting 

I  do  not  have  a  computer  in  my  office.  I  don't 
hide  behind  a  computer  screen.  It  is  far  more 
effective  to  have  other  people  run  the  comput- 
ers. Too  many  executives  spend  too  much  time 
doing  busywork  with  their  computers,  when  all 
they  have  to  do  is  say  to  a  secretary  will  you  find 
out  such  and  so. 

This  idea  that  we  are  all  going  to  be  digit- 
heads  is  very  scary  to  me.  There  is  an  overexag- 
gerated  desire  on  the  part  of  many  people  that 
all  kids  have  computers.  I  think  that's  nonsense. 
A  computer  is  just  a  tool. 

You  and  I  went  to  a  library,  didn't  we?  Did 
that  hurt  us?  V 


What's  on  your  mind? 

If  you  are  a  business  executive,  whether 
with  a  big  company  or  a  small  one,  we'd 
like  to  know  what's  bothering  you  these 
days,  and  what  you  are  doing  about  it. 
Tell  us  about  it  at:  mind@forbes.com. 
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FEDERATED  EMERGING 
MARKETS  FUND  RANKED 
#22  OUT  OF  113 
EMERGING  MARKETS  FUNDS 

24.82%  TOTAL  RETURN* 


FEDERATED  INTERNATIONAL 
SMALL  COMPANY  FUND  RANKED 
#1  OUT  OF  24 
INTERNATIONAL 
SMALL  COMPANY  FUNDS 

29.69%  TOTAL  RETURN* 


'According  to  Lipper  Analytical  Services 
for  the  period  6/30/96  through  6/30/97. 
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Federated  B: 

AggrGroB 

9.69 

9.94 

AmLdrBt 

2Z08 

2255 

AsiaPacB 

9.88 

9.93 

ROEdRx  

932— 

9  79 

FEDERATED  LATIN  AMERICAN 
GROWTH  FUND  RANKED 

#12  OUT  OF  34 
LATIN  AMERICAN  FUNDS 

44.47%  TOTAL  RETURN* 


FEDERATED  WORLD 
UTILITY  FUND  RANKED 
#4  OUT  OF  92 
UTILITY  FUNDS 

24.84%  TOTAL  RETURN* 


Let's  just  say  we  understand  the  international 
market  so  well  we  can  even  tell  you  where  to 
find  the  best  cup  of  coffee  in  Rangoon. 

Knowing  how  to  successfully  navigate  the  world  is  all  a  matter  of  understanding  the  details.  It's  a  matter  of  understanding  the  difference  between  sushi  and 
sashimi.  Understanding  the  difference  between  an  opportunity  and  an  opportunity  lost.  With  an  average  of  14  years'  experience  in  international  investing, 
our  portfolio  managers  are  some  of  the  most  experienced  in  the  business.  That's  one  of  the  reasons  why  the  four  Federated  international  funds  you  see  here 
are  so  soundly  outperforming  many  of  their  competitors.  To  find  out  more  about  cafes  in  Asia  or  other  products  in  Federated's  broadly  diversified  interna- 
tional lineup,  call  1-800-341-7400.  You'll  receive  a  prospectus  containing  more  complete  information  which  you  should  read  carefully  before  investing. 

Mutual  funds  for  domestic  equity,  international,  bond  and  money  market  investing. 

Federated  f^  J  Investors 


1st  performance  does  not  guarantee  future  results. 

Dper  rankings  are  based  on  total  return  and  do  not  reflect  sales  charges.  As  of  6/30/97,  the  1-year  total  returns  for  each  of  the  funds  reflecting  the  5.5%  sales  charge  were  as  follows:  Federated 
:ernational  Small  Company:  22.52%.  Federated  Emerging  Markets:  18.00%  Federa,ed  Latin  American  Growth:  49%' and  Federated  Woi\d  Utility:  17.99%  The  annualized 
al  returns  since  inception  through  6/30/97  reflecting  the  5.5%  sales  charge  were  as  follows:  Federated  International  Small  Company  (2/28/96)  28  85%'  Federated  Emerging  Markets 
'28/96)  22.18%.  Federated  Latin  American  Growth  (2/28/96)  39.77%' and  Federated  World  Utility  (4/22/94)  13.49%  Newspaper  listing  shows  current  NAV  and  previous  week's  NAV 
jh  as  of  3/3/97.  Investment  return  and  principal  value  will  fluctuate,  so  when  snares  are  redeemed,  they  may  be  worth  more'orless  than  the  original  price.  •  Performance  shown  is  for  the  Class  A 
ares.  Total  returns  would  have  been  lower  in  the  absence  of  temporary  expense  waivers  or  reimbursements.  The  funds  also  offer  other  classes  of  shares.  Performance  for  these  classes  will  vary  due  to 
ferences  in  charges  and  expenses.  •  Foreign  investing  involves  special  risks  due  to  factors  such  as  increased  volatility,  currency  fluctuation,  and  differences  in  auditing  and  other  financial  standards. 


derated  Securities  Corp.,  Distributor 


www.federatedlnvestors.com 


LAST 


Platinum-tipped  spark  plugs. 

One  hundred  thousand  mile 

tune-up  intervals* 

Two-sided  galvanized  steel  body  panels. 

Better  make  sure  you  like  it. 

We're  using  materials  that  last. 

Systems  that  don't  need  maintenance. 

Parts  that  fit  together  precisely. 

So  make  sure  you  like  the  color. 

The  shape  of  the  fender. 

The  feel  of  the  seat.  Think  long-term, 

You  can  count  on  every  GM  car 

and  truck,  wherever  life  takes  you. 

*This  period  may  vary  with  use  and  driving  conditions. 


Over  93% 

of  the 

GM  vehicles 

built 

in  the  last 

ten  years 

are  on 

the  road 

today. 

-  R.L.  Polk 
"Vehicles  in 
Operation" 
study 

www.gm.com 


If  General  Motors. 

CHEVROLET    PONTIAC    OLDSMOBILE    BUICK    CADILLAC  GMC 

People 


People 
In  Motion  J 


ntHUtno  oMT 

readers@forbes.com 


The  real  Costco 

Sir:  Re  "A  revolution  that  has  a  long 
way  to  go"  (Aug.  11).  Having  spent 
half  of  my  disposable  income  at 
Costco  over  the  last  19  years,  I  speak 
with  authority  on  the  high  pri- 
ority placed  on  cus- 
tomer satisfaction.  I 
hope  this  company 
does  expand  into 
other  arenas, 
such  as  auto 
insurance.  I 
would  spend 
even  more  of 
my  money 
there. 
-Joel  Goodman 
Littleton,  Colo. 


Costco's  James  Sinegal 
Low  prices,  long  lines. 


Sir:  Cost- 
co's choco- 
HtDSIBl  late-chip 

cookies 

taste  like  they  had  been  deep-fried  in 
rancid  oil.  Its  latest  brand  of  cheese  is 
stale  and  tasteless.  And  its  tire  stores 
are  pure  amusement.  I  walked  out 
recendy  because  two  cars  were  unat- 
tended while  six  guys  tried  to  look 
busy  so  they  wouldn't  have  to  wait  on 
anyone.  Do  I  need  to  mention  the 
inconsistency  of  Costco's  long  check- 
out lines  and  its  push  of  perishables? 
The  supermarket  will  continue  to  get 
my  trade  until  I  can  pop  in  and  out. 
-Bernie  Thielen 
Huntington  Beach,  Calif. 

Sir:  You  give  me  substantial 
credit  for  the  success  of  the  ware- 
house club  revolution.  Actually 
the  concept  came  from  the  present 
chairman  of  Price  Enterprises, 
Robert  Price.  Implementation  was  in 
the  hands  of  Robert,  Giles  Bateman, 
now  chairman  of  CompUSA,  and 
Rick  Libenson,  a  Costco  consultant. 
Many  others  made  both  Price  Club 
and  Costco  successful.  I  happened  to 
be  the  big  mouth  who  talked  a  lot 
and  got  way  too  much  credit. 
-Sol  Price 
La  Jolla,  Calif. 

Why  computers  infuriate 

Sir:  Re  "Unnecessary  complexity" 
(July  7).  I  share  your  criticism  of  the 
state  of  software  design,  but  you've 


overlooked  crucial  factors  on  how  it 
got  that  way.  People  refused  to  learn 
a  few  essential  skills,  like  typing  com- 
mands. Now  they  are  burdened  by 
icons  they  demanded.  And  no  matter 
how  many  times  computer  prices 
drop,  there  has  never  been  an 
increase  in  the  willingness  to  pay  for 
training,  or  even  to  read  the  manuals. 

The  masses  demanded  computers 
they  can  plug  and  play  without  learn- 
ing. It's  proving  short-sighted. 
-L.  Collette  Nagy 
Gaithersburg,  Md. 

The  fall  of  Europe 

Sir:  Re  "Right  wing,  left  wing: 
What's  the  difference?"  (July  7).  The 
European  Monetary  Union  will  fail. 
The  European  establishment  has  sim- 
ilarities to  rulers  in  the  last  years  of 
Rome — a  lot  of  bickering  and  lack  of 
decisive  action  while  everything  falls 
down  about  their  ears.  The  answer: 
Adopt  the  only  successful  world 
monetary' unit — the  U.S.  dollar. 
-Louis  C.  DeMaria 
Singapore 

Vote  for  the  simpletons 

Sir:  Re  "Congressrats?"  (Aug.  11). 
You  assume  the  country  would  be 
better  off  if  [we  raised 
salaries]  so  our  best 
and  brightest 
would  enter  gov- 
ernment. The 
opposite  is  true. 
Would    we  be 
better     off  if 
Henry  Ford  had 
been  lured  into  gov- 
ernment? How  about 
p  Bill  Gates?  Since  the  government's  pri- 
1  mary  function  is  to  take  what  others 
have  made,  perhaps  we  are  better  off 
with  our  current  crop  of  simpletons. 
-Gordon  C.  Haave 
Greenwich,  Conn. 

Male  secretaries 

Sir:  Re  "You've  come  too  far,  baby" 
(Transparent  Eyeball,  July  28).  Why 
is  it  when  secretarial  jobs  go  begging 
despite  salary  increases,  it's  women 
who  should  remember  their  place 
and  step  into  them?  Why  didn't  you 


ask  why  men  have  flooded  law 
schools  rather  than  fill  these  jobs? 
You  haven't  come  far  enough,  baby. 

-ROSEANNE  CASTELLINO 

Buffalo,  N.T. 

Not  so  fast 

Sir:  Re  "Format  wars"  (July  7).  Your 
backing  of  cartridges  for  videogames 
over  CD-ROMs  is  hasty.  Kids  like  fast 
videogames  but  this  doesn't  mean  car- 
tridges will  win.  Kids  abandoned  car- 
tridge-equipped Ataris  for  Apples  and 
ibms.  Computers  had  better  graphics. 
New  media  like  flash  memory  cards 
and  high-capacity  CD-ROMs  will  offer 
cheaper,  larger  and  faster  storage. 
-Keith  Fung 
Melbourne,  Australia 

And  when  Apple's  gone? 

Sir:  Re  Guy  Kawasaki's  column 
about  journalists  who  dare  besmirch 
the  holy  name  of  Apple  Computer 
(The  Software  Horizon,  "Journalism 
in  the  Internet  age,"  July  28).  What 
will  Kawasaki  do  for  fun  once 
Apple's  critics  are  proved  correct  and 
the  feeble  company  is  dead  and 
gone?  He  and  his  Mac-head  minions 
should  flame  Apple's  management 
instead  of  journalists  reporting  on 
the  slow- motion  plane  crash  that  the 
company  is  suffering. 
-Todd  Spangler 
Brooklyn,  N.T. 

Volcker  is  wrong 

Sir:  Re  "Volcker  blows  off  steam" 
(Aug.  11).  I'm  reminded  of  Clarke's 
Second  Law,  formulated  by  science 
fiction  writer  Arthur  C.  Clarke,  which 
says  that  "when  a  distinguished  and 
elderly  scientist  states  that  something 
is  impossible,  he  is  almost  certainly 
wrong."  Volcker,  a  social  scientist, 
says  "expectations  [of  15%  annual 
growth]  cannot  be  met  over  the  next 
15  years."  The  market  has  been  dis- 
pelling this  worry  for  the  last  15 
years.  Volcker's  statement  gives  me 
optimism  for  the  next  15. 
-Steven  J.  Schiff 
Mat  aw  an,  N.J.  WM 


For  more  letters  point  your  browser 
to  www.forbes.com/readers. 
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If  you  re  stuck  with  old  PCs  again, 
maybe  it  s  your  buying  process  that's  obsolete. 

Good  news  for  CFOs  who  have  ever  wrestled  with  undervalued  assets. 
IBM  Customer  Financing  PC  Leasing  Solutions  can  help  you  leverage 
your  IT  budget  and  manage  the  technology  assets  your  business  needs. 
Think  of  it  as  the  first  insurance  policy  against  PC  obsolescence. 
Customer  Financing  offers  flexible  mid-  and  end-of-lease  options.  Easy 
equipment  exchanges  help  you  avoid  getting  stuck  with  outdated 
hardware.  You  can  also  bank  on  lower  payments,  predictable  cash  flow, 
a  faster  rate  of  amortization  and  financing  as  low  as  6.5%  when  you 
finance  a  qualifying  IBM  server  with  your  IBM  PCs.  All  of  which  add 
up  to  a  simpler,  more  manageable  budget,  the  hottest  equipment  for 
your  staff,  and  a  budget  in  tune  with  your  CIO's  priority  list.  How  much 
will  this  newfangled  process  cost?  We  knew  you'd  ask,  that's  why  our 
Customer  Financing  representative  is  ready  to  give  you  complete  details. 
Just  call  1  800  EBM-2468,  ext.  E4238  or  stop  by  w~ww.financing.ibm.con] 
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we  beats  training  the  dog  \ 
to  fetch  the  newspaper. 


"With  all  thy  getting  get  understanding" 

Fact  and  Comment 


By  Steve  Forbes,  Editor-in-Chief 


AGING 

Fifteen  years  ago  a  financial  crisis  in  Mexico  triggered 
America's  most  extraordinary  stock  boom,  with  the  Dow 
Jones  industrial  average  multiplying  tenfold  since  then. 

At  the  time,  our  economy  was  in  deep  recession.  The 
Federal  Reserve  was  pursuing  a  bone-breaking  credit 
squeeze  to  slay  the  endemic  inflation  that  had  begun  in 
the  late  1960s.  The  Central  Bank  wouldn't  relent — until 
Mexico's  government  let  Washington  know  it  was  about 
to  default  on  its  multibillion  dollar  loans  from  U.S.  banks. 
With  visions  of  a  U.S.  banking  collapse  dancing  in  their 
heads — more  and  more  U.S.  borrowers  were  defaulting, 
and  this,  combined  with  a  disaster  in  Mexico,  would  be 
more  than  our  system  could  withstand — the  Fed  wisely 
decided  to  ease  up. 

Financial  markets  reacted  like  a  parched  man  reaching  an 
oasis.  Stocks  zoomed.  In  litde  more  than  a  month,  short- 
term  interest  rates  fell  from  13%  to  7%.  The  end  of  the  Fed 
crunch  and  the  beginning  of  Reagan's  sweeping  tax  cuts 
had  the  economy  growing  vigorously  by  year's  end. 


BULL 

This  bull  market  is  still  looking  vigorous.  But  a  little 
perspective  is  in  order.  Stocks  soared  from  1949  to  1966. 
In  the  late  1960s  the  Ford  Foundation's  newly  minted 
president  declared  that  since  stocks  had  been  growing 
15%  a  year,  he  was  dumping  bonds  and  putting  every- 
thing into  equities.  For  the  next  16  years,  though,  equi- 
ties took  a  drubbing.  Adjusted  for  inflation,  a  typical  blue 
chip  by  1982  had  lost  about  two-thirds  of  its  value  from 
its  1966  high.  (The  Ford  Foundation's  endowment  fund 
had  lost  more  than  half  of  its  value  by  the  mid-1970s.) 

Today  seers  speculate  whether  we  will  ever  have  a  reces- 
sion again,  just  as  similar  thinkers  did  in  the  late  1960s. 
America's  fundamentals  are  strong.  But  Washington's 
refusal  to  enact  basic  tax,  regulatory  and  entidement  reforms 
is  a  dark  cloud.  So  is  the  Administration's  dithering  and  drift 
on  defense  and  foreign  policy.  The  Federal  Reserve's  belief 
that  prosperity  causes  inflation  is  also  worrisome. 

One  must  never  underestimate  the  government's  ca- 
pacity to  muck  up  good  times. 


PARADISE  LOST? 


The  Pacific  Rim  currency  crisis  is  clouding  the  pros- 
pects of  what  has  been  one  of  the  most  dynamic  and 
fastest-growing  areas  in  the  world.  The  currencies  of 
Thailand  (where  the  trouble  began),  the  Philippines, 
Malaysia,  Singapore  and  Indonesia  have  fallen  against 
the  dollar,  and  may  fall  more.  Local  stock  markets  are  in 
turmoil.  Thailand's  has  crashed  50% 
since  early  last  year.  Long-term  mon- 
etary stability  has  been  a  keystone  for 
this  region's  extraordinary  success. 

Why  the  turmoil?  In  part  because  of 
an  overly  strong  dollar  and  these 
nations'  misbegotten  policies.  And,  as 
you'd  expect,  the  International  Money 
Fund  is  playing  a  sinister  role. 

The  Federal  Reserve  has  been  tightening  since  late  last 
year.  Real  short-term  interest  rates,  normally  1%  to  2%, 
are  now  around  4%.  Many  Asian  countries  have  more  or 
less  tied  their  currencies  to  the  dollar.  The  Fed's  mild 
deflationary  course — imperceptible,  so  far,  at  home — is 
having  unmild  repercussions  on  these  smaller  nations. 

The  problem  has  been  compounded  by  domestic  mis- 


As  Currency  Crisis 
Roils  Asia,  Thais 
Ask  IMF. 's  Help 


takes.  Thailand's  rapid  growth  attracted  a  flood  of  foreign 
capital.  The  banks'  lush  liquidity  begot  lower  loan  stan- 
dards. Authorities  should  have  tightened  monetarily  and 
simultaneously  cracked  down  on  lending  institutions. 
Sure,  growth  would  have  slowed  for  a  few  quarters.  But 
by  avoiding  debilitating  devaluations,  the  economy  would 
have  rapidly,  robustly,  recovered.  In- 
stead, IMF  officials  whispered  in  offi- 
cial ears  of  the  need  to  debase  the  Thai 
baht.  Bangkok  bit  this  serpent's  apple. 
Thai  workers  found  their  incomes 
worth  25%  less;  financial  markets  re- 
coiled; once-eager  foreign  investors 
jumped  to  the  sidelines.  Having  fueled 
the  crisis  behind  the  scenes,  the  IMF 
has  come  out,  with  fanfare,  to  effect  a  rescue.  Thais  will 
be  asked  to  tighten  their  belts  even  more.  And  the  drug 
of  devaluation  will  claim  another  victim. 

Thailand's  woes  have  had  a  dominoing  impact  on  neigh- 
boring nations.  Asian  governments  are  railing  against  cur- 
rency speculators,  but  that  is  like  shaking  a  fist  at  a  shark  for 
being  attracted  to  wounded  prey.  Instead,  these  countries 


— New  York  Times 
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should  refix  their  money  to  ours  and  tell  Alan  Greenspan 
to  ease  his  squeeze.  On  the  domestic  front,  they  should 
remove  impediments  to  growth.  The  Philippines, -for 


instance,  has  considered  a  Hong  Kong- like  flat  tax  for  sev- 
eral years.  It  should  stop  dithering  and  enact  one.  All  of 
these  states  should  tell  the  IMF:  Take  the  next  plane  home. 


INSURING  FAIRNESS 

Life  insurers  should  ditch  two  anticonsumer  practices,  whole-life  policy.  This  is  similar  to  what  banks  used  to  do 
One  relates  to  term  insurance.  Faithful  customers  are    in  days  of  old;  they  would  pay  longtime  depositors  inter- 


penalized:  The  longer  you  hold  a 
term  policy,  the  more  expensive  it 
becomes,  relative  to  someone  of  sim- 
ilar age  and  health  who  purchases  a 
new  policy  from  the  same  company. 
Insurers  say,  sotto  voce,  that  long- 
time term  policyholders  may  be  just 
that  because  their  health  is  not  good, 
and  they  dare  not  drop  the  policy  to 
buy  a  similar,  cheaper  one  requiring 
a  physical  exam.  The  higher  premi- 
ums are  an  unsubtle  prod  for  cus- 
tomers to  convert  to  a  higher-priced 


Insurers  take  note:  There's  a  difference 
between  puffing  and  inhaling. 


est  at  lower  than  market  rates,  fig- 
|  uring  these  nonsophisticates  would 

1  not  move  their  money. 

>  The  other  practice  concerns  premi- 
S  urns  paid  by  cigar  and  pipe  smokers. 
3  Currently,  insurers  make  no  distinction 
5  between  a  policyholder  who  might 

2  puff  a  cigar  every  couple  of  months 
"  and  a  person  who  deeply  inhales  five 

packs  of  cigarettes  a  day.  Both  are 
charged  the  same  penalty.  This  is  pre- 
posterous. Underwriters  know  this 
unfairly  picks  policyholders'  pockets. 


WHY 

are  American  passports  bilingual? 
Thanks  to  the  explosion  of  high  tech- 
nology and  the  resultant  Internet  and 
World  Wide  Web,  English  is  the  lingua 
franca  more  than  ever,  n'est  ce  pas? 
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THE  GREAT  CATASTROPHE 

Three  "Whys"  of  the  Russian  Revolution — by  Richard  tleness  that  made  the  Tsarist  regime  so  vulnerable  to  the 
Pipes  (Vintage  Books,  $11).  Compact,  insightfully  pow-     extraordinary  strains  of  the  First  World  War.  Pipes'  account 

of  the  Bolshevik  triumph  demolishes  myths, 


erful  overview  of  the  seminal  event  of  the  20th 
century.  If  Lenin's  putsch  had  not  succeeded, 
we  would  have  been  spared  Fascism,  Nazism, 
the  Second  World  War  and  the  40-year  Cold 
War.  And  there  would  be  at  least  200  million 
more  people  on  this  earth  today. 

There  was  nothing  inevitable  about  the  Reds' 
triumph.  Communism  was  imposed  by  a  willful 
band  of  fanatics  who  were  pushed  and  prodded 
by  the  maniacal  Lenin.  How  did  this  come  to 
pass?  The  author  succinctly  summarizes  the  brit- 


RICHARD  PIPES 


THREE  "WHYS" 
OF  THE  RUSSIAN 
REVOLUTION 


particularly  the  notion  that  there  was  wide- 
spread worker  and  peasant  support.  The  irre- 
sponsible Russian  intelligentsia  rightly  comes  in 
for  hard  raps,  as  does  the  post-Tsarist/pre- 
Communist  government  leader  Alexander 
Kerensky,  a  glib  conniver,  in  over  his  head. 

The  book  convincingly  lays  out  why  Stalin, 
the  original  bureaucrat-as-mass-murderer,  suc- 
ceeded Lenin.  This  is  short  but  worthy  reading 
for  understanding  Russia  today. 


RESTAURANTS— GO,  ,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  other  Forbes  eatery  experts  Jeff  Cunningham  and  Tom  Jones. 


•  Le  Cirque  2000—455  Madison  Ave.,  at  50th  St. 
(Tel.:  303-7754).  One  of  the  best  kitchens  in  New  York. 
Highlights:  tender  scallops  baked  in  their  shells  with  black 
truffles;  lobster  roasted  with  you  \rtichokes  and  wild 
mushrooms  "in  cocotte;"  black  s(  in  crispy  potatoes 
with  braised  leeks  and  Barolo  sauce    Asserts,  sublime. 

•  Scaletta— 50  West  77th  St.  (Tc !  769-9191 ).  Old- 
fashioned  and  gracious  Italian  rest,  t  Attentive  ser- 
vice, subtle  lighting,  pleasing  fare. 

•  The  Post  House— The  Lowell  h       2  8  East  63rd  St. 


(Tel.:  935-2888).  Comfortable  place;  serving  ample  portions 
of  well-prepared  basics:  sirloins,  filet  mignon,  prime  rib,  lob- 
ster, grilled  chicken;  and  daily  specials,  such  as  herb-and-nut 
crusted  loin  of  pork  with  braised  red  cabbage  and  apples. 

•  Cafe  de  Bruxelles — 118  Greenwich  Ave.  (Tel.:  206- 
1830).  Authentic  French  food,  and  the  service  is  divine. 
Served  between  courses  is  a  delicious  cup  of  pommes 
frites — sweet,  not  overly  salty,  hot  but  not  tongue -burning. 
Crisp,  moist  and  buttery,  they're  out  of  this  world.  Brux- 
elles also  has  the  city's  best  selection  of  European  beers.  Hi 
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services  to  lines  of  credit  to  corporate 


cards,  American  Express  is  here  for  you. 


do  mo 


Call  1-80f>SUCCESS  or  visit  www.americanexpress.coi 
American  Express  employs  licensed  CPAs.  American  E 


AMERICAN  1 
■EXPRESS 


www.  aimfunds.  com 


We  manage  mutual  funds. 
This  is  how  we  do  it: 

We  study  the  road  and  set  a  course—the  best  way  to  go. 
Once  the  course  is  set, 

WE  DO  NOT  VEER. 

We  don't  suddenly  get  off  at  the  newest  Eastern  European  exit 
or  take  a  blind  turn  to  a  "hot"  biotech  company. 

We  stick  to  the  clearly  defined,  long-term  strategies  in  all  of 
our  mutual  funds— aggressive  to  conservative. 

Strategies  that  seek  performance  through  discipline. 

We  share  these  strategies  with  you. 

We  give  you  greater  certainty  in  how  your  money  will  be 
managed. 

fl  greater  sense  of  control  over  your 
investments. 

You  will  always  know  where  we  are  going, 
find  how  we'll  get  there. 
Invest  with  DISCIPLINE." 

MUTUfSL  FUNDS 

Call  your  financial  consultant  for  a  free  prospectus  containing  more  complete  information,  including  sales  charges  and  expenses. 
Please  read  it  carefully  before  you  invest  or  send  money.  AIM  and  design  is  a  registered  trademark  of  A I M  Management  Group  Inc. 
AIM  Distributors,  Inc.  1997 


Other  Comments 


Mass-Market  Appeal 

The  stock  market  is  up  103%  over 
the  past  36  months  through  June, 
using  the  Dow  Jones  Industrial 
Average.  This  is  the  second-best  per- 
formance since  the  end  of  World  War 
II.  Bears  say  that  it  can't  keep  going.  I 
say  that  the  DJIA  can  go  to  10,000  by 
2000.  Then,  15,000  by  2005  is  likely. 
-Dr.  Edward  Yardeni,  chief  econ- 
omist, Deutsche  Morgan  Grenfell 

Puffing  Up  Your  Policy 

If  you  spend  an  evening  in  a  smoky 
bar  or  you  spend  the  day  with  a  friend 
who  smokes  and  take  a  blood  test  the 
next  day,  there  will  be  traces  of  nico- 
tine in  your  blood.  Depending  on 
how  the  insurance  companies  set  their 
standards  for  nicotine  levels,  you  may 
be  classified  as  a  smoker.  According  to 
a  National  Center  for  Health  Statistics 
study,  87.9%  of  tobacco  nonusers  had 
measurable  levels  of  nicotine  in  their 
blood  from  secondhand  smoke. 

What  a  boon  for  the  insurance  com- 
panies. I  guess  they  aren't  waiting  to  be 
offered  a  piece  of  the  tobacco-settle- 
ment pie.  They're  helping  themselves. 
-Jim  Sollisch,  Wall  Street  Journal 

Give  Everyone  a  Chance 

Some  low-income  workers  live  close 
to  the  margin  of  subsistence.  Yet, 
through  Old-Age  and  Survivors 
Insurance,  10.7%  (inclusive  of  the 
employer's  portion)  of  their  wages  are 
taxed  away  and  earn  them  a  below- 
market  return.  With  little  or  nothing 
left  over  after  Social  Security  taxes — 


plus  spending  for  food,  shelter  and 
clothing — they  effectively  are  preclud- 
ed from  investing  in  the  capital  mar- 
kets. Whether  from  the  point  of  view 
of  economics,  finance  or  compassion, 
it  makes  little  sense  to  keep  them  from 
having  the  same  opportunity  that 
higher- income  workers  have  to  build 
wealth   for  their  own  retirement 
through  savings  and  investing,  and  to 
be  able  to  leave  assets  to  their  children. 
-Melissa  Hieger  &  William 
Shipman,  from  their  report  for 
the  Cato  Project  on  Social 
Security  Privatization 


Money  doesn't  talk,  it  swears. 

-Bob  Dylan 


A  Word  to  the  Thais 

Thailand  needs  the  kind  of  policies 
that  Mexico  adopted  in  1995.  Like 
Thailand,  Mexico  bungled  its  devalua- 
tion at  first  by  failing  to  announce  any 
long-term  strategy  to  accompany  the 
exchange-rate  reversal.  But  good  sense 
asserted  itself:  a  strict  fiscal  -  package, 
and  detailed  plans  to  sort  out  the  trou- 
bled banks  soon  followed.  The  gov- 
ernment went  out  of  its  way  to  be 
friendly  to  investors  and  to  tell  them 
what  it  was  up  to.  The  foreign - 
exchange  market  was  barely  touched. 

This  drilled  two  important  lessons 
into  governments  throughout  Latin 
America:  that  weak  banks  are  a  time- 
bomb  in  emerging  economies,  and  that 
investors  must  be  treated  with  respect. 


"Stocks  surged  today  over  rumors  that 
Alan  Greenspan  is  enjoying  married  life." 


Politicians  have  learnt  that  it  is  vital  to 
explain  to  investors,  foreigners  especial- 
ly, what  they  are  doing  and  why. 
-The  Economist 

Fatal  Flaw 

In  my  opinion,  the  principal  causes  of 
[Russia's]  downfall  in  1917  (as  also  in 
1991 )  were  political,  and  not  econom- 
ic or  social.  The  difference  between 
then  and  now  is  that,  in  1917,  you  had 
intellectuals  gathered  in  political  par- 
ties that  had  well-formulated  programs 
for  drastic  change,  whereas  today  there 
are  only  politicians  interested  in 
power,  but  without  any  clear  motive 
about  where  to  take  the  country. 
-Richard  Pipes,  Three  "Whys"  of 
the  Russian  Revolution 

First  Step  to  Success 

In  Europe  more  than  in  America  there 
is  a  tendency  to  denigrate  "hamburger 
flipping,"  a  phrase  designed  to  com- 
municate the  thought  that  low- paying, 
entry-level  jobs  are  demeaning  and 
lead  only  to  perpetual  poverty — better 
the  dole  than  such  unseemly  work. 

Any  entry-level  job  teaches  the 
important  skills  of  showing  up  for 
work  on  time,  suitably  clothed  and 
prepared  to  cooperate  with  others. 

More  important,  entry-level  jobs  are 
not  dead-end.  McDonald's  employs 
45,000  workers  in  the  U.K.  Half  its 
U.K  franchisees — businessmen  who 
own  and  operate  their  own  stores — 
started  as  hourly  workers.  This  lesson 
is:  Do  not  denigrate  entry-level  jobs,  or 
make  it  profitable  for  youngsters  to 
turn  them  down  in  favor  of  the  dole. 
-Irwin -M.  Stelzer, 
American  Enterprise  Institute 

Rock  and  Rule 

Out  for  a  walk  with  a  9-year-old 
companion,  I  passed  a  bus  placarded 
with  posters  for  Diana  Ross's  new 
album.  My  young  friend  asked,  uSo, 
who's  Diana  Ross?" 

I  replied,  "She's  one  of  the  origi- 
nal Supremes." 

"Cool!"  my  friend  exclaimed. 
"Even  before  Sandra  Day  O'Connor?" 
-Helen  Zelon,  New  York  Times  ■■ 
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DuPont  CoolMax  wicks  it  away. 
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■■■Mi 


/    www.dupont.com  Better  things  for  better  living 


The  Prototype 


At  BMW,  we  see  no  reason  why  deceleration  can't  be  jus 
as  impressive  as  acceleration.  In  fact,  it's  something  wc 
demand  of  all  our  cars.  Designed  to  bite  hard  and  fast  a 
temperatures  of  up  to  1300T,  the  brakes  on  our  BMW  Mi 

For  more  information  call  1-800-334-4BMW,  visit  your  local  BMW  retailer  or  http://www.bmwusa.com 


The  Finished  Article 


an  take  you  from  62mph  to  a  complete 
tandstill  in  just  2.8  seconds.  Grip  enough 
d  make  even  the  jaws  of  a  great  white 
hark  appear  toothless  by  comparison. 

The  BMW  name  and  logo  are  registered  trademarks  ©1997  BMW  AG. 


Tnis  may  te  tne  one 
time  you  ean  judge 
a  took  ty  its  eover. 


Check  in  and pay  with  your  j\inerican  Express'1'  Card  and  receive  a 
elconie  Rewards'"  Gift  Boole  with  over  $1,000  in  merchandise  and  travel  certificates. 


Consider  Welcome  Rewards  an  extra  thank  you  from  Hyatt  and  American  Express  for  your  business 
this  summer.  Check  in  at  a  participating  Hyatt  hotel  between  June  1, 1997 
and  September  1,  1997  and  check  out  our  gift  book  when  you  pay  with  your 
American  Express  Card. 

Valuable  offers  from  a  variety  of  quality  merchants  and  travel  companies 
are  your  rewards  to  enjoy.  With  page  after  page  of  great  vffers,  this  is  one 
book  you'll  read  cover  to  cover.  For  reservations,  contact  your  travel  planner 
or  call  Hyatt  at  1-800-233-1234. 
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AT&T 
AVIS* 

COMP  USA* 
HARTMANN  LUGGAGE* 
HERRINGTON 
HYATT  HOTELS  &  RESORTS 
NEVADA  BOB'S* 
PRP  WINE  INTERNATIONAL 
ROYAL  CARIBBEAN*  INTERNATIONAL 
THE  LEARNING  COMPANY 
UNITED  AIRLINES 
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Feel  the  Hyatt  Touch' 


The  Welcome  Rewards  gift  book  offer  is  valid  between  June  1,  1997  and  September  1,  1997  for  registered  guests  paying  for  their  stay  with  any  American  Express  Card  at  a  participating 
Hyatt  hotel  in  the  U.S.  or  (  anada.  This  offer  is  not  valid  at  any  Hyatt  Resort  or  the  Hyatt  Regency  St.  Louts.  Limit  of  one  Welcome  Rewards  booklet  per  guest  per  stay.  Redemption  of 
each  certificate  offer  will  be  subject  to  the  terms  and  conditions  listed  on  the  back  of  each  certificate.  Other  restrictions  may  apply.  Hyatt  Hotels  and  Resorts  encompasses  hotels  and 
resorts  managed,  franchised  or  operated  by  two  separate  groups  of  companies  -Hyatt  Corporation  and  its  affiliates  and  affiliates  of  Hyatt  International  Corporation.  ©1997  Hyatt  Corp. 


Commentary 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Chairman 


OIL  FROM  THE 

One  of  the  U.S.'  major  foreign  policy  priorities  should 
be  to  have  a  firm,  unwavering  and  clearly  understood 
program  that  enables  us  to  import  oil  and  gas  from  the 
Caspian  Sea  region. 

Despite  various  conservation  and  oil  economy  efforts, 
we  import  about  half  of  the  18.3  million  barrels  of  oil  we 
use  daily.  By  2010  we  will  probably  have  to  import  70%. 
As  things  stand,  most  of  that  oil  will  have  to  come  from 
the  always  tempestuous  Persian  Gulf.  The  U.S.  currentiy 
consumes  more  than  a  quarter  of  the  world's  oil,  even 
though  we  have  only  about  2%  of  its  proven  reserves. 

The  question  is  not  whether  we  import,  but  from  where. 
We  cannot  run  our  economy  or  de- 
fend our  nation  witiiout  an  assured 
supply  of  oil.  As  it  happens,  there  is 
another  supply  available — in  the 
Caspian  Sea  area.  If  we  were  to  take 
die  proper  steps,  this  region  could 
be  far  more  stable  than  the  Middle 
East,  and  it  has  an  estimated  supply 
of  about  200  billion  barrels  of  oil. 
Azerbaijan,  which  borders  the  Cas- 
pian, has  one  of  the  area's  largest 
supplies.  Cultivating  and  strength- 
ening our  relationship  with  this 
former  Soviet  republic  must  be- 
come a  priority.  This  should  not  prove  difficult.  Azerbai- 
jan welcomes  Western  investment  and  has  signed  many 
contracts  with  U.S.  energy  companies,  although  competi- 
tion from  others  is  increasing.  Azerbaijan  is  the  only  for- 
mer Soviet  state  to  refuse  Russia's  demands  to  deploy  sol- 
diers there — part  of  Russia's  greater  plan  to  regain  control 
over  these  republics.  Azerbaijan  has  also  resisted  Iran's 
pressure  to  be  allowed  to  take  Azerbaijan's  oil. 

Given  this,  you  would  think  we  would  be  trying  to  be  as 
close  and  as  helpful  to  this  nation  as  possible.  But  no;  Sec- 
tion 907  of  the  Freedom  Support  Act  of  1992 — in  an  effort 
to  placate  the  Armenian  lobby — forbids  us  to  give  direct  aid 
to  Azerbaijan.  This,  in  effect,  denies  it  Most  Favored  Nation 
status,  even  though  it  imports  hundreds  of  millions  of  dol- 
lars' worth  of  U.S.  equipment  and  machinery.  Until  recent- 
ly the  Administration  seemed  content  to  let  this  absurd  sit- 
uation continue,  because  Mr.  Clinton  generally  wants  what 
Russia  wants  and  what  will  please  strong  domestic  lobbies. 


The  Caspian  Sea,  where  we  need  many  friends 


CASPIAN  SEA 

U.S.  interests  require  that  we  pursue  policies  that  will 
convince  Azerbaijan,  Georgia,  Kazakhstan,  Turkmenistan, 
Uzbekistan  and  other  area  states  that  we  would  be  a  reli- 
able ally  in  heiping  safeguard  them  against  Russian  or 
Iranian  domination.  These  countries  are,  for  the  most 
part,  secular  Muslim  states,  and,  as  with  Turkey's  govern- 
ment, their  governments  are  fighting  to  block  fierce  Mus- 
lim fundamentalism — another  reason  we  should  help. 

The  Administration  seems  to  have  begun  one  of  its  stan- 
dard "please  all"  changes  in  policy.  President  Clinton 
recently  met  with  President  Heydar  Aliyev  of  Azerbaijan, 
who  has  been  very  pro-West.  There  are  even  indications  the 
Administration  may  encourage 
repeal  of  Section  907  so  that  we  can 
offer  direct  assistance.  But  we  can- 
not put  too  much  stock  in  an 
Administration  that  employs  Rus- 
sophile  Strobe  Talbott  as  Deputy 
Secretary  of  State.  Mr.  Talbott  re- 
cently said  the  U.S.  must  not  battle 
for  influence  in  the  area,  and  that 
our  principal  goal  should  be  "con- 
flict resolution."  He  is  referring 
to  the  conflict  in  the  Nagorno- 
Karabakh  enclave  between  Azer- 
baijan and  the  Armenians,  who, 
after  some  700,000  Azeris  fled,  are  die  main  occupants. 

In  a  daring  departure  from  past  policy,  Mr.  Talbott  con- 
ceded that  our  efforts  at  solving  the  situation  are  being  ham- 
pered by  Section  907,  but  he  hoped  the  end  of  conflict  was 
"not  too  far  off."  He  also  said  that  Russia  had  indeed  stirred 
up  trouble  among  its  neighbors  in  the  past,  but  that  he 
believed  it  was  now  working  with  the  international  commu- 
nity to  resolve  conflicts.  But  what  about  Russia  and  Iran's 
June  1996  statement  that  they  should  jointiy  cooperate  with 
states  in  the  Caspian  Sea  region  to  prevent  the  U.S.  from 
gaining  a  sphere  of  influence  there?  Senator  Sam  Brownback 
(R-Kans.)  got  it  right  when  he  said  that  we  have  lost  valuable 
time  in  this  vital  region  because  we  are  too  "Russo  centric." 

We  cannot  continue  to  whimper  about  "conflict  reso- 
lution." We  must  cement  relationships  with  the  Caspian 
countries  that  want  closer  ties  with  us.  Otherwise,  we  will 
continue  to  be  dependent  on  the  Middle  East  for  the  oil  we 
and  other  freedom- loving  nations  must  have  to  survive.  B 
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Rice.  Snake.  Chicken's  feet.  Octopus.  In  Asia,  all  kinds 
of  things  go  into  a  rice  bowl.  But  one  item  is  really 
surprising:  nickel.  Let  us  explain.  For  years,  stainless 
steel  has  been  an  ingredient  of  cutlery 
and  cookery  in  North  America, 
because  it  doesn't  transfer 
food's  taste  or  odor, 
and  is  hygienic. 
Now,  for  the 
same  reasons, 
it's  being  used 
to  make  rice 
bowls  and  chop- 
sticks in  Asia.  Which 
is  appetizing  news  for  the 
investor.  Because  Inco  makes 
the  nickel  that  makes  the 
stainless  steel.  And  rice 
bowls  aren't  the  only  thing  we 


bring  to  the  table. 
Inco  nickel  is  playing  a  key  role  in 
many  of  Asia's  booming  industries.  For  instance,  we 
make  more  forms  of  nickel  for  bicycles,  motorcycles  and 


cars  than  -any  other  nickel  producer.  We're  also  a 
popular  item  on  the  menu  of  Asia's  architects, 
construction  engineers  and  railway  manufacturers. 

As  well,  our  nickel  is  in  increasing 
demand  for  a   number  of 
high-tech  applications, 
from  personal 
computers  and 
televisions  tol 
printed  circuit 
boards  andl 
rechargeable 
batteries.  It's  why 
at  Inco,  we're  on  an 
aggressive  program  of 
expansion  and  growth,  at  our 
Voisey's  Bay  deposit  in  Canada,  and  in 
Indonesia.  In  fact,  we're  increasing  our  annual 
nickel  production  capacity  dramatically.  So,  what's 
in  the  rice  bowl  for  you?  If  you're  an  investor, 
plenty.  For  our  annual  report,  or  for  a  video  or 
pamphlet  detailing  our  activities  throughout  Asia, 
call  1-800-361 -INCO.  Or  visit  us  at  www.incoltd.com. 
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Gone  fishing 


BY  SHAILAJA  NEELAKANTAN 


"Most  people 
who  have 
called  for 
reservations 
have  asked 
for  a  goldfish 
in  their 


room. 


The  Plaza  Hotel  in  Manhattan 
and  the  Sheraton  Boston  Hotel 
and  Towers  are  among  a  grow- 
ing number  of  hotels  that  have 
rooms  set  aside  for  guests  who 
refuse  to  leave  Fido  behind.  The 
Hotel  Monaco  Seattle — which 
opened  Aug.  1 — caters  to  pet 
owners,  too,  but  don't  bring 
your  own.  The  hotel  provides 
lonely  pet  owners  a  live  goldfish 
for  their  room. 

"If  you  miss  your  pet,  you  can 
just  look  at  the  goldfish  in  the 
bowl  looking  back  at  you  and 
swimming  around,"  explains 
Stan  Kott,  the  Hotel  Monaco's 
general  manager. 

For  an  initial  investment  of 
about  $2,000,  the  Hotel 
Monaco  engaged  Heather  Can- 
delaria  of  Seattle's  Crystal  Aquar- 
ium to  supply  the  goldfish.  Can- 
delaria  built  the  hotel  a 
100-gallon  tank  to  hold  about 
200  goldfish.  "Watching  fish 
swim  is  very  relaxing,"  says  Can- 
delaria.  "Especially  goldfish — 
they're  graceful,  not  like  tropical 
fish,  which  are  all  instinct  and  no 
personality." 

Alert  to  potential  complaints 
from  fish-rights  advocates,  Can- 
delaria  stresses  that  Hotel  Monaco  will  be  sup- 
plied with  very  small  fish,  since  the  glass  bowls 
provided  for  the  rooms  are  small.  "As  they  start 
growing,  we'll  take  them  away  and  replace 
them  with  small  fish." 

Kott  says  response  to  the  goldfish  plan  has 


been  tremendous.  "Most  people  who  have 
called  for  reservations  have  asked  for  a  gold- 
fish," he  reports. 

What  happens  if  a  guest  becomes  attached  to 
the  orange  critter  in  the  bowl?  "Hmmm  ..." 
ponders  Kott.  "Okay — we'll  give  it  to  them." 


Cool  technology  ain't  enough 


BY  NIKHIL  HUTHEESING 


When  will 

high-tech 

companies 

realize  that 

customer 

service 

matters? 


Before  my  wife  began  her  ninth  month  of 
pregnancy,  I  did  what  every  soon-to-be-Dad 
does.  I  got  myself  a  pager.  When  Anita  went 
into  labor,  I  wouldn't  miss  a  moment. 

After  our  beautiful  boy  was  born,  I  discon- 
tinued my  paging  service  and  returned  the 
beeper  in  March.  That's  when  my  troubles 
began.  April  passed,  and  my  $50  deposit  wasn't 
returned.  May  and  June  zipped  by,  but  still  no 
deposit.  Every  time  I  called  PageNet  I  was  told 
the  check  was  in  the  mail. 

In  July  the  check  did  finally  arrive — for 


$33.03.  What  happened  to  the  other  $16.97? 
PageNet  insisted  that  some  months  back  I  had 
asked  that  my  paging  service  be  reconnected. 
What?!  Reconnection  fee:  $16.97. 

I  never  asked  for  the  reconnection,  but  I  let 
it  go.  Sixteen  bucks  wouldn't  break  me.  But 
there's  a  bigger  issue  here.  A  recent  survey 
released  by  Price  Waterhouse  found  that  41% 
of  pager,  cellular  phone  and  Internet  customers 
are  irked  by  billing  snafus  and  inefficient  cus- 
tomer service.  So  I  am  not  alone.  Too  many 
companies  think  that  cool  technology  is 
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enough  to  win  new  customers. 

Do  I  sense  a  backlash?  The  growth  rate  at 
which  subscribers  sign  up  for  paging  services 
slowed  to  22%  last  year,  down  from  31%  in 
1995.  The  second-largest  paging  carrier, 
MobileMedia  Corp.,  has  filed  for  bankruptcy 
protection. 


The  problem,  according  to  Alex.  Brown  ana- 
lyst Brian  Coleman:  "The  focus  in  the  paging 
industry  has  been  on  growth,  consolidation  and 
developing  new  services.  As  a  result  of  this,  cus- 
tomer-base maintenance  has  not  been  first  and 
foremost." 

That's  putting  it  mildly. 


Why  I  hate  sales 


BY  WILLIAM  HEUSLEIN 


The  price  on 
my  socks  went 
up  20%  in 
May;  down 
25%  in  June. 
Some  sale. 


Okay,  call  me  a  cynic.  Most  people  love 
sales.  I  hate  them.  They  serve  to  remind  me 
that  I  am  probably  paying  too  much  when  I 
pay  full  price. 

Last  month  I  bought  a  pair  of  dress  socks  on 
sale  at  Brooks  Brothers:  $13.50,  marked  down 
from  $18.  When  I  got  home  I  peeled  off  the 
price  tag.  Bingo!  Underneath  was  a  second  tag, 
for  $15.  It  appears  Brooks  jacked  up  the  price 
by  $3,  or  20%,  then  gave  me  the  25%  discount. 

I  called  Brooks  Brothers.  Yes,  they'd  raised 
the  price  on  my  socks  20%  on  May  10 — just 
five  weeks  before  they  marked  them  down 
25%.  Isn't  that,  well,  a  little  deceptive?  "It's 
fairly  normal  to  take  price  increases  on  differ- 
ent items  at  different  times,"  explained  a 
spokesman.  "It's  for  margin  improvement." 

And  you  wonder  why  I  hate  sales.  H 
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Charles  Henderson,  chief 
investment  officer  at  Chica- 
go Trust,  a  trust  company, 
thinks  increasing  disposable 
income  will  be  the  main 
source  of  economic  growth 
in  the  second  half  of  the 
year.  With  long  Treasurys 
now  yielding  6.4%,  versus 
7.18%  three  months  ago, 
and  30-year  fixed-rate  mort- 
gages down  from  8.25%  to 
7.625%,  there  should  be  a 
pickuo  in  mortgage  refinanc- 
ing. This  should  leave  more 
money  in  the  pockets  of 
homeowners. 
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The  Forbes  Index  is  a  measure  of 
U.S.  economic  activity  composed  of  eight 
equally  weighted  elements:  the  cost  of 
services  relative  to  all  consumer  prices, 
the  level  of  new  orders  for  durable  goods 
compared  with  manufacturers'  inventories, 
total  industrial  production,  new  housing 
starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail 
sales,  total  consumer  installment  credit. 
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Dreyfus  Disciplined  Stock  Fund 

RETAIL  SHARES 


The  biggest  threat  to 
achieving  long-term  goals 
isn't  short-term  market 
fluctuation,  but  rather  a 
lack  of  commitment  to 
these  goals.  That's  why 
the  Disciplined  Stock  Fund 
could  be  a  smart  addition 
to  your  diversified  port- 
folio. This  five-star  rated 


1  YEAR  5  YEAR 

+18.80%  +16.23% 

AVERAGE  ANNUAL  TOTAL  RETURNS  AS  OF  3-31-97 


LIFE  OF  FUND 

+16.42% 

(12-31-87) 


Overall  Rating  among  I.980  domestic  equity 

***** 

MORNINGSTAR 
RATING 

funds  based  on  its  5-year  record  as  of  5"3I_97- 


fund  seeks  to  outperform 
the  S  &  P  500  Index  by 
focusing  mainly  on  large, 
high  quality  companies  with 
projected  above  average 
earnings  growth.  Call  us 
to  discuss  how  maintaining 
an  equity  allocation  in  today's 
market  environment  can 
help  you  reach  your  goals. 


1  8  0  0  44  3  9793  ask  or  ext.  43  61 


VISIT  A  DREYFUS  FINANCIAL  CENTER  •  CALL  YOUR  FINANCIAL  ADVISOR 


DREYFUS.COM 


>reyfiis 


To  discuss  this  Dreyfus  equity  fund,  or  others  with  different  investment  objectives  and  performance  records,  call  for  a  Prospectus  containing 
more  complete  information  including  charges,  expenses  and  share  classes.  Please  read  it  carefully  before  you  invest.  Past  performance  is  no 
guarantee  of  future  results.  Share  price  and  investment  return  fluctuate  so  that  upon  redemption  a  shareholder  may  receive  more  or  less 
than  original  cost.  Financial  Advisors  may  make  available  the  Fund's  Institutional  Shares  which  are 
subject  to  an  additional  fee  and  generate  lesser  returns.  Morningstar  proprietary  ratings  reflect 
historical  risk-adjusted  performance.  They  are  subject  to  change  every  month.  Ratings  are  calculated 
from  the  funds'  3-,  5-  and  IO-year  (as  applicable)  average  annual  returns  in  excess  of  90-day 
Treasury  bill  returns  with  appropriate  fee  adjustments,  and  a  risk  factor  that  reflects  fund  performance 
below  90-day  T-bill  returns.  The  rating  is  based  on  the  Fund's  retail  shares.  The  Fund's  3-year  and 
5-year  Morningstar  ratings  as  of  5-31-97  were  five  stars  out  of  1,980  and  1,120  domestic  equity 
funds,  respectively.  The  top  IO%  of  the  funds  in  a  ratings  universe  receive  five  stars.  ©1997 
Dreyfus  Service  Corporation,  Broker-Dealer.  Premier  Mutual  Fund  Services,  Inc.,  Distributor. 
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it's  a  good  thing  for  Congress  that  elections  aren't  held  on  Apr.  15. 
The  tax  bill  of  which  the  politicians  are  so  obscenely  proud  is  a  nightmare. 

Torture  by  taxation 


By  Janet  Novack  and  Laura  Saunders 

"It's  a  dream  come  true!"  exulted 
Rep.  John  Kasich  (R-Ohio),  back- 
patting  himself  and  the  other  mem- 
bers of  Congress  for  the  recently 
passed  tax  and  budget  bill. 

Pardon  us  if  we  retch.  For  a 
modest  net  tax  cut  that  averages  an 
annual  $70  per  person,  the  American 
public  is  going  to  be  tor- 
tured with  at  least  a  dozen 
new  tax  forms,  schedules 
and  worksheets. 

Forget  the  pro-family, 
pro-education  rhetoric: 
What  this  tax  bill  is  about  is 
making  a  small  tax  cut  look 
as  big  as  possible.  What  with 
the  frenzy  to  produce  an 
apparently  balanced  budget, 
Congress  didn't  have  a  lot 
of  money  to  play  with — just 
one  fourth  of  1%  of  gross 
domestic  product.  Cut  that 
into  millions  of  pieces  and 
what  most  taxpayers  get  is 
headaches. 

The  already  3,570-page 
tax  code  will  now  be  stud- 
ded with  even  more  ceilings, 
floors,  phase-ins,  phase- 
outs,  givebacks,  exclusions 
and  exceptions.  In  all,  the 
new  law  makes  824  changes  to  the 
tax  code. 

"When  you  look  at  the  details  of 
the  bill,  it's  a  mess,"  says  William 
Gale,  a  Brookings  Institution  econo- 
mist. "We're  ending  up  with  a  tax 
system  far  more  complex.  Parts  of  it 
could  actually  damage  economic 
growth  by  raising  effective  marginal 
tax  rates.  People  had  better  calculate 
their  tax  cut  net  of  what  they'll  have 
to  pay  extra  in  accountants'  fees." 

Look  at  the  child  credit,  which  is 
supposed  to  help  families.  This  credit 
will  cost  Treasury  about  $20  billion  a 
year  in  foregone  revenues.  For  the 
same  price  Congress  could  have 


about  doubled  the  personal  exemp- 
tion for  children.  That  would  have 
been  simple,  but  it  would  have  helped 
high-bracket  taxpayers  more  than 
low- bracket  ones. 

So  instead  Congress  created  a  $500 
credit — but  arranged  to  have  it  vanish 
for  upper-income  taxpayers,  who  pre- 


sumably don't  need  it.  Okay,  but  if 
you  chop  off  the  credit  for  couples 
making  more  than  $110,000,  you 
invite  finagling  by  people  earning 
$110,010.  Solution:  Phase  the  credit 
out  slowly  beginning  at  $110,000. 

Wait — it  gets  worse.  The  $500 
credit  interacts  with  the  alternative 
minimum  tax  so  that  taxpayers  earn- 
ing as  little  as  $50,000  could  lose 
much  of  it  if  they  also  take  the  child- 
care  tax  credit  or  an  education  credit. 

To  see  if  they  lose  out,  millions  of 
middle-income  taxpayers  will  now 
have  to  compute  the  mind-bending 
AMT.  The  AMT  was  originally  sup- 
posed to  be  a  catchall  for  fat  cats  who 


claimed  too  many  oil  wells  and  cattle- 
breeding  operations.  It  is  rapidly 
turning  into  a  tax  purgatory  for  the 
masses.  "The  [new]  law  forces  com- 
plexities on  the  middle  class  that 
before  now  have  applied  mostly  to 
upper-income  taxpayers,"  says  Greg- 
ory Jenner,  a  former  Treasury  official 
now  at  Coopers  & 
Lybrand. 

The  working  poor 
don't  escape,  either.  Those 
who  brave  the  maze  of  the 
Earned  Income  Tax 
Credit  will  find  life  even 
more  complicated  if  they 
want  to  qualify  for  a  (par- 
tial) child  credit,  especially 
if  they  have  more  than  two 
children. 

All  this  will  likely  drive 
hundreds  of  thousands  of 
new  customers  into  the 
arms  of  H&R  Block  and 
other  tax  services.  That's 
assuming  the  accountants 
don't  go  mad  trying  to 
deal  with  the  complexity. 

Capital  gains  tax  relief? 
Yes — but  to  recapture 
some  of  the  theoretically 
foregone  revenue,  law- 
makers upped  the  holding  period  for 
most  gains  from  12  to  18  months. 
They  also  added  an  extra  holding 
period  ('over  five  years),  a  category  of 
assets  (collectibles),  a  depreciation 
recapture  for  real  estate  and  four  new 
rates.  Where  formerly  there  were  two, 
we  now  have,  in  effect,  seven  capital 
gains  tax  rates. 

The  new  tax  law  raises  the  art  of 
fiscal  Indian-giving  to  a  new  level. 
You  can  try  to  benefit  from  the  cut  in 
the  capital  gains  tax — but  if  you  have 
large  gains,  you  raise  your  chances  of 
ensnarement  in  the  AMT,  according  to 
Ernst  &  Young  (see  table,  p.  44,  for 
AMT  trigger  points). 
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Congress  giveth,  Congress  taketh  away 


Income  in  $thousands 

SO      10     20     30     40     50     60  70 
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NEW  1998  PHASE-OUTS  CREATED  BY  THE  NEW  TAX  LAW 


Child  Tax  Credit  ($400  per  child  credit  in  1998,  $500  thereafter,  assumes  two  children)  1 


Hope  Scholarship  Credit  ($1,500  credit  for  college  freshmen  and  sophomores) 2 

fc  ^^jn^^am^^gnt^^O^^K^fa^h&Mftg^ 

Interest  on  student  loans  ($1,000  deduction  in  1998;  ris  ng  to  $2,500  by  2001) 
Hi  HHHHhBBBH 

Education  IRA  ($500  nondeductible  IRA  per  child;  earnings  aren't  taxed  if  used  for  higher  education) 


Roth  IRA  ($2,000  nondeductible  IRA  per  taxpayer;  earnings  aren't  taxed  if  withdrawn  for  retirement, 
"ji    death  or  first  house  purchase) 


Rollover  of  funds  to  Rotr 

IRA  from  other  IR 

A 

Nonworking  spouse  IRA  (Deductible  $2,000 
income  is  otherwise  too  high  for  a  deductible 

IRA  for  nonworking 
IRA) 

Credit  for  Washington,  D.C.  home  buyers  ($5,000  credit  for  first-time  home  buyer) 3 


T 


EXISTING  PHASE-OUT  CHANGED  BY  THE  NEW  TAX  LAW 


Deductible  IRA  ($2,000  per  taxpayer,  phase-outs  apply  to  those  with  other  pension  plans) 


I  Single  M  Phase-out  area 
I  Married  H  Phase-out  area 


You  think  you  have  a  tax 
benefit,  but  once  you 
earn  too  much  it  gets 
taken  away.  This  rat's 
nest  of  phase-outs  and 
give-backs  illustrates 
the  phenomenon  in  the 
present  and  the  coming 
tax  code.  The  display  is 
not  all-inclusive;  we 
simply  ran  out  of  room. 


EXISTING  PHASE-OUTS  UNAFFECTED  BY  THE  NEW  TAX  LAW 


Earned  Income  Tax  Credit  (Fully  refundable  credit,  maximum  of  $3,656  in  1997,  assumes  two 


children) 


Child  and  Dependent  Care  Credit  ($1,440  credit,  phases  down  to  $960  between  $10,000  and  $28,000,  assumes  two  children) 2 


Itemized  deductions  (Partially  phased 

out  at 

higher  incomes,  producir 

g  a  surtax) 

$0      10     20     30     40     50     60     70     80     90    100   110    120   130    140    150    160    170    180    190   200   210   220   230   240  250 
P   1  Families  with  two  children  can  use  the  credit  only  to  offset  income  taxes.  A  single  parent  with  two  children  can  make  full  use  of  the  1998  credit  a!  about  $19,500;  a  couple  can  use  the  credit  in  full  at 
>   about  $23,000.  Families  with  three  or  more  children  can  aisc  use  part  of  the  credit  to  offset  payroll  taxes.  2  Nonrefundable  credit.  Taxpayer  must  owe  income  taxes  to  claim  it  and  it  is  subject  to  the 
So   Alternative  Minimum  Tax.  3  Nonrefundable,  but  portion  of  credit  that  can't  be  used  in  one  year  may  be  carried  for  a  year.  4  Phase-out  income  levels  shown  do  not  include  Social  Security, 
jjj   5  Nonrefundable,  but  portion  of  credit  that  can't  be  used  in  jne  year  may  be  carried  for  five  years. 
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Sex,  lies  and 
marginal  rates 

It's  1998.  A  widow  with  18-year-old 
twins  has  won  a  big  promotion,  boosting 
her  salary  from  $40,000  to  $50,000.  She 
knows  she'll  have  to  work  harder.  What 
she  doesn't  know  is  that  Uncle  Sam  will 
grab  nearly  50%  of  her  raise.  Meanwhile, 
her  boss  in  the  corner  office  pays  a  mar- 
ginal rate  of  41%  on  his  $320,000  salary. 

That's  fairness  in  taxation? 

Down  the  hall,  two  divorced  $75,000- 
a-year  software  managers,  each  with  two 
kids,  talk  about  getting  married  because 
it  would  set  a  better  example  for  their 
kids  than  just  shacking  up.  But  their 
accountant  warns  that  tying  the  knot  will 
cost  almost  $6,500  a  year  extra  in  taxes. 

The  widow  and  the  couple  in  love  are 
suffering  from  Congress'  recent  addic- 
tion to  "phase-outs,"  in  which  a  seem- 
ingly generous  tax  benefit  is  gradually 
erased  as  a  taxpayer  earns  more  money. 
The  effect  is  a  punitive  rate  bubble. 
Bubbles  hit  middle-  and  upper-middle- 
income  taxpayers  hard,  especially  if  they 
are  two-earner  couples. 

It  works  like  this:  At  $40,000  in 
adjusted  gross  income,  our  widowed 
mom  can  claim  $2,200  in  Hope  credits 
for  her  kids'  college  bills.  (She  thought 
she'd  get  $3,000,  but  then  she  did  her 


Assume  you  have  $108,000  of  reg- 
ular or  salary  income,  says  Atlanta 
financial  planner  David  Polstra,  and 
take  a  $125,000  capital  gain — say 
from  the  sale  of  a  business.  That  will 
trigger  the  AMT.  Under  old  law,  you 
could  have  taken  a  capital  gain  of 
$160,000  before  triggering  it. 

Even  without  the  new  changes,  six 
million  taxpayers  were  destined  to 
owe  alternative  minimum  tax  by 
2006  (versus  600,000  currently) 
because  the  AMT  rate  schedule  isn't 
indexed  for  inflation.  Lawmakers 
planned  a  partial  AMT  fix,  but 
dropped  the  idea  at  the  last  minute. 
They  saw  no  way  to  make  political 
capital  out  of  so  useful  a  change. 

What  does  the  bill  do  to  estate 
planning?  The  repeal  of  the  15% 
surtax  on  frugal  retirees  is  welcome. 
It  is  also  a  good  thing  for  many 


alternative  minimum  tax  calculation  and 
wound  up  with  $2,200.)  At  $50,000, 
she  gets  no  Hope  credits  at  all.  That's  an 
extra  22-cent  tax  on  each  extra  dollar  she 
earns  between  $40,000  and  $50,000. 

A  single  taxpayer  who,  like  one  of  the 
programmers  above,  makes  $75,000  can 
claim  the  full  $500-per-child  credit  if  he 
or  she  doesn't  use  other  credits.  But  cou- 
ples start  losing  the  credits  at  $110,000 
of  adjusted  gross  income,  raising  their 
marginal  rate  five  percentage  points. 

Our  two  $75,000-a-year  newlyweds 
would  also  be  hit  by  the  3%  give-back  in 
itemized  deductions,  which  starts  at  a 
trigger  point  (currently  $121,200)  that  is 
no  higher  on  joint  returns  than  on  single 
returns.  They  would  also  suffer  a  two- 
earner  marriage  penalty  that  has  been  a 
feature  of  the  tax  code  ever  since  1969 
and  the  loss  of  one  dependent  care  flexi- 
ble spending  account. 

Two  Generation-Xers  earning  under 
$40,000  apiece  can  each  deduct  $1,000 
in  student  loan  interest  (rising  to  $2,500 
by  2001).  If  they  marry  they  get  only 
one  deduction,  and  it  starts  phasing  out 
when  combined  income  tops  $60,000. 

"Phase-outs  make  little  tax  sense," 
says  University  of  Miami  law  professor 
Elliott  Manning.  "But  as  a  cynical  politi- 
cal approach,  they  are  wonderful  because 
they  help  hide  real  marginal  rates." 

-J.N.  and  L.S.M 


middle-income  taxpayers  that  the 
$600,000  estate  tax  exemption,  dwin- 
dling from  10  years  of  inflation,  is 
being  scaled  up  to  $1  million.  But 
those  tax-form  printers  are  going  to 
be  working  overtime.  The  estate 
exemption  change  is  phased  in  over 
nine  years. 

Congress  has  generously  "given" 


us  a  new  nondeductible  IRA,  a  broad- 
er deductible  IRA,  and  a  nonde- 
ductible education  account.  Here, 
even  seasoned  tax  professionals  are 
throwing  up  their  hands.  "The  new 
rules  are  complex  beyond  all  compre- 
hension," says  Grant  Thornton  tax 
expert  Thomas  Ochsenschlager. 
"Deciding  how  to  save  for  college 
now  takes  an  accounting  degree." 

The  law  also  adds  a  new  level  of 
cynicism  to  budget-balancing.  How  is 
it  possible  that  repealing  the  15% 
surtax  on  large  iras  can  be  a  money- 
raiser,  as  estimates  show?  After  all,  this 
tax  was  supposed  to  raise  money  in 
1986,  when  it  was  imposed.  Then, 
suspending  it  for  three  years  in  a 
1996  law  was  supposed  to  raise 
money  again.  Now  that  it  is  being 
permanently  dumped,  that's  sup- 
posed to  raise  money,  too.  Other 
arithmetic  by  which  the  budget  is 
being  "balanced"  is  just  as  phony. 

The  new  tax  law  foists  mountains 
of  work  on  the  beleaguered  IRS. 
"They  say  that  the  IRS  is  arrogant, 
incompetent  and  has  a  bad  culture," 
says  former  irs  Commissioner 
Donald  Alexander.  "So  why  are  they 
giving  it  so  much  extra  to  do?" 

The  answer  is  that  this  new  tax  law 
has  little  to  do  with  sensible  policy 
and  everything  to  do  with  politics. 

Certainly,  some  pressure  groups 
have  reason  to  feel  grateful.  Sky  divers 
no  longer  have  to  worry  about  paying 
the  airline  ticket  tax  when  they  jump. 
And — what  a  relief! — the  new  law 
allows  foreign  embassies  to  buy 
excise-free  U.S.  beer.  Real  estate 
investment  trusts,  farmers  and  hard 
cider  makers  also  get  nice  breaks. 

This  latest  performance  by  the 
Washington  establishment  may  well 
make  the  public  as  cynical  about  tax 
cuts  as  the  politicians  already  are.  wm 


You  owe  AMT  if 
you  have  too  many 
"preferences," 
such  as  deduc- 
tions for  state 
taxes.  The  prefer- 
ence amounts  that 
trigger  the  tax  vary 
depending  on  how 
much  of  your 
income  is  from 
capital  gains. 


Capital  pains 


-"Preference"  trigger  amounts  if  income  is:  

Taxable 

all 

all 

half  ordin 

income* 

ordinary 

capital 

half  capita 

$100,000 

$32,138 

$45,000 

$30,45 

150,000 

33,403 

36,000 

24,13 

200,000 

36,197 

26,000 

15,71 

300,000 

45,040 

6,000 

3,40 

500,000 

127,897 

0 

27,03 

*Jolnt  return. 

Source:  Ernst  &  Youi 
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COMPANIES 


Are  Disney's  recent  troubles  just  a  hiccup, 
or  is  there  fundamental  deterioration 
at  the  mighty  amusement  company? 


Why 
Mickey 
isn't  doing 
much 
talking 
these  days 


By  Seth  Lubove 

and  Robert  La  Franco 

It  seems  a  day  doesn't  go  by  without 
some  new  public  relations  headache 
for  Walt  Disney  Co.  The  outrageous- 
ly costly  Michael  Ovitz  fiasco.  The 
ABC  management  soap  opera.  Slow- 
ing box  office  returns  from  Hercules. 
Mouseketeers  fighting  for  back  pay. 
Attacks  from  across  the  political  spec- 
trum: Southern  Baptists  boycotting 
over  Disney's  policies  on  homosexu- 
ality; politically  correct  zealots  com- 
plaining that  a  movie  based  on  the 
nearsighted  Mr.  Magoo  character  is 
insensitive  to  the  visually  impaired. 

What  a  difference  a  couple  of  years 
makes.  Disney  was  the  darling  of  Wall 
Street,  and  its  $8.7  million-a-year 
(plus  $304  million  in  accumulated 
unexercised  stock  options)  chairman, 
Michael  Eisner,  could  do  no  wrong. 
Disney  was  a  Nifty  Fifty  stock  with 
virtually  guaranteed  earnings  growth. 

Today  Wall  Street  isn't  taking 
Disney's  earnings  growth  for  grant- 
ed. In  the  past  five  years  Disney's 
annualized  total  return  of  18.3%  has 
lagged  the  s&r  500  by  2.3%.  With 
numbers  like  that  it's  hard  to  justify 
the  premium  that  Disney  stock  still 
commands  over  the  s&r's  multip!  >f 
earnings. 


Downgrading  the  company's  stock 
recently,  Deutsche  Morgan  Grenfell's 
entertainment  analyst  Alan  Kassan 
cites  a  host  of  troubles,  including  a 
saturated  home  video  market,  the  ABC 
fiasco,  escalating  sports  rights  costs 
and  disappointing  results  from 
Hercules. 

Although  Disney  earnings  in- 
creased a  better-than-expected  19%, 
to  69  cents  a  share,  in  the  fiscal  third- 
quarter,  most  of  the  unexpected 
windfall  was  for  nonoperating  rea- 
sons— below-estimate  corporate 
expenses  and  a  lower  tax  rate. 

For  the  year  ending  Sept.  30, 
Kassan  still  expects  earnings  (before 
extraordinary  items)  to  increase  25%, 
to  $2.74  a  share  on  sales  of  $22.7  bil- 
lion, but  he  and  most  other  analysts 
expect  the  rate  of  earnings  growth  to 
slow  to  a  little  over  half  that  amount 
next  year.  A  16%  earnings  growth 
rate  in  prosperous  times  is  okay  but  is 
not  the  old  Disney  magic. 

Disney's  overall  business  is  still 
growing,  but  the  incremental  growth 
is  becoming  less  profitable  than  the 
older  business.  Net  margins  last  year 
were  less  than  half  the  15.3%  the 
company  produced  in  the  late  1980s, 
while  returns  on  equity  and  assets 
have  fallen  off  even  more. 

When  did  the  magic  start  to  ooze 
from  the  Magic  Kingdom?  Former 
managers  and  executives  cite  the 
1994  sudden  death  of  Eisner's  long- 
time right-hand  man  and  confidant, 
Frank  Wells,  as  the  turning  point  in 
Eisner's  regime.  Known  as  the  yin  to 
Eisner's  yang,  Wells,  formally  presi- 
dent and  chief  operating  officer,  was 
a  counsel  of  common  sense  to  the 
mercurial  Eisner.  One  former  execu- 
tive says  that  Eisner's  management 
style  is  to  say  "no"  to  everything  and 
then  let  the  project's  sponsors  fight 
for  its  survival. 

In  such  debate,  says  the  former 
mouseketeer,  Disney's  formidable 
battalions  of  M.B.A.s  too  often  win 
over  the  more  creative  types,  where- 
as in  the  past  Wells  was  often  able  to 
intervene  on  behalf  of  the  idea 
people.  "They  [the  M.B.A.s]  say: 


Diminishing  returns 

After  peaking  with  The  Lion  King, 
U.S.  box  office  returns  for  Disney's  ani- 
eadily  fallen. 


The  Lion  King 

19 

$312.9  milli 


tcahontas 

95 

41.6  million 


The  Hunchback 
of  Notre  Da, 

19 

$100.1 


ml... 


00  million  * 


Estimate  Sources-  Deutsche  Morgan  Grentell.  Daily  Variety. 
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'How  do  you  know  that?  How  do 
you  prove  that?'  The  strategic  plan- 
ning people  want  to  see  it  on  paper 
by  a  computer."  But  the  computer 
hasn't  been  invented — and  probably 
never  will  be — that  can  predict  how 
many  tickets  a  movie  will  sell. 

Eisner  hasn't  been  able  to  prevent 
nasty  turf  wars  in  the  sprawling  com- 
pany. There  was  a  bruising  battle  for 
control  over  the  distribution  of  movie 
soundtracks  to  mass  merchants 
between  Anne  Osberg,  president  of 
the  consumer  products  division,  and 
Ann  Daly,  the  former  head  of  home 
video.  Daly  won  a  partial  victory, 
although  she  left  to  join  Dream- 
Works recently.  Since  then 
Osberg's  consumer  products  divi- 
sion has  complained  that  Daly's 
old  group  did  a  poor  job. 

The  internal  turmoil  comes 
when  the  company  is  facing  new 
threats  at  every  turn.  Fox,  Dream- 
Works and  Time  Warner  are  gun- 
ning for  Disney's  animated  feature 
film  monopoly.  The  competition 
affects  Disney  in  more  places  than 
at  the  box  office,  since  much  of 
the  company's  vaunted  "syner- 
gy"— the  stuffed  animals,  the 
clothes,  the  videos,  all  the  other 
gimcracks — depends  on  the  orig- 
inal movie's  success.  Even  before 
this  summer's  release  of  Hercules 
proved  to  be  something  of  a  let- 
down, the  West  Coast-based 
Robinsons-May  department  store 
chain  was  discounting  Hercules 
umbrellas,  dolls  and  other  mer- 
chandise by  25%. 

"We've  had  great  success  with 
Disney,"  says  a  buyer  at  Toys  "R" 
Us.  "But  I  think  it's  fair  to  say 
that  retailers  no  longer  see  Disney  I 
as  guaranteed  hits."  The  impact  is 
also  being  felt  in  the  company's  fast- 
expanding  chain  of  616  retail  stores, 
where  same-store  sales  are  down 
slightiy. 

Rupert  Murdoch  is  clearly  out  to 
eat  Disney's  lunch  in  more  things 
than  animation.  His  News  Corp.  is 
muscling  in  on  Disney's  core  family 
and  on  ESPN  sports  entertainment 
franchises.  Murdoch  and  his  partners 
recently  bet  $850  million  that  lots  of 
viewers  will  want  to  watch  local 
sporting  events  at  the  expense  of 
ESPN's  national  events.  In  the  deal, 


Murdoch  is  combining  forces  with 
John  Malone's  Liberty  Media  and 
Cablevision  to  broadcast  a  variety  of 
local  games  over  17  regional  net- 
works to  a  potential  55  million 
homes  (compared  with  ESPN's  esti- 
mated 71  million). 

Murdoch  is  also  wrapping  up  the 
$1.9  billion  acquisition  of  Interna- 
tional Family  Entertainment  Inc., 
owner  of  the  Family  Channel,  which 
comes  on  top  of  a  previous  deal  with 
Saban  Entertainment  to  produce 
children's  programming. 

Analysts  expect  ESPN's  growth  to 


Disney's  Michael  Eisner 
Rupert  Murdoch  plans  to  eat  his  lunch. 


slow  in  the  next  year  or  so  as  the  new 
competition  drives  up  the  cost  of 
acquiring  broadcast  rights  for  sports 
events — the  cost  of  ESPN's  football 
rights  alone  could  double  to  over  $1 
billion  when  they  come  up  for  renew- 
al at  the  end  of  this  season. 

This  is  not  Disney's  only  problem 
in  the  couch-potato  end  of  the  busi- 
ness. Deutsche  Morgan's  Kassan 
expects  Disney's  broadcast  operating 
income  to  remain  flat  next  fiscal  year, 
held  down  by  a  big  37%  drop  in 
operating  income  (to  about  $283 


million)  at  ABC.  Note  that  operating 
profit  at  General  Electric's  broadcast 
division,  primarily  NBC,  rose  29%  last 
year,  to  $953  million.  As  a  percent- 
age of  revenues,  operating  income  at 
ABC  lagged  at  13%  against  NBC's  18%. 

Walt  Disney  World  in  Orlando, 
with  its  25,000  on-site  hotel  rooms, 
four-  and  five-day  admission  passes 
and  strong  ties  to  tour  groups,  still 
ropes  the  tourists  in,  turns  them 
upside  down  and  shakes  the  money 
out  until  they  have  neither  funds  nor 
time  to  visit  other  parks.  But  Sea- 
gram's Universal  Studios,  Anheuser- 
Busch's  Sea  World  and  the  Wet 
'n  Wild  water  park  wised  up  last 
year  and  joined  forces  to  take  on 
the  Mouse.  Now  a  tourist  can 
buy  a  pass  that  allows  a  week  of 
unlimited  access  to  any  of  those 
three  parks  for  $95  ($78  for 
kids),  about  half  the  price  of  a 
similar  pass  that  locks  you  into 
Disney's  Orlando  parks  for 
five  days. 

Disney  isn't  sitting  on  its 
hands  in  Orlando.  It  is  building  a 
500-acre  animal  park,  opening 
several  other  new  attractions  and 
starting  a  cruise  line.  But  the 
competition  is  also  expanding. 
Sea  World  is  spending  $42  mil- 
lion on  a  Journey  to  Atlantis 
water  attraction  and  a  new 
entrance  area,  while  Universal  is 
almost  tripling  its  park  with  an 
estimated  $2.6  billion  expansion. 
Disney  won't  be  knocked  from 
its  perch  in  Orlando  any  time 
soon,  but  it's  costing  it  a  lot 
more  to  stay  ahead.  Disney's 
most  popular  rides,  all  of  which 
are  built  in-house  from  scratch, 
can  now  cost  as  much  as  $120 
million,  up  from  $80  million  to 
$90  million  a  few  years  ago. 

In  short,  Disney  still  has  great 
assets.  But  it  isn't  managing  them  as 
well  as  it  formerly  did. 

What  does  Disney  say  about  its  frus- 
trations? Not  much  besides  its  flack's 
blanket  assurance  that  Disney  is  still 
the  happiest  place  on  earth.  Still 
peeved  at  a  previous  Forbes  story 
about  the  company's  somewhat  imag- 
inative bookkeeping  (Mar.  10),  Eisner 
wouldn't  let  Forbes  in  the  door. 

We  must  have  struck  pretty  close 
to  home.  n 
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South  Africa's  most  visible  black  capitalist  was 
formerly  its  most  militant  union  leader. 


Empowerment 


By  Robert  Lenzner 

A  decade  AGO  Cyril  Ramaphosa  was 
a  militant  trade  unionist.  As  General 
Secretary  of  South  Africa's  National 
Union  of  Mineworkers,  he  led  his 
340,000  gold  miners  on  a  21 -day 
strike  against  Anglo  American  Corp. 
of  South  Africa  Ltd.,  the  most  pow- 
erful company  in  the  land. 

Today,  the  44-year-old  Ramaphosa 
is  a  capitalist,  the  most  prominent 
black  member  of  the  business  estab- 
lishment and  a  board  member  of  the 
conglomerate  he  once  struck.  "Now 
that  we  have  been  empowered  polit- 
ically, it's  time  we  become  economi- 
cally empowered,"  he  tells  Forbes. 

Ramaphosa  has  certainly  become 
economically  empowered.  He  has 
just  been  appointed  acting  chairman 
of  South  African  Breweries  Ltd.,  the 
largest  brewing  and  hotel  company 
in  South  Africa.  He  is  chairman  of 
Johnnie,  an  industrial  operation  sold 
by  Anglo  American  to  a  consortium 
of  23  black  investors.  His  old  union 
led  other  unions  in  the  buyout,  col- 
lectively putting  up  50%  of  the  $500 
million  purchase  price — a  7.5%  dis- 
count from  market  value,  according 
to  Ramaphosa. 


New  Africa  Investments' 
Cyril  Ramaphosa 

Can  he  win  control  of  Gold  Fields? 


Of  his  goal  to  control  Gold  Fields, 
Ramaphosa  says:  "It's  good  timing 
because  the  price  of  gold  is  depressed. 
Peter  Munk  of  Barrick  Gold  told  me  this 
is  the  time  to  buy." 


His  main  seat  of  power,  however, 
is  New  Africa  Investments  Ltd. 
(nail),  started  by  Dr.  Nthato  Mot- 
lana,  Nelson  Mandela's  personal 
physician.  At  NAIL,  a  holding  compa- 
ny that  is  based  in  Johannesburg, 
Ramaphosa,  as  one  of  two  executive 
deputy  chairmen,  presides  over  busi- 
nesses in  financial  services  and  the 
media  that  have  a  combined  market 
capitalization  of  $650  million.  NAIL 
owns  a  35%  stake  in  South  Africa's 
Metropolitan  Life  Ltd.  and  has  an 
interest  in  a  merchant  bank  that's 
25%  owned  by  Donaldson,  Lufkin  & 
Jenrette. 

Ramaphosa  is  a  media  baron,  nail 
controls  the  Sowetan,  the  country's 
largest  daily  paper,  with  a  circulation 
of  220,000.  Times  Media  Ltd., 
which  Ramaphosa  chairs,  and  Pear- 
son Pic.  (which  owns  the  Financial 
Times  of  London  and  half  of  the 


Economist  magazine)  jointiy  own  the 
Financial  Mail  business  magazine 
and  Business  Day,  the  country's 
biggest  business  daily. 

But  mining  is  Ramaphosa's  main 
focus  today.  "We  long  ago  decided 
that  mining  was  still  really  the  main- 
stay of  the  South  African  economy," 
he  says.  To  that  end  he  hopes  to  get 
a  major  stake  in  Gold  Fields  of  South 
Africa  Ltd.,  the  mining  company 
founded  by  Cecil  Rhodes.  For  the 
anticipated  purchase,  NAIL  needs  to 
raise  $400  million,  at  a  time  when 
gold  prices  are  weak.  "It's  good 
timing,"  he  says,  "because  the  price 
of  gold  is  depressed.  Peter  Munk  of 
Barrick  Gold  told  me  this  is  the  time 
to  buy  He  says  if  ever  there  is  a  time 
to  make  an  acquisition,  this  is  it." 

If  Ramaphosa  gets  control,  he  will 
find  himself  in  an  awkward  situation. 
Gold  Fields  employs  about  90,000 
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miners,  most  of  them  black,  many 
of  whom  work  long  hours  for  as 
little  as  $200  a  month.  These  are 
the  people  he  once  represented. 
But  now  he's  on  the  other  side 
of  the  table,  having  to  turn  money- 
losing  mines  into  profitmakers. 


"We  want  to  work  with  manage- 
ment and  see  to  what  extent  one 
can  increase  .productivity,"  he  says. 
"We  are  not  going  to  lay  off  work- 
ers. We  want  to  make  the  assets 
sweat.  The  future  of  gold  is  very 
positive.  I  think  it  will  still  be  able 


to  restore  its  glory." 

Does  the  former  African  National 
Congress  secretary  general  miss  pol- 
itics? Not  so  that  you  would  notice. 
"I'm  enjoying  what  I'm  doing  very 
much,"  he  smiles.  "And  that's  all  I 
can  say."  wm 


MEDIA 


An  American,  Pat  McGovern,  has  more  readers 
'  in  China  than  the  People's  Daily  does. 

The  most  popular 
publications  in  China 

By  Andrew  Tanzer 


Last  year  the  staff  of 
China  Computerworld 
asked  their  boss, 
Patrick  McGovern,  for 
advice.  "They  said  they 
needed  training  in 
how  to  turn  down 
advertisers,"  recalls  the 
founder  and  chairman 
of  Boston-based  Inter- 
national Data  Group. 
"They  could  only  print 
240  pages  a  week,  and 
they  kept  selling  out." 

McGovern,  whose 
$2  billion  (estimated 
1997  revenues)  IDG 
publishes  285  comput- 
er magazines  and 
newspapers  in  80 
countries,  gave  his 
Chinese  staff  advice  right  out  of 
Adam  Smith:  Raise  ad  rates  by  50%. 

Now  that's  what  we  call  a  high- 
class  problem.  Today  China  Com- 
puterworld runs  288  pages  an  issue, 
70%  ads — the  most  ads  of  any  com- 
puter publication  in  the  world — and 
has  150,000  paid  subscribers  and  2 
million  readers.  McGovern's  15  other 
computer  publications  in  China  also 
do  well. 

Privately  owned  (McGovern  owns 
65%,  the  employees  the  rest),  IDG  has 
partnered  with  Chinese  government 
bodies  in  producing  these  computer 
publications.  With  a  combined  read- 
ership of  18  million,  IDG  now  lias  a 


IDG  Chairman  Patrick  McGovern 
"We're  an  old,  trusted  friend." 


wider  audience  in  China  than  the 
People's  Daily.  McGovern  forecasts 
revenues  of  $80  million  in  China  this 
year  and  says  China  is  already  his 
third-largest  publishing  market,  after 
the  U.S.  and  Germany. 

Isn't  China  closed  to  foreign  media 
investment?  Yes,  but  McGovern  got 
in  before  the  rules  changed,  and  the 
bosses  in  Beijing  consider  IDG  to  be  a 
source  of  the  kind  of  information  it 
wants  to  see  more  widespread  in 
China.  "We're  an  old,  trusted  friend 
and  partner  of  China,"  comments 


McGovern.  "They  know  and  like  our 
style."  One  of  the  things  they  like 
about  it  is  that  IDG  is  apolitical 

McGovern  reinvests  profits  in 
China,  some  of  it  through  a  $100 
million  venture  capital  fund.  This, 
too,  ingratiates  him  with  his  hosts. 

Forbes  Four  Hundred  member 
McGovern,  60,  grew  up  in  Philadel- 
phia surrounded  by  his  parents'  col- 
lection of  Chinese  art.  As  far  back  as 
1978  he  visited  Beijing  and  was 
impressed  by  the 
mobbed  bookstores 
and  hunger  for  infor- 
mation. The  only 
existing  computer 
publications  were  ad- 
free  academic  jour- 
nals— similar  to  the  sit- 
uation in  the  U.S. 
when  he  launched 
Computerworld  in 
1967. 

In  1980  he  was 
back  looking  for  deals. 
"I  had  been  told 
before  the  trip  that  it 
would  take  years  to 
organize  joint  ven- 
tures," he  says.  It  took 
two  days  to  draw  up  a 
draft  agreement  with 
the  electronics  min- 
istry as  his  partner;  State  Council 
approval  took  two  months.  McGov- 
ern says  his  initial  $250,000  invest- 
ment in  China  Computerworld  has 
returned  more  than  $200  million  in 
profits  over  the  years. 

McGovern  thinks  his  company's 
revenues  in  China  could  surpass 
those  in  the  U.S. — currently  $800 
million — in  a  decade.  With  annual 
sales  of  2.1  million  PCs,  China  last 
year  passed  South  Korea  to  become 
the  second-largest  market  in  Asia, 
after  Japan.  In  September  McGovern 
will  launch  China's  first  Internet 
magazine — state  approval  took  just 
two  months.  H 
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t's  true.  A  Range  Rover  will  help  you  get  into  more  exclusive  places. 


Gaining  admittance  isn't  merely  about  having  the  right  connections.     It's  about  having  the  perma- 
nent four-wheel  drive,  electronic  traction  control,  and  box-section  steel  chassis  of  a  Range  Rover. 
In  fact,  everything  from  its  16-inch  alloy  wheels  to  its  weather-band  radio  system  is  specially 
designed  for  a  vehicle  that  can  travel  virtually  anywhere.    And  with  dual  climate  controls,  wood  trim, 
and  handcrafted  leather  seats,  you'll  never  actually  have  to  stop  to  appreciate  the  finer  things  in  life. 
So  why  not  call  1-800-FINE  4\VD  for  the  Land  Rover  retailer  nearest  you?     Or  visit  our  RANGE  >VER 

Web  site  at  http://www.LandRover.com.    When  you  think  of  all  the  restricted  environments  %lfeb, 
Range  Rover  owners  are  privileged  to  enter,  you  might  reasonably  consider  the  855,500'" 
price  tag  a  perfectly  justifiable  expense.     It  is,  after  all,  a  small  price  for  admission. 


Always  use  your  seatbelts.  SRS/airbugs  alone  do  not  provide  su  fficient  protection. 


the 

"how  do  we 

more  stuff  to 
more  people 

in  more  places?' 

solution 


Growing  your  business  used 
to  mean  investing  in  brand  new 
infrastructure  and  all  that  goes 
with  it.  IBM  Internet  solutions 
are  helping  to  change  all  that. 

Today,  companies  are  using  IBM 
Commerce  Point™  software  and 
services  to  build  virtual  stores 
that  go  beyond  Websites. 
A  customers  Web  visit  is  turned 
into  a  more  efficient  business 
transaction  that  can  boost  sales. 
Even  remote  customers  are  able 
to  order  merchandise  online, 
without  setting  foot  in  a  store. 

That's  the  real  power  you  get  with  an 
IBM  Internet  solution,  a  unique 
combination  of  technology, 
professional  services  and  know- 
how  that's  enabling  a  world  of 
e-business  opportunities. 

Learn  how  you  can  reach  new 
customers  on  the  Internet. 
Just  drop  by  www.ibm.com/ 
internetsolutions,  or  give  us  a 
call  at  1  800  IBM-7080,  ext. 
NC04,  for  our  free  brochure 
on  commerce  solutions. 


Solutions  for  a  small  planet " 


Politicians  love  the  poor— but  not  the  smoking  poor. ' 

The  new  outcasts 


By  Peter  Brimelow 

An  interesting  theological  discovery  has  emerged 
from  the  battle  over  the  federal  budget:  The  cigarette 
manufacturers  can  buy  indulgence  for  their  sins  by  hand- 
ing over  a  large  sum  of  money  to  Washington. 

Of  course,  the  money  generated  by  any  proposed 
increased  levy  on  cigarettes  must  ultimately  come  from 
smokers.  Which  means  that  despite  President  Clinton's 
alleged  concern  for  the  poor,  it  will  come  disproportion- 
ately from  lower-income  earners.  The  Washington,  D.C.- 
based  Tax  Foundation  calculates  that  over  a  third  of  the 
new  revenues  will  be  paid  by  the  22%  of  Americans  earn- 
ing below  $15,000.  Three  fifths  will  be  paid  by  the  45% 


►  34.0%  « 


31.6%  « 


Proportion  of  increased  cigarette  tax  revenue 
extracted  from  individuals  in  each  income  bracket. 

Proportion  of  individuals  in  each 
income  bracket  who  smoke. 

29.8% 


26.9% 


►   25.5%  « 


23.4% 


►   15.4%  « 


earning  below  $30,000  (see  chart). 

Partly,  this  lopsidedness  is  inevitable  with  any  tax  on  a 
staple,  like  food  or  clothing.  Since  the  rich  don't  eat  all 
that  much  more  than  the  poor,  a  tax  on  food  hits  the 
poor  proportionately  higher. 

But  there's  a  significant  complication  with  cigarette 
consumption:  It  actually  varies  inversely  with  income. 
Poorer  people  smoke  more  than  richer  people.  According 
to  Harvard  economist  W.  Kip  Viscusi,  this  pattern  appears 
to  hold  true  all  the  way  up  the  income  scale,  even  beyond 
the  levels  we  chart  here. 

And  this  suggests  a  partial  answer  to  the  mystery  of 
tobacco  politics:  why  the  third  of  Americans  who  smoke 
are  being  pushed  out  into  the  cold,  metaphorically  and 
(look  out  your  office  window  in  winter)  literally.  It's  class 
warfare — led  by,  of  all  people,  Comrade  Clinton.  With 
help  from  the  Republican  Congress. 

Their  concern  for  the  poor  apparently  does  not  extend 
to  the  smoking  poor.  Mi 

Research:  Edwin  S.  Rubenstein,  Right  Data  Associates. 


19.3% 


►   8.8%  <* 


►   6.1%  «, 


6.6% 


Any  increase 
in  cigarette  taxes 
will  be  drawn 
lopsidedly  from 
lower-income 
earners.  That's 
not  merely 
because  con- 
sumption taxes 
hit  the  poor  more, 
but  also  because 
more  of  the  poor 
smoke.  Which 
perhaps  explains 
why  smokers  are 
being  pushed 
around  so  easily. 


Sources:  Tax  Foundation;  National  Center  for  Health  Statisr:c5. 


Income  ($thousands) 

*$115,000  to  $300,000:  3.2%  of  revenue;  $300,000  and  over:  0.5%  of  revenue. 
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★★★★★ 

Dean  Witter  Global  Dividend  Growth  Securities 

(among  525  International  Equity  Funds) 

★  ★★★★ 

Dean  Witter  European  Growth  Fund 

(among  525  International  Equity  Funds) 

★★★★ 

Dean  Witter  Dividend  Growth  Securities 

(among  1,997  Domestic  Equity  Funds) 

★  ★★★ 

Dean  Witter  Diversified  Income  Trust 

(among  1,248  Taxable  Bond  Funds) 

★  ★★★ 

Dean  Witter  Short-Term  Bond  Fund 

(among  1.248  Taxable  Bond  Funds) 
Overall  Morningstar  Ratings  as  of  6/30/97 


Now  the  only  question  is:  Which  ones  are  best  for  you? 


When  it  comes  to  outstanding  mutual  funds,  it's  not  just  a 
matter  of  performance.  It's  a  question  of  which  funds  are  right 
for  you.  Dean  Witter  can  help  on  both  counts. 

Because  not  only  have  a  number  of  our  mutual  funds 
recently  received  some  of  Morningstar's  highest  overall 
ratings.  But  all  come  with  the  solid  advice  of  a  Dean  Witter 
Account  Executive.  Advice  geared  to  your  unique  financial 
situation  and  goals. 

Remember,  past  performance  cannot  guarantee  future 


results.  You  may  have  a  loss  or  gain  when  you  sell  you  shares. 
Foreign  securities  and  markets  pose  different  and  possibly  greater 
risks  than  those  customarily  associated  with  domestic  securities, 
including  currency  fluctuations  and  political  instability. 

So  now  the  only  question  is:  Why  haven't  you  talked  to 
Dean  Witter? 

Call  today  for  more 
information.  And  for 

the  Office  nearest  you.  www.deanwitter.com/intercapital 


We  Measure  Success  One  Investor  At  A  Time 


m 


DEAN  WITTER 


Ask  for  our  free  brochure  and  a  prospectus,  which  contains  complete  information  on  risks,  charges  and  expenses.  Read  the  prospectus  carefully  before  you  invest  or  bend  money. 

Morningstar  proprietary  ratings  reflect  historical  risk-adjusted  performance  through  June  30, 1997.  Overall  ratings  are  calculated  from  the  fund's  3-,  5-,  and  10-year 
average  annual  total  returns  (when  applicable)  in  excess  of  90-day  Treasury  bill  returns  (with  appropriate  fee  adjustments)  and  a  risk  factor  that  reflects  fund  perfor- 
mances below  90-day  T-bill  returns.These  ratings  are  subject  to  change  each  month.  Ten  percent  of  the  funds  in  an  investment  category  receive  5  stars  and  22.5% 
receive  4  stars.  Dean  Witter  Global  Dividend  Growth  Securities  received  5  stars  (of  525  international  equity  funds)  for  the  3-year  period.  Dean  Witter  European  Growth 
Fund  received  5  stars  for  the  following  periods:  5  years  (of  235  international  equity  funds)  and  3  years  (of  525  funds).  Dean  Witter  Dividend  Growth  Securities  received 
4  stars  for  the  following  periods:  1 0  years  (of  618  domestic  equity  funds),  5  years  (of  1 ,134  funds)  and  3  years  (of  1 ,997  funds).  Dean  Witter  Diversified  Income  Trust 
received  4  stars  for  the  following  periods:  5  years  (of  677  taxable  bond  funds)  and  3  years  (of  1 ,248  funds).  Dean  Witter  Short-Term  Bond  Fund  received  4  stars  for 
the  3-year  period  (of  1,248  taxable  bond  funds).  Past  performance  is  no  guarantee  of  future  results. 

©  1997  Dean  Witter  Distributors  Inc. 


Japanese  nameplates  are  scarce  on  PCs,  but  Japan  still  gets  a  nice  chunk 
of  the  action.  Silicon  Valley  would  do  well  to  guard  its  western  flank. 


Japan  inside 


By  Neil  Weinberg 


Stroll  the  aisles  of  your  local 
computer  store  and  you  won't  see 
many  Japanese  labels.  Look  inside 
the  boxes,  though,  and  it's  a  differ- 
ent story. 

Take  those  ubiquitous  portable 
PCs,  12  million  of  which  were  sold 
worldwide  last  year.  Most  of  them 
run  on  Intel  Corp.'s  microproces- 
sors, but  the  chip  constitutes  just 
12%  to  14%  of  the  average  portable's 
cost.  In  contrast,  18%  to  25%  of  the 
cost  lies  in  liquid  crystal  displays,  the 
vast  majority  of  which  are  as  Japan- 
ese as  the  chips  are  American. 

The  Japanese  will  probably  be  just 
as  dominant  in  the  likely  successor  to 


the  LCD:  the  plasma  display  flat  panel. 
Already  topping  out  at  42  inches 
diagonally,  plasma  displays  are  larger 
than  the  largest  cathode-ray  sets  and 
are  just  a  few  inches  thick.  As  TVs  and 
computers  converge,  plasma  displays, 
which  can  hang  on  the  wall,  are  likely 
to  find  their  way  into  living  rooms, 
meeting  rooms  and  lots  of  other 
places  where  large,  flat  screens  might 
come  in  handy.  Fujitsu,  Matsushita 
and  NEC  are  already  making  and  sell- 
ing these  products.  No  U.S.  firms 
have  even  a  foothold  in  the  business, 
despite  the  vast  range  of  potential  TV 
and  computer  applications. 

The  demand  for  portability  in 


computers  plays  to  Japan's  strengths. 
Sony  introduced  the  first  lithium-ion 
batteries  in  1991.  These  provide 
three  times  the  operating  voltage  and 
last  as  much  as  50%  longer  than  their 
similarly  sized  nickel-cadmium  and 
nickel-metal  hydride  predecessors. 
Sony  probably  commands  about  half 
the  $1  billion  (estimated  1996  sales) 
worldwide  market  and  expects  global 
lithium-ion  battery  sales  to  double 
this  year.  Other  Japanese  firms  are 
major  producers,  with  only  limited 
U.S.  competition. 

Even  in  components  like  hard  disk 
drives,  long  a  U.S.  preserve,  Japanese 
companies  are  making  inroads.  While 
a  U.S.  outfit,  Quantum  Corp.,  is  the 
world's  top  vendor  of  hard  disks  for 
desktop  PCs,  Matsushita-Kotobuki 
Electronics  Industries  of  Takamatsu, 
Japan  manufactures  Quantum's 
entire  hard  disk  lineup. 

In  the  market  for  2.5-inch  hard 
drives,  the  sort  used  in  portable  com- 
puters, Toshiba,  Fujitsu  and  Hitachi 

produced  more  than  half  the  12.6 
million  units  sold  last  year, 

according  to  idc  Japan.  Another 
Japanese  stronghold:  magneto-opti- 
cal disk  drives  used  to  back  up  hard 
drives  and  store  large  amounts 
of  data. 

In  digital  versatile  disk  technology 
(Forbes,  June  16),  destined  to 
become  standard  for  PCs  as  well  as 
for  home  entertainment,  Japanese 
firms  virtually  own  the  market 
already.  As  a  new  business,  making 
DVD  players  and  components  is  likely 
to  remain  more  profitable  than 
making  older,  finished  products. 
Analysts  at  BZW  Securities  (Japan) 
figure  that  Japan's  component 
makers  will  earn  gross  margins  of 
14.3%  this  fiscal  year,  versus  4.8%  for 
Japanese  consumer  electronics 
makers  overall. 

Teruaki  Aoki,  Sony  senior  vice 
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Jack  White  &  Company  ^  j. 


Charles  Schwab 
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K_ 

I  believe  investors  should  have 
access  to  any  investment  they 
choose.  That's  why  we  have 
created  the  ultimate  selection 
of  mutual  funds." 

Jack  White,  President 


Please  call  for  information  about  our  Mutual  Fund  Network  and  NoFee 
Network  as  well  as  our  comprehensive  scope  of  investor-oriented  services. 

JdckVJhite  &  Company 

www.jackwhiteco.com 

1  *800*  431  •  3500 

Recognized  as  the  #1  Discount  Brokerage  Firm  3  out  of  the  last  4  years  by 
SmartMoney,  The  Wall  Street  Journal  Magazine  of  Personal  Business 

9191  Towne  Centre  Drive,  Second  Floor*  San  Diego,  California  92122 

The  Nation's  Oldest  Discount  Broker 
Continuous  Management  Since  1 973 


SIPC 


president  in  charge  of  computer 
peripherals  and  components,  points 
out  that  his  company's  component 
production  hit  $8  billion  last  year 
and  says  Sony  wants  even  more.  "A 
PC  is  a  PC;  it's  a  commodity,"  says 
Aoki.  "We'd  like  to  control  all  the 
basic  functions  of  an  AV  [audio- 
visual] system,  including  the  [com- 
puter] CPU  and  hard  disk.  .  .  .  Sony's 
strategy  is  to  combine  computing, 
communications,  storage  and  input/ 
output." 

Matsushita  Electric  Industrial  Co. 
derived  about  25%  of  its  $62  billion 
in  sales  from  components  last  fiscal 
year  and  is  aiming  to  increase  that  to 
one-third  by  investing  heavily  in  flat- 
panel  displays,  storage  technology, 
batteries  and  other  devices.  "There's 
no  question  that  display  and  storage 

"If  we  ever  go  to  a  network 
box  or  interactive  TV, 
it  would  play  to  Japan's 
strengths  in  audio 
and  video  electronics." 


will  grow  with  the  computer  indus- 
try," explains  Kazuo  Mutoh,  a  gen- 
eral manager  in  Matsushita's  indus- 
trial sales  division. 

There's  more  to  this  drive  for  the 
computer's  innards  than  just  the  tra- 
ditional Japanese  lust  for  sales 
volume.  Toshiba  makes  40%  of  the 
world's  portable  PC  hard  disk  drives 
and  is  a  leading  supplier  of  LCD 
screens.  It's  no  accident  that  Toshi- 
ba is  also  the  world's  leading  maker 
of  notebook  PCs,  with  a  20%  global 
share  and  24%  of  the  U.S.  market  last 
year,  according  to  IDC  Japan. 

It  would,  therefore,  be  a  tremen- 
dous mistake  to  assume  that  the  U.S. 
domination  in  computers  will  last 
forever.  Listen  to  John  Stern,  senior 
vice  president  with  Tokyo's  Asia 
Technology  Information  Program: 
"Right  now  the  paradigm  is  the  PC, 
but  if  we  ever  go  to  a  network  box  or 
interactive  TV,  it  would  play  to 
Japan's  strengths  in  audio  and  video 
electronics." 

We  don't  mean  to  be  alarmist,  but 
we  hope  the  folks  in  Silicon  Valley 
are  watching  their  western  flank.  tM 
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For  over  137 years,  The  Guardian 
Life  Insurance  Company  's 
financial  strength  has  provided 
exceptional  protection  and  peace 
of  mind for  policyowners. 

The  Guardian's  consistent,  outstanding  financial 
performance  decade  after  decade,  through  bull 
markets  and  bear  markets,  has  provided  the 
financial  strength  to  protect  our  policyowners, 
pay  excellent  dividends  and  deliver  personal 
services  which  are  second  to  none.* 

Today,  The  Guardian  is  one  of  the  strongest  .■ 
financial  companies  in  America*  with  a  strong 
surplus  and  cash  flow,  a  superior  investment 
portfolio  of  highly  diversified  assets,  consistent 
profitability  and  a  clear  and  conservative  direction. 

Put  Some  Real  Muscle  In  Your 
Financial  Plan. 

Now  is  the  perfect  time  to  get  your  financial 
plans  in  shape.  Your  Guardian  representative 
will  be  glad  to  meet  with  you  and  show  you 
how  we  can  help  you  gain  without  the  pain. 

Call  1-800-662-1006  i  i 

or  visit  us  at  www.theguardian.com 

TheGuardiair 

The  Intelligent  Choice* 


1     8    6  JO- 


Life  Insurance  •  Employee  Benefits  &  401  (k) 
Disability  •  Mutual  Funds  &  Variable  Annuities 


'Financial  information  for  The  Guardian  Life  Insurance  Company  of  America, 
as  of  12/31/96  Assets  =$12  1  billion,  Liabilities  =  $10  9  billion  (includes  $8.5 

billion  in  reserves),  Surplus  =  $1  2  billion 

**401(k)  products  and  variable  annuities  are  issued  by.  The  Guardian  Insurance 
&  Annuity  Company  Inc  (GIAC),  a  wholly  owned  subsidiary  of  The  Guardian  Life 
Insurance  Company  of  America,  New  York,  N  Y  Securities  products  are  distributed 
by  Guardian  Investor  Services  Corporation  (GISC),  201  Park  Avenue  South,  New 
York,  N  Y,  1-800-221-3253;  Member  NASD.  SIPC  GISC  is  an  indirect  wholly 
owned  subsidiary  of  The  Guardian  Life  Insurance  Company  of  America 


Sandra  Lerner  got  rich  cofounding  Cisco  Systems.  Rather  than  using  the  money 
to  get  even  richer,  she's  spending  much  of  it  to  make  personal  statements. 


Does  pink  make  you  puke: 


By  Dana  Wechsler  Linden 

Heads  turn  as  42 -year-old  Sandra 
Lerner  strides  into  the  tea  room  of 
Manhattan's  Pierre  Hotel.  She's  not 
just  walking,  she's  making  a  state- 
ment. Most  of  the  room  reeks  of 
money  and  power:  elegant  business 
suits  and  expensive  hairdos.  Lerner  is 
virtually  shouting,  "Look  at  me — I 
can  afford  this  place  but  I'm  not  one 
of  you."  She  says  it  with  pale 
turquoise  nail  polish,  a  grunge-style, 
sheer  turquoise  shirt  and  magenta  hair 
hanging  limply  down  her  back. 

Considering  her  accomplishments, 
Sandra  Lerner  is  entitled  to  make  a 
statement  like  that.  With  Leonard 
Bosack,  she  founded  Cisco  Systems 
(1996  revenues:  $5.4  billion),  one  of 
Silicon  Valley's  biggest  success  stories. 
They  created  the  first  commercially 
successful  router,  a  device  that  enables 
once-incompatible  computers  in  far- 
off  computer  networks  to  communi- 
cate. In  1990  they  walked  away  with 
$170  million  after  being  booted  by 
the  professional  managers  the  firm's 
venture  capitalists  brought  in. 

As  she  munches  vegetarian  sand- 
wiches, Lerner  does  not  want  to  talk 
computer  routers.  She  wants  to  talk 
nail  polish — specifically,  the  hip  prod- 
uct line  made  by  her  new  company, 
Urban  Decay.  With  names  like  Uzi, 
Gash  and  Asphyxia,  the  vivid,  deep 
makeup  colors  are  supposed  to  reflect 
the  realities  of  the  urban  environment. 
Shattered  is  bluish-green  and  resem- 
bles a  shattered  car  windshield;  Roach 
is  dark  brown,  as  is  Rat;  Snow  is  not 
white  (think  urban) — it's  yellow. 

Hard-edged  stuff?  You  bet.  But  so 
far,  no  Cisco.  Urban  Decay  grossed 
less  than  $5  million  wholesale  in 
1996,  its  first  year  on  the  market. 
Never  mind.  Lerner's  making  a  sta 
ment  again.  "Fundamentally  I  w  just 
pissed  off  that  [cosmetics  firms  J 
telling  women  they  had  to  look  lik< 
Barbie,"  says  Lerner.  She  sneers  at  the 
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mention  of  the  ubiquitous  pink  and 
red  nail  polish  and  lipstick  shades.  "I 
think  we've  created  something  that  is 
about  choice.  You  don't  have  to  be 
afraid  of  anything  you  can  wash  off." 

Are  women  ready  for  this?  Lerner 
became  convinced  she  had  a  good 
idea  a  couple  of  years  ago  when  she 
noticed  Chanel's  Vamp,  a  black-red 
nail  polish  that  was  a  far  cry  from  the 


Urban  Decay  founder  Sandra  Lerner 
Barbie  really  bugged  her. 


traditional  pinks  and  reds.  Vamp  was 
hot.  Why  not  more  like  it? 

Lerner  and  her  financial  adviser, 
David  Soward,  now  president  of 
Urban  Decay,  spent  six  weeks  putting 
the  product  line  together.  "Does  pink 
make  you  puke?"  blared  the  first  ads. 

In  just  six  months  Urban  Decay  was 
in  stores  like  Fred  Segal,  a  chain  of 
super-trendy  Los  Angeles  boutiques. 
A  few  months  later,  and  having  gone 
through  nearly  $  1  million  in  Lcrner's 
seed  money,  Urban  Decay  had  its  own 
counters  in  Nordstrom.  Within  a  year 
Lerner  had  lots  of  imitators,  including 
industry  giant  Revlon,  which  came 
out  with  a  similar  line. 

Urban  Decay's  second  ad,  "Burn 
Barbie,  burn,"  had  to  be  dropped: 
Barbiemaker  Mattel  threatened  to  sue. 
Clearly,  Urban  Decay  had  gotten 
people's  attention. 

Lerner  has  been  getting  people's 
attention  since  she  was  a  kid.  She  was 
raised  by  two  aunts,  splitting  her  time 
between  a  California  cattle  ranch  and 
Beverly  Hills,  after  her  parents  split  up 
when  she  was  4  years  old.  She  started 
her  business  career  when  she  was  9, 
buying  a  steer,  selling  it  and  investing 
in  two  more.  By  the  time  she  went  to 
California  State  University,  Chico,  she 
had  30  head  of  registered  cattle.  She- 
went  on  to  Stanford,  where  she  did 
graduate  work  in  computational  math- 
ematics. She  met  Leonard  Bosack  at 
the  Stanford  computer  lab. 

He  was  a  little  different  from  most 
of  her  classmates.  "Nerd  culture  at 
Stanford  was  pretty  extreme,"  says 
Lerner.  "There  was  no  way  I  could 
have  taken  one  of  these  people  home 
to  meet  my  family.  But  Len's  clothes 
were  clean,  he  bathed,  and  he  knew 


how  to  use  silverware.  That  was 
enough.  I  was  enchanted."  At  Cisco, 
Bosack  was  the  technological  genius. 
Lerner  contributed  her  fierce  intensi- 
ty and  entrepreneurial  drive.  The 
couple  married  in  1980  and  have  since 
separated  but  remain  on  close  person- 
al terms.  The  two  talk  in  computer 
shorthand:  Lerner  says  "Control-D!" 
when  she  wants  Bosack  to  shut  up. 

Together  they  have  a  charitable 
foundation  and  trust  funded  with  70% 
of  the  money  from  the  sale  of  their 
Cisco  stock.  The  foundation  provides 
a  tax-advantaged  channel  for  pursuing 
their  idiosyncratic  interests.  The  foun- 
dation finances  a  wide  range  of  animal 
welfare  and  science  projects.  It  also 
bought  an  English  manor  house  once 
owned  by  Jane  Austen's  brother  that 
Lerner  plans  to  turn  into  a  research 
center  on  18th-  and  19th-century 
women  writers.  She  is  an  avid  collec- 
tor of  early  editions  by  these  authors. 

Lcrner's  personality  is  as  hard- 
edged  as  her  dress  and  manner.  She  is 
being  sued  by  her  horse  trainer  and 
former  close  friend,  Patricia  Holmes, 
with  whom  she  developed  the  first 
Urban  Decay  color,  Bruise.  Holmes 
claims  Lerner  breached  an  oral  con- 
tract to  share  ownership  of  the  com- 
pany. "She  didn't  have  a  role  in  the 
company,  and  my  gardener  didn't 
have  a  role  either,"  says  Lerner.  "She 
hung  on  for  a  while,  kind  of  in  a 
groupie  status,  because  she  was  my 
friend  and  she  had  my  horses." 

After  Lerner  wrote  a  letter  to 
Revlon  Cosmetics  U.S.A.  president, 
Kathy  Dwyer,  Revlon  sued  Urban 
Decay  asking  for  a  ruling  that  it  had 
not  infringed  on  Urban  Decay's  trade- 
mark. Lcrner's  letter  protested  that 
the  giant  company  had  "ripped  off" 
Urban  Decay's  products  with  its  new 
Street  Wear  line  of  alternative  colors. 
The  letter  began  "Does  pink  make 
you  puke?  I  doubt  it." 

Last  year  Urban  Decay  was  prof- 
itable, despite  its  meager  revenues. 
Cosmetics  margins  are  enormous:  A 
bottle  of  Urban  Decay  noil  polish 
costs  less  than  a  dollar  to  make  and 
sells  for  $6  to  retailers,  who  charge 
$11.  But  Lerner  says  she's  already 
bored.  "I  guess  the  things  that  were 
bugging  me  are  not  bugging  me  any- 
more," she  says.  "Blue-green  nail 
polish  is  really  mainstream  now."  ■■ 
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Houston's  BMC  Software  hasn't  put  the  lunatics  in  charge 
of  the  asylum,  but  it  does  give  them  a  piece  of  the  action. 

Making  the 
grandkids  happy 


By  Christopher  Palmeri 

bmc  Software  is  generous  with  its  increase  over  1995.  Its  stock  has 

employees.  It  can  afford  to  be.  Last  appreciated  more  than  36-fold  since 

year  BMC  earned  $164  million  on  its  initial  public  offering  in  1988. 

$563  million  in  revenues,  a  55%  Last  year  the  stock  doubled.  BMC's 


current  market  capitalization:  $5.9 
billion. 

BMC  says  a  very  tangible  thank- 
you  to  the  folks  who  make  it  all  pos- 


BMC  Software  Chairman  Max  Watson  and  some  of  his  happy  colleagues 

Are  a  car  wash  and  a  private  office  not  enough  for  you?  How  about  a  percentage  of  the  gross? 
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sible.  Employees  who  toil  at  the 
company's  suburban  Houston  office 
tower  can  take  advantage  of  a  subsi- 
dized car  wash,  a  bank  and  a  dry 
cleaner  on  the  premises.  At  BMC 
nearly  every  employee  has  an 
enclosed  private  office.  You  want  to 
work  on  weekends?  BMC  will  provide 
just  about  anyone  who  is  interested 
with  a  home  computer  and  a  high- 
speed telephone  line.  Pay?  We 
thought  you'd  ask.  The  average  bmc 
employee — excluding  executives — 
made  $85,000  last  year.  Over  30 
people  earned  $500,000  or  more  in 
cash  and  stock  awards. 


bmc's  specialty  is  products  for 
large  corporate  databases.  Concur- 
rent Reorg,  a  typical  BMC  product, 
allows  customers  like  telephone 
companies  and  banks  to  reduce  the 


amount  of  time  a  database  is  down 
for  maintenance  from  hours  to  min- 
utes. It  works  on  IBM's  well-estab- 
lished DB2  mainframe.  Last  year 
BMC  introduced  a  record  48  new 
products,  a  lot  of  activity  for  a  com- 
pany with  bmc's  level  of  sales. 

The  ideas  for  these  products  come 
almost  entirely  from  the  ranks.  (Now 
you  know  why  BMC  is  so  nice  to  its 
toiling  masses.)  It  offers  employees  a 
generous  package  of  salary,  bonuses 
and  stock  options,  but  tops  it  off  for 
software  developers  by  offering  them 
an  opportunity  to  own  a  piece  of  any 
sales  their  products  generate. 


bmc  pays  software  developers  an 
initial  5%  of  their  product's  revenues, 
working  its  way  down  to  zero  after 
five  years.  After  that  the  designer  can 
earn  an  additional  2%  of  revenues  by 


updating  the  product. 

"We're  not  talkin'  $40,000  year- 
end  bonuses,"  drawls  Max  Watson, 
bmc's  Louisiana-born  chairman. 
"We're  talkin'  money  that'll  make 
their  grandkids  happy." 

Watson  earned  over  $  1  million  last 
year.  But  two  bmc  employees  topped 
him.  At  a  company  awards  ceremo- 
ny held  in  April,  93  software  devel- 
opers won  free  cruises.  Three  of 
them  earned  a  special  prize  of  a 
Remington  sculpture  and  a  trip  on 
the  Orient  Express  when  their  prod- 
ucts topped  $25  million  in  sales. 

BMC  can  afford  to  reward  produc- 
tive employees  because  it  doesn't 
spend  much  on  marketing.  Since  its 
mainframe  software  products  are 
focused  on  a  narrow  range  of  cus- 
tomers, bmc  has  for  years  relied  on  a 
telephone-based  sales  model,  bmc 
salesmen  call  up  a  corporate  com- 
puter executive  and  offer  to  send  a 
copy  of  a  new  bmc  product  on  a  trial 
basis.  These  trials  often  turn  into 
sales,  without  a  lot  of  wining,  dining 
and  advertising.  As  a  result,  bmc  last 


The  average  BMC  employee — excluding  executives- 
made  $85,000  last  year.  Over  30  people  earned 
$500,000  or  more  in  cash  and  stock  awards. 
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a  royalty 
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profitable 
high-tech 
companies. 


year  earned  more  than  $99,000  per 
employee,  according  to  Forbes' 
annual  survey  of  corporate  profits. 
That  bested  every  software  company 
but  Microsoft,  which  earned 
$115,000  per  employee,  thanks  to 
its  monopoly  on  personal  computer 
operating  systems. 

But  large  corporate  mainframes 
are  losing  ground  to  networks  of 
PCs.  And  that  means  bmc's  market  is 
getting  more  diffused,  bmc  is  now 
sending  salespeople  on  the  road 
more,  and  it  is  partnering  with  other 
computer  companies  to  resell  its 
products. 

It  is  also  broadening  its  lines  to 
include  more  PC-oriented  software. 
Last  year  Cody  Menard,  a  recent 
BMC  recruit,  helped  create  a  new 
product  that  searches  for  problems 
on  networks  run  by  software  from 
Germany's  SAP  AG. 

Nearly  20%  of  bmc's  sales  now 
come  from  so-called  client/server 
products. 

Would  bmc's  unique  compensa- 
tion program  work  in  other  busi- 


nesses? Is  the  idea  of  giving  develop- 
ers a  piece  of  the  action  applicable  to 
other  companies?  Apparently. 

bmc's  compensation  plan  was 
devised  by  company  founder  John  J. 
Moores,  a  former  programmer  at 
Shell  Oil  who  formed  BMC  in  1980. 
Back  then,  Moores  didn't  have  any 
money  and  he  needed  a  way  to 
attract  top  talent  cheaply.  Moores 
left  bmc  in  1988  and  has  since  sold 
all  of  his  shares. 

Besides  buying  the  San  Diego 
Padres  baseball  team,  Moores  invest- 
ed in  San  Diego-based  Peregrine 


Systems,  a  maker  of  software  that 
helps  corporate  computer  specialists 
solve  user  problems. 

He  lured  several  top  BMC  employ- 
ees to  Peregrine  and  instituted  a  sim- 
ilar programmer  compensation  plan. 

Earlier  this  year  Moores  took 
Peregrine  public.  His  63%  of  the 
company — which  cost  him  around 
$13  million — is  now  worth  $153 
million.  The  Moores  piece-of-the- 
action  compensation  package  seems 
to  work  well  in  the  software  indus- 
try. It  would  seem  to  be  worth  a  try 
elsewhere. 


You  thought  Bill  Clinton's  hometown  was  in  redneck' 
country?  Maybe  so— but  folks  there  like  their  Calvin 
Klein  and  Ralph  Lauren  just  like  other  Americans  do. 

Smelling  nice 
for  choir  practice 


By  Christopher  Palmeri 

Hope,  Ark.  is  the  birthplace  of  Bill 
Clinton.  If  that  doesn't  turn  you  on, 
it  also  holds  the  world's  record  for 
growing  the  largest  watermelon  ever 
(260  pounds).  What  Hope  has  not 
been  known  for  is  stylish  shopping. 
With  a  population  of  under  13,000 — 
and  a  median  household  income  of 
$17,800— it  supported  a  Wal-Mart 
and  not  much  else.  The  nearest  mall 
is  in  Texarkana,  35  miles  away. 

Enter  Houston-based  Stage  Stores 
Inc.  Why  should  the  citizens  of  Hope 
have  to  drive  long  distances  for  labels 
like  Calvin  Klein  and  Ralph  Lauren's 
Chaps  line?  Stage  bought  a  flounder- 
ing Shreveport,  La. -based  chain  of 
small  department  stores,  which 
included  a  sleepy  branch  in  sleepy 
Hope,  and  began  remodeling  and 
restocking  the  stores.  Out  went  down 
market  apparel  comparable  to  Wal- 
Mart.  In  came  Calvin  Klein,  Liz  Clai- 
borne and  Guess?. 

Who  says  small-town  folks  are 
hicks?  The  store  in  Hope,  renamed 
Stage,  is  on  track  to  do  $2.1  million 
this  year,  three  times  its  volume 
before  the  makeover.  Stage  Stores 
Chairman  Carl  Tooker  understands 
that  small-town  people  watch  the 
same  TV  and  read  the  same 
national  publications  as  big- 
city  folk,  and  are  exposed  to  1 
the  same  retailing  icons.  ^ 

Stage  stepped  into  a  vacuum 
created  by  Wal-Mart.  Companies 
like  Nike  and  Levi  Strauss  won't 
sell  to  Wal-Mart,  for  fear  of  turning 
off  higher-end  customers.  Yet  the 
retailing  revolution  that  Wal-Mart 
led  destroyed  many  small  stores  that 
once  carried  up  market  brands. 
Stage  management  figured  these 
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small  towns  still  had  citizens  affluent 
enough  to  pay  up  for  prestigious 
labels. 

In  just  the  last  three  years  acquisi- 
tions and  new  stores  expanded  Stage's 
store  count  from  188  to  577.  Public 
since  last  year,  Stage  should  earn  $32 
million,  or  $1.23  per  share,  in  1997 
on  sales  of  over  $1  billion.  Its  8.8% 
operating  margin  is  second  only  to 
the  excellently  run  May  Department 
Stores. 

Needless  to  say,  Stage's  small  town 
stores  don't  generate  the  sales  volume 
that  big  city  stores  do.  But  Stage  store 
managers,  at  $30,000  per  year,  earn 
one -third  less  than  their  urban  coun- 
terparts do.  Rent  at  Stage's  small- 
town stores  averages  $3  per  square 
foot  versus  $8  in  the  city.  With  low 
costs  and  typical  department  store 
markups,  Stage  can  make  money  on 
relatively  low  sales  per  square  foot. 

Tooker  must  watch  his  price  points: 
He  says  Tommy  Hilfiger  and  Nautica 
are  too  dear  for  his  customers.  Still, 
a  Stage  store  in  Russellville,  Ark. 
does  do  a  big  business  in  Dr. 
Martens  footwear:  for  example,  pink 
floral  combat  boots  for  toddlers  at 


$70  a  pair.  On  a  recent  visit  to  the 
store  in  Hope,  73-year-old  Londell 
Williamson  ambled  in  with  his  plaid 
shirt  untucked  and  a  baseball  cap 
pulled  down  low  on  his  head.  He 
bought  a  $35  bottle  of  Calvin  Klein's 
Eternity  cologne  and  explained  to  a 
reporter:  "I  don't  know  why  I'm 
spending  $35  on  this,  but  I  sing  in 
two  choirs  and  I  got  to  look  nice." 

Carl  Tooker,  49,  a  veteran  of  May 
and  Federated  Department  Stores, 
has  based  his  growth  strategy  on 
acquiring  lagging  chains  of  small 
department  stores  and  upgrading 
them  in  both  merchandise  and 
ambiance. 

The  upgrading  includes  aggressive 
building  of  Stage's  private  label  credit 
card.  On  average,  Stage  gets  a  high 
53%  of  sales  from  these  cards.  Tooker 
actively  mines  Stage's  list  of  credit 
card  customers  and  generates  addi- 
tional business  by  mailing  20%-off 
coupons  and  other  promotions.  He 
gives  store  managers  a  lot  of  leeway  in 
sponsoring  local  events,  from  water- 
melon pitches  to  fiddling  contests. 

Tooker  hopes  to  keep  his  momen- 
tum up  with  the  mid-Iuly  acquisition 
of  the  224-store  C.R.  Anthony  chain, 
based  in  Oklahoma  City.  It  currently 
averages  $99  in  sales  per  square  foot, 
one-third  less  than  Stage's  small-town 
average.  If  Tooker  can  get  these  new 
stores  up  to  snuff,  he  will  be  adding 
considerably  to  Stage's  revenues  and 
bottom  line. 

But  the  real  test  will  come  in 
the  next  recession.  When  the  people 
in  Hope  and  similar  towns  are  less 
flush,  they  may  well  desert  Stage 
for  Wal-Mart,  choosing  value 
over    image.    That's  the 
potential  flaw  in  the  Stage 
strategy.  M 
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Stage  Stores' 
chairman, 
Carl  Tooker 
The  difference 
is  the  brands. 


Ironically,  some  of  the  business 
practices  that  are  designed  to  save  you 
money  can  actually  put  your  bottom  line 
at  risk.  For  example,  outsourcing  can 
lead  you  to  utilize  vendors  that  may  not 
be  integrated  into  your  loss  prevention 
program.  Consolidation  has  eliminated 
redundancy,  and  for  those  utilizing  Just 
In  Time  Production,  there's  no  inventory 
if  your  manufacturing  system  happens 
to  shut  down.  And  just  where  does  that 
leave  your  product?  Off  the  shelves. 


IT  LOOKS  EVEN  SCARIER 
ON  A  BALANCE  SHEET. 

The  key  to  global  risk  management  in 
this  business  environment,  then,  is  a 
partner  who  offers  expertise  in  helping 
customers  manage  risk.  A  partner  such 
as  Allendale  Insurance.  We  can  measure 
and  quantify  exposure  in  places  you 
didn't  even  know  you  were  vulnerable. 
And  with  offices  and  partners  around 
the  world,  we  can  help  advise  you  on 
local  regulations  and  conditions.  Equally 
important,  we  can  do  all  of  this  cost 
effectively.  Because  as  devastating  as 
a  catastrophic  fire  is  in  person,  it  can 
be  just  as  devastating  on  paper. 


n  997,  Allendale 
Johnsir.i:  ! 


,  1J  0.  Box  7500, 
.and  02919 


At  your  age, 
with  your  high  cholesterol, 
what's  your  risk 
of  a  first  heart  attack? 


If  you  have  high  cholesterol,  figure  your  risk  of  a  first  heart  attack. 


Fill  in  your  points  for  each  risk  factor. 


2pts. 
3  pts. 


40  to  48 
49  to  53 


2  pts.  45  to  54 

3  pts.  55  to  73 


4  pts.  54+ 


4  pts.  74+ 


J  Age:  Men 

Opts.  Less  than  35 
1  pt.    35  to  39 

J  Age:  Women 

Opts.  Less  than 42 

1  pt.    42  to  44 

jj  Family  History: 

2  pts .  My  family  has  a  history  of  heart  disease  or  heart 

attacks  before  the  age  of  60 

Inactive  Lifestyle: 

1  pt.    I  rarely  exercise  or  do  anything  physically 
demanding 

^  Weight: 

1  pt.    I'm  more  than  20  lbs.  over  my  ideal  weight 

Jj  Smoking: 

1  pt.    I'm  a  smoker 

Diabetic: 

1  pt.    Male  Diabetic 

2  pts.  Female  Diabetic 


Jj  Total  Cholesterol  Level: 

Opts.  Less  than  240 mg/dL 

1  pt.    240  to  315  mg/dL 

2  pts.  More  than  315  mg/dL 

J  HDL  Level  (good  cholesterol): 

Opts.  39  to 59  mg/dL 

1  pt.    30  to  38  mg/dL 

2  pts.  Under  30  mg/dL 
-1  pt.   Over  60  mg/dL 

Blood  Pressure: 

I  don't  take  blood  pressure  medication;  my  blood 
pressure  is: 

(Use  your  top  or  higher  blood  pressure  number) 
Opts.  Less  than  140  mmHg 

1  pt.    140  to  170  mmHg 

2  pts.  Greater  than  170  mmHg 
(or) 

1  pt.    I  am  currently  taking  blood 
pressure  medication 


□ 


□ 


Total  Points 


If  you  scored  4  points  or  more,  you  could  be  at  above  average  risk  of  a  first  heart  attack 
compared  to  the  general  adult  population.  The  more  points  you  score,  the  greater  your  risk. 


1  you  have  already  had  a  heart  attack  or  have  heart  disease,  your  heart  attack  risk 
i  significantly  higher.  Only  your  doctor  can  evaluate  your  risk  and  recommend 
treatment  plans  to  reduce  your  risk.  If  you  don't  know  your  cholesterol  level  or 

blood  pressure,  ask  your  doctor  if  your  levels  should  be  checked. 

Pre  ided     m  educational  service  from  Bristol-Myers  Squibb  Company. 


American  Heart 
Association 
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Fighting  Heart  Disease 
and  Stroke 


Pravachol,  in  combination  with  diet,  is 
proven  to  reduce  the  risk  of  a  first  heart 
attack,  reduce  the  risk  of  death  from 
heart  disease,  and  reduce  the  need  for 
surgery  to  clear  blocked  coronary 


arteries  (such  as  bypass  or  angioplasty) 
based  on  a  landmark  study  including 
over  6,500  males  with  high  cholesterol 
and  no  evidence  of  heart  disease. 
Because  Pravachol  is  a  prescription 


drug,  you  should  ask  your  doctor  or 
healthcare  professional  if  Pravachol  is 
right  for  you.  Some  mild  side  effects, 
such  as  slight  rash  or  stomach  upset, 
occur  in  about  2-4%  of  patients. 


PB»CHOL 

Proven  to  help  prevent 
first  heart  attacks  in  people 
with  high  cholesterol. 


Pravachol  is  the  only  cholesterol- 
lowering  drug  of  its  kind  proven  to 
help  prevent  first  heart  attacks.  And  the 

grim  fact  is,  up  to  33  %  of  people  do  not 
survive  their  first  heart  attack.  Improving 
your  diet  and  exercise  is  an  important 
first  step,  but  may  not  be  enough.  So  ask 


your  doctor  about  Pravachol.  It  reduces 
the  risk  of  a  first  heart  attack  and  the  need 
for  surgery  to  clear  blocked  coronary 
arteries.  Pravachol  has  been  prescribed 
by  doctors  for  millions  of  men  and 
women  worldwide.  It  could  help  you  live 
a  longer,  healthier  life. 


PIMCHOL 

pravastatin  sodium 


ASK  your  doctor  if  PRAVACHOL  is  right  for  you.  Or  call 
1-800-PRE  VENT  for  information  on  first  heart  attack  prevention 
including  a  free  brochure  from  the  American  Heart  Association. 
It's  all  provided  by  Bristol-Myers  Squibb. 


Proven  to  help  prevent 
first  heart  attacks. 


Visit  our  Web  site  at  www.pravachol.com 

Pravachol  should  not  be  taken  by 
women  who  are  pregnant  or  nursing, 
people  who  are  allergic  to  any  of  its 
ingredients  or  by  anyone  with  liver 
disease.  Your  doctor  may  perform  simple 


blood  tests  to  check  your  liver  function 
before  and  during  treatment  with 
Pravachol.  Muscle  pain  or  weakness 
could  be  a  sign  of  a  rare  but  serious  side 
effect  and  should  be  reported  to  your 


doctor  right  away.  Be  sure  your  doctor 
knows  about  other  medications  you  may 
be  taking  in  order  to  avoid  any  possible 
serious  drug  interactions.  Please  see 
important  information  on  the  next  page. 


PRAVACHOL® 

Pravastatin  Sodium  Tablets 

CONTRAINDICATIONS:  Hypersensitivity  to  any  component  of  this  medication  Active  liver  disease  or  unexplained,  persistent 
elevations  In  liver  function  tests  (see  WARNINGS)  Pregnancy  and  lactation  Atherosclerosis  is  a  chronic  process  and 
discontinuation  of  lipid-lowering  drugs  during  pregnancy  should  have  little  impact  on  the  outcome  of  long-term  therapy  ot 
primary  hypercholesterolemia.  Cholesterol  and  other  products  of  cholesterol  biosynthesis  are  essential  components  tor  fetal 
development  (including  synthesis  of  steroids  and  cell  membranes).  Since  HMG-CoA  reductase  inhibitors  decrease  cholesterol 
synthesis  and  possibly  the  synthesis  of  other  biologically  active  substances  derived  from  cholesterol,  they  may  cause  fetal  harm 
when  administered  to  pregnant  women  Therefore,  HMG-CoA  reductase  inhibitors  are  contramdicated  during  pregnancy  and  in 
nursing  mothers  Pravastatin  should  be  administered  to  women  of  childbearing  age  only  when  such  patients  are  highly 
unlikely  to  conceive  and  have  been  informed  of  the  potential  hazards.  If  the  patient  becomes  pregnant  while  taking  this 
class  of  drug,  therapy  should  be  discontinued  and  the  patient  apprised  ot  the  potential  hazard  to  the  fetus. 
WARNINGS:  Liver  Enzymes:  HMG-CoA  reductase  inhibitors,  like  some  other  lipid-lowering  therapies,  have  been  associated 
with  biochemical  abnormalities  of  liver  function.  Increases  of  serum  transaminase  (ALT.  AST)  values  to  more  than  3  times  the 
upper  limit  of  normal  occurring  on  2  or  more  (not  necessarily  sequential)  occasions  have  been  reported  in  13%  ot  patients 
treated  with  pravastatin  in  the  US  over  an  average  period  of  18  months.  These  abnormalities  were  not  associated  with 
cholestasis  and  did  not  appear  to  be  related  to  treatment  duration  In  those  patients  in  whom  these  abnormalities  were  believed 
to  be  related  to  pravastatin  and  who  were  discontinued  from  therapy,  the  transaminase  levels  usually  fell  slowly  to  pretreatment 
levels.  These  biochemical  findings  are  usually  asymptomatic  although  worldwide  experience  indicates  that  anorexia,  weakness, 
and/or  abdominal  pain  may  also  be  present  in  rare  patients  In  the  largest  long-term  placebo-controlled  clinical  trial  with 
pravastatin  (Pravastatin  Primary  Prevention  Study;  See  Clinical  Pharmacology),  the  overall  incidence  of  AST  and/or  ALT 
elevations  to  gi  eater  than  three  times  the  upper  limit  of  normal  was  1  05%  in  the  pravastatin  group  as  compared  to  0  75%  in 
the  placebo  group.  One  (0.03%)  pravastatin-treated  patient  and  2  (0  06%)  placebo -treated  patients  were  discontinued  because 
of  transaminase  elevations  Ot  the  patients  with  normal  liver  function  at  week  1 2.  three  of  2875  treated  with  pravastatin 
(0. 1 0%)  and  one  of  the  291 9  placebo  patients  (0.03%)  had  elevations  of  AST  greater  than  three  times  the  upper  limit  of  normal 
on  two  consecutive  measurements  and/or  discontinued  due  to  elevations  in  transaminase  levels  during  the  4  8  years  (median 
treatment)  of  the  study  it  is  recommended  that  liver  function  tests  be  performed  prior  to  and  at  12  weeks  following 
initiation  of  therapy  or  the  elevation  of  dose.  Patients  who  develop  increased  transaminase  levels  or  signs  and  symptoms 
of  liver  disease  should  be  monitored  with  a  second  liver  function  evaluation  to  confirm  the  finding  and  be  followed  thereafter 
with  frequent  liver  function  tests  until  the  abnormality(ies)  return  to  normal  Should  an  increase  in  AST  or  ALT  of  three  times  the 
upper  limit  of  normal  or  greater  persist,  withdrawal  of  pravastatin  therapy  is  recommended  Active  liver  disease  or  unexplained 
transaminase  elevations  are  contraindications  to  the  use  of  pravastatin  (see  CONTRAINDICATIONS)  Caution  should  be 
exercised  when  pravastatin  is  administered  to  patients  with  a  history  of  liver  disease  or  heavy  alcohol  ingestion  (see  CLINICAL 
PHARMACOLOGY:  Pharmacokinetics/Metabolism)  Such  patients  should  be  closely  monitored,  started  at  the  lower  end  of 
the  recommended  dosing  range,  and  titrated  to  the  desired  therapeutic  effect  Skeletal  Muscle:  Rare  cases  of 
rhabdomyolysis  with  acute  renal  failure  secondary  to  myoglobinuria  have  been  reported  with  pravastatin  and  other 
drugs  in  this  class.  Uncomplicated  myalgia  has  also  been  reported  in  pravastatin-treated  patients  (see  AOVERSE 
REACTIONS)  Myopathy,  defined  as  muscle  aching  or  muscle  weakness  in  conjunction  with  increases  in  creatine 
phosphokinase  (CPK)  values  to  greater  than  10  times  the  upper  normal  limit,  was  rare  (<  01%)  in  pravastatin  clinical  trials. 
Myopathy  should  be  considered  in  any  patient  with  diffuse  myalgias,  muscle  tenderness  or  weakness,  and/or  marked  elevation 
of  CPK  Patients  should  be  advised  to  report  promptly  unexplained  muscle  pain,  tenderness  or  weakness,  particularly  if 
accompanied  by  malaise  or  fever  Pravastatin  therapy  should  be  discontinued  if  markedly  elevated  CPK  levels  occur  or 
myopathy  is  diagnosed  or  suspected.  Pravastatin  therapy  should  also  be  temporarily  withheld  in  any  patient 
experiencing  an  acute  or  serious  condition  predisposing  to  the  development  of  renal  failure  secondary  to 
rhabdomyolysis,  e.g.,  sepsis;  hypotension;  major  surgery;  trauma;  severe  metabolic,  endocrine,  or  electrolyte 
disorders;  or  uncontrolled  epilepsy.  The  risk  of  myopathy  during  treatment  with  another  HMG-CoA  reductase  inhibitor  is 
increased  with  concurrent  therapy  with  either  erythromycin,  cyclosporine,  niacin,  or  fibrates  However,  neither  myopathy  nor 
significant  increases  in  CPK  levels  have  been  observed  in  three  reports  involving  a  total  of  100  post-transplant  patients  (24 
renal  and  76  cardiac)  treated  for  up  to  two  years  concurrently  with  pravastatin  10-40  mg  and  cyclosporine.  Some  of  these 
patients  also  received  other  concomitant  immunosuppressive  therapies  In  one  single-dose  study,  pravastatin  levels  were  found 
to  be  increased  in  cardiac  transplant  patients  receiving  cyclosporine  Further,  in  clinical  trials  involving  small  numbers  of 
patients  who  were  treated  concurrently  with  pravastatin  and  niacin,  there  were  no  reports  of  myopathy  Also,  myopathy  was  not 
reported  in  a  trial  of  combination  pravastatin  (40  mg/day)  and  gemfibrozil  (1200  mg/day),  althougn  4  of  75  patients  on  the 
combination  showed  marked  CPK  elevations  versus  one  of  73  patients  receiving  placebo  There  was  a  trend  toward  more 
frequent  CPK  elevations  and  patient  withdrawals  due  to  musculoskeletal  symptoms  in  the  group  receiving  combined  treatment 
as  compared  with  the  groups  receiving  placebo,  gemfibrozil,  or  pravastatin  monotherapy  (see  PRECAUTIONS:  Drug 
Interactions)  The  use  of  fibrates  alone  may  occasionally  be  associated  with  myopathy.  The  combined  use  of 
pravastatin  and  fibrates  should  be  avoided  unless  the  benefit  of  further  alterations  in  lipid  levels  is  likely  to  outweigh 
the  increased  risk  of  this  drug  combination. 

PRECAUTIONS:  General:  Pravastatin  may  elevate  creatinine  phosphokinase  and  transaminase  levels  (see  ADVERSE 
REACTIONS)  This  should  be  considered  in  the  differential  diagnosis  of  chest  pain  in  a  patient  on  therapy  with  pravastatin 
Homozygous  Familial  Hypercholesterolemia.  Pravastatin  has  not  been  evaluated  in  patients  with  rare  homozygous  familial 
hypercholesterolemia.  In  this  group  of  patients,  it  has  been  reported  that  HMG-CoA  reductase  inhibitors  are  less  effective 
because  the  patients  lack  functional  LDL  receptors  Renal  Insufficiency  A  single  20  mg  oral  dose  of  pravastatin  was 
administered  to  24  patients  with  varying  degrees  of  renal  impairment  (as  determined  by  creatinine  clearance)  No  effect  was 
observed  on  the  pharmacokinetics  of  pravastatin  or  its  3a-hydroxy  isomeric  metabolite  (SQ  31 ,906).  A  small  increase  was  seen 
in  mean  AUC  values  and  half-life  IV/.)  for  the  inactive  enzymatic  ring  hydroxylation  metabolite  (SQ  31 ,945).  Given  this  small 
sample  size,  the  dosage  administered,  and  the  degree  of  individual  variability,  patients  with  renal  impairment  who  are  receiving 
pravastatin  should  be  closely  monitored  Information  for  Patients:  Patients  should  be  advised  to  report  promptly  unexplained 
muscle  pain,  tenderness  or  weakness,  particularly  if  accompanied  by  malaise  or  fever.  Drug  Interactions:  Immunosuppressive 
Drugs,  Gemfibrozil,  Niacin  (Nicotinic  Acid),  Erythromycin.  See  WARNINGS:  Skeletal  Muscle  Antipyrine:  Since  concomitant 
administration  of  pravastatin  had  no  effect  on  the  clearance  of  antipyrine,  interactions  with  other  drugs  metabolized  via  the 
same  hepatic  cytochrome  isozymes  are  not  expected.  Cholestyramine/Colestipol:  Concomitant  administration  resulted  in  an 
approximately  40  to  50%  decrease  in  the  mean  AUC  of  pravastatin  However,  when  pravastatin  was  administered  1  hour  before 
or  4  hours  after  cholestyramine  or  1  hour  before  colestipol  and  a  standard  meal,  there  was  no  clinically  significant  decrease  in 
bioavailability  or  therapeutic  effect.  (See  DOSAGE  AND  ADMINISTRATION:  Concomitant  Therapy )  Warfarin.  In  a  study 
involving  10  healthy  male  subjects  given  pravastatin  and  warfarin  concomitantly  for  6  days,  bioavailability  parameters  at  steady 
state  for  pravastatin  (parent  compound)  were  not  altered  Pravastatin  did  not  alter  the  plasma  protein-binding  of  warfarin 
Concomitant  dosing  did  increase  the  AUC  and  Cmax  of  warfarin  but  did  not  produce  any  changes  in  its  anticoagulant  action 
(i.e.,  no  increase  was  seen  in  mean  piothrombin  time  after  6  days  of  concomitant  therapy).  However,  bleeding  and  extreme 
prolongation  of  prothrombin  time  Iks  been  reported  with  another  drug  in  this  class  Patients  receiving  warfarin-type 
anticoagulants  should  have  their  prothrombin  times  closely  monitored  when  pravastatin  is  initiated  or  the  dosage  of  pravastatin 
is  changed.  Cimetidine  The  AUCu -m  h  tor  pravastatin  when  given  with  cimetidine  was  not  significantly  different  from  the  AUC 
for  pravastatin  when  given  alone  A  significant  difference  was  observed  between  the  AUC's  for  pravastatin  when  given  with 
cimetidine  compared  to  when  administered  with  antacid.  Digoxm  In  a  crossover  trial  involving  18  healthy  male  subjects  given 
pravastatin  and  digoxin  concurrently  for  9  days,  the  bioavailability  parameters  of  digoxm  were  not  affected  The  AUC  of 
pravastatin  tended  to  increase,  but  the  overall  bioavailability  of  pravastatin  plus  its  metabolites  SQ  31 .906  and  SQ  31 .945  was 
not  altered.  Cyclosporine:  Some  investigators  have  measured  cyclosporine  levels  in  patients  on  pravastatin,  and  to  date,  these 
results  indicate  no  clinically  meaningful  elevations  in  cyclosporine  levels  In  one  single-dose  study,  pravastatin  levels  were 
found  to  be  increased  in  cardiac  transplant  patients  receiving  cyclosporine.  Gemfibrozil:  In  a  crossover  study  in  20  healthy  male 
volunteers  given  concomitant  single  doses  of  pravastatin  and  gemfibrozil,  there  was  a  significant  decrease  in  urinary  excretion 
and  protein  binding  ot  pravastatin.  In  addition,  there  was  a  significant  increase  in  AUC,  Cmax,  and  Tmax  for  the  pravastatin 
metabolite  SQ  31.906  Combination  therapy  with  pravastatin  and  gemfibrozil  is  generally  not  recommended  In  interaction 
studies  with  aspirin,  antacids  (1  hour  prior  to  PRAVACHOL),  cimetidine.  nicotinic  acid,  or  probucol,  no  statistically  significant 
differences  in  bioavailability  were  seen  when  PRAVACHOL  (pravastatin  sodium)  was  administered  Other  Drugs:  During  clinical 
trials,  no  noticeable  drug  interactions  were  reported  when  PRAVACHOL  was  added  to:  diuretics,  antihypertensives,  digitalis,  ACE 
inhibitors,  calcium  channel  blockers,  beta-blockers,  or  nitroglycerin  Endocrine  Function:  HMG-CoA  reductase  inhibitors 
interfere  with  cholesterol  synthesis  and  lower  circulating  cholesterol  levels  and.  as  such,  might  theoretically  blunt  adrenal  or 
gonadal  steroid  hormone  production  Results  of  clinical  trials  with  pravastatin  in  males  and  post-menopausal  females  were 
inconsistent  with  regard  to  possible  effects  of  the  drug  on  basal  steroid  hormone  levels.  In  a  study  of  21  males,  the  mean 
testosterone  response  to  human  chorionic  gonadotropin  was  significantly  reduced  (p<  0  004}  after  16  weeks  of  treatment  with 
40  mg  of  pravastatin  However,  the  percentage  of  patients  showing  a  >  50%  rise  in  plasma  testosterone  after  human  chorionic 
gonadotropin  stimulation  did  not  change  significantly  after  therapy  in  these  patients.  The  effects  of  HMG-CoA  reductase 
inhibitors  on  spermatogenesis  and  fertility  have  not  been  studied  in  adequate  numbers  of  patients.  The  effects,  if  any,  of 
pravastatin  on  the  pituitary-gonadal  axis  in  pre-menopausal  females  are  unknown  Patients  treated  with  pravastatin  who 
display  clinical  evidence  of  endocrine  dysfunction  should  be  evaluated  appropriately  Caution  should  also  be  exercised  if  an 
HMG-CoA  reductase  inhibitor  or  other  agent  used  to  lower  cholesterol  levels  is  administered  to  patients  also  receiving  other 
drugs  (e.g.,  ketoconazole,  spironolactone,  cimetidine)  that  may  diminish  the  levels  or  activity  of  steroid  hormones  CNS  Toxicity: 
CNS  vascular  lesions,  characterized  by  perivascular  hemorrhage  and  edema  and  mononuclear  cell  infiltration  ot  perivascular 
spaces,  were  seen  in  dogs  treated  with  pravastatin  at  a  dose  of  25  mg/kg/day,  a  dose  that  produced  a  plasma  drug  level  about 
50  times  higher  than  the  mean  drug  level  in  humans  taking  40  mg/day.  Similar  CNS  vascular  lesions  have  been  observed  with 
several  other  drugs  in  this  class.  A  chemically  similar  drug  In  this  class  produced  optic  nerve  degeneration  (Wallerian 
degeneration  of  retinogeniculate  fibers)  in  clinically  normal  dogs  in  a  dose-dependent  fashion  starting  at  60  mg/kg/day,  a  dose 
that  produced  mean  plasma  drug  levels  about  30  times  higher  than  the  mean  drug  level  in  humans  taking  the  highest 
vommended  dose  (as  measured  by  total  enzyme  inhibitory  activity)  This  same  drug  also  produced  vestibulocochlear 
.an- like  degeneration  and  retinal  ganglion  cell  chromatolysis  in  dogs  treated  for  14  weeks  at  180  mg/kg/day,  a  dose 
ted  m  a  mean  plasma  drug  level  similar  to  that  seen  with  the  60  mg/kg/day  dose  Carcinogenesis,  Mutagenesis, 


Impairment  of  Fertility:  In  a  2-year  study  in  rats  fed  pravastatin  at  doses  of  10,  30,  or  100  mg/kg  body  weight,  there  was  an 
increased  incidence  of  hepatocellular  carcinomas  in  males  at  the  highest  dose  (p  <  0  01)  Although  rats  were  given  up  to  125 
times  the  human  dose  (HD)  on  a  mg/kg  body  weight  basis,  serum  drug  levels  were  only  6  to  1 0  times  higher  than  those 
measured  in  humans  given  40  mg  pravastatin  as  measured  by  AUC  The  oral  administration  of  10, 30,  or  100  mg/kg  (producing 
plasma  drug  levels  approximately  0.5  to  5  0  times  the  human  drug  levels  at  40  mg)  of  pravastatin  to  mice  for  22  months 
resulted  in  a  statistically  significant  increase  in  the  incidence  of  malignant  lymphomas  in  treated  females  when  all  treatment 
groups  were  pooled  and  compared  to  controls  (p  <  0  05).  The  incidence  was  not  dose-related  and  male  mice  were  not  afiected. 
A  chemically  similar  drug  in  this  class  was  administered  to  mice  for  72  weeks  at  25. 1 00,  and  400  mg/kg  body  weight,  which 
resulted  in  mean  serum  drug  levels  approximately  3, 1 5,  and  33  times  higher  than  the  mean  human  serum  drug  concentration 
(as  total  inhibitory  activity)  after  a  40  mg  oral  dose  Liver  carcinomas  were  significantly  increased  in  high-dose  females  and 
mid-  and  high-dose  males,  with  a  maximum  incidence  of  90  percent  in  males  The  incidence  of  adenomas  of  the  liver  was 
significantly  increased  in  mid-  and  high-dose  females  Drug  treatment  also  significantly  increased  the  incidence  of  lung 
adenomas  in  mid-  and  high-dose  males  and  females  Adenomas  of  the  eye  Harderian  gland  (a  gland  of  the  eye  of  rodents)  were 
significantly  higher  in  high-dose  mice  than  in  controls  No  evidence  of  mutagenicity  was  observed  in  vitro,  with  or  without  rat- 
liver  metabolic  activation,  in  the  following  studies  microbial  mutagen  tests,  using  mutant  strains  of  Salmonella  typhimunum  or 
Escherichia  coir,  a  forward  mutation  assay  in  L51 78Y  TK  +/-  mouse  lymphoma  cells;  a  chromosomal  aberration  test  in  hamster 
cells,  and  a  gene  conversion  assay  using  Saccharomyces  cerevisiae.  In  addition,  there  was  no  evidence  of  mutagenicity  in 
either  a  dominant  lethal  test  in  mice  or  a  micronucleus  test  in  mice.  In  a  study  in  rats,  with  daily  doses  up  to  500  mg/kg, 
pravastatin  did  not  produce  any  adverse  effects  on  fertility  or  general  reproductive  performance  However,  in  a  study  with 
another  HMG-CoA  reductase  inhibitor,  there  was  decreased  fertility  in  male  rats  treated  for  34  weeks  at  25  mg/kg  body  weight 
although  this  effect  was  not  observed  in  a  subsequent  fertility  study  when  this  same  dose  was  administered  for  1 1  weeks  (the 
entire  cycle  of  spermatogenesis,  including  epididymal  maturation)  In  rats  treated  with  this  same  reductase  inhibitor  at  180 
mg/kg/day,  seminiferous  tubule  degeneration  (necrosis  and  loss  of  spermatogenic  epithelium)  was  observed.  Although  not  seen 
with  pravastatin,  two  similar  drugs  in  this  class  caused  drug-related  testicular  atrophy,  decreased  spermatogenesis, 
spermatocyte  degeneration,  and  giant  cell  formation  in  dogs.  The  clinical  significance  of  these  findings  is  unclear  Pregnancy: 
Pregnancy  Category  X.  See  CONTRAINDICATIONS  Safety  in  pregnant  women  has  not  been  established  Pravastatin  was  not 
teratogenic  in  rats  at  doses  up  to  1000  mg/kg  daily  or  in  rabbits  at  doses  of  up  to  50  mg/kg  daily  These  doses  resulted  in  20x 
(rabbit)  or  240x  (rat)  the  human  exposure  based  on  surface  area  (mg/meter'1  However,  in  studies  with  another  HMG-CoA 
reductase  inhibitor,  skeletal  malformations  were  observed  in  rats  and  mice  There  has  been  one  report  of  severe  congenital 
bony  deformity,  tracheo-esophageal  fistula,  and  anal  atresia  (Vater  association!  in  a  baby  born  to  a  woman  who  took  another 
HMG-CoA  reductase  inhibitor  with  dextroamphetamine  sulfate  during  the  first  trimester  of  pregnancy  PRAVACHOL  (pravastatin 
sodium)  should  be  administered  to  women  of  child-bearing  potential  only  when  such  patients  are  highly  unlikely  to  conceive 
and  have  been  informed  of  the  potential  hazards.  If  the  woman  becomes  pregnant  while  taking  PRAVACHOL  (pravastatin 
sodium},  it  should  be  discontinued  and  the  patient  advised  again  as  to  the  potential  hazards  to  the  fetus  Nursing  Mothers:  A 
small  amount  of  pravastatin  is  excreted  in  human  breast  milk.  Because  of  the  potential  for  serious  adverse  reactions  in  nursing 
infants,  women  taking  PRAVACHOL  should  not  nurse  (see  CONTRAINDICATIONS]  Pediatric  Use:  Safety  and  effectiveness  in, 
individuals  less  than  1 8  years  old  have  not  been  established.  Hence,  treatment  in  patients  less  than  1 8  years  old  is  not 
recommended  at  this  time. 

ADVERSE  REACTIONS:  Pravastatin  is  generally  well  tolerated;  adverse  reactions  have  usually  been  mild  and  transient  In  4- 
month  long  placebo-controlled  trials,  1  7%  of  pravastatin-treated  patients  and  1  2%  of  placebo-treated  patients  were 
discontinued  from  treatment  because  of  adverse  experiences  attributed  to  study  drug  therapy,  this  difference  was  not 
statistically  significant.  In  long-term  studies,  the  most  common  reasons  for  discontinuation  were  asymptomatic  serum 
transaminase  increases  and  mild,  non-specific  gastrointestinal  complaints.  During  clinical  trials  the  overall  incidence  of  adverse 
events  in  the  elderly  was  not  different  from  the  incidence  observed  in  younger  patients  Adverse  Clinical  Events:  All  adverse 
clinical  events  (regardless  of  attribution)  reported  in  more  than  2%  of  pravastatin-treated  patients  in  the  placebo-controlled 
trials  are  identified  in  the  table  below,  also  shown  are  the  percentages  of  patients  in  whom  these  medical  events  were  believed 
to  be  related  or  possibly  related  to  the  drug:  


All  Events 

Events  Attributed 

to  Study  Drug 

Body  System/Event 

Pravastatin 

Placebo 

Pravastatin 

Placebo 

(N  =  900) 

(N  n  411) 

(N  =  900) 

(N  o  411) 

% 

% 

% 

% 

Cardiovascular 

Cardiac  Chest  Pain 

4.0 

34 

0.1 

0.0 

Dermatologic  Rash 

4.0* 

1.1 

1.3 

09 

Gastrointestinal 

Nausea/vomiting 

7  3 

7  1 

2.9 

34 

Diarrhea 

6.2 

5.6 

2.0 

1.9 

Abdominal  Pain 

54 

6.9 

2.0 

3.9 

Constipation 

4.0 

7  1 

2.4 

5.1 

Flatulence 

3.3 

3.6 

2.7 

3.4 

Heartburn 

2.9 

1.9 

2.0 

.  0.7 

General 

Fatigue 

3.8 

34 

1.9 

1.0 

Chest  Pain 

37 

1.9 

03 

0.2 

Influenza 

2.4* 

0.7 

0.0 

0.0 

Musculoskeletal 

Localized  Pain 

10.0 

9.0 

1  4 

1.5 

Myalgia 

27 

1.0 

06 

0.0 

Nervous  System 

Headache 

6.2 

3.9 

1.7* 

0.2 

Dizziness 

33 

3.2 

1.0 

0.5 

Renal/Genitourinary 

Urinary  Abnormality 

24 

29 

07 

1.2 

Respiratory 

Common  Cold 

70 

6.3 

0.0 

00 

Rhinitis 

4.0 

4.1 

0.1 

0.0 

Cough 

2.6 

1  7 

0  1 

0.0 

'Statistically  significantly  different  from  placebo. 


In  the  Pravastatin  Primary  Prevention  Study  (West  of  Scotland  Coronary  Prevention  Study)  (see  CLINICAL  PHARMACOLOGY: 
Clinical  Studies)  involving  6595  patients  treated  with  PRAVACHOL  (pravastatin  sodium)  (N  =  3302)  or  placebo  (n  =  3293'  the 
adverse  event  profile  in  the  pravastatin  group  was  comparable  to  that  of  the  placebo  group  over  the  median  4.8  years  of  the 
study  The  following  effects  have  been  reported  with  drugs  in  this  class;  not  all  the  effects  listed  below  have  necessarily  been 
associated  with  pravastatin  therapy.  Skeletal  myopathy,  rhabdomyolysis,  arthralgia  Neurological:  dysfunction  of  certain  cranial 
nerves  (including  alteration  ot  taste,  impairment  of  extra-ocular  movement,  facial  paresis),  tremor,  vertigo,  memory  loss, 
paresthesia,  peripheral  neuropathy,  peripheral  nerye  palsy,  anxiety,  insomnia,  depression  Hypersensitivity  Reactions:  An 
apparent  hypersensitivity  syndrome  has  been  reported  rarely  which  has  included  one  or  more  of  the  following  features 
anaphylaxis,  angioedema,  lupus  erythematous-like  syndrome  polymyalgia  rheumatica,  dermatomyositis,  vasculitis,  purpura, 
thrombocytopenia,  leukopenia,  hemolytic  anemia,  positive  ANA,  ESR  increase,  eosmophilia,  arthritis,  arthralgia,  urticaria, 
asthenia,  photosensitivity,  fever,  chills,  flushing,  malaise,  dyspnea,  toxic  epidermal  necrolysis,  erythema  multiforme,  including. 
Stevens-Johnson  syndrome  Gastrointestinal  pancreatitis,  hepatitis,  including  chronic  active  hepatitis,  cholestatic  jaundice, 
fatty  change  in  liver,  and,  rarely,  cirrhosis,  fulminant  hepatic  necrosis,  and  hepatoma;  anorexia,  vomiting  Skin  alopecia, 
pruntus  A  variety  of  skin  changes  (e  g  ,  nodules,  discoloration,  dryness  of  skin/mucous  membranes,  changes  to  hair/nails)  have 
been  reported  Reproductive:  gynecomastia,  loss  of  libido,  erectile  dysfunction  Eye:  progression  of  cataracts  (lens  opacibes), 
ophthalmoplegia.  Laboratory  Abnormalities,  elevated  transaminases,  alkaline  phosphatase,  and  bilirubin,  thyroid  function 
abnormalities  Laboratory  Test  Abnormalities:  Increases  in  serum  transaminase  (ALT,  AST)  values  and  CPK  have  been 
observed  (see  WARNINGS)  Transient,  asymptomatic  eosmophilia  has  been  reported.  Eosinophil  counts  usually  returned  to 
normal  despite  continued  therapy  Anemia,  thrombocytopenia,  and  leukopenia  have  been  reported  with  HMG-CoA  reductase 
inhibitors.  Concomitant  Therapy:  Pravastatin  has  been  administered  concurrently  with  cholestyramine,  colestipol,  nicotinic 
acid,  probucol  and  gemfibrozil.  Preliminary  data  suggest  that  the  addition  of  either  probucol  or  gemfibrozil  to  therapy  with 
lovastatin  or  pravastatin  is  not  associated  with  greater  reduction  in  LDL-cholesterol  than  that  achieved  with  lovastatin  or 
pravastatin  alone  No  adverse  reactions  unique  to  the  combination  or  in  addition  to  those  previously  reported  for  each  drug 
alone  have  been  reported  Myopathy  and  rhabdomyolysis  (with  or  without  acute  renal  failure)  have  been  reported  when  another 
HMG-CoA  reductase  inhibitor  was  used  in  combination  with  immunosuppressive  drugs,  gemfibrozil,  erythromycin,  or  lipid- : 
lowering  doses  of  nicotinic  acid  Concomitant  therapy  with  HMG-CoA  reductase  inhibitors  and  these  agents  is  generally  not 
recommended.  (See  WARNINGS:  Skeletal  Muscle  and  PRECAUTIONS:  Drug  Interactions  ) 

OVERDOSAGE:  To  date,  there  are  two  reported  cases  of  overdosage  with  pravastatin,  both  of  which  were  asymptomatic  and: 
not  associated  with  clinical  laboratory  abnormalities  If  an  overdose  occurs,  it  should  be  treated  symptomatically  and  supportive 
measures  should  be  instituted  as  required, 

CAUTION:  Federal  (USA)  law  prohibits  dispensing  without  prescription. 
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INSUKANUt 

Cheap  life  insurance  can  sometimes  be  just  that— cheap. 

The  incredible 
shrinking  death  benefits 


By  Carolyn  T.  Geer 

Good  deal.  Or  so  it  seemed.  Citi- 
bank offered  its  credit  card  customers 
term  life  insurance  that  would  pay  up 
to  $100,000  in  death  benefits  for  as 
little  as  $360  a  year  for  a  40-year-old 
man.  No  medical  examination  was 
required — just  a  few  health  questions. 
The  premiums  would  be  automati- 
cally billed  to  customers'  Citibank 
MasterCard  or  Visa. 

Policyholders  were  not  required  to 
reapply  every  year.  Citibank  promised 
that  benefits  would  never  go  down 
regardless  of  the  policyholder's  health 
or  age. 

Between  1987  and  1991  some 
100,000  people  took  the  bait. 


Many  of  them  soon  regretted  it.  In 
1993,  less  than  two  years  later, 
Citibank  informed  more  than  half  its 
customers  that  group  term  benefits 
were  being  cut  and  premiums  were 
being  raised.  The  maximum  coverage 
on  all  existing;  policies  was  reduced  to 
$50,000. 

Here's  what  happened. 

The  original  underwriter  of 
Citibank's  policy  was  a  division  of 
Cigna.  Citibank  formed  a  trust  in 
Alabama,  and  Cigna  issued  a  series  of 
group  life  insurance  policies  to  the 
trust.  Citibank  customers  were 
deemed  to  be  members  of  a  group 
and  were  therefore  eligible  for  lower- 


cost  coverage  under  the  group 
policies. 

As  administrator  and  marketer, 
Citibank  pocketed  as  much  as  65%  of 
the  premiums.  Cigna  took  the  rest 
and  was  on  the  hook  for  the  death 
benefits. 

But  in  1991  Cigna  began  com- 
plaining that  claims  for  death  benefits 
on  the  Citibank  policies  were  higher 
than  expected  and  that  it  wanted  to 
raise  premiums. 

Citibank  dumped  Cigna  from  the 
contract  and  in  the  fall  of  1991 
signed  on  Allianz  Life  Insurance  Co., 
an  affiliate  of  Allianz,  Germany's  big 
insurer.  The  company  immediately 
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U.S.  DEPARTMENT  of  the  TREASURY 
SEIZED  PROPERTY  AUCTIONS 


►  Spectacular  View  of  the  Harbor  &  Biscayne  Bay  I 

►  7,000+  sq.  ft.  Living  Space 

*  Deep  Water  Access 

•  and  Many  other  Amenities 

1  $50,000  Deposit  (cashier's  check,  payable  to  U.S.  Customs) 


AUCTION 

September  12,  1997  at  7:00  p.m. 
OPEN  HOUSE 
August  30  &  31  •  1  p.m.  -  4  p.m. 
September  6  &  7  •  1  p.m.  -  4  p.m. 


|  Gary  L  Poulsen.  CAI AARE  be  R  E  Broker  #3004497  AU  #0002056 
Sole  97  52  220 


1985  Beech  Super  King  Air  300 


•T/N  N7231P 
•  6  Passengers 


Sole  97-52-273 


(orrtieairtrott! 


http://www.ustreos.gov/lreasur y /bureaus /customs /general.html  _ 
Conducted  by  ^eqcg  oynatbeno  on  behalf  of  the  U.S.  Department  of  the  Treasury. 


•  S/N  FA-56 

•  Leather  Seats 

•  2  Crew  •  Full  Avionics 

•  Full  Set  of  Log  Books  (available  for  inspection) 

•  $50,000  Deposit  (cashier's  check,  payable  to  U.S.  Customs) 


AUCTION 

September  5,  1997  at  1 1:00  a.m. 
Miami  Aviation  Corporation 
Opa-Locka  Airport 
14980  N.W.  44th  Court 
Miami,  Florida 
PREVIEWS 

Aug.  29  &  Sept.  3  •  10  a.m.  -  3  p.m. 


For  a  free  color  brochure,  pieose  contact  the  Public  Auction  line  or  e-mail  your  mailing  address  to  auctions@erols.com 

PUBLIC  AUCTION  LINE  ■  703-273-7373,  ext.  0 


Stuttering  didn't  stop 
Winston  ChurchilL 


And  it  need  not  stop  you. 
Self'Therapy  for  the  Stutterer  explains 

how  stutterers  can  help  themselves. 

Ask  for  rlie  192-page  book  No.  12,  and  please 
enclose  $3.00  for  postage  and  handling. 

1-800-992-9392 


Stuttering 
foundation 
of  America 

FORMER!  \  Ml  HI  II  R  I  'NOATK  >N,f  AMERK  A 

A  hlon-Profil  Organization 
Since  1947 — Helping  Those  Who  Stutter 

P.O.  Box  11749  •  Memphis,  TN  381 1 1-0749 


raised  premium  rates  on  many  of  the 
policies  and  negotiated  with  Citibank 
to  get  more  of  a  share  of  the  gross 
premiums. 

A  year  later  Allianz  also  began 
complaining  about  losses.  It  seemed 
that  an  inordinate  number  of  policy- 
holders were  dying  of  AIDS. 

If  Allianz  canceled  its  policies, 
holders  would  have  the  right  to  con- 
vert their  coverage  to  individual  cash- 
value  life  insurance  policies.  The 
healthy  folks  in  the  group  policy 
would  be  likely  to  go  elsewhere  for 
cheaper  coverage,  while  the  sick 
people — no  longer  insurable — would 

When  someone  offers 
you  a  bargain,  be  skeptical. 
Free  lunches  sometimes 
come  dear. 

stick  around.  Allianz's  liabilities 
would  skyrocket. 

Allianz  tried  to  get  Citibank  to 
share  the  costs  of  cancelation,  but  the 
bank  refused.  So  in  1993  Allianz 
capped  death  benefits  on  these  poli- 
cies at  $50,000  and  raised  rates  15% 
to  70%  on  most  of  them. 

How  did  Allianz  justify  the  benefit 
cuts  to  policyholders,  who'd  been 
told  their  benefits  would  never 
decrease? 

Among  other  explanations,  the 
company  now  claimed  that  the 
promise  was  only  that  individual  pol- 
icyholders would  never  be  singled  out 
for  a  benefit  reduction;  that  the  ben- 
efits could  only  be  reduced  for  the 
group  as  a  whole. 

One  company  response  to  cus- 
tomers who  were  upset  about  the  cut 
in  benefits:  "The  changes  are  neces- 
sary to  avoid  terminating  the  cover- 
age altogether." 

Citibank  is  trying  to  distance  itself 
from  the  mess. 

Asked  about  the  situation,  Alan 
Liebowitz,  chief  executive  of  Citicorp 
Life  Insurance  Co.,  refused  to  discuss 
it  in  any  detail.  Pressed,  Liebowitz 
passes  the  buck  to  the  insurers. 

Moral  of  the  story:  When  some- 
one, even  someone  as  reputable  as 
Citibank,  offers  you  a  bargain,  be 
skeptical.  Free  lunches  sometimes 
come  dear.  Wk 

Forbes  ■  August  25,  1997 


'ast  performance  is  no  guarantee  of  future  results  Investment  return  and  principal  value  will  fluctuate  so  that  an  investor's  shares,  when  redeemed,  may  be  worth  more  or  less  than  their 
iriginal  cost.  Please  read  the  prospectus  carefully  before  you  invest  or  send  money.  It  contains  more  complete  information,  including  management  fees  and  expenses.  In  The  Wall  Street 
ournal's  7/3/97  issue,  an  "A"  rating  reflected  that  the  Fund  was  in  the  top  20%  of  all  stock/bond  blend  funds,  as  classified  by  Lipper  Analytical  Services.  For  the  1-year  period  ended  6/30/97, 
he  Fund  was  in  the  top  60%  of  the  303  stock/bond  blend  funds  and  for  the  10-year  period  ended  6/30/97,  the  Fund  was  in  the  top  20%  of  the  39  stock/bond  blend  funds  tracked  by  Lipper. 
ounders  Funds  and  the  Founders  logo  are  registered  trademarks  of  Founders  Asset  Management,  Inc.  ©  1997  Founders  Asset  Management,  Inc.,  Distributor. 


HO  I  Ott  II 


Happy  anniversary,  India 


BY  GAURAU  DALMIA 


Gaurav  Dalmia  is  a 
member  of  the  Dalmia 
Group,  a  leading  Indian 
conglomerate 
(gdalmia@hotmail.com) 


For  most  of  the  years  since  India  obtained 
its  independence,  it  was  inhospitable  to  for- 
eign investment.  But  now,  in  time  for  the  fifti- 
eth anniversary  of  Indian  freedom,  things 
have  changed  drastically.  The  Indian  economy 
is  growing  at  a  sustainable  rate  of  7%,  dou- 
bling roughly  every  ten  years.  The  bureaucra- 
cy is  relaxing  its  grip,  and  the  Indian  entrepre- 
neurial spirit  that  has  been  exported  to  Silicon 
Valley  has  been  let  loose  on  the  home  turf.  As 
per  capita  income  increases,  incremental 
rupees  will  be  disposable,  which  will  lead  to 
an  unprecedented  consumer  boom. 

Oh  yes,  Indian  politics  are  shaky,  with  no 
party  having  a  clear  majority  in  Parliament. 
But  politics  matters  less  than  it  once  did.  The 
government's  agenda  is  increasingly  set  by 
the  middle  class,  which  is  aware  of  how  the 
old  statist  policies  stifled  opportunities  and 
depressed  their  living  standards.  Regardless  of 
who  sits  in  the  prime  minister's  chair,  this 
powerful  new  middle  class  will  not  stand  for 
backsliding  on  economic  policy.  Thus, 
though  the  Communist  Party  is  part  of  the 
current  government,  that  coalition  has  just 
delivered  one  of  the  world's  most  progressive 
tax  packages. 

Indian  politics  are  in  turmoil,  but 
don't  let  that  divert  you  from  the 
country's  extraordinary  investment 
opportunities. 


Some  of  the  smarter  multinational  compa- 
nies have  seen  the  light.  Unilever  controls  the 
second-largest  company  in  India,  Hindustan 
Lever.  General  Electric  owns  a  clutch  of  suc- 
cessful businesses,  from  consumer  finance  to 
plastics.  Microsoft  is  the  Indian  leader  in  com- 
puter software. 

Given  all  this,  the  Indian  stock  market  is 
undervalued  in  comparison  with  other  emerg- 
ing markets.  Corporate  earnings  are  growing 
at  22%  to  24%,  in  the  same  league  as  most  of 
the  other  Asian  economies.  But  in  India  the 
p/e  ratio  is  only  12.5  compared  with  Hong 
Kong's  15.5,  Korea's  18,  Taiwan's  34.5  and 
even  Sri  Lanka's  15. 

How  do  you  play  the  Indian  market? 

For  patient  capital  and  operating  companies 


there  are  direct  investment  opportunities  in  a 
range  of  industries  from  information  technol- 
ogy to  automobile  components;  from  consol- 
idations in  commodity  businesses  to  privati- 
zation of  telecommunications;  from  fast  food 
to  satellite  TV  broadcasting.  Hint:  Avoid  a 
high  profile  because  it  attracts  the  wrath  of 
vested  interest  groups.  Enron  and  Kentucky 
Fried  Chicken  had  to  put  up  with  unending 
hurdles  because  they  got  lots  of  publicity. 
GVK  Power  and  Domino's  Pizza  were  silent — 
and  successful. 

For  individual  investors  there  are  7,000 
listed  companies,  of  which  100  have  decent 
liquidity.  I  like  bhel,  the  market  leader  in 
power-generating-equipment  manufacturing, 
which  is  successfully  competing  with  the  likes 
of  ABB  in  a  fast-growing  market.  I  like  Infosys, 
a  software  company  with  an  international 
client  base  and  strong  management.  Among 
mid-cap  stocks,  I  like  Hero  Honda,  maker  of 
motorcycles  and  scooters. 

Indian -listed  bonds  offer  attractive  yields  of 
15%  to  16%.  There's  some  currency  risk  here, 
but  the  yields  offset  this.  More  savvy  investors 
play  the  market  inefficiencies,  such  as  the  price 
differences  between  the  retail  and  the  whole- 
sale bond  markets,  and  obtain  returns  in  the 
high  20s. 

Most  suitable  for  the  average  investor  are 
the  more  than  60  Indian  GDRs  (equivalent  to 
ADRs)  traded  in  international  exchanges  such 
as  Dublin  or  Luxembourg.  Here  are  two  GDRs 
I  particularly  like:  State  Bank  of  India,  the 
largest  Indian  bank,  with  access  to  the  lowest- 
cost  funds  and  with  a  strong  fee -based  busi- 
ness; and  ITC,  the  consumer  products  giant. 
Most  of  the  gdr  stocks  are  covered  by  the 
large  international  brokerage  firms. 

Among  India  funds,  I  recommend  India 
Liberalization  Fund,  an  open-end  fund 
offered  by  the  American  outfit  Alliance  Capi- 
tal. Jardine  Fleming  and  Morgan  Stanley  offer 
closed-end  funds  traded  on  the  NYSE.  Long- 
term  investors  can  participate  in  the  Indocean 
Fund,  a  successful  private  equity  fund  cospon- 
sored  by  Soros  and  Chemical  Ventures  and 
run  by  an  Indian  whiz  kid,  Pradip  Shah.  Your 
broker  should  be  able  to  get  you  quotes  on 
any  of  these. 

In  spite  of  challenges,  investors  with  an 
open  mind  and  management  depth  have  done 
well.  Joseph  Schumpeter  arrived  in  India  in 
the  early  Nineties.  So  now  should  you.  Hi 
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THE  UNABRIDGED  VERSION 
OF  THE  SPORT  UTILITY  VEHICLE. 


Traditionally,  trie 
quintessential 
collection  of 
/olumes  has  included  Thoreau,  Keats, 
ind  Jane  Austen.  Today,  it  would  have 
to  include  the  Yukon  hy  GMC,  a 
vehicle  whose  interior  volume  is  an  unedited,  unabridged  178 
:ubic  feet.  With  triple-sealed  doors  and  extensive  sound 
insulation,  the  Yukon  would  make  even  the  most  meticulous 
librarian  feel  perfectly  at  home.  Or  if  you  prefer,  an  available 


compact  disc  sound  system  can 
transform  this  den  **,  <^-—  "> 
of  tranquility  into  a  thunderous 
orchestra  hall.  The  Yukon  SLT's 
front  seats  are  another  indulgence, 
wi  th  le  ather  seating  areas,  fold- 
down  armrests  and  power  lumbar  controls.  So  look 
up  the  Yukon  under  www.yukon.gmc.com  or  call  ,  /  ) 

1-888-4A-YUKON.  It  truly  redefines 
the  sport  utility  vehicle. 


Yukon 


COMFORTABLY 
^g)      IN  COMMAND' 


Professional  economists  have  so  much 
trouble  defining  the  inequality  problem  because 
inequality  is  not  in  fact  the  problem. 

Gap-osis 


By  Dan  Seligman 

This  is  the  second  article  Forbes  has  run  in  recent 
months  on  inequality — income  inequality,  that  is.  Inequal- 
ity in  sex  appeal  and  tennis  skills  we  haven't  touched. 

The  earlier  article  on  the  income  gap  (Apr.  21),  by 
Susan  Lee  and  Christine  Foster,  was  a  devastating  and 
witty  response  to  pressure  groups  that  have  identified  free 
trade  as  a  source  of  income  inequality — and  that  therefore 
wish  to  restrict  free  trade.  This  article  will  sneak  up  on  the 
subject  from  a  somewhat  different  direction  and  begins 
with  a  complaint  about  Laura  D'Andrea  Tyson,  who 
headed  the  Council  of  Economic  Advisers  in  President 
Clinton's  first  term. 

The  headline  atop  her  Op  Ed  piece  in  the  Washington 
Post  the  other  day  was  "Inequality  amid  prosperity,"  and 
like  every  other  article  written  about  the  income  gap,  it 
failed  to  address  one  rather  obvious  question.  Possibly  I 
should  qualify  that  "every  other"  formulation.  (Pause  for 
sigh  of  relief  by  Forbes  fact-checker.)  In  truth,  I  claim 
access  only  to  6,919  articles  mentioning  "income," 
"inequality,"  and  "U.S."  or  "American."  Or  at  least  that 
was  the  total  when  I  last  checked  the  Nexis  database. 

Possibly  I  should  also  mention  that 
I  failed  to  read  quite  a  few  of  the 
6,919  articles.  Also  that  some  of  them 
seemed  to  be  on  a  less  scholarly  wave- 
length than  Ms.  Tyson.  When  I  start- 
ed perusing  the  entries  on  inequality 
served  up  by  Nexis,  I  was  startled  to 
observe  that  a  number  of  the  most  ■■■■ 
recent  were  about  alleged  serial  killer 
Andrew  Cunanan.  It  seems  that  some  reporters,  striving 
to  glean  every  last  insight  into  the  mind  of  the  "preppy 
gigolo,"  had  consulted  Daniel  Harris,  author  of  The  Rise 
<&Fall  of  Gay  Culture.  The  reporters  then  quoted  Harris 
on  income  inequalities  between  gay  youths  and  their 
sometimes  affluent  patrons,  which  is  possibly  a  quite  dif- 
ferent subject  from  Ms.  Tyson's.  Or  possibly  not. 

Her  article  was  reasonably  informative  and  generally 
followed  the  line  taken  by  her  successors  at  the  council 
(now  headed  by  Janet  L.  Yellen),  who  weighed  in  heavi- 
ly on  inequality  in  their  February  annual  report.  I  never- 
theless found  it  puzzling  in  some  respects.  Like  the  coun- 
cil itself  and  like  every  article  I  sampled  in  Nexis  (but 
unlike  the  Lee/Foster  piece  in  Forbes),  Ms.  Tyson's  Op 
Ed  piece  assumed  that  the  long-term  U.S.  increase  in 
income  inequality  represents  some  kind  of  terrible  prob- 
lem. But  it  failed  to  identify  the  problem.  And  also 


The  possibility  that  we  have 
too  little  inequality  is  not 
considered  by  the  Council 
of  Economic  Advisers. 


failed — to  now  reach  the  obvious  unaddressed  question 
alluded  to  above — to  indicate  what  might  be  the  right 
amount  of  inequality. 

Economists  have  been  evasive  about  this  issue.  Just 
about  all  of  them,  give  or  take  any  remaining  disciples  of 
anarchist  Pyotr  Kropotkin,  accept  that  any  successful 
economy  requires  a  certain  amount  of  differentiation  in 
earnings.  If  everybody  takes  home  the  same  pay,  then 
nobody  has  an  incentive  to  work  hard.  So  we  need  some 
inequality — but  how  much?  They  never  tell  you. 

Numerous  thinkers,  light  and  heavy,  talk  as  though 
chief  executive  pay  is  at  the  core  of  the  inequality  prob- 
lem, and  pollsters  have  little  difficulty  eliciting  expressions 
of  indignation  about  it  all.  According  to  a  1996  poll  by 
the  Mellman  Group  and  Peter  Hart,  58%  of  Americans 
are  "angry  or  extremely  angry"  about  the  fact  that  chief 
executives  make  more  than  100  times  as  much  as  the 
average  worker. 

My  own  hunch  is  that  most  of  them  started  getting 
angry,  extremely  or  otherwise,  about  the  time  the  pollster 
asked  for  an  opinion,  which  is  also  the  point  at  which  they 
first  heard  of  the  chief 
executive/average  worker  ratio.  But 
let  that  pass.  Whatever  average 
Americans  think,  the  pay  of  senior 
executives  is  not  what  economists  are 
talking  about  when  they  fret  about 
inequality. 

The  Council  of  Economic  Advis- 
ers' 1997  report  has  a  brief  passage 
on  executive  compensation,  but  only  to  indicate  that  it's 
not  the  issue.  Says  the  report:  "The  effect  of  high  execu- 
tive compensation  on  measured  earnings  inequality 
throughout  the  economy  is  minimal,  because  top  execu- 
tives represent  only  a  tiny  fraction  of  the  work  force." 

So  what  is  the  issue?  One  learns  from  the  council's 
report  that  in  1995  annual  earnings  of  male  workers 
at  the  tenth,  fiftieth  and  ninetieth  percentiles  were 
$12,920,  $31,497  and  $70,314.  However,  no  effort 
is  made  to  explain  why  one  should  view  these  figures 
as  out  of  line. 

The  council  also  documents  changes  in  these  relation- 
ships since  1979.  In  1995  the  guy  at  the  fiftieth  percentile 
was  making  2.4  times  as  much  as  his  counterpart  at  the 
tenth  percentile,  up  from  only  2.2  times  in  1979.  And  the 
chap  at  the  ninetieth  percentile  has  gone  from  1 .9  times 
the  fiftieth  percentile  to  2.2  times.  In  documenting  this 
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increase  in  inequality  the  council  seems  to  be  saying  we 
have  gone  from  bad  to  worse. 

But,  like  Ms. Tyson,  it  never  states  squarely  what  the 
problem  is.  Do  the  new  income  relationships  somehow 
threaten  the  social  fabric  of  American  life?  Or  threaten  the 
economy?  The  council  doesn't  say.  Instead  it  cites  a  whole 
bunch  of  figures  establishing  that  inequality  is  on  the  rise, 
then  signs  off  with  a  call  for  reducing  it,  all  the  while 
lamenting  that  steps  taken  thus  far  (e.g.,  elevating  the 
minimum  wage) 
are  evidently 
not  enough. 
The  possibility 
that  we  have  too 
little  inequality 
is  nowhere  con- 
sidered in  the 
report. 

So  how  do 
we  decide  on 
the  right 
amount  of  in- 
equality? Is  it 
the  amount  that 
maximizes 
output?  That 
would  seem  to 
be  one  reason- 
able position, 
but  I  know  of 
no  one  who  has 
explicidy  argued 
for  it.  And  I 
know  of  plenty 
who  seem  to  be 
arguing  against 
it — i.e.,  econo- 
mists who  insist 
that  inequality  is 
a  major  menace 
but  seem  not  to 
have  noticed,  or 
care  about,  the 

fact  that  it  is  coexisting  with  a  supercolossal  economy.  In 
a  recent  appearance  on  The  NewsHour  with  Jim  Lehrer, 
Federal  Reserve  Vice  Chairman  Alice  Rivlin  spoke  at 
length  of  the  U.S.  economy's  extraordinary  performance, 
stating  with  un-Fedlike  enthusiasm:  "The  current  situa- 
tion is  very  good.  It's — it's  terrific."  She  added  that  she 
expected  the  economy  to  roll  along  merrily  for  quite 
a  while. 

But  at  the  end  of  the  interview,  asked  what  she  worried 
about,  Ms.  Rivlin  turned  somber  and  replied:  "The 
inequality  of  income."  And  why  does  that  worry  her?  The 
question  was  never  asked  or  answered,  but  viewers  had 
implicitly  been  told  that  there's  a  disconnect  in  Rivlin's 
mind  between  the  inequality  problem  and  economic 
growth. 

Here  is  another  puzzle  about  the  inequality  worriers. 
It  begins  with  the  fact  that  there  is  a  fairly  broad  consen- 


sus among  economists  as  to  the  sources  of  rising  inequal- 
ity in  American  life.  The  factors  commonly  cited: 

1 )  The  rapid  pace  of  technological  change,  which 
results  in  more  and  more  highly  skilled  techies  leaving 
other  workers  behind  as  they  push  toward  and  beyond  the 
ninetieth  percentile;  2)  free  trade,  which  depresses  the  pay 
of  unskilled  American  workers,  especially  in  industries  that 
compete  with  low-priced  imports;  3 )  increased  immigra- 
tion, which  also  represents  pressure  on  the  wages  of 

unskilled  work- 

_  _   ers;    4 )  more 

women  in  the 
labor  force, 
which  adds  still 
more  to  that 
pressure;  5)  the 
broad  decline  of 
American 
unions,  which 
once  represent- 
ed powerful 
pressure  for 
wage  equality 
but  today  are 
increasingly  out 
of  the  picture. 

What's  puz- 
zling about  this 
list  is  that  the 
economists  fret- 
ting about 
inequality  tend 
to  regard  these 
changes  as  gen- 
erally quite 
desirable.  Some 
would  have 
reservations 
about  immigra- 
tion. (I  was 
struck  by  the 
fact  that  Ms. 
Tyson  seems  to 

feel  we  need  radical  changes  in  immigration  law.)  And 
some  would  doubtless  decline  to  state  publicly  that  they 
welcome  the  decline  of  the  unions. 

But  taking  the  list  as  a  whole,  one  senses  that  the  fac- 
tors augmenting  inequality  are  generally  rated  as  good 
news  by  economists.  So  why  are  they  all  assuming  that 
greater  inequality  is  bad  news? 

One  hesitates  to  talk  back  to  6,919  articles,  especially 
when  one  has  failed  to  read  more  than  a  fraction  of  them. 
But  here,  straight  from  the  keyboard  of  an  amateur  econ- 
omist, is  another  hunch:  The  reason  professional  econo- 
mists have  so  much  trouble  defining  the  inequality  prob- 
lem is  that  inequality  is  not  in  fact  the  problem.  Indeed  it 
does  not  even  qualify  as  a  problem.  The  problem  is  not 
the  rich/poor  ratio.  The  problem  is  the  number  of  poor 
people. 

Which,  to  be  sure,  nobody  knows  how  to  solve.  H 
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Fire  and 
brimstone 


BY  ROBERT  H.  NELSON 


Robert  H.  Nelson  is  a 
professor  in  the  School 
of  Public  Affairs  at  the 
University  of  Maryland 
and  senior  fellow  of  the 
Competitive  Enterprise 
Institute.  His  latest 
book  is  Public  Lands 
and  Private  Rights. 


Karl  Marx  said  that  religion  is  the  opiate  of 
the  masses,  and  he  opposed  to  it  his  "scientif- 
ic" doctrine  of  dialectical  materialism.  Marx 
had  it  exactly  backward.  There  was  little  scien- 
tific about  Marxism,  but  it  did  spread  across 
the  world  with  the  force  of  a  new  religion. 
Claiming  scientific  sanction  made  the  religion 
more  attractive  to  a  secular  age. 

Marxism  came  complete  with  sin  and 
redemption,  the  sin  being  exploitation  of  the 
masses,  the  redemption  through  proletarian 
revolution.  After  the  end  of  class  struggle  we 
would  finally  live  in  full  harmony  with  our 
essential  nature. 

Al  Gore  is  now  offering  us  yet  another  reli- 
gion in  the  name  of  science.  In  his  version  of 
environmental  religion,  Americans  have 
sinned  against  nature,  which  is  punishing  us 
with  global  warming,  and  now  we  must  take 
steps  to  avoid  greater  disaster.  Gore  claims 
that  science  confirms  his  warning. 

Let's  hear  what  some  real  scientists  say 
about  global  warming.  The  May  16  issue  of 
Science  magazine  contains  a  number  of  articles 
reviewing  the  scientific  knowledge  of  climate 
change.  In  the  lead  article  Richard  Kerr  writes 
that  "many  climate  experts  caution  that  it  is 
not  at  all  clear  that  human  activities  have 
begun  to  warm  the  climate — or  how  bad 
greenhouse  warming  will  be  when  it  arrives." 

Benjamin  Santer,  of  the  Lawrence  Liver 
more  National  Laboratory,  points  out  that 
there  are  numerous  "caveats"  in  the  much- 
cited  report  of  the  Intergovernmental  Panel  on 
Climate  Change.  Noting  the  press'  acceptance 
of  global  warming,  Santer  says:  "It's  unfortu- 
nate that  many  people  read  the  media  hype 
before  they  read  the  [actual  ipcc]  chapter." 

But  Al  Gore  prefers  the  media  version.  He 
has  apparently  converted  Bill  Clinton.  At  a 
1  e  House  round  table  in  July,  Clinton 
stated — directly  at  odds  with  the  Science  maga- 
zine report — that  "it  is  no  longer  a  threat,  but 
now  a  fact,  that  global  warming  is  for  real." 
Clinton  predicted  fierce  heat  waves,  floods  and 
droughts,  a  spread  of  infectious  diseases. 

In  Gore's  environmental  religion,  global 
warming  is  only  one  among  a  host  of  manifes- 
tation   »f  what  the  Vice  President  calls  "dys- 


functional civilization"  that  is  "driving  us  to 
destroy  the  earth."  Consumption,  he  laments 
in  his  confessional,  Earth  in  the  Balance,  cre- 
ates "a  numbness  that  prevents  us  from  feeling 
the  pain  of  our  alienation  from  our  world." 

The  wages  of  sin  in  the  Bible  are  virtually  the 
same  as  those  of  global  warming.  We  read 
there  that  God  visits  "famine,"  "pestilence," 
and  "fiery  flame"  on  the  "rebellious"  Israelites, 
who  have  been  "prodigal  in  your  excesses." 
The  Bible  says  that  "inhabited  cities  shall  be 
deserted  and  the  land  shall  become  a  waste. 
Thus  you  shall  know  that  I  am  the  Lord." 

That's  also  what  Gore  thinks  will  happen  if 
we  don't  curb  consumption  today.  If  he  thinks 
we  have  angered  Providence,  that's  his  privi- 
lege, but  why  is  he  so  little  challenged  when 
he  says  he  has  the  sanction  of  science? 

In  Al  Gore's  environmental  religion, 
Americans  have  sinned  against 
nature.  We  must  now  take  steps  to 
avoid  Divine  punishment. 


In  December  1997  the  nations  of  the  world 
will  meet  in  Kyoto,  Japan  to  try  to  negotiate  a 
new  global-warming  treaty.  Some  European 
countries  are  pressing  hard  for  binding  com- 
mitments to  reduce  greenhouse  emissions 
below  1990  levels.  The  ground  rules  prescribe 
that  such  reductions  would  apply  only  to  eco- 
nomically advanced  nations,  leaving  China, 
India  and  other  developing  countries  free  of 
any  greenhouse  restrictions. 

According  to  many  estimates,  it  would 
eventually  cost  the  U.S.  more  than  $100  bil- 
lion a  year  to  meet  the  greenhouse  reduction 
targets  under  discussion.  This  sum  is  about 
the  same  overall  magnitude  as  the  OPEC  oil 
price  shock  experienced  from  1973  to  1980, 
years  in  which  our  economy  suffered  from 
severe  stagflation.  In  short,  the  Clinton 
Administration  is  suggesting  we  should 
burden  ourselves  with  large  costs  at  the  same 
time  that  China,  a  potential  economic  com- 
petitor, bears  no  such  burden.  Environmental- 
ists are  asking  for  a  huge  transfer  of  wealth 
from  the  U.S.  to  the  developing  world.  All 
this  in  the  name  of  a  secular  religion. 

I  am  not  knocking  religion.  I  believe  people 
need  it,  even  secular  religion.  But  beware  of 
religion  disguised  as  science.  In  the  near  tri- 
umph of  Marxism  in  the  20th  century  we  saw 
how  dangerous  these  pseudo-religions  can  be. 

Wanting  to  protect  the  environment  is  one 
thing.  Embracing  the  apocalyptic  environ- 
mentalism  Al  Gore  preaches — and  that  the 
media  buys  as  science — is  something  else.  H 
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Does 
Your 
Consultant 
Quote 
"The  Art  of  War," 


But   shy  away   from  Battle? 


It's  the  truth. 

Most  consultants  can't  turn  their  strategic  insight  into  tactical  action. 
But  at  Price  Waterhouse,  we  won't  propose  an  idea  unless  we  can  implement  it. 
Whether  we're  building  an  enterprise-wide  system  or  helping  a  company 
create  a  global  shared  services  organization,  Price  Waterhouse  is  committed 
to  taking  ideas  from  conception  to  completion.  To  find  out  more  about  how 
we  work,  call  Price  Waterhouse  or  visit  our  web  site  at  http://www.pw.com 


Price  Waterhouse 


Is-!  i  nd  G  M  u  sc  le 
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COMPUTERS/ COMMUNICATIONS 


If  you  make  a  phone  call  these  days,  you  may  well  be  putting 
some  change  in  the  inventor's  pocket. 

Ron  Katz,  enforcer 


People  who 
have  challenged 
Ronald  Katz's 
patents  have 
usually  lost. 


By  Seth  Lubove 

In  early  July  mci  quietly  filed  a 
massive  patent- infringement  suit 
against  AT&T.  So  what's  one  more 
lawsuit  between  two  blood  enemies? 

Ronald  Katz  is  the  difference.  An 
unassuming  61 -year-old  grandfather, 
Ron   Katz   owns  the 
patents  that  are  the  basis 
of  the  lawsuit.  Have  you 
responded  to  a  record- 
ed-voice  personal  ad  in 
the  newspaper?  How 
about  a  call  to  check 
your  mutual  fund  bal- 
ance? These  and  many 
other      computerized  n^^n 
phone  services  are  based 
in  part  on  Katz's  patents.  He  owns 
28  active  patents  and  has  applied  for 
17  more,  on  forms  of  interactive 
technology  ranging  from  phone-sex 
lines  to  telephone  database  retrieval. 

When  you  make  a  phone  call  and  a 
recorded-voice  menu  answers,  diere's 
a  good  chance  that  Ron  Katz  just  got 
a  bit  richer. 

Other  companies  besides  MCI 
paying  royalties  to  Katz  include 
American  Express,  Home  Shopping 
Network,  Sprint  and  Tele-Communi- 
cations, Inc.  We're  talking  pretty  seri- 
ous money  here.  It  paid  for  Katz's 
estate  in  L.A.'s  ritzy  Holmby  Hills 
section,  close  to  Hugh  Hefner's  Play- 
boy mansion.  Katz  says  he  will  earn 
several  hundred  million  dollars 
during  the  life  of  his  patents. 

Note  that  at&t  is  definitely  not 
among  those  paying  Katz  royalties. 
That's  what  the  mci/ai  &T  lawsuit  is 
about,  at&t  is  running  automated  ser- 
vices such  as  1-800  -CAL;  -ATT  and  pre- 
paid phone  cards  without  paying  Katz 
royalties.  As  part  of  its  deal  with  Katz, 
MCI  insisted  on  the  right  to  exclusively 
sublicense  to  AT&T  or  to  sue  to 
enforce  the  patents.  Why?  Because  it 
didn't  want  competitors  to  gain  an 
advantage  by  not  paying  royalties. 


If  AT&T  successfully  defends  itself 
against  MCI,  it's  likely  that  other  com- 
panies will  tell  Katz  to  shove  his 
patents.  Although  AT&T  isn't  com- 
menting, it  probably  agrees  with 
Katz's  detractors  who  believe  that 
Katz  isn't  an  inventor  so 
much  as  an  exploiter  of 
the  U.S.  Patent  & 
Trademark  Office  with 
neither  the  time  nor  the 
sophistication  to  deter- 
mine whether  his  inven- 
tions are  really  new  and 
unique. 

"Katz  personifies  all 
the  worst  aspects  of  the 
U.S.  patent  system,"  Harry  Newton, 
publisher  of  Computer  Telephony  and 
other  industry  magazines,  com- 
plained to  Forbes  early  this  year. 
"His  patents  are  written  in  such  a 
vague  way  that  anything  that  comes 
along  could  be  construed  as  violating 
his  patents.  Companies  pay  money 
just  to  get  rid  of  him." 

Katz's  response  is  that  AT&T  is 
using  litigation  to  get  out  of  paying 
legitimate  royalties.  "People  don't 
want  to  pay  for  anything,  particularly 
intellectual  property,"  he  says.  His 
lawyers  have  threatened  to  sue 
Newton  for  making  derogatory  com- 
ments, many  of  which  Newton  has 
since  retracted. 

Katz  has  no  formal  technical  train- 
ing (he  got  a  bachelor's  in  business 
administration  from  UCLA  in  1958). 
He  doesn't  use  a  computer,  sketching 
his  ideas  on  yellow  legal  pads.  A 
native  of  Cleveland,  Katz  comes  from 
a  family  that  is  musical,  not  techno- 
logical. His  late  father,  Mickey  Katz, 
played  in  Spike  Jones'  band.  His 
older  brother  is  singer/actor  Joel 
{Cabaret,  Chicago)  Grey. 

Ron  Katz  chose  business  and 
landed  a  job  in  the  computer  division 
of  Bendix  Corp.  as  an  assistant  con- 


tract administrator.  There  he  met 
budding  inventor  Robert  Goldman. 
In  1961  the  pair  developed  the  first 
automated  credit  and  check  verifica- 
tion system,  Telecredit  Inc.  The  com- 
pany was  later  sold  to  Equifax  for 
$600  million,  long  after  Katz's  depar- 


Patent  mogul  Ron  Katz 
Pretty  good  results 
for  a  guy  who  doesn't 
even  use  a  computer. 
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ture.  The  pair  also  patented  an  anti- 
counterfeiting  tag  system  for  apparel 
manufacturers  and  record  companies. 

The  patents  withstood  challenges 
from  competitors  such  as  Burroughs 
and  TRW,  which  lost  a  patent  infringe- 
ment suit  against  the  pair  in  1977. 
Katz  later  licensed  the  patents  to  IBM 
and  NCR.  "You  have  to  be  able  to 
deal  with  the  big  boys,"  he  insists,  sit- 
ting in  a  high-rise  office,  which  is 
decorated  with  40  framed  patents,  on 
Los  Angeles'  Sunset  Boulevard. 

In  the  infancy  of  interactive  tele- 
phone transactions  during  the  early 
1980s,  Katz  had  his  brightest  idea 
yet.  Why  not  record  a  menu  of 
options  to  allow  a  host  computer  to 


capture  the  phone  number  of  the 
person  calling,  store  it  and  segregate 
it  according  to,  say,  geography  or  fre- 
quency of  calls? 

Katz's  timing  coincided  with  the 
widespread  adoption  of  toll-free 
numbers.  To  save  development  costs, 
Katz  in  1988  sold  the  telephone 
patent  rights  to  First  Data  Resources, 
riien  a  unit  of  American  Express.  Two 
years  after  AmEx  spun  off  First  Data 
to  the  public  in  1992,  Katz  bought 
the  rights  back  and  became  his  own 
enforcer.  He  has  since  generated 
plenty  of  business  for  his  legal 
enforcers,  the  New  York  law  firm  of 
Fish  &  Neave  and  Los  Angeles' 
Darby  &  Darby. 


Gary  West  can  testify  as  to  how 
tough  Katz  and  his  lawyers  are.  West 
is  founder  and  chairman  of  West 
Interactive,  a  large  Omaha,  Nebr. 
provider  of  telephone  order-taking 
and  customer  service.  First  Data  sued 
West  in  1991  for  infringing  the  Katz 
patents:  "There  is  no  conceivable  set- 
tlement I  will  make  with  these 
people,"  West  thundered  at  the  time. 

Three  years  later  West  settled  for 
an  initial  $4.4  million  and  an  annual 
minimum  payment  of  $250,000 
through  2008. 

Now,  with  MCI  running  interfer- 
ence, Ron  Katz  is  taking  on  AT&T. 
Deep  pockets  versus  deep  pockets. 
May  the  best  man  win.  MB 
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Personal  computer  makers  have  discovered  a  way 
to  compete  with  direct  sellers  like  Dell  and  Gateway 
2000.  They  are  pushing  the  final  assembly  down  to 
their  wholesalers. 

Channel  change 


By  Damon  Darlin 

Personal  computer  makers  like 
Compaq,  Hewlett-Packard  and  IBM 
*have  a  problem.  A  direct  seller  like 
Dell  Computer  builds  to  order,  turn- 
ing its  inventory  30  times  in  a  year. 
Compaq  turns  its  inventory  12  times. 
How  will  traditional  manufacturers 
compete? 

Enter  the  computer  wholesalers, 
companies  like  MicroAge  Inc.  of 
Tempe,  Ariz.  Instead  of  just  moving 
boxes  from  manufacturer  to  comput- 
er shops  and  businesses,  MicroAge  is 
becoming  the  final  assembler,  too. 
"We've  had  to  reinvent 
ourselves  any  number  of 
times,"  says  Jeffrey  Mc- 
Keever,  MicroAge's  54-    Jeffrey  McKeever, 
year-old  chief  executive.    MicroAge's  chief 
"This   industry   requires    The  secret  to 
companies  to  morph  them-    challenging  Dell 
selves  constantly."  is  in  this  building 


McKeever  is  just  the  man  to  do  it. 
Nattily  dressed  these  days  in  a  suit 
and  white  shirt  thai  sets  the  compa- 
ny's dress  code,  he  began  what 
would  become  MicroAge  in  1976 
dressed  in  jeans  and  sandals.  It  was  a 
hobbyist  store  called  the  Byte  Shop. 


It  sold  computer  kits  and,  later,  com- 
puters. He  and  cofounder  Alan 
Hald,  moved  on  to  catalog  sales,  sur- 
vived a  1981  bankruptcy  filing  and 
moved  into  computer  distribution. 

This  is  what  the  computer  industry 
calls  "the  channel."  MicroAge  is  a 
middleman,  buying  computers  from 
the  likes  of  IBM  and  Compaq  and 
then  selling  to  computer  shops  that 
sell  to  businesses  or  individuals. 
It  also  sells  directly  to  large  accounts. 
Up  at  3  a.m.  to  read  and  think  un- 
disturbed, McKeever  oversees  a  com- 
pany still  operating  on  the 
.  thinnest  of  profit  margins, 
with  net  incom*  of  $13 
million  on  $3.5  billion  in 
revenue  last  year. 

MicroAge's  next  trans- 
formation— and  the  hope 
of  the  mainstream  comput- 
er manufacturing 
S  industry — can  be 
|  glimpsed  in  the 
i  rear  of  a  300,000- 
square-foot  ware- 
house in  Tempe, 
a  suburb  of 
Phoenix.  Central 
processing  units 
and  keyboards 
from  IBM,  Acer 
or  Digital  are 
wheeled  in  on 
carts,  along  with 
monitors  from 
ViewSonic  and 
hard  drives  from 
Seagate.  Its  employees  install  the  spe- 
cific components  that  a  customer  has 
asked  for,  including  software  deliv- 
ered from  software  vendors  via  phone 
lines.  Within  48  hours  after  the  order 
is  received,  the  computer  is  at  the 
customer's  desk.  This  is  what  Dell 


does,  only  with  more  choices  for  the 
customer — MicroAge  stocks  30,000 
different  computer  components. 

MicroAge  builds  about  1,500 
computers  a  day,  for  giants  like  IBM, 
Hewlett-Packard,  Compaq,  Digital 
and  Acer. 

Channel  assembly  is  a  natural 
extension  of  MicroAge's  specialty, 
which  is  configuring  and  assembling 
custom-designed  computers  for 
clients  like  Citibank  or  Northwestern 
Mutual  Life.  Such  system  integration 
is  the  main  part  of  a  $1.4  billion  busi- 
ness for  the  company,  Distribution 
accounts  for  the  rest  of  its  revenues. 

A  third  line  of  business:  collecting 
fees  for  running  help  desks  for  other 
companies  or  managing  a  company's 
computer- buying  staff.  That  sideline, 
started  in  1992,  grew  40%  last  year, 
to  $100  million.  It  provides  only  4% 
of  MicroAge's  revenue,  but  20%  of 
the  company's  gross  operating  profit. 
It  was  largely  responsible  for  the 
company's  recently  reported  93% 
increase  in  second -quarter  earnings. 

McKeever  has  always  been  scratch- 
ing for  creative  ways  to  make  a  little 
extra  money.  Three  years  ago  he 
stopped  demanding  royalties  from  his 
resellers  that  used  the  MicroAge 
name.  He  set  up  computer  dealers  to 
act  like  insurance  agents.  The  agents 
brought  in  $  1  billion  in  new  business 
last  year  and  MicroAge  paid  out  $50 
million  in  refund  fees  to  them. 

Now,  McKeever  says,  he's  looking 
at  the  supermarket  industry  for  a 
model  for  the  computer  distribution 
business.  Packaged  goods  makers  like 
Procter  &  Gamble  are  forcing  more 
of  the  costs  down  to  the  wholesalers, 
for  instance,  by  making  them  assem- 
ble shelf-ready  pallets  of  products. 

McKeever  doesn't  have  the  chan- 
nel assembly  business  to  himself. 
Tech  Data,  a  Florida  company  slight- 
ly larger  than  MicroAge,  is  gearing 
up.  Ingram  Micro,  the  $12  billion 
(revenues)  giant  of  the  industry,  is 
already  cranking  out  5,000  comput- 
ers a  month.  Inacom  Corp.,  with  $3 
billion  in  1996  revenues,  is  making  a 
big  push  in  channel  assembly 
(Forbes,  Mar.  24). 

"The  industry  has  always  been  full 
of  cowboys,"  says  McKeever.  This 
cowboy  has  no  intention  of  failing  to 
adapt.  ■■ 
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WEB  SOLVER 


"EGR  valve?  Sorry,  bud,  you'll  never  find  one  of 
those."  Unless  you  know  your  way  around  the  Web. 

Engine  search 


By  Robert  La  Franco 

Buying  a  used  car 
is  always  risky. 
Buying  a  1979 
Volkswagen  Beetle 
can  be  treacher- 
ous. You  can't  get 
parts. 

I  did  due  dili- 
gence before 
dropping  $3,500 
on  a  beautiful  '79 
convertible  Beetle 
after  moving  to 
Los  Angeles  19 
months  ago.  So  I 
was  warned. 

"See  that  piece 
there,  it's  called  an 
EGR  valve,  and  it's 
been  altered," 

explained  a  grease -soaked  sage  who'd 
done  a  pre-purchase  check  on  my 
buggy's  engine.  "This  car  will  never 
pass  smog." 

That  was  not  a  good  thing  for  an 
owner  who  planned  to  reside  in  Cal- 
ifornia. Without  a  successful  smog 
check,  the  car  was  just  2,200  pounds 
of  scrap  metal. 

I  called  around  to  a  few  different 
shops,  but  the  story  was  the  same. 
"Haven't  seen  one  for  years,"  grum- 
bled one  mechanic  about  the  valve. 
"The  only  way  to  get  it  would  be  to 
steal  it  from  another  Bug." 

I  wasn't  experienced  in  auto  theft, 
so  I  prowled  around  the  World  Wide 
Web.  Beetle  owners  are  as  rabid 
about  their  vehicles  as  riders  of 
Harley-Davidson  motorcycles  are 
about  theirs.  They  have  clubs,  out- 
ings, contests  and,  best  of  all,  Web 
sites  dedicated  to  trades,  sales  and 
spare  parts. 

When  I  entered  "Volkswagen"  into 
the  AltaVista  search  engine,  I  turned 
up  50,000  sites.  Near  the  top  there 
was  the  German  Air  Sucker  Society 
home  page  (see  table  for  address),  a 


wealth  of  unofficial  Bug  information, 
and,  further  down,  the  official  vw  of 
America  site,  which  unfortunately 
does  not  offer  replacement  parts. 

The  sheer  volume  of  sites  gave  me 
hope  to  hang  on  to.  If  so  many  inter- 
ested people  are  united  by  this  type 
of  car,  I  must  have  something  of 
value.  In  fact,  the  Swiss  Beetle  con- 
vertible club  pegs  my  car  at  about 
$6,200.  Assuming,  that  is,  that  the 
car  has  all  requisite  smog  valves. 

Nestled  in  the  list  was  a  home  page 
for  Smothers  Parts  International  in 
Santa  Rosa,  Calif.  I  clicked. 

Up  popped  an  order  form  and  a 
picture  of  the  Santa  Rosa  warehouse. 
I  called  directly,  explained  my  prob- 
lem and  within  weeks  had  a  rebuilt 

Information  highway 


and  fully  functional  valve  in  my  mail- 
box. The  cost:  $90.  Sick  of  mechan- 
ics, I  mounted  it  myself,  a  simple  job 
needing  two  screws,  a  rubber  gasket 
and  a  bit  of  scraping.  I  headed  off  to 
the  smog  station. 

My  Beetle  failed.  It  turns  out  that 
an  EGR  valve  (now  identified  as  an 
exhaust  gas  recirculation  valve)  is  use- 
less unless  it  has  a  connector 
rod  linking  the  arm  that  opens  and 
closes  the  valve  to  the  engine's  accel- 
eration lever. 

I  sent  an  E-mail  to  Smothers' 
experts.  No  luck.  The  valves  are  hard 
enough  to  come  by,  they  replied;  a 
connector  arm  is  nearly  impossible. 
They  suggested  I  go  to  Folkswagon 
in  nearby  Sun  Valley,  Calif,  which 
turned  out  to  be  a  graveyard  for  vw 
cars  and  parts. 

Bingo.  Folkswagon  had  no  valves 
to  speak  of,  but  a  connector  arm  was 
lying  beneath  a  mountain  of  folders 
on  the  owner's  cluttered  desk,  like  a 
tossed  penny.  I  snapped  it  up,  handed 
the  owner  $1  and  clicked  the  arm 
into  its  socket. 

I've  now  been  driving  the  car  legal- 
ly for  more  than  a  year,  and  Smothers 
has  become  a  regular  source  of  fix-it 
supplies,  like  the  $5  indicator  relay 
and  $25  do-it-yourself  manual  that 
saved  me  from  a  potentially  expensive 
repair  of  what  seemed  to  be  an  elec- 
trical system  meltdown. 

I've  since  discovered  a  vw  owner's 
directory  of  parts  dealers,  which  has 
hotlinks  to  40  suppliers,  and  Berlin, 
Conn. -based  Bug  City's  parts  and 
price  list.  Bug  City  inventories  hun- 
dreds of  obscure  used  and  new 
Beetle  parts. 

Got  an  old  car  with  a  parts  prob- 
lem? Check  it  out  on  a  Web  searcher. 
Typing  "Studebaker,"  for  example, 
into  AltaVista,  yields  5,580  sites; 
"Corvair,"  3,162  sites. 

Don't  give  up  on  your  classic  car 
without  doing  a  Web  search.  WM 


Smothers  Parts  International  www.carpart.com 

100,000  different  used  car  parts  available  on-line 


Classic  Car  Source  www.classicar.com 

Links  to  car  clubs,  museums,  swap  meets 


German  Air  Sucker  Society  www.classicar.com/ctubs/airsuckr/airsuckr.htm 

A  home  page  made  by  lovers  of  air-cooled  VWs    


Bug  City 

Specializes  in  obscure  Bug  parts. 


www.internet-95.com/company/bug_city/index.htm 
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Why  haven't  movie  projectors  gone  digital?  You  could 
lose  your  shirt  betting  that  it  wili  happen  soon. 

Where  analog 
still  shines 


By  Robert  La  Franco 

Steven  Spielberg  made  The  Lost 
World:  Jurassic  Park  with  heavy  use  of 
computer  animation.  Why  did  he  use 
a  108-year-old  technology,  the  movie 
projector,  to  show  the  film?  Universal 
Pictures  spent  millions  making  6,000 
copies  of  the  dinosaur 
film  on  celluloid  and 
shipping  the  prints  to 
theaters.  Transmitted 
by  satellite,  an  all-digi- 
tal movie  would  be 
much  cheaper  to  dis- 
tribute  —  perhaps 
$150,000.  Computer 
engineers  think  digital 
reproduction  could 
reduce  Hollywood's 
annual  film  costs, 
which  today  run 
maybe  $400  million 
for  100  Hollywood 
movies,  to  $14  million 
in  digital  form. 

But,  complains  mgm 
Studios'  head  of  worldwide  theatrical 
distribution,  Larry  Gleason,  "We  still 
deliver  cans  of  film  in  a  metal  box,  lug 
it  up  to  a  projection  booth,  unreel  it 
and  feed  it  through  a  projector." 

Why?  Because  digitally  projected 
movies  aren't  bright  enough  for  the 
big-screen  theater. 

Not  for  want  of  trying  by  engi- 
neers. Texas  Instruments,  Hughes- 
JVC  and  Sony  Corp.  have  invested  a 
combined  $1  billion  chopping 
movies  into  bytes.  Not  much  luck. 

Hughes-jvc  has  about  50  of  its 
digital  machines  installed  in  movie 
theaters,  but  none  of  those  is  being 
used  to  show  movies.  Instead  they're 
for  conferences  and  meetings. 

Likewise,  for  now,  for  the  clever 
projection  scheme  from  Texa  histru- 


ments,  in  which  an  array  of  micro- 
scopic silicon  mirrors  shine  light  on  a 
screen.  Tl  boasts  that  five  companies 
have  just  unveiled  professional  pro- 
jectors based  on  Ti's  Digital  Micro 
Mirror.  But  most  of 
those  systems  will  be 


used  in  offices 
and    the    rare  home 
(Disney's  Michael  Eisner 
is  rumored  to  have  one), 
not  movie  theaters. 

What  makes  celluloid  so 
tough  to  beat?  Contrast, 
brightness  and  resolution. 
Digital  projectors  haven't  had 
enough  power  to  fill  a  movie 
screen.  On  big  screens  the  images  are 
weak,  artificial.  "They  haven't  even 
caught  up  with  what  we  are  already  dis- 
carding," says  Richard  Sehlin,  develop- 
ment manager  for  professional  motion 
imaging  at  Eastman  Kodak. 

Blame  the  laws  of  physics.  Movie 
camera  film  is  made  by  melting  down 
wood  pulp  into  a  clear  plastic,  called 
celluloid,  then  dividing  the  strip  into 
frames  and  loading  them  up  with  tiny 
crystals  of  silver  halide,  which  register 


light  in  all  of  its  subtle  intensities  and 
colors.  All  you  need  is  a  bright  bulb 
to  project  the  image  on  the  screen. 

Conventional  celluloid  projectors  are 
very  powerful.  A  typical  model  houses 
a  2, 000- watt  bulb  that  generates 
80,000  lumens  of  light  power — the 
equivalent  of  forty-six  100-watt  incan- 
descent bulbs.  Most  of  the  light  is  lost 
inside  the  projector,  but  the  machine 
can  still  send  8,000  lumens  across  a 
theater.  That's  enough  light  to  fill  an 
800-square-foot  screen.  These  projec- 
tors also  produce  a  full  range  of  colors 
in  a  full  range  of  intensities,  with  the 
brightest  spots  showing  up  1 ,000  times 
brighter  than  the  darkest. 

Digital  projectors  have  barely  been 
able  to  meet  the  contrast  ratio,  and 
most  produce  only  6,000  lumens. 
That  limits  them  to  600-square-foot 
screens. 

Digital  projection  machines 
are  complex.  To  match  the 
depdi  of  film,  which  car- 
ries 40  million  silver 
halide  crystals  per  frame,  a 
digital  projector  must  store 
40  megabytes  of  data  per 
frame,  or  1  billion  per 
second  of  film,  or  5.5 
trillion  for  a  90- 
minute  feature. 
Therefore,  they  are 
very  expensive. 
Hughes-jvc's 
latest  machine,  model  12K, 
goes  toe-to-toe  with  celluloid  pro- 
jectors in  every  measure  except  res- 
olution, its  designers  say.  One  of  its 
tricks  is  to  make  do  with  fewer 
pixels  by  mixing  images  flashed 
from  cathode-ray  tubes  (like  a 
projection  TV)  with  a  light 
source  in  amorphous  silicon 
V       liquid.  This  machine  sends 
-  12,000  lumens  but  doesn't 
meet  cinema  standards  on  screens 
wider  than  40  feet. 

Then  there's  the  cost.  A  celluloid 
projector  runs  $20,000,  the  cheapest 
digital  one  $70,000,  and  the  top- 
drawer  Hughes  machine  $250,000. 

The  marketers  at  Hughes-JVC  envi- 
sion a  new  industry  of  middlemen 
who  will  finance  the  conversions  and 
recover  their  outlays  by  beaming  in 
pay-per-view  fights,  concerts  or 
Broadway  plays  in  real  time. 

They're  still  dreaming.  BH 
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arning  Curve 


Over  60  percent  of  America's  top  100 
mortgage  servicers  already  take  advantage 
of  our  unique  combination  of  industry 
knowledge  and  computing  expertise. 
Now  financial  institutions  are  calling  on  our 
expertise  in  communications  to  extend 
"virtual  banking"  to  the  home  and  any- 
where else  the  network  can  reach. 


ALWAYS  MORE  THAN  YOU  THOUGHT 

1-888-2-ALLTEL  www.alltel.com 
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THE  SOFTWARE  HORIZON 


The  beauty  of 
metaphor 


BY  GUY  KAWASAKI 


Guy  Kawasaki  is 
an  Apple  fellow 
and  author  of 
How  to  Drive  Your 
Competition  Crazy. 


I  SEE  them  when  I  eat  at  the  Apple  cafeteria: 
the  next  generation  of  revolutionaries.  Java 
programmers,  Web  masters  and  Internet  con- 
tent creators.  These  kids  come  to  work  on 
mountain  bikes,  roller  blades  and  skateboards. 
They  have  pet  lizards  and  like  to  play  pool.  It 
takes  them  three  tries  to  get  through  the 
metal  detector  at  the  airport.  They  know  a  lot, 
but  there  is  one  thing  they  might  not  know 
well  enough:  the  importance  of  packaging. 

Specifically,  I  am  talking  about  the  way  soft- 
ware appears  on  the  computer  screen.  In  engi- 
neering talk,  the  interface.  For  them,  and  for 
anyone  else  creating  the  new  gizmos  for  the 
next  millennium,  I  offer  a  little  bit  of  wisdom 
from  the  user  interface  engineers  at  Apple 
Computer:  Interfaces  matter.  Here  are  the 
ways  to  make  a  good  one. 

Use  metaphors  from  the  real  world. 
Metaphors  like  a  trash  can  or  a  file  folder 
don't  have  to  be  explained — or  at  least 
explained  more  than  once.  These  metaphors 
help  people  feel  comfortable  with  a  product 
immediately  because  they  think  they  already 
know  something  about  how  it  works.  A 
good  metaphor  is  universal,  ideally  more 
recognizable  than  any  text  that  could  be  used 
for  a  label.  But  don't  use  metaphors  for  the 
sake  of  using  metaphors.  For  a  bad  example, 
look  at  the  icons  on  your  car's  instrument 
panel.  Most  people  have  never  seen  an  oil  can, 
so  how  would  they  know  what  the  icon 
stands  for? 

Permit  direct  manipulation.  Users  need 
to  see  an  immediate  reaction  to  each  action 
they  take,  so  that  they  know  they  are  in  con- 
trol. Users,  not  the  product,  should  initiate 
actions  and  commands,  except  where  they 
have  purposely  abdicated  control  to  the 
product. 

Give  every  clue  that  you  can,  not  over- 
looking color  and  size.  My  cellular  telephone 
has  a  "send"  button  that's  red  and  the  same 
size  as  every  other  button.  Wouldn't  you 
think  that  this  button  would  be  larger  than 
the  other  buttons  and  green? 

Be  consistent.  There  are  two  types  of  con- 
sistency: internal  and  external.  Internal  consis- 
tency means  that  doing  the  same  thing  in  dif- 


ferent parts  of  the  product  produces  the  same 
result.  External  consistency  means  that  doing 
the  same  thing  in  different  products  has  the 
same  result.  The  prevalence  of  both  types  of 
consistency  has  been  one  of  the  key  values  of 
the  Macintosh  user  interface. 

Strive  for  the  Wysiwyg  ideal:  Wysiwyg, 
meaning  "what  you  see  is  what  you  get." 
There  shouldn't  be  a  significant  difference 
between  what  users  see  on  a  computer  screen 
and  what  they  get  when  they  print  or  publish 
to  the  Web.  Wysiwyg-ness,  however,  doesn't 
have  to  be  limited  to  computers;  for  example, 
the  meal  you  get  at  a  restaurant  should  look 
like  the  picture  in  the  menu. 

An  ugly  interface  is 
a  product  killer. 

Provide  feedback.  When  printing,  users 
need  to  see  that  various  processes  are  taking 
place — and  not  just  have  to  hope  that  the 
document  will  be  at  the  printer  when  they 
walk  over  to  it.  Imagine  if  you  pressed  a  floor 
button  in  an  elevator  and  it  didn't  light  up. 

Show  forgiveness.  Users  make  mistakes, 
no  matter  how  well-designed  the  user  inter- 
face. Forgive  them.  Give  them  ways  to  get 
themselves  out  of  trouble,  reverse  a  process 
and  avoid  permanent,  catastrophic  results. 
This  encourages  exploration  and  learning  by 
doing — which  are  necessary  since  no  one  ever 
reads  the  manual. 

Pay  attention  to  esthetics.  An  unattractive 
interface  detracts  from  the  pleasure  of  using  a 
product.  For  example,  interfaces  that  use 
monospaced  fonts  or  all  capitalized  text  are 
ugly.  In  the  real  world,  there  are  ugly  things 
and  there  are  beautiful  things,  so  don't  settle 
for  mere  functionality  in  your  interface's  rep- 
resentation of  the  real  world. 

Don't  oversimplify.  Sometimes  less  is  less 
and  more  is  more.  Gadgets  like  a  VCR  con- 
troller require  using  the  same  buttons  to 
access  different  features.  You  tell  the  gadget 
what  to  do  by  holding  down  combinations  of 
buttons  or  tabbing  through  levels  of  an 
interface.  This  is  because  someone  got  it  in 
his  brain  that  fewer  buttons  equal  easier 
interface.  This  isn't  true  if  you  force  people 
to  use  combinations  of  buttons.  Having  a 
few  more  buttons  dedicated  to  specific  func- 
tions is  better. 

These  guidelines  were  developed  specifically 
for  the  user  interface  of  computers,  but  they 
can  be  applied  to  almost  any  gadget,  so  go 
down  into  your  engineering  department  and 
see  how  your  products  stack  up.  I  bet  you'll 
be  dismayed.  H 
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you  to  a  world  of  system 
solutions  more  advanced  than  you  might  have 
imagined.  Everything  from  digital  systems 
that  connect  document  processing  to  your 
network,  to  America's  number  one  copier 
company  1 5  years  running.* 

And  while  others  may  try  to  impress  you  with 
their  name,  we  use  technological  leadership  to 
make  our  point. Take  the  NP  6085,  for  instance, 
A  high-volume  copier  that  introduces  both  central 
reproduction  and  departmental  users  to  a  new 
level  of  productivity  And  the  GP200R  the  most 
advanced  digital  solution  yet  for  copying, 
printing,  faxing  and  scanning  directly  on  your 
network.  Advanced  systems  the  competition 
would  prefer  you  not  know  about. 

So  if  you're  looking  for  the  right  solution 
for  your  office,  look  a  little  further.  And  a 
little  higher.  For  more  information,  call 
l-800-OK-CANON  anytime,  or  visit  us  on  the 
Web  at  http://www.usa.canon.com. 


"Source:  Dataquest 

A  Gartner  Group  Company 
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BY  ANDREW  J.  KESSLER 


Andrew  J.  Kessler  is  a 
general  partner  of 
Velocity  Capital 
Management,  a 
technology  and 
communications 
investment  company  in 
Palo  Alto,  Calif. 
akessler@velcap.com 


Those  who  are  wired  are  now  no  more 
than  200  milliseconds  away  from  each  other, 
and  marketers  want  to  make  the  most  of  this. 
If  they  could,  they'd  pitch  you  in  the  shower. 
Effects  so  far  discernible  span  the  good,  the 
bad  and  the  ugly. 

First  the  bad:  junk  E-mail.  Lists  of  E-mail 
addresses  are  obtainable  from  on-line  services 
and  news-group  postings.  With  these  lists, 
direct  marketers  can  blast  millions  of  unsolicit- 
ed messages,  collectively  known  as  Spam.  (Yes, 
the  canned  ham  made  famous  by  Monty 
Python.)  Spam  fills  your  in-box  with  offers  for 
legal  services,  magazine  subscriptions,  ginzu 
knives  and  even  E-mail  lists.  E-junk  costs 
nothing  to  send,  so  it  can  only  get  worse. 

Now  the  good.  When  you  want  to  buy 
something,  it's  great  being  milliseconds  away 
from  the  seller.  Consider  the  humble  800 
number,  through  which  a  sales  representative 
can  answer  your  questions  and  take  your 
order  and  credit  card  number.  A  slew  of  soft- 
ware firms,  led  by  Clarify,  Remedy,  Vantive 
and  Scopus,  now  provide  sales  reps  and  help- 
desk  staffers  with  labor-saving  tools  that 
speed  up  the  order-taking  process  and/or 
automate  the  retrieval  of  answers  to  common- 
ly asked  questions. 

All  this  works  fine  for  individuals,  who  buy 
things  one  at  a  time,  but  not  for  corpora- 
dons,  which  buy  en  masse.  That's  why  rlesh- 
and- blood  sales  people  still  pound  the  pave- 
ment. Yet  you  can't  get  to  them  when  you 
need  them;  usually  they  get  to  you  when  you 
don't.  Why  not  digitize  these  guys,  too? 

That's  the  brief  of  Siebel  Systems  (FORBES, 
May  19)  and  Aurum  Software,  which  sell  pro- 
grams that  help  salespeople  reach  corporate 
purchasing  officers  at  the  most  propitious 
times.  Better  still,  they  help  management  fol- 
low what  its  sales  force  is  doing,  the  better  to 
budget  for  each  quarter's  production.  It  has 
dawned  on  Clarify  and  Vantive  that  this  busi- 
ness hardly  differs  from  their  own,  and  they 
too  are  now  getting  into  the  sales  force 
automation  business. 

Now  for  the  ultimate  in  small  worlds:  the 
Web.  It  is  litde  more  than  a  glorified  shop- 
ping mall,  so  far  w  ith  a  lot  of  window  shop- 


ping and  not  too  many  cash  registers.  But  the 
time  lapse  from  inquiry  to  sale  is  getting 
shorter. 

Imagine  you  are  looking  for  widgets.  You 
search  through  a  few  widget  Web  sites  and 
settle  on  Widgets-R-Us.  You  read  the  firm's 
spiel  but  need  more  details,  so  you  fill  out  an 
on-line  form  with  your  name,  address,  phone 
number  and  E-mail  address,  and  click  the 
submit  button.  Seconds  later  the  phone  rings. 
It's  Joe,  from  Widgets-R-Us.  He's  calling  on 
his  cell  phone  from  Interstate  287,  no  more 
than  20  minutes  away.  Can  he  stop  by,  show 
you  some  samples  and  answer  your  questions? 
Your  first  reaction  is  to  look  behind  you  and 
figure  out  which  joker  in  your  office  is 
pulling  your  chain.  But  then  you  realize  Joe  is 
for  real.  The  sales  loop  is  getting  tighter,  the 
ultimate  in  instant  gratification. 

Santa  Clara,  Calif. -based  Vantive  has  a  neat 
application,  called  MiniVan,  that  enables  such 
wizardry.  It  gathers  information  from  call 
centers  and  Web  databases,  sorts  it  by  territo- 
ry and  forwards  it  to  a  hungry  salesperson. 

You  fill  out  an  on-line 
form.  Seconds  later, 
the  phone  rings.  It's  a 
salesman,  who  just 
happens  to  be  driving  by. 


The  Web-to-phone  trick  works,  thanks  to 
Unwired  Planet,  of  Redwood  Shores,  Calif., 
whose  Up. link  program  translates  data  into  a 
form  digital  phones  can  understand:  hdml,  or 
Handheld  Device  Markup  Language. 

Finally  the  ugly.  The  latest  tool  to  create  a 
small  world  is  the  push  technology  now 
being  hyped  by  PointCast,  Marimba, 
Netscape  and  Microsoft.  Rather  then  wait  for 
you  to  pull  information  from  a  Web  site, 
push  dumps  it  onto  your  PC.  When  you  want 
it,  it  is  already  there,  waiting  for  you,  so  the 
concept  goes.  All  very  fine,  but  what  scares 
me  is  that  E-mail  was  supposed  to  work  the 
same  way.  If  E-mailed  Spam  comes  one  can 
at  a  time,  pushed  Spam  may  be  splattered  all 
over  the  place.  H 
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ach  new  wave  of  technol- 
ogy promises  faster,  more 
efficient  communications. 
Cellular  phones,  fax,  E-mail, 
videoconferencing,  notebook  computers 
and  the  Internet  have  undeniably  acceler- 
ated the  pace  and  sphere  of  business.  Yet, 
despite  this  armada  of  high-tech  commu- 
nications, business  is  still  conducted  best 
the  old-fashioned  way  —  by  being  there. 
Technology  has  not  eliminated  the  need 
to  travel. 

"Air  travel  is  a  vital  communications 
link,"  says  Jack  Olcott,  president  of  the 
National  Business  Aviation  Association 
(NBAA),  a  50-year-oid  organization 
representing  more  than  4,600  compa- 
nies operating  business  aircraft.  "There's 
no  question  about  it.  Travel  drives 
the  economy." 

For  companies  large  and  small  in 
every  corner  of  the  world,  the  business 
aircraft  is  the  most  effective  tool  for  busi- 
ness travel.  Over  the  last  two  decades,  the 
number  of  companies  using  business  air- 
craft has  tripled.  In  the  U.S.  alone,  more 
than  7,500  companies  operate  1 1,000  tur- 
bine-powered business  aircraft  and  thou- 
sands of  other  companies  operate  business 
aircraft  worldwide.  What's  more,  many 
other  organizations  across  the  globe  log 
millions  of  charter-flight  hours  annually. 

THE  RIGHT  TOOL  FOR  THE  JOB 

'The  business  aircraft  that  are  current- 
ly being  manufactured  really  reflect  the 
changing  and  growing  needs  of  business," 
says  Ed  Bolen,  president  of  the  General 
Aviation  Manufacturers  Association 
(GAMA),  a  national  trade  association  rep- 


resenting 53  manufacturers  of  aircraft, 
engines  and  components. 

'There  are  opportunities  out  there 
that  we  could  not  possibly  take  advantage 
of  without  the  corporate  airplane,"  Bolen 
points  out.  There  are  developing  markets 
and  new  labor  pools  that  must  be  tapped 
to  remain  efficient.  The  business  aircraft 
is  the  most  effective  business  tool  for 
achieving  a  company's  potential  in 
these  areas." 

Bolen  underscores  the  power  of  busi- 
ness aviation  in  the  wake  of  global  com- 
petition. "The  new  wave  of  ultra-long- 
range  aircraft  only  serves  to  confirm  that 
great  opportunity  exists  in  the  global 
marketplace,"  he  says.  "It  is  a  tremendous 
sign  that  we  want  to  have  a  world  that  is 
totally  accessible." 

The  reality  is  that  thousands  of 
companies  use  business  aircraft  daily  to 
work  harder  and  more  effectively.  These 
companies  are  not  household  names 
and  they  operate  from  towns  and  cities 
that  most  of  us  have  never  heard  of. 
Most  business  aviation  users  are  small 
companies  across  the  nation  and  the 
world  that  stay  in  touch  with  their  cus- 
tomers, vendors,  subsidiaries  and  plants 
through  the  most  efficient  and  effective 
means  possible. 

Companies  using  business  aircraft 
have  a  proven  record  of  success.  The 
increase  in  demand  and  high  level  of 
enthusiasm  for  business  aircraft  result 
from  these  growth  and  success  stories. 
These  are  companies  that  are  expanding. 
They  need  competitive  tools  to  ensure 
their  presence  is  strong  in  a  highly  com- 
petitive market. 


|  THE  CLEAR  ADVANTAGES  OF 
|  BUSINESS  AIRCRAFT 
■Time 

■  Business  aircraft  save  time  by  flying  directly  to 
the  ultimate  destination.  These  aircraft  have 
access  to  more  than  5,000  airports  in  communi- 
'  ties  across  the  nation  compared  with  about  550 
i  airports  served  by  scheduled  air  carriers.  In  addi- 
tion, two-thirds  of  all  airline  passengers  travel 
between  29  hub  airports,  causing  major  delays  as 
a  result  of  plane  changes  and  indirect  routes. 

■  Flexibility 

Be  master  of  your  schedule.  Go  when  you  need  to. 
Return  when  you  want  to.  Business  must  move 
decisively,  flexibly  on  its  own  schedule,  but  busi- 
ness aviation  is  a  great  deal  more  than  just 
transportation.  The  business  aircraft  is  a  mobile 
office  in  the  sky  with  capabilities  that  exceed 
those  of  many  offices  on  the  ground. 

■Productivity 

You  can  work  en  route  independently  or  as  a  group 
without  concern  for  prying  eyes  or  ears.  You  can 
phone,  fax  and  E-mail  confidentially  and  receive 
live  news,  weather  and  financial  updates  across 
the  globe,  whether  you're  on  the  ground  or  in  the 
air.  Travel  time  becomes  productive  time. 

■Mobility 

Business  aircraft  allow  companies  to  establish 
new  customers  and  suppliers  in  places  that  were 
largely  inaccessible  or  too  time-consuming  to 
reach.  And  business  aviation  creates  the  opportu- 
nity for  companies  to  set  up  plants  and  facilities 
in  remote  or  rural  areas. 

■Safety,  Comfort,  Privacy 

In  recent  years  business  aircraft  have  compiled 
an  outstanding  safety  record,  comparable  to  or 
I  better  than  the  airlines.  Companies  that  operate 
business  aircraft  have  direct  control  over  mainte- 
nance and  crew  training.  They  know  who  and 
what  is  aboard  the  aircraft,  and  they  arrive  and 
depart  from  private  executive  terminals  outside 
public  view. 


Boeing  Business  Jets 


Space  that  really  pays  Off.  In  this  era  of  global  commerce,  you 
need  productive  work  space  that  goes  anywhere — from  cities  to  remote 
corners  of  the  world.  You  need  a  conference  area.  Private  work  space. 
Instant  communication  links  to  headquarters.  What  you  really  need  is 
Class  A  office  space  that  can  fly.  This  is  it:  The  Boeing  Business  Jet. 

It  has  the  range  and  capacity  needed  to  fit  your  mission — easier  than 
tailoring  your  mission  to  fit  the  limitations  of  a  smaller  plane.  Room 
for  in-flight  work  or  relaxation.  Impressive  storage  capabilities  and 
flexible  design.  International  range  with  nearly  three  times  more 
space  than  the  competition — at  a  comparable  price. 

The  Boeing  Business  Jet.  It's  a  smart  business  move. 


For  more  information  about  new  dimensions 
in  space,  comfort,  utility,  and  support,  contact 
Borge  Boeskov,  president,  Boeing  Business  Jets. 
Call  206-655-9800  or  visit  our  Web  site  at: 
http://www.boeing.com/bbj 
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Boeing  &  General  Electric 
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MAKING  SENSE  OF 
BUSINESS  TRAVEL  OPTIONS 


n  a  business  environment 
of  downsizing  and  rightsiz- 
ing, coupled  with  demands 
for  increased  efficiency, 
time  is  more  precious  than  ever.  That 
means  that  decisions  regarding  business 
travel  must  be  carefully  considered. 

While  business  travel  is  a  necessity, 
business  travel  decisions  are  rarely 
simple.  Many  perceive,  for  instance, 
that  an  airline  trip  is  less  expensive 
than  a  business  aircraft  flight.  That 
view  can  prove  to  be  grossly  inaccurate 
if  you  calculate  the  actual  value  of 
travel  time. 

That's  easier  said  than  done. 
Business  aviation  offers  time,  productiv- 
ity, efficiency  and  cost-savings  benefits, 
but  these  are  complex  and  often  hard  to 
calculate.  Tangible  benefits  require 
complicated  tracking,  and  intangible 
benefits  are  not  easily  measured. 

Until  now,  hunches  were  often 
the  basis  for  choosing  between  the 
company  aircraft  and  airline  flights. 
Routinely,  out-of-pocket  cost  alone 
was  the  sole  decision  criterion. 

Last  year,  the  National  Business 
Aviation  Association  delivered  Travel- 
Sense,  a  unique  software  program  that 
tracks  business  productivity.  The  pro- 
gram is  designed  to  help  managers 
make  informed  go,  no-go  and  best- 
way-to-go  business  travel  decisions. 
It  is  the  long-missing  analysis  tool  that 
allows  users  to  acknowledge  that  time 
has  value. 

Travel$ense  is  fast,  easy  to  use, 
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highly  flexible  and  can  be  fully  cus- 
tomized. Now  companies  can  calculate 
true  travel  costs  and  make  intelligent, 
informed  travel  decisions. 

That  analysis  can  have  surprising 
results.  Travel$ense  dials  into  a  com- 
puter reservation  system,  and  compares 
airline  flight  times  and  fares  with  the 
actual  costs  of  two  user-defined  alter- 
natives, such  as  company  or  charter 
aircraft. 

Next,  the  program  examines  the 
issue  of  time  and  expenses  and  places  a 
dollar  value  on  those  items.  What  is 
the  airport  driving  time?  How  much 
time  is  spent  at  airline  terminals  and  en 
route?  If  overnights  are  required,  what 
about  hotel  and  meal  costs? 

Travel$ense  also  considers  produc- 
tivity issues.  On  business  aircraft,  pas- 
sengers can  work,  discuss  sensitive 
company  material,  and  phone,  fax  and 
E-mail.  That's  work  completed  that 
can't  be  done  in  a  public  environment. 
That  work  has  value 

Travel$ense  allows  a  company  to 
consider  all  the  issues  and  then  com- 
pare travel  options.  It's  an  accurate 
evaluation  tool  that's  finally  available 
for  making  intelligent,  comprehensive 
travel  decisions,  easily  and  within  sec- 
onds. The  assumptions  in  Travel$ense 
are  based  on  a  company's  own  priori- 
ties and  values.  The  analysis  is  impar- 
tial, and  the  program  does  not  decide 
or  recommend.  Travel$ense  merely 
presents  the  facts,  and  leaves  the  ulti- 
mate decision  to  you. 


CREATING  VALUE 

Kimball  International's  headquarters  are  in 
Jasper,  Ind.,  an  hour-and-a-half  drive  from  the 
nearest  airline  airport.  With  divisions  and  facto- 
ries in  Mississippi,  Alabama,  Idaho,  California 
and  England,  time  savings  and  accessibility  are 
important  reasons  why  the  company  operates  a 
Falcon  50  and  a  smaller  jet.  Both  are  parked  eight 
miles  away  at  the  local  airport. 

"Many  of  our  flights  bring  customers  to  our 
plant  and  showroom,"  says  Bill  King,  director  of 
flight  operations.  With  the  Falcon  50,  King  can  fly 
customers  nonstop  from  San  Francisco  in  four 
hours.  After  an  evening  with  Kimball  Inter- 
national's managers  followed  by  a  full  day  at  the 
showroom  and  plant,  he  can  have  passengers 
back  on  the  West  Coast  for  dinner.  "We  reduce  a 
three-day  commercial  travel  schedule  to  a  day 
and  a  half,"  he  says. 

With  facilities  across  the  country  and  over- 
seas and  a  need  to  fly  technicians,  engineers, 
division  managers  and  senior  management,  the 
company  airplane  saves  thousands  of  man-hours 
annually.  "We  might  not  always  compete  with  air- 
lines on  price  but  we  can  compete  with  service, 
on-time  delivery  and  time  saving,"  says  King.  His 
passengers  can  be  landing  in  New  York  in  less 
than  the  driving  time  to  the  Louisville,  Ky.,  airport. 

The  three-engine  Falcon  50  can  operate  out  of 
shorter  runways  on  hot  summer  days  with  suffi- 
cient fuel  to  fly  long  distances.  "We  needed  non- 
stop capability  anywhere  in  the  country,"  says 
King.  "The  Falcon  50  also  has  the  cabin  size  and 
range  capability  to  fly  our  international  missions. 

"We  are  a  progressive  company,"  he  says, 
"and  we  look  at  the  best  tools  for  our  business. 
The  airplane  is  a  primary  business  tool.  We 
wouldn't  use  it  if  it  didn't  create  value." 


filial 
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before  some  of  today's  head  honchos  could  focus  on  much  of  anything. 


When  we  created  our  business  aviation  insurance  department  in  1945,  many 
of  our  current  customers  were  just  beginning  to  take  off  on  two  legs.  We  were 
the  first  U.S.  insurance  company  to  specialize  in  business  aviation.  Over  the 
years,  we've  worked  with  a  wide  variety  of  customers  and  nearly  all  types  of 
aircraft.  Our  experience  enables  us  to  offer  you  what  you  value  most.  Stability. 
Responsiveness.  Reliability.  And  customized  coverage.  We  understand  your 
individual  aviation  needs.  And  we're  here  for  the  long  haul.  Why  not  trust 
your  aircraft  to  CIGNA?  We  have  a  clear  vision. 


For  more  information,  call  your  agent  or  broker. 
CIGNA  Property  r  t  J 

&  Casualty  questions  about  business  aviation, 

Specialty  Insurance  contact  Jeff  Moitozo  at  215.761.8180. 

A  Business  of  Caring.  Visit  us  at  http://www.cigna.com/pcinsurance/aero 


IGNA"  refers  to  operating  subsidiaries  of  CIGNA  Corporation  within  CIGNA  Property  &  Casualty.  Products  and  services  are  provided  by  the  operating  subsidiaries. 
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A  VIATION 


BOEING  GOES  CORPORATE 


n  yet  another  affirmation 
of  the  explosive  growth  in 
global  business,  aerospace 
giant  Boeing  is  introducing 
an  ultra-long-range  corporate  version  of 
the  Boeing  737  —  the  world's  most  pop- 
ular airliner.  "We  have  been  watching 
the  corporate  marketplace  for  some 
time,"  said  Borge  Boeskov,  president  of 
the  newly  formed  Boeing  Business  Jets. 
"We  are  convinced  of  the  need  for  this 
wide-body,  ultra-long-range  interconti- 
nental aircraft." 

Boeskov  emphasizes  that  the  Boeing 
Business  Jet  is  not  a  standard  airliner  but 
an  all-new,  higher-flying,  faster  variant 
of  the  737.  It  contains  a  new  wing  and 
fuel  system  designed  to  achieve  the 
7,200  statute  mile  (sm)  ranges  required 
for  nonstop  flights  between  New  York 
and  Tokyo  or  London  and  Johannesburg. 

The  new  corporate  Boeing  will  have 
an  interior  customized  for  each  purchaser. 
A  typical  layout  in  the  massive  cabin 
could  include  a  lounge  area,  a  sleeping 
area  for  10  to  15  people  and  a  crew  rest 
area  (needed  for  12-  to  14-hour  flights). 
An  additional  convertible  cabin  section 
will  allow  an  overnight  change  from  a 


conference  room  to  high-density  seating 
for  a  group  of  25  to  55  passengers. 

"We  wanted  the  functional  space  to 
carry  an  executive  team  that  needed  to 
rest  and  work  en  route,"  Boeskov  said. 
"You  can  do  anything  in  this  airplane 
that  you  can  do  in  your  office  or  board- 
room and  more."  Amenities  will  include 
satellite  communications  for  telephone, 
fax  and  data  link,  TV/VCR  for  presenta- 
tions, an  Airshow  system  with  real-time 
news  updates  and  direct  broadcast  TV, 
plus  many  other  standard  office  facilities. 

When  this  new  business  aircraft 
lands  anywhere  in  the  world,  says 
Boeskov,  it  will  provide  attractive, 
functional  business  surroundings  that 
can  be  used  as  a  local  office  or  confer- 
ence facility.  It's  like  having  a  branch 
office  anywhere  worldwide. 

The  flight  deck  of  the  Boeing  Busi- 
ness Jet  will  also  be  uniquely  high  tech. 
Boeing  plans  to  include  the  sophisticated 
flight  deck  technology  found  aboard  the 
new  Boeing  777  airliner  along  with  the 
latest  safety  enhancements. 

How  big  is  the  market  for  this 
new  aircraft?  With  orders  flowing  in, 
Boeskov  affirms,  "We're  looking  at  a 

demand  for  about  two  per 
month  right  now."  That's 
nearly  double  Boeing's  ini- 
tial expectation.  Orders 
are  divided  equally 
between  domestic  and 
international  buyers. 

The  new  Boeing, 
with  global  capability, 
is  redefining  the  ideas 
of  "worldwide  headquar- 
ters" and  "global  commu- 
nications." 


WIRED  FOR  LIFTOFF 

"If  it  has  a  wire  attached,"  says  Bill 
Burgerhoff ,  "AMP  has  probably  had  some 
involvement."  The  Harrisburg,  Pa.,  company 
makes  electronic  connectors  for  manufacturing 
companies  worldwide. 

Burgerhoff  is  AMP's  director  of  global  flight 
operations  and  oversees  the  company's  six  busi- 
ness aircraft.  "These  aircraft  are  time  machines," 
Burgerhoff  explains.  The  AMP  fleet  is  used  by 
thousands  of  employees  at  all  corporate  levels. 

"Our  flight  operation  sells  flexibility  and 
time,"  he  says.  AMP  Chairman  Jim  Marley  agrees. 
"The  right  aircraft  in  the  right  circumstances 
multiplies  the  effectiveness  of  management, 
engineers,  technicians  and  other  key  employees." 

An  AMP  shuttle  links  the  Harrisburg  head- 
quarters with  a  Greensboro,  N.C.,  plant.  Two 
18-passenger  turboprops  route  between  facilities 
13  times  weekly.  Last  year,  the  shuttle  carried 
12,000  passengers. 

Two  smaller  turboprops  are  used  daily  to 
send  engineers  and  researchers  to  customer 
sites.  Providing  the  highest  level  of  customer 
service  is  an  AMP  priority. 

AMP's  newest  aircraft  is  a  Dassault  Falcon 
2000,  selected  for  its  speed,  performance,  non- 
stop capability  anywhere  in  the  U.S.,  and  a  cabin 
that  can  seat  10  comfortably.  The  Falcon  2000  is 
used  primarily  for  long-distance  trips  to  AMP's 
domestic  and  international  customers,  suppliers 
and  facilities.  "We  routinely  fly  coast  to  coast  or 
to  Europe,"  says  Burgerhoff.  "It  is  a  tremendous 
time  saver  and  en  route,  passengers  can  work, 
relax  or  sleep  so  they  are  fresh  and  prepared  on 
arrival."  The  cabin  has  phone,  fax  and  data-link 
capability,  plus  a  VCR  used  regularly  to  review 
presentations  en  route. 

Marley  comments  that  the  aircraft  slice  typi- 
cal travel  time  by  at  least  50%.  They  also  provide 
essential  flexibility  to  go  wherever  necessary  and 
at  any  time.  Most  flights  are  direct  to  places  well 
off  the  commercial  flight  path.  Burgerhoff  empha- 
sizes, "We  don't  fly  in  competition  with  the  air- 
lines; we  offer  a  service  that  they  can't  provide." 


Buy 


Yourself 
Some 
Time. 


Our  Fiexjet  program  gives  you  all  the  benefits 
of  owning  a  business  jet  for  a  fraction  of  the  cost. 


You  can't  change  the  number  of  hours  in  a  day. 
But  you  can  take  control  of  your  schedule  with  F/exJet' 
fractional  ownership.  It's  not  time-sharing.  It's  better. 
It  gives  you  guaranteed  access  any  day,  24  hours  a  day, 
on  as  little  as  four  hours  notice.  Not  just  to  one  jet,  but 
to  a  fleet  of  Learjet"  and  Challenger"  business  aircraft. 

So,  instead  of  hub-hopping  between  the  500  North 
American  airports  served  by  commercial 
carriers,  you  can  fly  nonstop  to  any  of  5,500. 


On  your  own  jet.  Completely  managed  by  Business 
jetSolutions™,  the  executive  aviation  affiliate  of  American 
Airlines,  in  partnership  with  Bombardier,  the  world 
leader  in  business  jets. 

You  can  increase  efficiency.  Up  productivity.  Maybe 
even  get  a  life.  All  for  as  little  as  $170,000  a  year*  over  five 
years.  It's  easy.  And  it  puts  you  right  where  you  should  be. 
In  control.  Call  1-800 -590 -JETS. 


B     U     S  I 


E     S  S 


Jet  Solutions 

the  executive  aviation  affiliate  of  AmericanAirlines 


♦Estimated  annual  after-tax  cost  of  ownership  of  1/8  share  (500  occupied  hours  over  five  years)  in  a  Learjet  51A.  Conditions  apply. 

American  Airlines  is  a  registered  trademark  of  AMR  Corporation  Inc.  Learjet,  Challenger,  Business  ]etSolutions  and  F/oJet  are  trademarks  of  Bombardier  [nc 
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TWO  AIRPLANES  FOR  A  QUARTER 


ichard  Santulli  launched  a 
revolution.  When  he  con- 
ceived Executive  Jet's 
Netjets  program  —  a 
hybrid,  aircraft-ownership  plan  that 
combines  the  economic  benefits  of  a 
time-share  with  guaranteed  travel  avail- 
ability —  few  believed  it  would  work. 
Today,  fractional  ownership  is  the 
hottest  idea  in  business-jet  acquisition. 
It  is  the  most  effective,  time-saving  busi- 
ness-travel solution  in  situations  where  a 
company  has  neither  the  usage  require- 
ments nor  the  personnel  resources  to 
own  and  operate  an  aircraft  itself. 

Who  can  argue?  For  a  fraction  of  the 
cost  of  a  wholly  owned  aircraft,  a  com- 
pany receives  all  the  full-ownership  ben- 
efits including  tax  advantages  and  a  great 
deal  more.  Operational  concerns,  over- 
heads or  inconveniences  vanish.  One 
phone  call  puts  your  travel  department 
at  the  nearest  of  5,000  airports  across 
the  nation. 

Santulli's  Montvale,  N.J. -based 
Executive  Jet  Inc.  is  currently  the  world's 
largest  purchaser  and  operator  of  busi- 
ness aircraft.  In  the  last  year  alone, 
Executive  Jet  grew  by  75%.  By  year-end, 
more  than  I  30  aircraft  will  be  operating 
in  the  Netjets  program,  representing  in 
excess  of  700  owner-interests.  The  sky- 
rocketing growth  is  a  graphic  response 
to  the  need  to  buy  time,  productivity 
and  opportunity  in  the  most  cost- 
effective  manner. 

Netjets  owners  invest  in  a  quarter- 
or  an  eighth-share  of  an  aircraft  and  pay 
that  fraction  of  the  full  cost.  In  turn, 


they  receive  a  guarantee  that  the  aircraft 
will  be  available  within  four  to  six  hours, 
anywhere  in  the  U.S.  and  anytime  they 
want  it.  Quarter-share  owners  have  an 
allocation  of  200  flight  hours  annually, 
eighth-share  owners  have  a  100-flight- 
hour  annual  allocation. 

Each  owner  also  pays  an  appor- 
tioned monthly  fee  for  hangarage, 
crews,  insurance,  maintenance  and 
administration.  In  addition,  the  owner 
pays  direct  operating  costs  —  largely 
fuel  and  engine-overhaul  reserves 
for  each  occupied  flight  hour.  No 
charges  accrue  for  positioning  flights 
or  empty  legs.  The  owner  pays  only 
when  aboard. 

Aircraft  range  from  comfortable 
small-cabin  jets  to  midsize  transconti- 
nental aircraft  to  globe-spanning,  inter- 
continental jets.  A  joint  venture  with 
Gulfstream  called  Gulfstream  Shares™ 
offers  fractional  ownership  in  the  long- 
range  Gulfstream  GIV  and  the  ultra- 
long-range  Gulfstream  GV.  These  are  all 
airborne  offices  with  phone,  fax  and 
data-link  capability.  The  intercontinental 
jets  also  come  equipped  with  a  full  range 
of  satellite  communications. 

When  the  trip  length  or  passenger 
load  suggests  a  larger  or  smaller  aircraft, 
fractional  owners  can  trade  hours  for  an 


aircraft  better  matched  to  their  needs.  A 
quarter-share  owner  can  also  use  two  air- 
craft at  once  and  only  the  additional  per- 
flight-hour  charges  apply.  These  are  fea- 
tures totally  unavailable  with  full  owner- 
ship of  a  single  aircraft. 

Amazingly,  at  a  fraction  of  the  cost, 
Netjets  provides  many  more  benefits 
and  greater  flexibility  than  a  wholly 
owned  aircraft.  It's  like  having  a  virtual 
fleet  of  airplanes  at  your  call,  based  at 
thousands  of  airports  across  the  nation. 

Last  year,  Executive  Jet  took  a  colos- 
sal leap  overseas  by  establishing  Netjets 
Europe.  Now  the  same  business  aircraft 
flexibility,  accessibility  and  convenience 
are  available  on  either  side  of  the 
Atlantic.  A  U.S.  customer  can  fly  by 
commercial  airline  to  Europe  and  then 
use  a  Netjets  aircraft  to  fly  to  thousands 
of  business  airports  on  the  Continent. 
European  owners  have  the  same  benefits 
in  the  U.S.  Recently,  Executive  Jet 
announced  even  greater  global  accessi- 
bility with  Netjets  in  the  Middle  East. 
Additional  programs  in  Asia,  the  Pacific 
Rim  and  Latin  America  are  also  under 
active  consideration.  For  the  Netjets  cus- 
tomer on  any  continent,  it  means  one 
call  and  your  jet  will  be  waiting,  not  just 
anywhere  in  the  country,  but  anywhere 
in  the  world. 


ES. 


It's  a  formula  for  success  in  any  business. 

When  we  first  announced  the  transcontinental  Falcon  2000,  we 
promised  some  impressive  numbers  for  range  and  performance.  It 
would  climb  initially  to  41,000  feet — and  cruise  3,000  nautical  miles 
at  .80  Mach  (with  eight  passengers  and  NBAA IFR  reserves). 

Then,  when  the  2000  was  certified  and  operational — it  turned  out 
even  better  than  advertised. 

The  widebody  Falcon  2000  delivers  range,  speed,  payload,  initial 
cruise  altitude,  airfield  performance  and  thrust  reverser  installation 
that  are  all  better  than  promised. 

We  believe  that  any  business  jet  must  do  everything  well.  The  new 
Falcon  2000  meets  that  standard — and  goes  beyond  it. 

For  information — and  our  latest  promises — call  John  Rosanvallon 
in  the  U.S.  at  (201)  541-4600  or  call  Jean-Claude  Bouxin  in  Paris  at 

(331)  40-83-93-08. 


THE  NEW  FALCON  2000 


www.falconjet.coi 


FALCON  JET 
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NEW  SOLUTIONS  FOR 
BUSINESS  TRAVEL 


ombardier's  Business  Jet 
Solutions  is  exactly  that, 
remarks  company  president 
Rob  Gillespie.  "We  offer  a 
complete  range  of  options  and  choices 
tailored  specifically  to  meet  a  company's 
business  aviation  requirements."  Dallas- 
based  Business  Jet  Solutions,  the  execu- 
tive aircraft  affiliate  of  American 
Airlines,  is  jointly  owned  by  aerospace 
giant  Bombardier  and  AMR  Combs, 
North  America's  premier  supplier  of 
executive  aviation  services. 

Whether  charter,  fractional  owner- 
ship, outright  aircraft  purchase  or  air- 
craft management,  Business  Jet  Solutions 
has  the  answer.  If  a  company  needs  a 
business  aircraft  occasionally,  charter 
may  make  the  most  sense,  says 
Gillespie.  However,  when  a  company's 
flight  requirements  range  from  100  to 
400  hours  annually,  Gillespie  proves 
that  fractional  ownership  in  new 
Bombardier  Learjet  and  Canadair 
aircraft  can  offer  the  best  value  and 
greatest  travel  flexibility. 

Through  Flexjet™,  Business  Jet 
Solution's  fractional  ownership  program, 
a  company  can  purchase  quarter-  and 
eighth-shares  in  Learjet  31a,  the  latest 
Learjet  45  and  the  midsize  transconti- 
nental Learjet  60  aircraft.  At  a  fraction 
of  the  full-ownership  cost,  a  Flexjet 
owner  can  also  have  global  flight  capa- 
bility with  a  wide-body  Canadair 
Challenger  604.  The  new  world-span- 
ning Bombardier  Clobal  Express  will 
soon  be  another  Flexjet  option. 

The  Flexjet  market  is  booming,  says 
Gillespie.  "Our  growth  has  been  noth- 


ing short  of  spectacular."  What's  driving 
the  soaring  interest?  "Fractional  owner- 
ship puts  cost  within  reach  for  more 
companies  than  ever  before,"  Gillespie 
explains.  Flexjet  owners  vary  from  small 
businesses  to  multinational  corporations, 
but  Gillespie  points  to  one  consistent 
factor.  The  vast  majority  are  new  to  air- 
craft ownership.  "These  are  companies," 
says  Gillespie,  "that  did  not  want  to  buy 
more  than  they  needed." 

The  second  important  driving  force 
is  flexibility.  "If  you  need  an  airplane  in 
Des  Moines,"  says  Gillespie,  "we'll  have 
it  there,  and  if  you  need  it  in  Tulsa,  we 
can  have  it  there.  In  fact,  if  you  need  it 
in  both  places  simultaneously,  we  can 
do  that,  too."  Flexjet  owners  can  also 
trade  hours  throughout  the  range  of 
Bombardier  aircraft.  You  choose  the 
aircraft  that  fits  your  needs  today  and 
select  another  for  a  different  require- 
ment tomorrow. 

"Fractional  ownership  works,"  says 
Phil  Strengholt,  vice  president  of  mar- 
keting services  for  office  furniture  manu- 
facturer Herman  Miller,  based  in 
Zeeland.  Mich. 

Strengholt  knew  that  customer  visits 
to  the  Zeeland  facility  reaped  handsome 
benefits,  but  the  problem  was  getting 
the  customer  there  in  the  first  place. 
The  investment  in  two  travel  days  by 
airlines  for  a  one-day  visit  encountered 
significant  resistance. 

Flexjet  provided  the  answer. 
Herman  Miller  purchased  a  quarter- 
share  in  a  midsize  Learjet  60  and  a 
smaller  Learjet  31a.  For  half  the  cost 
of  a  single  airplane,  the  company  now 


SAVING  LIVES 

Hospitals  have  become  big  business.  Many 

I  are  using  helicopters  to  save  lives  and  save  their 
bottom  line.  Few  realize  this  better  than  David 
Samuels,  CEO  of  Samaritan  AirEvac,  the  nation's 
largest  and  busiest  air  medical  transport  pro- 

\  gram,  located  in  Phoenix,  Ariz. 

Samaritan  AirEvac's  mission  is  to  provide 
the  safest  and  best  medical  transportation  ser- 

I  vice  possible.  Samuels  does  this  with  eight 
American  Eurocopter  BK117  and  B0105  heli- 
copters. Phoenix  is  85  miles  across  with  a  popu- 
lation of  2.7  million  —  two-thirds  of  the  state  of 
Arizona.  Samaritan's  helicopters  cover  the  entire 

|  area  and  serve  five  Level  1  trauma  centers. 
The  response  time  from  call  to  liftoff  is 

I  under  seven  minutes.  Cruising  at  140  mph, 
Samaritan  can  be  on  the  scene  within  another 

;  six  to  eight  minutes. 

Last  year  the  company  safely  transported 

■  8,000  patients  from  accident  scenes  to  hospitals 

I  or  between  hospitals.  Samuels  is  justifiably  proud 

I  of  his  safety  record  of  65,000  consecutive 
accident-free  missions,  and  is  enormously  satis- 

I  fied  that  thousands  of  lives  have  been  saved. 

operates  two  new  ones.  "Not  only  do 
we  have  more  options  and  greater  effi- 
ciency at  lower  cost,"  says  Strengholt, 
"we  also  can  provide  a  better  service." 

Last  year,  Strengholt  organized  a 
staggering  340  customer  visits.  Flexjet 
fractional  ownership  was  the  right  choice 
for  Herman  Miller.  Says  Strengholt,  "It's 
everything  we  hoped  for  and  more." 


w 


DON'T 


WITHOUT 
US! 


Airshow  Network  brings  an  array  of 
programming  onboard  your  aircraf 
with  instant  LIVE  data  uplinks. 

■  Up-to-the  minute  stock  quotes 

■  world  news 

■  Business  updates 

■  Customized  financial  reports 

■  Sports  scores 

■  Weather 

■  Soon-  onboard  LIVE  television 


Of! 


Dow  Jones 

TlfE  WALL  STREET  JOT  HWI, 
.NEWS /RETRIEVAL  ; 


Airshow  Network  -  Shaping  the 
future  of  passenger  flight 
information.  For  more  details  call: 

1(888)  AIR-SHOW. 


We  Tailor  Transportation  Solutions 
To  A  Specific  Purpose. 


Edition*   .  Global  Express* 


We  offer  corporate  aviation's  most  complete  family  of  business  jets.  Complement  them  with 


a  broad  range  of  programs  and  services.  Back  them  with  the  industry's  farthest  reaching  service 


and  support.  And  then  we  get  very  specific.  About  your  needs.  About  your  objectives. 


About  how  to  customize  your  most  intelligent,  most  effective  transportation  solution.  For  more 


information,  please  call  1-800-268-0030. 


BOMBARDIER 


Or  call  514-855-7698. 


Bombardier  Business  Aircraft 


♦Trademarks  of  Bombardier  Iiu 
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SHAPING  THE  AIRBORNE 
OFFICE  OF  THE  FUTURE 


usiness  aircraft  offer  the 
ultimate  in  mobile  commu- 
nications. Business  travelers 
can  move  at  the  speed  of  a 
bullet,  and  with  the  latest  communica- 
tions technology,  these  passengers  can 
often  accomplish  more  aloft  than  in  their 
offices  on  the  ground. 

Satellite  communications  enable  con- 
stant, private  global  phone,  fax  and  com- 
puter links  anywhere  on  the  planet. 
Digital  in-flight  telephones,  such  as  the 
MagnaStar™/GTE  Airfone  service  avail- 
able from  coast  to  coast,  also  provide 
crystal-clear,  two-way  voice,  fax  and  data 
nationwide.  These  vital  communications 
links  are  also  the  aerial  superhighways  for 
one  of  the  most  exciting  advances  in 
cabin  information. 

Imagine  viewing  the  latest  CNN 
news  and  sports,  real-time  weather  by 
Intellicast  or  Dow  Jones  financial  and 
business  information  while  crossing  the 
Pacific,  cruising  over  Moscow,  taking 
off  from  Paris  or  landing  in  Omaha 
Incredible?  It's  possible  right  now,  thanks 
to  a  dynamic  new  development  called 
Airshow  Network  from  Airshow  Inc.,  a 
Tustin,  Calif  -based  company  owned  by 
Dynatech  of  Boston. 

If  airborne  communications  created  a 
window  to  the  world,  then  Airshow 
makes  it  a  picture  window.  The  system 
keeps  passengers  fully  informed,  any- 
where on  earth,  24  hours  a  day. 

Airshow  Network  is  an  amazingly 
adaptable  information  powerhouse.  New 
information  resources  are  constantly 
being  added,  says  company  president 
Dennis  Ferguson.  "We  can  tailor  the  type 


and  scope  of  news  for  each  customer's 
requirements,"  he  emphasizes. 

Airshow  Network  subscribers  cur- 
rently can  track  up  to  26  favorite  stocks 
or  market  averages.  Commodity-market 
and  exchange-rate  updates  are  also  avai 
able,  and  the  range  of  business  informa- 
tion continues  to  grow  rapidly.  "We  will 
also  add  greater  flexibility  in  accessing 
that  information,"  says  Ferguson. 

Capability  continues  to  soar.  This 
year  Airshow  will  achieve  another 
astounding  first  by  bringing  live,  broad- 
cast TV  into  the  business  aircraft  cabin. 
The  in-flight,  live  coverage  will  initially 
be  available  in  discrete  parts  of  the 
world,  but  real-time,  text-based  news  and 
information  will  be  available  everywhere. 

A  highly  popular  feature  is  Airshow's 
moving  map  display  showing  the  exact 
aircraft  position  in  relationship  to  major 
cities  and  geographic  features.  Passengers 
can  also  see  a  live  readout  of  speed,  alti- 
tude and  estimated  time  of  arrival.  A  new 
enhancement  offers  traveler  information 
on  selected  worldwide  points  of  interest. 

Airshow  is  also  expanding  informa- 
tion to  the  flight  deck.  Using  a  cockpit 
monitor,  pilots  can  view  enhanced  weath- 
er graphics,  satellite  images  and  regional, 
Doppler-radar  maps.  This  provides  a  live 
weather  perspective  never  before  avail- 
able aloft,  adding  another  level  of  safety. 

Passengers  can  view  the  Airshow  pre- 
sentation through  the  cabin  TV  console 
or  individual  displays.  Using  independent 
monitors,  passengers  can  simultaneously 
check  the  moving  map,  watch  text-based 
news  and  view  live,  broadcast  TV  or  a 
videotape  presentation. 


HIGH  FINANCE 

Franklin  Davis  is  director  of  flight  operations 
for  one  of  the  world's  largest  financial  services 
organizations.  The  company  has  global  business 
interests  in  135  nations  and  on  every  continent. 
"The  corporate  aircraft  is  not  only  the  fastest  way 
to  get  there;  in  most  cases  it's  the  only  way  to  get 
there,"  says  Davis. 

This  financial  giant  selected  the  Dassault 
Falcon  900EX  for  its  superior  field  performance, 
speed  and  spacious  comfort,  particularly  on  the 
long  5300  sm  legs  between  New  York  and  Moscow. 
The  Falcon  900  EX  will  eliminate  the  need  to  make 
time-consuming  refueling  stops  on  many  of  the 
return  trips  against  strong  headwinds. 

"We  have  also  purchased  a  Bombardier  Global 
Express,  which  will  be  delivered  in  late  1998," 
says  Davis.  With  space  to  carry  extra  crew,  the 
Global  Express  can  fly  anywhere  on  the  planet 
with  no  more  than  one  refueling  stop.  It  will 
extend  the  company's  reach  to  7600  sm,  enabling 
nonstop  flights  to  many  remote  areas. 

"We  wanted  the  range  and  performance 
combined  with  the  largest  cabin  available," 
says  Davis.  "The  longer  the  flight,  the  more 
space  you  need  to  move  around."  Each  of  the 
new  aircraft  will  be  fitted  with  12  seats  that 
convert  into  six  sleeping  berths.  Also  on  board 
each  aircraft  is  a  galley  capable  of  handling  up 
to  three  meal  services. 

The  spacious  cabins  in  both  aircraft  plus  the 
sophisticated,  global,  satellite  communications 
and  an  Airshow  system  with  continuous  real- 
time news  and  financial  information  create  the 
perfect  mobile  office  in  the  air  or  on  the  ground. 
"This  is  the  only  secure  environment  that  our 
people  can  count  on  once  they  leave  New  York," 
remarks  Davis. 

Aloft,  the  aircraft  becomes  an  operations 
nerve  center,  providing  vital  speed,  flexibility 
and  total  control  of  time.  These  are  essential 
where  currency  shifts  and  market  changes  en 
route  could  easily  tilt  the  balance  of  negotia- 
tions or  strategy. 


MONTBRILLANT 

Recalling  Breitling  s  pioneering  days,  the 
name  Montbrillant  refers  to  its  first  large 
chronograph  factory,  in  the  hills  above 
the  city  of  La  Chaux-de-Fonds. 
The  Montbrillant  spirit  lives  on  today 
in  a  line  of  outstanding  mechanical  chrono- 
graphs, all  featuring  the  circular  slide  rule 
Breitling  invented  in  the  early  1940s. 


Mechanical  chronograph 

Fitted  with  a  heavy-duty,  high- 
performance  Breitling  30  move- 
ment, the  remarkably  compact 
Montbrillant  chronograph 
records  short  times  along  with 
providing  the  time  of  day. 
Its  glareproofed  crystal  protects  a 
dial  silvered  in  the  traditional  man- 
ner. Water-resistant  to  30  m  (100 
feet),  this  distinctive  Navitimer 
comes  with  the  new  Navitimer 
bracelet  or  the  Breitling  leather 
strap  of  your  choice. 

AIR  FORCE 


BREITLING  USA  INC. 

P.O.  Box  110215,  STAMFORD 
Tel.:  203/327  141 1   Fax:  203/327  2537 


FOR  AN  AUTHORIZED  JEWELER 
OR  CATALOG  PLEASE  CALL  800/641  7343 


1  9  4  7  -  1  9  9  7 


INSTRUMENTS    FOR  PROFESSIONALS 
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CHARTER  AND  AIRCRAFT 
MANAGEMENT 


C 


harter  has  become  an 
important  business  travel 
option,"  says  Clay  Lacy, 
president  of  Clay  Lacy 
Aviation.  Charter,  he  says,  offers  all  the 
speed,  security  and  time-saving  advan- 
tages of  owning  a  company  plane  —  at 
less  cost.  "Frequently,  you  can't  go  there 
from  here  on  a  commercial  flight,"  he 
says.  "In  an  hour  and  a  half  we  can  take 
you  to  places  that  would  require  a  day 
by  airlines." 

Charter  also  adds  flexibility.  You  can 
select  the  most  suitable,  cost-effective 
aircraft  for  the  trip  depending  on  the 
number  traveling,  schedule  and  distance. 
With  three  or  four  aboard,  he  calculates 
that  charter  can  often  be  as  economical 
as  the  airfares. 

Based  in  Van  Nuys,  Calif.,  Clay  Lacy 
Aviation  is  one  of  the  nations  top  inter- 
national jet  charter  and  aircraft  manage- 
ment organizations.  Lacy  himself  brings 
some  sterling  credentials  to  business  avia- 
tion. His  half  century  of  aviation  experi- 
ence is  stellar.  Including  military,  flight 
test  and  charter  background,  plus  40 
years  of  flying  for  United  Airlines,  Lacy 
has  logged  more  flying  hours  in  jets  than 
any  human  on  the  planet. 

Lacy's  company  also  operates  an 
award-winning  executive  terminal,  a  full- 
service  maintenance  facility  plus  an  air- 
craft-interior refurbishing  center  as  part 
of  this  expanding  facility.  Currently,  Lacy 
operates  19  aircraft  of  which  nine  are 
company  owned.  These  range  from 
Learjets  to  Culfstreams,  plus  a  pair  of 
Boeing  727s  and  McDonnell  Douglas 
DC-9  airliners  available  for  large  group 


charter.  Fifteen  aircraft  comprise  the 
charter  fleet.  An  ultra-long-range 
Gulfstream  GV  and  a  Boeing  Business 
Jet  will  be  added  in  the  near  future. 

All  flight  crews  are  trained  to  the 
most  demanding  airline  standards,  and 
factory-trained  mechanics  operate  to 
exacting  manufacturers'  requirements. 
The  international  crews  have  also  bene- 
fited from  Lacy's  extensive  worldwide 
flight  background. 

The  demand  for  aircraft  management 
services  is  also  on  the  increase.  "We've 
seen  many  new  buyers  purchasing  mid- 
size and  large  airplanes  to  reach  develop- 
ing markets  in  the  U.S.  and  overseas," 
says  Lacy.  "As  first-time  buyers,  they're 
coming  to  management  companies  for 
expertise  and  guidance.  We  not  only 
have  extensive  operating  experience  with 
these  aircraft,  but  we  also  can  offer  sig- 
nificant cost  savings." 

Management  companies  have  staff 
and  equipment  whose  costs  they  share 
among  the  aircraft  owners,  plus  bulk  pur- 
chase power  on  fuel  and  parts  that  create 
further  economies.  When  the  aircraft  is 
not  used,  Lacy  also  offers  the  option  to 
place  the  aircraft  in  the  charter  fleet.  The 
revenues  offset  many  fixed  ownership 
costs,  adding  to  even  greater  savings. 


BUILDING  fl  DREAM 

Peavey  Electronics  began  in  a  Meridian, 
Miss.,  garage  with  $8,000  and  a  homemade 
amplifier.  That  was  1965.  Today,  Peavey  is  a 
sound-equipment  powerhouse,  with  34  facilities, 
3,000  products  and  2,400  employees.  The  compa- 
ny exports  to  103  countries  and  competes  aggres- 
sively with  multinationals  Phillips  and  Yamaha. 

"To  build  and  grow,  you  have  to  work  harder," 
says  Melia  Peavey,  company  president,  "but  you 
have  to  work  smarter."  Melia  drives  a  1983 
Lincoln,  but  the  company  flies  a  small  turboprop 
and  a  new  intercontinental  Gulfstream  GIV-SP.  The 
aircraft  are  Peavey's  competitive  weapons.  "We 
couldn't  have  done  what  we've  done  without 
them,"  says  Melia. 

Hartley  Peavey,  her  husband,  company 
founder  and  chairman,  agrees:  "As  entrepre- 
neurs, we  are  mercenaries  on  the  battlefield  of 
commerce.  The  way  you  wage  the  battle  is  not  in 
the  boardroom.  You  talk  to  the  customer,  and  you 
can't  do  that  by  telephone.  There  is  nothing  bet- 
ter than  standing  eye  to  eye  in  order  to  exchange 
ideas,  whether  you're  engineering  a  product  or 
selling  it." 

Nourished  by  competitive  challenge,  the 
Peaveys  never  stop.  "You  just  have  to  be  out  there 
all  the  time.  You  have  to  learn  what  your  market 
wants,"  she  says.  "When  we  committed  to  the  GIV 
we  were  traveling  over  200  days  per  year,"  she 
says.  "We  visit  dealers  unannounced.  We  want  to 
see  how  our  products  are  sold  and  talk  to  musi- 
cians to  learn  what  they  like  and  dislike." 

For  the  Peaveys,  the  airplane  is  also  an 
essential  work  environment.  "We  maximize 
the  value  of  every  trip,"  says  Melia,  who  fre- 
quently travels  with  as  many  as  nine  Peavey 
technicians,  engineers,  telemarketers  and  ser- 
vice and  salespeople. 

Melia  reflected  on  Peavey's  considerable 
achievement:  "We've  worked  hard  to  build  a  suc- 
cessful company.  We  need  to  work  just  as  hard  to 
maintain  it.  Any  tool  we  use  is  designed  to  help  us 
do  the  job."  Hartley  added  assuredly,  "We  compete 
with  corporate  giants  that  throw  away  more 
wastepaper  than  we're  worth.  Our  corporate 
aircraft  give  us  a  vital  competitive  edge." 


THE  GULFSTREAM  V  WORLD  TOUR. 

It  was  a  trip  that  made  corporate  aviation  history* 
19,161  miles.  7  days.  3  continents.  6  cities.  9  world  records. 

To  learn  more  about  the  entire  family  of  Gulfstrcam  products  including  the  revolutionary  Gulfstrcam  V  aiivr.ilt, 
contact  Bryan  Moss,  Vice  Chairman  or  Bill  Boisturc,  President,  Gulfstrcam  Aircraft  Incorporated  9 1  Z-Wn-SS^S. 


Nothing  flies  like  a  Gulfstream 
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SAFETY  AND  SECURITY 


o  other  form  of  transporta- 
tion offers  greater  safety  or 
security  than  business  avia- 
tion. Business  aircraft  flown 
by  two  professionally  trained  crew 
members  have  a  safety  record  that  is 
comparable  to  scheduled  airlines.  In 
fact,  many  business  aircraft  operators 
mirror  airline  procedures  and  standards. 
In  addition,  regular  flight  and  mainte- 
nance training  in  the  latest,  highly 
sophisticated  flight  simulators  have 
reaped  enormous  safety  benefits. 

"Safety  must  be  the  highest  priority 
in  air  transportation,"  emphasizes  Ralph 
Sohl,  who  heads  CIGNA  Property  and 
Casualty's  business  aviation  insurance 
department.  With  a  global  network 
extending  to  69  countries,  CIGNA  is 
one  of  the  largest  U.S.  insurers,  and  is 
actively  involved  with  companies  requir- 
ing worldwide  risk  coverage.  "We  have 
50  years  of  global  aviation  experience," 
says  Sohl,  "and  we  remain  one  of  the  few 
independent  aviation  insurers.  As  the 
prime  risk-bearer,  CIGNA  has  a  major 
stake  in  safety." 

Business  aircraft  are  considerable 
investments.  The  people  who  ride  aboard 
these  aircraft  are  a  company's  top  talents. 
Therefore,  the  choice  of  insurance  com- 
pany is  vital.  "Carefully  consider  the 
company's  reputation  and  experience,"  he 
advises.  Financial  resources  to  handle  the 
largest  claims  are  particularly  important. 

Sohl  also  believes  that  insurance  can't 
be  an  arm's  length  transaction  but  a  close 
relationship  between  both  companies. 
"We  take  a  very  active  role  by  sharing 
knowledge,"  he  says.  "Our  aviation  spe- 
cialists have  thousands  of  flight  hours  and 
in-depth  knowledge  of  aircraft  design, 


construction,  maintenance  and  flight 
operations."  They  make  a  detailed  review 
of  the  physical  surroundings,  security, 
policies  and  procedures  and  make  valu- 
able recommendations  to  the  insured 
regarding  safety  equipment,  flight  opera- 
tions, training  and  maintenance. 

NIKE,  Inc.  has  business  interests 
worldwide  and  operates  four  interconti- 
nental-range Gulfstreams.  As  a  global 
company,  NIKE  insisted  on  a  global 
insurer  like  CIGNA.  "We  look  at  an 
insurer  as  a  partner  and  strive  for  a  long- 
term  relationship,"  says  Alan  Mulder  of 
NIKE  risk  management.  "We  look  for 
financial  stability,  competitive,  compre- 
hensive coverage  and  ongoing  flexibility 
to  accommodate  the  rapid  growth  that 
NIKE  is  experiencing. 

"We  also  value  and  appreciate  profes- 
sionals who  know  every  aspect  of  their 
business  and  completely  understand  ours. 
We  look  to  them  for  guidance  and  rec- 
ommendations concerning  loss  control 
and  risk  exposure,"  Mulder  comments. 
'Their  background  and  aviation  knowl- 
edge is  solid.  They  are  a  resource  that  we 
rely  on  for  our  business  flight  operations." 

Kent  Mills  is  aviation  department 
manager  for  Patrick  Industries  Inc.,  anoth- 
er CIGNA  customer.  His  company  makes 
building  products  and  has  plants,  offices 
and  subsidiaries  dotted  across  the  nation. 

"Having  a  financially  strong  insur- 
ance company  that  can  provide  the 
required  coverage  at  competitive  rates 
is  important,  but  it's  also  the  relation- 
ship that's  so  valuable,"  Mills  explains. 
"CIGNA  looked  at  all  aspects  of  our 
operation  and  pointed  out  areas  for 
improvement  that  hadn't  been  consid- 
ered before.  We  appreciate  that." 


SEALING  THE  DEAL 

After  50  successful  years  in  the  automobile 
business,  you  can  say  that  Jim  Kelley  knows  his 
trade.  Margins  are  tight,  and  profitable  dealer- 
ships depend  on  volume  for  success.  In  1952 
Kelley  opened  the  first  Kelley  Automotive  Group 
showroom  in  Fort  Wayne,  Ind.  Today,  with  son 
Tom,  he  owns  16  dealerships  in  five  states  with 
total  sales  topping  2,000  cars  per  month. 

"Without  the  airplane,  we  never  would  have 
purchased  these  dealerships,"  says  Tom.  The 
Kelleys  have  owned  aircraft  for  many  years  and 
currently  operate  a  Learjet  31a.  "Our  airplane  lets 
us  stay  in  close  touch  with  our  people,"  says  Tom. 

His  airplane  shaves  five  hours  from  the 
commercial  round-trip  to  Atlanta,  and  slices 
nine  hours  from  a  round-trip  to  Clearwater,  Fla., 
two  hours  away  by  Learjet.  Evansville,  Ind.,  takes 
six  and  a  half  hours  by  road,  but  Kelley  jets  there 
in  35  minutes. 

Timing  is  everything,  Tom  emphasizes.  "I 
don't  know  any  business  in  the  world  that  is 
more  competitive  than  ours.  We  have  to  push 
hard  to  make  every  minute  count." 

Jim  Kelley  smiles,  and  comments  emphati- 
cally, "Time  kills  deals,  absolutely.  When  the 
opportunity  is  there,  you  have  to  be  there." 


Meetings,  ™aflme  Zones,  see*  SO 


No  one  meets  corporate  flight 
demands  like  Signature  Flight  Support. 

While  you're  taking  care  of  business, 
we're  taking  care  of  the  details  that 
make  it  happen.  Transportation. 
Accommodations.  On-site  conference 
rooms. 

Whether  your  pursuits  take  you  from 
Anchorage  to  Zurich  or  anywhere  in 


between,  you  can  expect  the  same 
unrivaled  service  from  40  locations  and 
more  than  4000  employees  dedicated 
to  a  single  customer.  You. 


FLIGHT  SUPPORT 


We  put  our  name  on  the  line  every  day 
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he  market  for  business 
aviation  is  the  most  active 
that  it's  been  in  the  last 
three  years,"  says  Terry 
Kelley  president  of  Jet  Aviation,  North 
America,  based  in  West  Palm  Beach,  Fla. 
With  locations  around  the  world,  includ- 
ing the  U.S.,  Europe,  Asia  and  the  Middle 
East,  Jet  Aviation  ranks  as  the  largest 
global  provider  of  business  aviation  ser- 
vices. Besides  operating  the  world's  largest 
business-jet  charter  service  and  a  man- 
aged aircraft  fleet  of  1 45  aircraft,  Jet 
Aviation  is  also  a  designated  repair  or  ser- 
vice center  for  virtually  every  aircraft, 
avionics  and  engine  manufacturer. 

Jet  Aviation  manages  flight  operations 
for  many  global  companies.  Besides  sav- 
ing time  and  providing  the  opportunity 
to  work  en  route,  Kelley  points  out  over- 
whelming factors  in  favor  of  business  avi- 
ation: the  privacy  and  security  afforded 


by  executive  terminals,  flying  with  your 
own  people,  and  knowing  that  the  flight 
operation  and  maintenance  are  of  the 
highest  professional  standards. 

Jet  Aviation's  executive  terminals  (four 
in  the  U.S.  and  six  abroad)  serve  the 
needs  of  their  charter  and  managed 
aircraft  customers,  and  other  visitors, 
by  providing  a  full  range  of  services, 
including  ground  transportation  and  hotel 
arrangements,  aircraft  refueling 
and  catering,  plus  comfortable  facilities 
for  meeting  clients  or  passengers. 

The  company's  newest  facility,  in 
Singapore,  is  destined  to  become  a  hub 
for  corporate  traffic  in  Southeast  Asia. 
The  Singapore  facility  brings  an  unprece- 
dented level  of  experience  and  mainte- 
nance capability  to  the  Pacific  Rim. 

While  the  aircraft  provides  the  trans- 
portation, a  well-designed  interior  adds 
crucial  productivity  benefits.  Many  buy- 


Jet  Aviation 
Where  Aircraft  Ownership  And  Charter 
Are  Made  Simple  Worldwide. 


Owning  an  aircraft  has  many  advantages  and 
Jet  Aviation  is  committed  to  maximizing  the 
I  efficient  use  of  your  investment  through  our 
I  professional  aircraft  management  programs. 
I  Jet  Aviation  manages  over  145  aircraft  around 
ls8I»*HB»  HHB  the  world  and  can  provide  you  with  a  cost- 
efficient  turn-key  program,  including  crewing,  flight  planning,  and  maintenance,  for  your  aircraft 
Jet  Aviation  also  provides  complete  charter  services  for  the  business  traveler,  and  to  owners  who 
wish  to  offset  aircraft  expenses  through  chartering  their  aircraft.  Call  us  24  hours  a  day. 

http://www.jetaviation.cooi 


THE  QSl.Y  GLOBAL  BUSINESS  AVIATION  SERVICE  COMPANY 

In  the  U.S.  (1-800)  RENTJET  •  (1-201)  462-4100  •  In  Europe  /  Middle  East:  (41-1)  816  48  98 


ers  of  pre-owned  aircraft  are  requesting 
interiors  tailored  to  their  business  needs, 
Kelley  reports.  Jet  Aviation's  facilities  in 
Basel,  Switzerland,  and  West  Palm  Beach, 
Fla.,  can  transform  any  aircraft,  from  tur- 
boprops  to  airliners,  into  a  functional, 
working  environment.  Boeing  Aircraft 
recently  named  Jet  Aviation,  Basel,  as  an 
authorized  completion  center  for  the  new 
Boeing  Business  Jet. 


SHARE- A-COPTER 

Fractional  ownership  is  a  hot  idea  and  now 
it's  available  for  helicopters.  Steve  Borrowdale, 
CEO  of  Morristown,  N.J. -based  Lynton  Group,  cre- 
ated Helishare,  which  offers  quarter-share  inter- 
ests in  American  Eurocopter  TwinStar  Heli- 
copters. For  about  one-quarter  of  the  full  heli- 
copter price,  each  fractional-share  owner 
receives  100  occupied  flight  hours  annually  with 
guaranteed  availability  within  90  minutes. 

•  Borrowdale  has  an  active  charter  business 
in  the  New  York  tristate  area,  but  two,  high-hour 
charter  customers  wanted  the  full  ownership 
benefits  without  the  operational  responsibility. 
That  prompted  him  to  set  up  the  Helishare  pro- 
gram, which  is  gaining  considerable  interest. 

The  five-passenger  TwinStar  cruises  at  135 
mph,  slicing  the  typical  hour-and-a-half  road 
trip  from  Morristown  to  Manhattan  down  to 
about  12  minutes.  One  round-trip  in  the  TwinStar 
can  save  25%  of  a  workday.  With  an  effective 
range  of  about  200  miles,  the  helicopter  is  per- 
fect for  traveling  across  the  traffic-clogged 
Northeast  business  corridor  between  Boston  and 
Washington,  D.C. 
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When  the  future 
arrives,  will  your 
employees  be  ready? 

No  business  on  earth  changes  faster  than  aviation  &  aerospace. 
If  you  dont  keep  up,  one  of  your  competitors  will. 
Corporate  education  and  training  partnerships  with  the  world  leader  in 
aviation  and  aerospace  education  can  help  keep  your  company  out  front. 


The  world's  finest 
flight  operations 
training.  Embry-Riddle's 
Advanced  Flight 
Simulation  Center, 
a  partnership  with 
FlightSafety  International 
at  the  Daytona  Beach 
campus,  provides 
advanced  airline 
and  industry 
training  utilizing 
FAA-certified 
Level-D  full 
motion  simulators 
for  the  Boeing  737 
and  Beech  WOOD. 

For  air  traffic  control 
applications,  the  ATC  lab  in 
the  Daytona  campus  Airway 
Science  Simulation  Laboratory 
can  duplicate  controller  airspace 
for  any  area  in  the  world. 


Custom  training 
programs  at  your  site  or 
by  satellite.  Embry-Riddle 
professors  can  provide  customized 
training  programs  for  your 
employees  in  fields  such  as  flight 
ops,  management,  air  traffic  control, 
English  language  and  many  others. 

Programs  can  be  delivered 
at  your  site  or  you  can  take 
advantage  of  our  sophisticated 
distance-learning  technology. 


Corporate  Education 
and  Training  Programs 


Executive  MBA  Program 
Recurrent  Flight  Training 
Maintenance/Avionics 
Familiarization  Courses: 

Boeing 

Airbus 

McDonnell  Douglas 
English  Language  Training  for 
Technical  Programs/Flight/ATC 
Independent  Studies  Program 
Executive  Management  Institute 


Total  site  flexibility  -  over  100  world-wide 
extended  campus  sites  plus  independent  study 
programs  your  employees  can  utilize  at  home. 

Embry-Riddle  maintains  off-campus  sites  at  more 
than  100  locations  around  the  world,  offering 
regularly  scheduled  classes  as  well  as  special 

on-request  programs.  The  world's  most 
respected  independent  study  program 
can  offer  your  employees  self-paced 
degree  options. 


State-of-the-art  campus  facilities  in  Daytona  Beach, 
Florida  and  Prescott,  Arizona.  Classroom  and  laboratory 
facilities  on  both  Embry-Riddle  campuses  house  the  latest 
in  sophisticated  computer  technology  for  engineering,  flight 
operations  and  management.  The  faculty  includes  some  of 
the  most  experienced  and  educated  aviation  and 
aerospace  professionals  from  around  the  world. 


AB 


UNIVERSITY 


Leading  the  World  in  Aviation  and  Aerospace  Education 

600  S.  Clyde  Morris  Blvd.  •  Daytona  Beach,  FL  32114-3900 
1-800-289-ERAU  (U.S.)  •  904-226-7760  (Worldwide) 
www.  embry riddle,  edu 
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ADDING  VALUE 


A  •  V    I    A    T    I  0 


ne  of  the  greatest  time-sav- 
ing advantages  of  business 
aircraft  is  the  ability  to  fly 
direct  to  thousands  of  air- 
ports, but  what  happens  after  you  land? 

"You  don't  fly  here  at  500  miles  per 
hour  just  to  hang  around,"  says  Dick 
Dodson,  president  of  Signature  Flight 
Support  in  Orlando,  Fla.  The  flight  sup- 
port organization's  role  is  to  smooth  the 
transition  from  air  to  ground.  Signature 
provides  executive  terminals,  fueling, 
hotel  and  transportation  arrangements, 
catering  and  a  host  of  other  aircraft 
maintenance  and  support  activities. 

With  40  locations  coast  to  coast  in 
the  U.S.  and  one  in  Europe,  Signature  is 
the  largest  flight  support  operation  in 
the  world.  "We  need  to  ensure  that  busi- 
ness aviation  provides  the  greatest  bene- 
fits," emphasizes  Signature  COO  Bruce 
Van  Allen.  "If  we  can  save  passenger 
time  and  add  value,  we're  doing  our  job." 

When  an  aircraft  taxies  up  to  any 
Signature  facility,  Van  Allen  affirms 
that  the  service  should  always  be  the 
same:  The  prearranged  rental  car  or 
limousine  is  waiting  a  few  steps  away, 
the  driver  is  briefed  and  passengers  can 
depart  in  seconds. 

Business  travelers  are  intent  on  sav- 
ing time,  but  they  also  choose  business 
aviation  to  maintain  privacy.  "Our  focus 
is  to  provide  a  totally  secure  environ- 
ment where  the  transition  to  or  from  the 
aircraft  is  seamless,  transparent  and 
uneventful,"  says  Mary  Miller,  Signature's 
vice  president  of  customer  relations. 
"Passengers  can  use  our  facilities  with 
the  assurance  of  total  confidentiality." 

Once  the  aircraft  lands,  an  entire 
Signature  team  is  available  for  any 


requests.  "At  Signature,"  Miller  assures, 
"expect  no  delay."  Passengers  return, 
they  board  and  they're  off.  This  highly 
coordinated,  exemplary  service  is  consis- 
tent throughout  the  Signature  network, 
an  award-winning  favorite  of  business 
executives  and  flight  crews. 

All  Signature  facilities  have  attrac- 
tive, private  and  secure  passenger 
lounges,  ideal  for  meeting  travelers  and 
guests,  says  Dodson,  "but  we  are 
increasingly  becoming  a  business  cen- 
ter." Many  Signature  locations  have 
meeting  and  conference  rooms.  A  wide 
selection  of  audiovisual  equipment,  fax, 
copiers,  data  ports  and  other  business 
essentials  are  available.  These  facilities 
provide  a  time-saving  alternative  to  a 
meeting  downtown  with  the  associated 
road  delays. 

Signature's  locations  at  gateway 
cities  host  many  international  flights  that 
land  solely  for  customs  and  refueling. 
Miller  emphasizes  that  Signature's  crews 
are  professionally  trained  to  prepare  the 
aircraft  for  departure  in  less  than  12  min- 
utes —  three  minutes  faster  than  the 
industry  standard.  "Our  goal  is  to  mini- 
mize ground  time  and  inconvenience," 
she  says.  "We're  in  the  service  business," 
Dodson  adds.  "We  need  to  offer  the  cus- 
tomer more  than  they  expect." 


MAKING  CONNECTIONS 

Chicago  telecommunications  giant 
Ameritech  has  67,000  employees,  a  major 
presence  in  five  states  and  business  interests 
across  the  nation,  Europe  and  the  Pacific  Rim. 
This  successful  public  utility  uses  high-tech 
communications  and  two  Bombardier 
Challenger  604s  and  a  Sikorsky  S76B  heli- 
copter to  stay  in  close  contact  with  its  sepa- 
rate operating  units,  customers  and  suppliers. 

In  an  industry  that  changes  at  cyber 
speed,  time  is  a  perishable  commodity.  "It's 
essential  for  our  management  to  be  as  pro- 
ductive as  possible,"  says  Terry  Bridgman, 
Ameritech's  director  of  flight  operations.  "Our 
aircraft  provide  an  invaluable,  time-saving 
communications  link." 

The  wide-body  Challengers  provide  space, 
comfort  and  efficiency  for  short  and  long 
flights  with  several  passengers  aboard.  "From 
a  time  perspective,  our  typical  route  would  be 
impossible  commercially,"  says  Bridgman. 
"We  save  valuable  time  using  our  own  air- 
craft." Often  the  same-day  return  makes  it 
possible  to  complete  work  at  the  office.  Many 
of  these  flights  involve  visits  to  two  or 
three  locations. 

Ameritech  also  uses  the  long-range 
Challenger  for  visits  to  European  facilities. 
"We  depart  at  night  and  can  be  in  Europe, 
nonstop,  eight  hours  later,"  says  Bridgman. 
Passengers  stay  well-connected  using  the 
Challenger's  air/ground  telephones,  satellite 
messaging  system  and  the  Airshow  Network 
providing  live  news  and  stock  updates.  "The 
cabin  becomes  a  working  environment,  and 
since  our  business  dealings  are  highly  confi- 
dential, executives  could  not  hold  the  discus- 
sions that  take  place  in  any  public  environ- 
ment," Bridgman  emphasizes. 

"Our  flight  operation  is  extensive  because 
it's  so  important  to  be  face-to-face  with  the 
customer,"  he  says.  For  Ameritech,  that's  a 
proven  financial  benefit. 


These  Pros  Have  A  Lot 

In  Common 


The  Tools  of 
Their  Trade. 

The  challenges  these  pros  have  are 
about  balancing  demanding  schedules, 
capitalizing  on  opportunities  and 
selecting  the  right  "business"  tools. 

So,  whether  you're  the  world's  number 
one  tennis  player  or  the  Chairman 
and  CEO  of  a  successful  company, 
you  need  the  right  tools  to  give  you 
the  competitive  edge,  to  make  you 
more  productive  and  provide  you 
more  time. 


Executive  Jet's  Netjets®  program  of 
fractional  ownership  is  such  a  pro- 
ductivity tool.  It  allows  you  to  own  a 
business  jet  for  as  little  as  l/8th  the 
cost  of  an  entire  aircraft — with  guar- 
anteed operating  costs,  guaranteed 
liquidity  and  guaranteed  availability 
365  days  a  year,  24  hours  a  day. 

We've  been  tailoring  fractional  aircraft 
ownership  solutions  for  some  of  the 
busiest  and  most  successful  individuals 
and  companies  since  we  created  the 
concept  in  1986.  No  matter  what  your 
game  is,  we  can  tailor  a  Netjets  share 
to  meet  your  needs.  Select  the  tool  that 
Pete  Sampras  and  Dr.  Sidney  Harman 
own  —  Netjets. 

For  More  Information 
Call  1-800-821-2299 


Dr.  Sidney  Harman, 
Chairman  and  CEO, 
Harman  International  Industries 


Pete  Sampras, 
Tennis  Professional 


Executivejfet 


£   T  I  £   T  S 


Netjets®  and  Netjets®  Europe  are  products  of  Executive  Jet.  Gulfstream  Shares'"  is  a  product  of  Executive  Jet  and  Gulfstream"  Fractional  aircraft  shares  are  available 
in  small,  mid-range  and  large  cabin  business  jets  including  the  Citation  SO,  Citation  V  Ultra,  Citation  VII,  Hawker  800XP,  Hawker  1000,  Citation  X  and  Gulfstream  IV-SP. 
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AVIATION 

ANGELS  HAVE  WINGS 


hirley  Korwin  will  tell  you 
the  value  of  business  avia- 
tion. Korwin  is  a  cancer 
patient.  In  18  months  she's 
traveled  from  New  York  to  Santa  Monica, 
Calif  's  John  Wayne  Cancer  Center  25 
times  to  undergo  an  experimental 
immunotherapy  treatment.  She  hopes 
this  treatment  will  be  a  cure  for  others. 

Many  of  her  trips  have  been 
aboard  business  aircraft,  thanks  to  help 
from  the  Corporate  Angel  Network 
(CAN),  a  not-for-profit  volunteer  group 
in  White  Plains,  N  Y.  CAN  coordinates 


flights  for  cancer  patients  with  more  than 
500  U.S.  companies  that  offer  available 
seats  on  their  business  aircraft. 

'The  flights  are  a  godsend,"  acknowl- 
edges Korwin,  who  has  had  two  hip 
replacements  and  often  travels  out  and 
back  in  a  single  day  'These  companies 
have  made  all  the  difference.  Coping 
without  that  support  would  have  been 
impossible." 

Since  1981,  CAN  has  organized 
9,000  corporate  flights  for  cancer 
patients.  Says  Jay  Weinberg,  CAN  presi- 
dent, recipient  of  the  President's  Volun- 
teer Action  Award  and  a  cancer  survivor 
himself,  'The  wonderful  thing  is,  the 
extra  passenger  costs  the  company 
absolutely  nothing,  but  the  rewards  from 
knowing  that  you  have  enhanced  some- 
one's life  are  priceless."  For  more  informa- 
tion, contact  the  Corporate  Angel 
Network  at  (914)  328-1313. 


GLOBAL  EXPLORATION 

Amoco  operates  two  Gulfstream  GIVs  and 
one  Gill  hangared  minutes  from  Amoco's  Chicago 
headquarters.  The  aircraft  support  Amoco's 
extensive  worldwide  business  interests. 
According  to  Gordon  Wilson,  chief  of  aircraft 
maintenance,  international  activity  is  on 
the  increase. 

Last  year,  the  GIVs  flew  32  missions  to  the 
outreaches  of  Russia,  the  Pacific  Rim,  Europe 
and  the  Middle  East.  "This  kind  of  operation 
would  be  impossible,"  says  Wilson,  "without  the 
high  level  of  aircraft  reliability  and  maintenance 
support  we  receive  from  Gulfstream's  global 
service  network." 

For  a  typical  trip  to  Europe,  a  group  of  five 
might  depart  in  the  evening,  eat  dinner,  discuss 
business  and  sleep  through  the  night.  On  arrival 
they  hit  the  ground  running.  The  day  after,  they'll 
be  on  their  way  back,  using  the  aircraft  as  a 
mobile  communications  center  the  entire  time. 

The  Gulfstream  is  an  effective  tool  for  reach- 
ing any  part  of  the  world.  In  places  like  Nadym, 
Siberia,  Kazakhstan  and  Azerbaijan,  now  a  fre- 
quent stop,  Amoco  personnel  couldn't  travel  any 
other  way.  In  remote  areas  such  as  these,  the 
aircraft  also  offers  advantages  after  landing. 
The  spacious  GIV  cabin,  together  with  its  world- 
wide communications  capability,  creates  a  pri- 
vate, secure  environment  where  even  the  most 
sensitive  business  can  be  conducted. 

Amoco  will  use  a  new  Gulfstream  GV  to  explore 
strategic  global  marketing  opportunities.  Its  7,400 
sm  range  will  provide  nonstop  capability  to  nearly 
all  of  Amoco's  destinations.  The  aircraft  will  have 
every  communications  amenity  that  managers 
have  in  their  own  offices.  For  Amoco,  the  GV  will 
provide  unmatched  global  accessibility. 


WE'RE  STILL  THE  BEST. 


World  Wide  Executive  Jet  Charter 
Executive  Aircraft  Management 
Turbine  Maintenance 
Aircraft  Interiors  and  Completions 


"The  company  I  chose 
to  manage,  charter  and 
maintain  my  Gulfstream 
IV  and  Gulfstream  V  is 

Clay  Lacy  Aviation. 

■    Allen  E.  Paulson, 
former  CEO  and 
owner  Gulfstream 
Aerospace. 


Atlanta 


806-423-2904 

Outside  the  U.S.  818-989-2900  www.claylacy.com 


Find 

For  the  first  time,  automaticall 
measure  your  business  travel  efficie 
using  criteria  you  def in 
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BUSINESS  TRAVEL  PRODUCTIVITY  TRACKING  SOFTWARE 

To  learn  how,  call  (800)  9-AVIATE 
or  visit  our  Web  site  at  www.nbaa.org/T$.htm 
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A  NEW  MANAGEMENT 
BREED 


T 


he  pilots  of  tomorrow  will 
be  a  new  breed,  says  Paul 
McDuffee.  'The  importance 
of  technical  training  is 
indisputable,  but  we  also  need  well- 
rounded  individuals  with  highly  inte- 
grated management  abilities." 

McDuffee  is  vice  president  of  uni- 
versity relations  and  training  at  Embry- 
Riddle  Aeronautical  University,  the 
world's  only  four-year  university  with  a 
focus  on  aerospace-related  disciplines. 
The  university  has  become  a  national 
resource  for  the  aviation  and  aerospace 
industry. 

The  goal  at  Embry-Riddle  is  to 
develop  a  far  more  capable  graduate 
with  leadership  expertise  and  technical 
know-how  that  allows  an  easy  transition 
into  the  professional  world,  says  Embry- 
Riddle  President  Dr.  Steven  Sliwa. 
Without  management  and  communication 
skills,  technical  background  alone  is  far 
too  limiting,  he  emphasizes.  "Education 
must  provide  the  tools  to  adapt " 

The  combination  of  high-tech  train- 
ing tools  and  a  focus  on  applied  educa- 
tion has  placed  the  university  in  a  com- 
manding lead.  "We  are  shrinking  the  time 
gap  between  the  academic  and  working 
world  by  employing  the  most  advanced 
teaching  and  training  tools  available," 
Sliwa  explains.  For  example,  in  a  joint 
venture  with  FlightSafety  International, 
Embry-Riddle  is  using  airline-quality, 
multimillion-dollar  flight  simulators  to 
prepare  the  pilot  managers  of  tomorrow. 

Dr.  Leon  Flancher,  dean  of  the 
extended  campus  at  Embry-Riddle,  is 
harnessing  leading-edge  technology  to 


create  the  university  of  the  21st  century. 
The  extended  campus  offers  Embry- 
Riddle  degree  programs  at  1 15  locations 
throughout  the  U.S.,  Europe,  Hawaii  and 
Alaska.  Extended  campus  students  can 
pursue  an  Embry-Riddle  degree  at  or  near 
their  workplace. 

Flancher  is  surfing  yet  another  educa- 
tion wave  with  an  idea  called  distance 
learning.  This  makes  an  undergraduate  or 
graduate  degree  possible  for  anyone 
unable  to  participate  in  a  traditional 
learning  environment.  Students  pursue 
distance-learning  courses  by  connecting 
to  Embry-Riddle  via  the  Internet  and 
CompuServe  forums.  They  use  course 
videos  and  class  handouts  to  interact 
with  faculty  and  others,  but  have  no 
face-to-face  classroom  contact.  Distance 
learning  provides  a  means  for  working 
students  to  cover  course  requirements  on 
a  variable  and  independent  schedule. 

Flancher  firmly  believes  that  educa- 
tion can  favorably  impact  companies 
challenged  to  reengineer  and  redefine 
themselves.  "Its  more  productive  and  less 
costly  to  develop  the  talents  you  already 
have,"  he  says.  Distance  learning  is  creat- 
ing that  opportunity,  and  in  ways  many 
never  dreamed  possible 


IT'S  ABOUT  TIME 

"Business  aviation  is  founded  on  the 
premise  that  time  is  limited  and  time  has 
value,"  says  GAMA's  Ed  Bolen.  'These 
aircraft  can  get  you  there  faster  for  sure, 
but  there  is  also  the  ability  to  be  produc- 
tive while  you  travel.  No  other  means  of 
transportation  allows  this." 

One  successful  company  president 
succinctly  commented  about  the  value  of 
his  business  aircraft:  "I'm  there,  we  sell,  I 
leave."  The  business  aircraft  is  without 
doubt  the  global  communications  tool 
for  the  21st  century. 


Would  you  like  to  learn  more?  Come  to  the 
50th  annual  National  Business  Aviation  Asso- 
ciation (NBAA)  Convention  in  Dallas,  Texas,  on 
September  23-25,  1997.  This  is  the  world's 
largest  business  aviation  gathering  where  you 
can  experience,  firsthand,  the  complete  range  of 
business  aircraft  under  one  roof.  You'll  be  able  to 
talk  to  aircraft  manufacturers,  pilots,  aviation 
experts  and  corporate  executives  as  well  as  see 
the  aircraft  and  discover  the  true  value  and  ben- 
efit of  business  aviation.  For  additional  informa- 
tion, please  contact  the  NBAA  in  Washington, 
DC,  at  202-783-9000. 

Written  and  produced  by  Mark  Patiky  a 
Miami-based  marketing  communications 
consultant,  aviation  journalist  and  accomplished 
pilot  who  writes  tor  national  and  international 
publications. 


Be  there* 

In  business  i  f  s  not  only 
who  you  know. 
What  you  expect. 
When  you  respond. 
Where  you  meet. 
And  why  you  act. 
It's  also  how  you  get  there 
Be  there  first  with 
American  Eumttmter.. 


Having  trouble  sleeping?  Here  are  some  treatments  for  frazzled  nerves 
that  won't  take  you  entirely  out  of  the  stock  market. 

Vertigo ! 

By  James  M.  Clash  and  Mary  Beth  Grover 


The  s&p  500  has  more  than  dou- 
bled since  the  beginning  of  1995,  an 
average  annual  gain  of  33%,  a  freak- 
ish performance  given  that  the  aver- 
age annual  price  gain  since  1926  is 
only  7%.  At  its  current  value  of  4.0, 
the  price/book  ratio  is  almost  three 
times  the  historic  norm.  The  ratio  of 
stock  prices  to  corporate  sales  is  even 
higher  than  it  was  just  before  the 
crash  of  1929.  The  s&p  500's  yield  of 
1.6%  is  so  low  that  stock  prices  would 
have  to  fall  to  less  than  half  their  cur- 
rent levels  to  bring  the  yield  up  to  its 
historical  average. 

You  don't  want  to  see  your  pre- 
cious gains  go  down  the  drain,  but 
you  don't  want  to  sell  a  lot  of  stock. 
Market  timing  is  a  sucker's  game,  and 


if  you  sell,  you  will  probably  pay 
almost  confiscatory  capital  gains 
taxes.  If  you  did  get  out,  you  would 
have  to  hope  that  you  will  know 
when  to  get  back  in  because,  long 
range,  stocks  are  still  the  best  invest- 
ment for  most  people.  It's  pretty 
tough  to  be  a  good  market  timer, 
both  getting  out  near  the  top  and 
getting  back  in  near  the  bottom. 

Still,  you  feel  dizzy.  Fortunately, 
there  are  steps  you  can  take,  short  of 
selling  everything,  to  relieve  those 
feelings  of  vertigo.  They  won't 
immunize  you  against  a  correction, 
just  lessen  the  damage  enough  so 
that  you  can  sleep  at  night. 

Shift  some  money  into  bonds.  That's 
what  Thomas  Hazuka,  comanager  of 


the  Vanguard  Asset  Allocation  Fund 
($3.3  billion),  is  doing  for  his  share- 
holders. Having  recently  moved  10% 
of  his  fund  into  bonds,  his  mix  is  now 
60%  stocks,  40%  bonds.  He  makes  no 
pretense  of  being  able  to  predict  a 
market  top.  Rather,  his  logic  is  that  his 
clientele  is  willing  to  give  up  some 
return  in  bull  markets  in  return  for  less 
suffering  in  bear  ones. 

If  the  market  takes  a  spill,  it  is  likely 
that  bonds  will  suffer,  too,  but  not  as 
much.  In  the  1973-74  crash  the  s&P 
500  lost  over  40%  of  its  value  in  less 
than  a  year.  A  portfolio  balanced 
60/40  between  stocks  and  bonds 
would  have  lost  about  30%.  Believe 
us,  it's  a  comforting  feeling  to  know 
you  are  down  only  30%  when  the 
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Is  a  crash  around  the  corner? 


40% 


30 


«  20 


10 


-10 


-20 


You  can't  predict 
a  market  top,  any 
more  than  you 
can  predict  the 
weather.  But  you 
can  lay  odds. 
And  this  graph  of 
market  results 
since  1931  shows 
odds  for  a  good 
return  on  the 
stock  market  over 
the  next 
five  years  are 
not  good.  The 
market's  trailing 
five-year  P/E 
is  now  around  26. 


10  15  20 

Price/earnings  ratiot 


"Annualized  total  return  on  S&P  500  over  the  following  five  years. 
tRatio  of  price  to  average  earnings  over  the  previous  five  years. 


market  is  down  40%.  At  the  present 
level  of  the  market  a  40%  correction 
would  bring  the  Dow  back  under  the 
5000  mark. 

If  we  are  talking  about  IRA  or 
401(k)  money,  bonds  are  a  better 
anchor  than  cash.  They  pay  better. 
Long  Treasurys  yield  6.5%  now,  indi- 
cating a  4%  or  better  return  net  of 
inflation.  In  a  taxable  account  you  are 
probably  going  to  be  better  off  in 
tax-exempt  municipal  bonds,  yielding 
a  bit  more  than  5%,  or  close  to  3% 
after  inflation.  If,  that  is,  you  have 
faith  that  politicians  won't  find  some 
way  to  shortchange  holders  of 
municipal  debt. 

In  a  tax-sheltered  account  like  a 
401(k)  you  can  sell  any  stock  you 
choose  without  incurring  capital 
gains  taxes.  In  a  taxable  account  you 
might  be  better  off  selling  stocks  with 
only  modest  gains  and,  where  possi- 
ble, offsetting  those  gains  by  liqui- 
dating some  losing  positions. 

All  your  stocks  are  winners?  You 
could  slowly  shift  your  allocation 
away  from  the  stock  market  by 
putting  new  savings  entirely  into 
bond  hinds. 

Another,  more  indirect  way,  of 
buying  bonds:  Sell  some  riskier  stock 
funds  and  use  the  cash  to  pay  dow  n 
your  home  mortgage.  In  effect,  you 


Source:  The  Leuthold  Group. 


are  buying  bonds  that  you  have  issued 
yourself.  (This  could  make  a  lot  of 
sense  if  your  mortgage  interest  rate  is 
8%  or  greater. )  Drawback:  a  reduction 
in  liquidity.  Don't  do  it  without  look- 
ing at  the  aftertax  cost  of  your  mort- 
gage and  the  aftertax  return  you 
could  expect  from  a  bond  fund. 

If  you  take  some  money  out  of 
stock  funds  and  move  into  bond 
funds,  pay  a  lot  of  attention  to 
expenses — more  than  you  do  to  past 
performance.  In  a  tax-free  account,  a 
high-yield  bond  fund  is  a  plausible 
option.  (Junk  bonds,  unfortunately, 
are  nothing  like  the  bargains  they 
were  at  the  beginning  of  the  decade.) 


Another  possibility  is  the  T.  Rowe 
Price  Spectrum  Income  Fund  (see  p. 
232),  which  offers  exposure  to  inter- 
national bonds. 

If  you  decide  to  scale  back  your 
holdings  in  stock  funds,  keep  stock 
funds  that  hold  up  relatively  well  in 
down  markets:  the  ones,  that  is, 
graded  B  or  better.  This  group  tends 
to  have  fewer  high-multiple  stocks 
like  Coca-Cola  and  Gillette  and  more 
so-called  value  stocks  (those  trading 
at  comparatively  low  multiples  of 
earnings,  dividends  and  book  value). 

The  Honor  Roll  (see  p.  140)  fea- 
tures funds  that  combine  B  or  better 
bear-market  grades  with  good  long- 
term  performance.  The  Best  Buy 
stock  funds  (see  p.  122)  combine  low 
costs  as  well  as  good  risk-adjusted 
performance. 

As  Robert  Hoffman,  lead  manager 
of  Scudder's  $5.7  billion  Growth  & 
Income  Fund,  says,  "If  a  stock  goes 
down  50%,  it  has  to  then  double  just 
for  you  to  break  even."  Hoffman's 
fund  doesn't  do  as  well  in  a  strong 
bull  market  as  a  fund  that  owns  high- 
multiple  stocks,  but  it  does  well.  This 
Best  Buy  has  an  A  rating  in  down 
markets. 

Own  real  estate.  You  probably  own 
some  already,  namely  a  house.  Con- 
sider adding  investment  real  estate. 
Real  estate  investment  trusts,  or 
REITs,  are  investment  funds  that  own 
commercial  properties  like  hotels  and 
shopping  malls.  They  are  a  lot  more 
expensive  than  they  were  a  few  years 
ago,  but  they  haven't  raced  ahead  as 
fast  as  technology  stocks,  so  they  are 
relatively  cheap.  Things  to  look  for:  a 
long  operating  history;  heavy  owner- 


Good  Buys:  Real  Estate  funds 


Annualized 

Annual 

3-year 

expenses 

Fund 

return 

per $100 

CGM  Realty 

23.3% 

$1.00 

Evergreen  US  Real  Estate  Y 

22.8 

1.50 

Columbia  Real  Estate  Equity 

20.7 

1.06 

Cohen  &  Steers  Realty  Shares 

18.3 

1.08 

Heitman  Real  Estate  Institutional 

'""iuT- 

1.23 

Fidelity  Real  Estate  Investment 

17.1 

0.90 

Average  real  estate  fund 

16.8 

1.70 

Source:  Morningstar,  Inc. 


These  funds 
beat  their  peers 
over  the  past 
three  years 
and  have  below- 
average  annual 
expenses. 
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The  Merrill  Lynch  Planning  Difference 


With  mutual  funds,  choice  isn't 
the  problem.  Its  choosing. 


Frank  Beck,  single.  Looking  to 
build  bis  wealth.  Interested  in 
global  aggressive  growth  fund. 


■  Sue  Archer,  two  children  in 
college.  Saving  for  retirement. 
Wants  small  cap  value  fund. 


Larry  Jones, 
nearing  retirement. 
Concerned  about  effects  of 
inflation.  Needs  equity  income  fund. 


Merrill  Lynch  sells  over  2,000  Mutual 
Funds  from  90  Fund  Families  including: 


A  better  way  to  choose. 

With  over  8,000  mutual  funds  on  the  market,  there  are  lots  of  choices.  But 
how  do  you  select  funds  that  can  help  you  meet  your  individual  goals? 

Start  by  talking  to  a  Merrill  Lynch  Financial  Consultant  who'll  learn 
about  your  financial  situation,  investment  objectives,  risk  profile  and  time 
horizon.  Together,  you'll  select  the  right  mutual  funds  for  you. 

Why  Merrill  Lynch? 

•  Advice  and  guidance.  Your  Financial  Consultant  is  there  to 
answer  your  questions  and  provide  regular  reviews  of  your  mutual  funds'  per- 
formance. You'll  receive  ongoing  advice  and  guidance  every  step  of  the  way. 

•  Global  investments.  Merrill  Lynch  carefully  selects  mutual  funds 
to  offer  you  a  full  range  of  exposure  to  markets  worldwide. 

•  Integrity  and  strength.  Merrill  Lynch's  integrity  and  worldwide 
resources  are  behind  you  when  you  make  investment  decisions,  including 
choices  about  mutual  funds.  That's  why  our  clients  have  entrusted  us  with 
over  $900  billion  of  their  assets. 

Call  for  your  free  brochure:  A  Guide  to  Understanding  Professionally  Managed  Mutual  Funds — The  Value  of  Advice 

1-800-995-MLAM,  ext.  186 
The  difference  is  Merrill  Lynch. 


Merrill  Lynch  The  AIM  Family  of  Funds 
Alliance  Capital  The  American  Funds  Group 
Davis  Funds  Eaton  Vance  Federated  Funds 
Fidelity  Advisor  Funds  Franklin  Templeton  Group 
GT  Global  Ivy  Mackenzie  Funds 
John  Hancock  Funds  Kemper  Funds 
Lord  Abbett  Family  of  Funds 
MFS  Investment  Management  Northstar 

Nuveen  Funds  OppenheimerFunds 
PIMCO  Advisors  Pioneer  Mutual  Funds 
Putnam  Investments  Seligman  Funds 
State  Street  Research  Family  of  Funds 
Van  Kampen  American  Capital  Funds 


Merrill  Lynch 

A  tradition  of  trust. 

For  more  complete  information  about  any  mutual  fund  sold  at  Merrill  Lynch,  including  management  fees  and  other  charges  and  expenses,  request  a 
prospectus  by  calling  your  local  Merrill  Lynch  Financial  Consultant.  Read  it  carefully  before  you  invest  or  send  money. 

©1997  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated.  Member  SIPC. 
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ship  of  shares  by  insiders,  with  the 
shares  representing  a  significant  por- 
tion of  the  managers'  net  worth;  a 
low  ratio  of  price  to  "funds  from 
operations"  (net  income  with  depre- 
ciation charges  added  back).  Among 
the  REITs  that  look  good  by  these  cri- 
teria are  Public  Storage,  Felcor  Suite 
Hotels  and  Equity  Residential  Trust. 

Or  buy  a  mutual  fund  that  owns 
REITs  and  other  real-estate-related 
shares.  The  table  on  page  116  lists  six 
of  them.  All  have  outperformed  their 
peers  the  last  three  years  and  have 
expense  ratios  at  or  below  1.5%. 

Shelby  Davis,  60,  a  seasoned  man- 
ager who  has  been  on  our  Honor 
Roll  for  the  past  four  years,  founded 
the  Davis  Real  Estate  Fund  three 
years  ago.  Says  Davis:  "Real  estate  is 
just  coming  out  of  a  huge  down 


cycle,  and  people  are  securitizing  it. 
This  is  as  big  a  change  as  when 
Fannie  Mae  and  Freddie  Mac  securi- 
tized  mortgages." 

Consider  international  stocks.  Most 
foreign  markets  are  cheaper  now  than 
ours.  Latin  America,  for  example, 
trades  at  14  times  1997  projected 
earnings;  Europe,  18.  That's  sub- 
stantially lower  than  the  U.S.  at  23. 

Martin  Wade,  manager  of  $1 1  bil- 
lion T.  Rowe  Price  International 
Fund,  another  Forbes  Best  Buy  (see 
p.  132),  sees  the  biggest  opportuni- 
ties in  Latin  America  and  Japan. 
"We're  sticking  with  big  blue  chips 
like  Telebras  (Brazil),  and  Canon, 
Sony  and  NEC  (Japan),"  he  says. 

Buy  commodities.  You  might  put  as 
much  as  10%  of  your  portfolio  into 
energy  and  agricultural  commodities. 


The  story  below  describes  some  ways 
to  do  that. 

What  about  buying  shares  of  com- 
modity producers?  It  doesn't  always 
work.  In  1990,  when  the  Gulf  war 
crisis  pushed  the  oil-heavy  Goldman 
Sachs  Commodity  Index  up  29%, 
Exxon  stock  went  nowhere.  Says 
Russell  Read,  manager  of  Oppen- 
heimer's  new  Real  Asset  Fund, 
"These  companies,  being  good  com- 
panies, diversify,  hedge  and  manage 
their  commodities  exposures  so  that 
their  stock  prices  don't  fluctuate 
exactly  with  commodities." 

Buy  bearish  derivatives.  You  could 
buy  a  put  option,  or  sell  short  a 
future,  on  the  s&P  500.  Example:  A 
put  on  the  Chicago  Board  Options 
Exchange  expiring  in  June  1998  with 
a  strike  price  of  850  would  cost 


In  theory,  commodities  can  offset 
the  damage  a  sinking  stock  market 
does  to  your  portfolio. 
But  there  are  some  practical  problems, 
not  the  least  of  which  is  high  fees. 

The  moo- 
oink  hedge 

By  Mary  Beth  Grover 

Russell  Read's  whiteboard  is  crammed  with  mathe- 
matical formulas — square  roots,  standard  deviations  and 
correlation  coefficients — color-coded  in  pink,  blue,  black 
and  green.  This  manager  of  the  Oppenheimer  Real  Asset 
Fund  buys  no  stocks.  Instead  he  tries  to  hedge  against 
them  by  holding  securities  with  returns  linked  to  the  price 
of  commodities.  When  the  price  of  bacon  or  gasoline 
shoots  up,  the  fund  makes  money. 

The  theory,  as  set  forth  in  all  those  statistical  formulas, 
is  simple  enough.  During  periods  when  commodities  take 
off,  stocks  can  get  hammered.  They  did  in  a  big  way  fol- 
lowing the  oil  embargo  of  1973;  they  did  again  in  the 
Gulf  war  panic  in  1990.  So  you  should  own  commodities 
as  a  way  to  hedge  your  stock  portfolio. 

Theory  is  one  thing — results  are  something  else. 
Recendy  commodities  have  been  a  hedge  you  would  have 
been  happier  not  owning.  Over  the  past  three  years  the 
Goldman  Sachs  Commodity  Index  has  climbed  a  grand 


total  of  38%;  stocks  are  up  114%.  Gold,  the  classic  infla- 
tion hedge  offered  as  an  insurance  policy  for  a  stock  port- 
folio, has  been  in  a  downward  slump  for  most  of  the  past 
decade. 

But  who  knows  what  the  future  holds?  Russell  Read 
ominously  notes  that  since  December  crude  oil  has  traded 
from  as  low  as  $18.50  a  barrel  to  as  high  as  $24.  If  we 
run  into  a  little  energy  shortage,  the  economy  could 
suffer,  earnings  could  suffer,  stocks  could  suffer.  His  $47 
million  fund  would  be  sitting  pretty. 

Read  concludes:  "Over  the  next  12  months  the  com- 
modities market  will  become  increasingly  volatile  and 
cause  similar  volatility  in  the  stock  and  bond  markets." 
Translation:  If  commodity  prices  move  as  he  expects, 
stocks  and  bonds  will  tank. 

Goldman,  Sachs  research  shows  that  adding  a  10%  dose 
of  commodities  to  a  60/40  mix  of  stocks  and  bonds 
(making  the  mix  54/36/10)  would  have,  over  the  period 
1970  to  1995,  enhanced  returns  and  reduced  risk.  To  wit: 
The  commodity -flavored  balanced  fund  would  have 
earned  a  compound  average  of  10.3%  a  year,  to  10.1%  for 
the  commodity-free  portfolio.  In  hostile  markets,  the 
commodity-flavored  portfolio  would  have  handed  you 
seven  losses  averaging  6%,  versus  seven  losses  averaging 
10%  for  the  commodity-free  portfolio. 

In  the  language  of  Read,  who  has  a  Ph.D.  in  political 
economy  from  Stanford,  commodities  are  negatively  cor- 
related with  both  stocks  and  bonds. 

If  you  believe  in  the  theory,  how  should  you  act  on 
your  belief? 

Until  recendy  the  commodity  fund  business  was  limit- 
ed to  investment  partnerships — hedge  funds,  that  is — 
with  very  forbidding  fees.  The  portfolio  manager  tradi- 
tionally gets  20%  of  your  profits,  plus  a  flat  annual  fee  of 
1%  or  2%.  He  has  great  incentive  to  make  wild  bets.  In 
the  manner  of  a  racetrack  tout,  he  has  everything  to  gain 
if  a  long  shot  comes  in  and  nothing  to  lose  if  it  doesn't. 
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$2,500  plus  commissions.  That 
option  contract  entitles  you  to  receive, 
next  June  19,  $100  times  the  number 
of  points  the  index  closes  short  of  850 
on  that  day.  If,  for  example,  the 
market  falls  20%,  to  760,  this  put 
would  pay  out  $9,000.  Subtract  the 
$2,500  you  paid,  and  you're  left  with 
a  $6,500  profit.  If  the  market  closes 
on  June  19  at  825,  you  break  even; 
below  that,  you  make  money.  If  it 
closes  above  850,  you  lose  everything 
you  put  into  the  option. 

Another  approach:  Short  an  s&P 
future.  S&P  500  futures  trade  on  the 
Chicago  Mercantile  Exchange.  With 
the  s&P  500  recently  trading  at  950, 
the  June  1998  future  was  at  986. 

One  future  represents  $475,000 
worth  of  stock  at  today's  prices,  so 
you'd  short  two  contracts  to  protect 


a  diversified  $1  million  portfolio.  You 
could  go  short  two  contracts  without 
even  owning  the  $1  million  of  stocks 
on  the  side,  but  that  would  be  a  risky 
thing  to  do.  Potential  loss:  infinite. 

You  have  to  put  up  collateral  (say, 
U.S.  Treasury  bills)  to  undertake  this 

"If  a  stock  goes  down  50%, 

it  has  to  then  double 

just  for  you  to  break  even." 

trade.  But  there  is  no  purchase  cost 
to  this  contract  the  way  there  is  with 
an  option  contract.  Rather,  you  and 
the  buyer  of  the  s&P  future  are 
simply  agreeing  on  a  future  price  of  a 
basket  of  stocks.  To  the  extent  that 
the  s&P  index  ends  next  June  19 


above  this  price,  you  owe  money  to 
the  other  fellow;  to  the  extent  the 
index  falls  short  of  that  price,  he  owes 
you  money. 

None  of  these  five  portfolio  tricks  is 
a  perfect  hedge.  There  is,  alas,  simply 
no  way  to  insure  against  market  losses 
without  sacrificing  some  potential 
gains.  But  they  all  should  enable  you 
to  sleep  more  soundly  without  putting 
cash  into  a  low-yielding  mattress. 

Do  we  look  for  a  repeat  of  1974? 
No.  Things  are  very  different  from 
what  they  were  25  years  back.  But 
there  will  always  be  down  markets, 
and  if  you  have  ever  been  through 
one,  you  know  how  comforting  it  is 
to  realize  that  part  of  your  assets  are 
immune  to  bear  fever.  If  you  don't 
have  any  of  that  immunization,  you 
would  be  wise  to  get  some.  Now.  Hi 


If  the  commodity  pool  does  hit  the  jackpot,  the  20%  fee 
is  steep.  It  could  easily  come  to  the  equivalent  of  5%  or 
10%  of  assets  annually,  outlandish  by  the  standards  of 
stock  mutual  funds. 

Commodity  hedge  funds  are  not  nearly  as  popular  now 
as  they  were  two  decades  ago,  when  commodity  prices 
were  racing  upward,  but  you  can  still  find  them.  We  rec- 
ommend that  you  steer  clear. 

Then  there's  the  four-month-old  Oppenheimer  Real 
Asset  Fund  that  Russell  Read  manages.  It's  fairly  expen- 
sive, too:  for  A  shares,  a  5.75%  sales  load  to  get  in,  plus 
1.75%  of  assets  annually  for  management  fees  and  over- 
head. We'll  give  it  a  grudging  recommendation.  But  we 
wish  Vanguard  would  move  into  the  business  with  a  really 
cheap  no-load. 

The  Oppenheimer  Real  Asset  Fund  attempts  to  track 
the  Goldman  Sachs  Commodity  Index,  a  blend  of  22 
commodities  futures  contracts  covering  energy,  grains  and 
metals.  The  largest  elements  in  the  index:  crude  oil  at 
20%,  natural  gas  at  15%  and  heating  oil  at  9%.  Since  the 
fund  is  registered  with  the  Securities  &  Exchange  Com- 
mission, not  the  Commodities  Futures  Trading  Com- 
mission, it  has  to  own  securities,  not  commodities  con- 
tracts. So  it  arranges  with  Wall  Street  firms  and  others  to 
buy  commodity-linked  bonds.  This  little  dance  probably 
shaves  a  little  off  returns,  but  it  makes  regulators  happy. 

Here's  another  approach:  Set  up  a  do-it-yourself  fund 
that  tracks  the  Goldman  Sachs  Commodity  Index.  The 
Chicago  Mercantile  Exchange  trades  a  GSCI  futures  con- 
tract representing  roughly  $50,000  of  commodities. 
Drawback:  scanty  trading.  The  only  contract  with  any 
decent  volume  is  the  one  that  expires  in  a  month,  so  you 
have  to  roll  the  contract  over  12  times  a  year.  Every  time, 
you  get  hit  with  a  commission  ($30  or  so)  plus  a  bid/ask 
spread  (typically  0.15%).  It  adds  up.  Holding  a  GSCI 
future  open  could  easily  run  you  2.5%  a  year.  You'd  be 
better  off  in  the  Oppenheimer  fund. 

Forbes  ■  August  25,  1997 


Russell  Read,  manager  of  the  Oppenheimer  Real  Asset  Fund 
A  stock  market  crash  might  be  good  for  business. 


For  high  rollers,  Goldman,  Sachs  writes  commodity 
notes  linked  to  the  GSCI.  Minimum  investment  is 
$100,000;  a  cost  of  1.5%  a  year  is  built  into  the  pricing 
of  the  note. 

There's  also  a  bzw  Commodities  Trust  fund  that 
trades  on  the  London  Stock  Exchange  at  a  15%  dis- 
count to  its  net  asset  value  and  runs  up  annual  expens- 
es of  1.5%.  sm 
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BEST  BUYS 


FUND  SURVEY 


If  you  regard  mutual  funds  as  speculative  investments,  you  can  ignore 
the  cost  of  ownership.  If  you  are  a  long-term  investor, 
you  will  want  to  consider  these  Forbes  Best  Buys. 


Best  Buys 


By  James  M.  Clash 

Imagine  that  you  go 
shopping  for  a  fuel-effi- 
cient car  and  come 
home  with  a  four-cylin- 
der, two-door  sedan 
advertising  33  miles  per 
gallon.  But  it  delivers 
only  9. 

Back  you  go  to  the 
dealer,  fuming.  He 
quotes  from  the  fine 
print  in  the  car  ads: 
Actual  results  may  vary. 

Believe  it  or  not,  this 
is  just  the  way  mutual 
funds  are  sold.  The 
sponsors  parade  past 
performances  as  if  they 
were  engineering  specs 
from  an  auto  test  track. 
They  are  anything  but. 

When  the  fine  print 
says  that  past  perfor- 
mance is  no  guarantee 
of  future  results,  it's 
making  an  understate- 
ment. Past  performance  as  measured 
by  a  single  performance  figure  is  not 
very  helpful. 

How  many  fund  buyers  realize 
this?  They  hear  about  a  fund  that  has 
averaged  a  return  of  20%,  and  they 
think  it  must  be  about  twice  as  good 
as  a  fund  that  averaged  10%.  If  the 
hot  fund  took  on  a  lot  of  risk  in  deliv- 
ering its  20%,  it  may  be  no  better  at 
all  than  the  one  that  returned  10%.  It 
may  be  precisely  the  wrong  place  to 
put  your  money  when  the  Dow  is  at 
8000-plus. 

Most  investors — and  most  fund 
rating  surveys — put  far  too  much 
emphasis  on  these  average  perfor- 
mance figures. 

The  Best  Buy  rankings  that  run 
from  this  page  through  page  133  ure 
aimed  at  expanding  your  field  of 
vision  about  mutual  funds.  Most 


people  look  only  at  raw  performance 
figures.  Forbes  asks:  Have  you  con- 
sidered the  cost  of  ownership,  that  is, 
how  much  does  the  fund  charge  to 
manage  your  money? 

Does  this  matter?  If  a  fund  has 
delivered  you  15%  a  year  over  a  long 
period,  why  should  you  much  care 
whether  management  charges  you 
$1.50  per  $100  for  funds  under  man- 
agement or  75  cents  per  $100? 

You  should  care.  Performance 
varies  all  over  the  lot.  A  fund  can  be 
up  40%  one  year  and  down  25%  the 
next  year,  but  the  management  fees 
go  on  and  on.  During  the  1970s  the 
market  was  basically  flat,  and  costs 
made  a  big  difference  in  final  results. 

Consider  the  unmanaged  index 
funds.  Their  management  fees  are 
often  half  those  charged  by  managed 
funds,  yet  the  index  funds  have  in 


recent  years  outper- 
formed most  managed 
funds.  Their  lower  cost  is 
one  factor  in  this  superi- 
or performance. 

With  bond  funds, 
ownership  costs  are  even 
more  important.  The 
management  fees  come 
right  out  of  the  interest 
income,  the  capture  of 
which  is  your  principal 
reason  for  buying  the 
fund  in  the  first  place. 
We  define  the  cost  of 
ownership  to  be  the 
annual  expense  burden 
(fees  for  portfolio  man- 
agement and  overhead), 
plus  one-fifth  of  the  max- 
imum sales  load.  Our 
Best  Buy  rankings,  which 
cover  four  fund  cate- 
gories beginning  with 
domestic  stock  funds, 
combine  a  score  for  effi- 
ciency with  a  score  for  performance. 

Our  Best  Buy  formula  varies  with 
the  type  of  fund.  For  stock  and  for 
junk-bond  funds,  performance  and 
cost  of  ownership  are  equally  weight- 
ed. For  most  other  bond  funds,  the 
efficiency  score  carries  three  times  the 
weight  of  the  performance  score  for 
the  reason  that  we  explain  above. 

Use  these  Best  Buy  rankings  in 
conjunction  with  our  letter  grades  for 
bull  and  bear  markets.  At  this  point 
you  must  inject  individual  judge- 
ment. If  you  want  to  sleep  well  with 
the  market  at  record  highs,  put  more 
emphasis  on  bear  market  perfor- 
mance. If  you  are  in  for  the  very  long 
pull  and  don't  care  all  that  much 
about  potential  drops  in  the  market, 
then  go  for  bull  market  performance. 
Most  investors  will  settle  somewhere 
between  the  two  extremes.  M 
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Five-Year  Best  Performers 


OLIOS®  BY  FIDELITY 
HAS  GIVEN  YOU  THREE  OF  THE 
TOP  FIVE  PERFORMING  MUTUAL  FUNDS. 


Lipper  data  as  of  6/30/97  and  includes  all  equity  funds  The  equity  fund  universe  for  the  five-year  period  was  1,372.  For  the  one-year  and  ten-year  periods,  the  fund  universe 
was  4,370  and  702,  out  of  which  Fidelity  Select  Electronic  ranked  8  and  8,  Fidelity  Select  Home  Finance  ranked  6  and  1 ,  Fidelity  Select  Computers  ranked  595  and  68.  This 
reprinted  list  is  supplied  by  Fidelity  Distributors  Corporation  which  serves  as  the  general  distribution  agent  for  shares  of  the  Select  Portfolios.  This  reprinted  list  should  not 
be  construed  as  an  offer  to  sell  or  a  solicitation  of  an  offer  to  buy  shares  of  any  other  funds  mentioned  in  this  list.  Repnnted  from  the  Wall  Sired  journal  7/3/97.  All  data  in  this 
list  was  provided  by  Lipper  Analytical  Services  Inc.,  which  is  a  nationally  recognized  organization  that  provides  performance  information  for  mutual  funds.  Each  fund  is  clas- 
sified within  a  universe  of  funds  similar  in  investment  objective.  Peer  group  averages  include  reinvestment  of  dividends  and  capital  gains,  if  any,  and  exclude  sales  charges. 


Lipper  Analytical  Services  reports 
that  of  all  the  diversified  and 
non-diversified  funds  with 
many  different  objectives,  risk 
profiles  and  charges,  three  of 


the  top  five  performing  funds 
over  the  last  five  years  are 
Fidelity  Select  Portfolios.  Of 
course,  past  performance  is  no 
guarantee  of  future  results,  and 


SELECT  PORTFOLIOS® BY  FIDELITY 

Financial  Services  Sector 

1  Year 

5  Year 

1 0  Year 

or  Life  of  Fund 

Brokerage  &  Investment  Management 

46.36% 

25.45% 

1 3.26% 

Financial  Services 

38.04% 

24.25% 

16.61% 

Home  Finance 

49.35% 

31.75% 

22.74% 

Insurance 

41.62% 

20.80% 

15.91% 

Regional  Banks 

45.21% 

25.05% 

21.44% 

Technology  Sector 

Technology 

27.25% 

26.44% 

14.92% 

Computers 

27.65% 

31.35% 

15.36% 

Developing  Communications 

3.42% 

20.30% 

19.61%* 

Electronics 

48.62% 

40.12% 

19.09% 

Software  &  Computer  Services 

16.42% 

25.45% 

17.22% 

June  1997  Average 

Annual  Returns 

you  may  have  a  gain  or  loss 
when  you  sell  your  shares.  This 
is  because  given  their  narrow 
focus,  sector  funds  can  move 
up  quickly  but  fall  just  as  fast.2 
In  fact,  recent  returns  for  other 
Fidelity  Sector  funds  have  not 
been  that  impressive.  But, 
as  the  Lipper  report  indicates, 
only  Fidelity  Select  Portfolios 
can  offer  unmatched  perfor- 
mance over  the  long  term. 


1-800-544-0165 


www.fidelity.com 


Fidelity 


Investments 


FIDELITY  INVESTMENTS" 


TDD  SERVICE:  1-800-544-0118  for  the  deaf  and  hearing-impaired  9  a.m.  -9  p.m.  ET.  jVOVfOHM 

For  more  complete  information,  including  charges  and  expenses,  call  for  a  free  prospectus.  Please  read  it  carefully  before  you  invest  or  send  mv>ney. 

'Average  annual  total  returns  for  the  period  ending  6/30/97  are  historical  and  include  changes  in  share  pnee,  reinvestment  of  dividends  and  capital  gains,  and  the 
effect  of  the  funds'  3%  sales  charge.  Share  prices  and  returns  will  vary.  If  Fidelity  had  not  reimbursed  certain  expenses  for  some  of  the  funds  during  the  periods  shown, 
those  funds'  returns  would  have  been  lower.  ;Because  stocks  in  a  sector  fund  tend  to  move  the  same  way,  sector  funds  typically  exhibit  higher  volatility  ih,m  broadly 
diversified  mutual  funds  and  the  stock  market  as  a  whole.  If  you  sell  shares  of  a  Select  equity  fund  after  holding  them  29  days  or  less,  the  fund  will  deduct  a  redemp- 
tion fee  equal  to  .75%  of  the  value  of  those  shares.  For  shares  held  30  days  or  longer,  the  redemption  fee  is  up  to  $7.50.  In  addition,  there  may  be  a 
$7.50  fee  for  each  exchange  out  of  a  Select  equity  fund.  "Life  of  Fund  as  of  fund  inception  date  for  Developing  Communications  is  6/29/90  Fidelity  Distributors 
Corporation.  FundsNetwork  is  a  service  provided  by  Fidelity  Brokerage  Services,  Inc.  Member  NYSE,  SIPC.  2(1/36505.001 


BEST  BUYS 


FUND  SURVEY 


U.S.  equity  funds 


As  explained  in  our  Best  Buy  introduction  on  page  122, 
we  weight  costs  equally  with  past  performance  in  these 
rankings  of  U.S.  stock  funds.  Within  each  category,  funds 
are  listed  in  descending  order  of  a  combined  cost/per- 
formance score. 

You  might  be  wondering:  How  can  we  cavil  at  an  extra 


percentage  point  or  two  of  overhead  costs  when  good 
funds  have  been  earning  15%  or  20%  a  year?  Answer: 
Because  so  much  of  what  passes  for  investment  skill  these 
days  is  nothing  but  the  dumb  luck  of  a  wildly  bullish 
market. 

If  you  have  any  doubts  about  how  much  of  your  fund's 


Market 
Performance 


Fund/distributor 


Maximum  cumulative 
 loss  


Lead 
manager 


5-year 
annualized 


Hypothetical 
investment 


Assets 
6/30/97 


% 

period 

(years) 

total 
return 

resultst 

($mil) 

Stock 

A 

C 

Safeco  Equity  Fund/Safeco 

-33.6  % 

8/87  toll/87 

Richard  Meagley  (2) 

24.6% 

$30,383 

$1,301 

C 

B 

Dodge  &  Cox  Stock  Fund/Dodge 

-25.8 

8/87  to  11/87 

Multiple  managers  (8) 

20.9 

30,168 

3,326 

D 

A+ 

T  Rowe  Price  Capital  Appreciation/Price 

-14.7 

8/87  toll/87 

Richard  Howard  (8) 

14.6 

24,360 

1,024 

C 

A 

T  Rowe  Price  Equity  Income  Fund/Price 

-20.4 

8/89  to  10/90 

Brian  Rogers  (4) 

18.6 

28,345 

10,600 

D 

A 

AARP  Growth  Trust-Growth  &  Income/Scudder 

-24.8 

8/87  toll/87 

Multiple  managers  (5) 

19.4 

29,589 

5,899 

American  Century  Income  &  Growth/Amer  Century 

 * 

— * 

Multiple  managers  (3) 

19.8 

— * 

1,231 

American  Century  Equity  Growth/Amer  Century 

* 

— * 

Multiple  managers  (2) 

20.0 

* 

482 

B 

B 

Vanguard/Windsor  ll/Vanguard 

-26.6 

8/87  toll/87 

Multiple  managers  (7) 

19.4 

28,635 

20,163 

Columbia  Common  Stock  Fund/Columbia 

 * 

Alan  Folkman  (1) 

19.0 

* 

674 

C 

C 

T  Rowe  Price  Growth  &  Income  Fund/Price 

-28.2 

8/87  toll/87 

Stephen  Boesel  (10) 

18.5 

26,289 

3,064 

C 

B 

Lexington  Corp  Leaders  Trust  Fund/Lexington 

-28.8 

8/87  toll/87 

Lawrence  Kantor  (9) 

20.2 

23,428 

501 

A 

B 

Mairs  &  Power  Growth  Fund/Mairs  &  Power 

-30.6 

8/87  toll/87 

George  A  Mairs  III  (17) 

24.2 

37,570 

279 

C 

A 

Scudder  Growth  &  Income  Fund/Scudder 

-23.7 

8/87  toll/87 

Multiple  managers  (5) 

19.2 

27,539 

5,706 

A 

B 

Vanguard  Special-Health  Care/Vanguard 

-31.2 

8/87  toll/87 

Edward  Owens  (13) 

23.3 

45,794 

3,791 

D 

A+ 

Greenspring  Fund/Greenspring 

-13.2 

3/90  to  10/90 

Charles  Carlson  (10) 

16.5 

23,617 

134 

Balanced 

B 

B 

Dodge  &  Cox  Balanced  Fund/Dodge 

-5.1 

1/94  to  6/94 

Multiple  managers  (8) 

15.7 

19,200 

4,710 

B 

A 

Founders  Balanced  Fund/Founders 

-5.3 

8/94  toll/94 

Brian  Kelly  (1) 

17.1 

19,581 

720 

B 

B 

Vanguard  STAR  Fund/Vanguard 

-5.6 

1/94  to  3/94 

Not  actively  managed 

14.4 

17,535 

6,661 

C 

B 

Eclipse  Financial  Asset  Trust-Balanced/Eclipse 

-5.0 

1/94  to  6/94 

Multiple  managers  (7) 

14.3 

17,361 

88 

A 

C 

Vanguard/Wellington  Fund/Vanguard 

-6.9 

1/94  to  3/94 

Multiple  managers  (3) 

15.7 

18,957 

19,202 

C 

B 

Columbia  Balanced  Fund/Columbia 

-5.1 

1/94  to  6/94 

Michael  Powers  (6) 

13.6 

17,157 

763 

A 

D 

Vanguard  Asset  Allocation/Vanguard 

-8.3 

1/94  to  6/94 

Multiple  managers  (9) 

16.3 

19,279 

3,349 

D 

A+ 

Value  Line  Convertible  Fund/Value  Line 

-7.0 

1/94  to  12/94 

Multiple  managers  (3) 

14.5 

16,815 

79 

B 

B 

Fidelity  Puritan  Fund/Fidelity 

-4.7 

1/94  to  3/94 

Multiple  managers  (1) 

16.2 

18,390 

21,221 

C 

B 

T  Rowe  Price  Balanced  Fund/Price 

-6.6 

1/94  to  6/94 

Richard  Whitney  (3) 

13.4 

17,452 

1,122 

Sector 

A+ 

■  F 

T  Rowe  Price  Science  &  Technology  Fund/Price 

 * 

 * 

Charles  Morris  (6) 

27.4 

 * 

3,561 

A+ 

0 

Invesco  Strategic-Technology/lnvesco 

-42.5 

9/87  to  11/87 

Multiple  managers  (6) 

24.9 

42,578* 

941 

D 

■  A 

Fidelity  Utilities  Fund/Fidelity 

 * 

John  Muresianu  (4) 

13.7 

1,267 

Vanguard  Special-Utilities  Income/Vanguard 

 * 

 * 

Multiple  managers  (1) 

11.8 

602 

D 

A 

Invesco  Strategic— Utilities/lnvesco 

-16.5 

12/89  to  9/90 

Brian  Haywardt 

12.8 

22,352 

137 

F 

A+ 

Copley  Fund/Copley 

-14.4 

8/93  to  6/94 

Irving  Levine  (19) 

10.7 

23,691 

75 

American  Century  Utilities/Amer  Century 

 * 

 * 

Multiple  managers  (2) 

* 

128 

F 

A+ 

Stratton  Monthly  Dividend  Shares/Stratton 

-19.6 

8/93  to  6/94 

Multiple  managers  (10) 

7.6 

17,115 

96 

Index 

B 

C 

Vanguard  Index  Trust-500  Portfolio/Vanguard 

-29.8 

8/87  to  11/87 

George  Sauter  (10) 

19.6 

31,529 

41,553 

California  S&P  500  Index  Fund/California  Inv 

 * 

 * 

Roderick  G.  Baldwin  (5) 

19.3 

69 

Galaxy  ll-Large  Company  Index/Galaxy 

 * 

Murphy  van  der  Velde  (2) 

19.3 

* 

507 

Vanguard  Index  Trust-Tota!  Stock  Market/Vanguard 

 * 

 * 

George  Sauter  (5) 

18.7 

 * 

4,863 

■  C 

■  B 

T  Rowe  Price  Equity  Index  "und/Price 

 * 

 * 

Richard  Whitney  (7) 

19.3 

 * 

1,309 

■  Fund  rated  for  three  periods  only:  maximum  allowable  grade  A.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period.  tValue  of  $10,000  investment  over 
five  years  for  balanced  and  almost  ten  years  for  stcck  funds  (8/31/87  through  6/30/97).  JLess  than  one  year.  §Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  tK 
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earnings  are  due  to  chance  rather  than 
to  skill,  compare  them  with  those  of 
an  index  fund.  There  are  very  few 
actively  managed  stock  funds  that  have 
beaten  the  Vanguard  Index  500  fund 
over  the  past  20  years. 


Weighted 

Median 

Maximum 

Annual 

Largest 

Portfolio 

Risk 

Fund 

average 

market  cap 

sales 

expenses 

company 

turnover 

level 

P/E 

($bil) 

charge 

per 
$100 

holding 

18.3 

$34.7 

none 

$0.73 

Chase  Manhattan 

33% 

average 

Safeco  Equity  Fund 

20.3 

10.2 

none 

0.59 

Dayton  Hudson 

10 

low 

Dodge  &  Cox  Stock  Fund 

18.7 

7.4 

none 

0.76 

Centerior/Cleveland  Electric 

44 

very  low 

T  Rowe  Price  Capital  Appreciation 

19.8 

20.4 

none 

0.81 

General  Electric 

25 

very  low 

T  Rowe  Price  Equity  Income  Fund 

15.4 

14.0 

none 

0.69 

Xerox 

25 

low 

AARP  Growth  Trust-Growth  &  Income 

16.6 

29.4 

none 

0.62 

Intel 

92 

low 

American  Century  Income  &  Growth 

16.1 

26.5 

none 

0.63 

Intel 

131 

low 

American  Century  Equity  Growth 

16.9 

25.8 

none 

0.39 

Chase  Manhattan 

32 

low 

Vanguard/Windsor  II 

21.2 

22.9 

none 

0.76 

Alcoa 

111 

low 

Columbia  Common  Stock  Fund 

22.3 

22.5 

none 

0.82 

Corning 

14 

very  low 

T  Rowe  Price  Growth  &  Income  Fund 

19.8 

42.3 

none 

0.63 

Mobil 

NA 

average 

Lexington  Corp  Leaders  Trust  Fund 

20.0 

11.3 

none 

0.89 

Medtronic 

3 

average 

Mairs  &  Power  Growth  Fund 

15.0 

15.1 

none 

0.78 

Xerox 

27 

low 

Scudder  Growth  &  Income  Fund 

20.9 

10.3 

none§ 

0.38 

Warner-Lambert 

7 

average 

Vanguard  Special-Health  Care 

18.8 

2.7 

none 

1.00 

Criimi  Mae 

61 

very  low 

Greenspring  Fund 

20.2 

10.0 

none 

0.56 

General  Motors 

17 

average 

Dodge  &  Cox  Balanced  Fund 

22.3 

18.2 

none 

1.07 

Novartis 

146 

average 

Founders  Balanced  Fund 

21.6 

14.5 

none 

0.37 

Vanguard  Windsor  II 

18 

low 

Vanguard  STAR  Fund 

21.9 

5.0 

none 

0.83 

Coca  Cola  Enterprises 

72 

low 

Eclipse  Financial  Asset  Trust-Balanced 

19.1 

19.7 

none 

0.31 

Allstate 

30 

high 

Vanguard/Wellington  Fund 

20.8 

26.9 

none 

0.66 

Sunbeam 

133 

low 

Columbia  Balanced  Fund 

21.4 

35.8 

none 

0.47 

General  Electric 

23 

high 

Vanguard  Asset  Allocation 

15.9 

26.0 

none 

1.01 

Fremont  General 

164 

low 

Value  Line  Convertible  Fund 

19.8 

35.0 

none 

0.66a 

Philip  Morris 

93 

average 

Fidelity  Puritan  Fund 

18.4 

20.0 

none 

0.87 

General  Electric 

22 

low 

T  Rowe  Price  Balanced  Fund 

25.7 

15.2 

none 

0.97 

BMC  Software 

126 

high 

T  Rowe  Price  Science  &  Technology  Fund 

27.0 

5.4 

none 

1.08 

Motorola 

168 

high 

Invesco  Strategic-Technology 

19.1 

7.1 

none 

0.81a 

GTE 

56 

average 

Fidelity  Utilities  Fund 

14.5 

4.1 

none 

0.40 

Pinnacle  West  Capitol 

38 

low 

Vanguard  Special-Utilities  Income 

14.9 

9.1 

none 

1.17 

Bell  South 

141 

low 

Invesco  Strategic-Utilities 

14.1 

10.5 

none 

1.00 

Bristol-Myers  Squibb 

9 

average 

Copley  Fund 

15.1 

13.1 

none 

0.71 

GTE 

93 

average 

American  Century  Utilities 

18.3 

0.4 

none 

1.02 

National  Health  Investors 

69 

average 

Stratton  Monthly  Dividend  Shares 

21.6 

24.5 

none 

0.20 

General  Electric 

5 

average 

Vanguard  Index  Trust-500  Portfolio 

21.8 

35.0 

none 

0.20a 

General  Electric 

2 

very  low 

California  S&P  500  Index  Fund 

24.6 

28.1 

none 

0.40 

General  Electric 

5 

low 

Galaxy  II— Large  Company  Index 

20.6 

10.8 

none 

0.22 

General  Electric 

3 

average 

Vanguard  Index  Trust-Total  Stock  Market 

21.4 

35.7 

none 

0.40a 

General  Electric 

1 

average 

T  Rowe  Price  Equity  Index  Fund 

a:  Net  of  absorption  of  expenses  by  fund  sponsor.  NA:  Not  applicable  or  not  available. 

Sources:  Forbes;  Upper  Analytical  Services;  Morningstar,  Inc. 
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FIESTA  AMERICANA 

CONDESA  CANCUN 

Federico  Gaxiola 

Director  Real  Stale  Division 


"...we  felt  that  investing  in  Ixtapa  was  our  best  opportunir; 
there  marketing  perspective  was  clear  and  effective.  We'v 

never  reggretted  our  decision  to  invest  wit 

FONATUR..." 


CABOREAL 

LOS  CABOS 

John  Vaughan 

Director 


"...with  the  type  of  investment  and  infrastructure  established 
at  their  tourist  sites,  FONATUR  has  set  the  guidelines  for 
major  investment  decisions.  If  it  were  not  for  FONATUR's 
involvement,  we  would  surely  not  be  here..." 


CANCUN 
HUATULCO 
IXTAPA 
LORETO 
LOS  CABOS 


Los  Cabos 

Jorge  Bovjfier 
Helkna  Bouffier 

Family 


Your  investment  best  destiny... 


FONATUR 


FONDO  NACIONAL  Dfc  F  OMEN  TO  AL  TURISMO 


"...we  lead  a  very  tranquil  life  her 
If  you  enjoy  golf  or  fishing,  this 
an  ideal  place.  Furthermore,  than! 
to  the  safe  lifestyle  developed  t 
FONATUR,  you  can  go  out  at  nigl 
without  any  complications,  more  s< 
there  is  no  need  to  worry  when  kic 
stay  out.  We  are  truly  happy  to  t 
here..." 


For  informatioi; 

1-88&FONATUI 

(1-888-366-2887 

http://www.fonatur.com.mi 


'...Mexico  is  a  country  in  which 
tourism  projects  will  become 

a  true  reality..." 


CANCUN 

GuiUermo  Gonzalez 

General  Manager 


the  developments  undertaken  by  FONATUR 
re  enabled  our  Hard  Rock  Cafe  Restaurant  to 
lefit  from  excellent  planning  and  growth 
•port..." 


KOLL 


INTERNATIONAL 

LOS  CABOS 


John  K  Solis  BaMa 

Vice  President  of 
Construction  &  Development 

"...I  believe  FONATUR 
has  given  preference  to 

our  needs,  we  have  always  managed  to  align  both  of  our  philosophies. 
Working  with  someone  who  strives  for  the  same  goals  has  really  made 
a  big  difference  ..." 


IE  RTTZ-CARLTON" 
CANCUN 


Jose  Antonio  Rivera 

If  Director 
Consorcio  IndwtrialEsc-orpion 
,  Tourism  Division 

"...frankly  speaking, 
FONATUR's  destinations 
are  the  best  in  the  nation, 
ey  have  excellent  control  over  maintenance,  services,  investment 
xibility,  and  financing  opportunities..." 


Westin  Regina 

LOS  CABOS 

John  McCarthy 

Director  Tourism  Division 

"...our  relationship  with  FONATUR  has 
always  been  positive  and  constructive.  As 
a  land  developer  and  banking  institution,  we've  always 
appreciated  FONATUR's  positive  attitude,  which  truly 
made  our  relationship  more  productive..." 


Q 

□ 

BEST  BUYS 

FUND  SURVEY 

Taxable  bond  funds 


Because  of  the  frothy  stock  market,  bond  funds  are  even 
less  in  the  limelight  than  usual.  But  they  remain  among 
the  best  noncash  hedges  against  the  market.  Our  Best  Buy 
rankings  weight  cost  of  ownership  higher  than  return 
here.  Why?  Bonds  are  more  plain-vanilla  than  stocks,  and 
return  is  mostly  a  function  of  where  you  sit  on  the  yield 
curve.  So  decide  how  far  out  you  want  to  go  in  maturity, 
then  pick  an  economical  fund  if  you  can  find  one.  (For 


junk  funds  we 
weight  risk- 
adjusted  perfor- 
mance and  costs 
equally).  Below, 
in  descending 
order  of  the  composite  Best  Buy  score,  are  funds  that 
have  delivered  good  returns  for  a  decent  price. 


Market 

Performance 

Fund 

5-year 

SEC 

Assets 

Weighted 

Maximum 

Annual 

Minimum 

Risk 

Up 

Down  8 

annualized 

yield 

c/on/oi 

average 

sales 

expenses 

initial 

level 

'  -  ■ 

I    ■ 

total 

(im\\) 

maturity 

invp^tmpnt 

IIIVGollllGlll 

W  mil/ 

ma iui  i ty 

Ullal  gc 

per 

return 

(years) 

$100 

U.S.  Treasury 

A+ 

.......... 

r 

Vanguard  Fixed  Income-L-T  US  Treasury 

8.8% 

6.7% 

$883 

20.6 

none 

$0.25 

$3,000 

high 

A 
A 

n 
u 

Vanguard  Fixed  Income-I-T  US  Treasury 

7.2 

6.5 

1,303 

7.4 

none 

0.25 

3,000 

average 

Vanguard  Admiral-Short-Term  US  Treasury 

 * 

6.2 

649 

2.3 

none 

0.15 

50,000 

low 

Vanguard  Admiral-Long-Term  US  Treasury 

 * 

6.9 

223 

20.6 

none 

0.15 

50,000 

high 

D 

B 

Vanguard  Fixed  Income-S-T  US  Treasury 

5.6 

6.0 

984 

2.3 

none 

0.25 

3,000 

low 

Ginnie  Mae 

.......... 

b 

D 

Vanguard  Fixed  Income-GNMA 

6.9 

6.9 

7,831 

7.7 

none 

0.27 

3,000 

average 

p 
b 

D 

D 

USAA  Investment-GNMA  Trust 

6.8 

6.9 

312 

9.1 

none 

0.28 

3,000 

average 

p 
b 

a 

o 

Amer  Century-Benham  GNMA 

6.7 

6.9 

1,152 

7.3 

none 

0.55 

2,500 

low 

c 

B 

Spartan  Ginnie  Mae  Fund 

6.3 

7.1 

492 

7.2 

none 

0.65 

10,000 

average 

c 

c 

T  Rowe  Price  GNMA  Fund 

6.4 

7.0 

963 

8.3 

none 

0.75 

2,500 

high 

Junk 

Spartan  High  Income  Fund 

13.9 

7.2 

2,016 

8.1 

none§ 

0.80 

10,000 

average 

p 

D 

D 

Northeast  Investors  Trust 

14.7 

7.9 

1,843 

5.7 

none 

0.64 

1,000 

high 

c 
r 

A  , 
H+ 

Nicholas  Income  Fund 

10.3 

0.0 

218 

7.2 

none 

0.55 

500 

very  low 

D 

B 

Vanguard  Fixed  Income-High  Yield  Corp 

10.9 

8.7 

3,999 

7.8 

none§ 

0.29 

3,000 

average 

A 

C 

Fidelity  Capital  &  Income  Fund 

11.7 

5.7 

2,050 

5.4 

none§ 

0.84a 

2,500 

high 

Short-term 

D 

A 

Vanguard  Fixed  Income-Short-Term  Corp 

6.1 

6.3 

4,560 

2.6 

none 

0.25 

3,000 

average 

Vanguard  Bond  Index-Short-Term  Bond 

6.3 

448 

2.4 

none 

0.20 

3,000 

average 

C 

B 

William  Blair  Mutual  Funds-Income  Fund 

6.2 

6.5 

151 

4.5 

none 

0.68 

5,000 

high 

Payden  &  Rygel  Limited  Maturity-A 

 * 

5.5 

135 

0.3 

none 

0.30a 

5,000 

very  low 

D 

A 

Bernstein  Short  Duration  Plus 

5.2 

5.5 

609 

2.1 

none 

0.65 

25,000 

low 

.......... 

Medium-term 

C 

Vanguard  Bond  Index-Total  Bond  Market 

7.0 

............ 

4,103 

8.8 

none 

0.20 

3,000 

average 

B 

c 

Standish  Fixed  Income  Fund 

7.7 

6.9 

2,874 

8.6 

none 

0.38 

100,000 

high 

Vanguard  Bond  Index-lntermed-Term  Bond 

 * 

6.9 

562 

7.5 

none 

0.20 

3,000 

very  high 

B 

c 

Bernstein  Intermediate  Duration 

7.0 

5.9 

1,881 

7.7 

none 

0.62 

25,000 

average 

B 

0 

Columbia  Fixed  Income  Securities 

7.2 

6.5 

368 

5.9 

none 

0.66 

1,000 

high 

Long-term 

A+ 

F 

Vanguard  Fixed  Income-Long  Term  Corp 

8.7 

7.4 

3,324 

21.4 

none 

0.28 

3,000 

very  high 

A 

D 

Dodge  &  Cox  Income  Fund 

7.7 

0.0 

610 

12.7 

none 

0.50 

2,500 

low 

A 

B 

Strong  Corporate  Bond  Fund 

10.7 

7.6 

333 

10.6 

none 

0.96 

2,500 

average 

A 

D 

USAA  Mutual-Income  Fund 

7.4 

6.7 

1,632 

10.9 

none 

0.37 

3,000 

high 

B 

C 

JPM  Plerpont  Bond  Fund 

6.9 

6.6 

153 

14.5 

none 

0.68 

100,000 

low 

Global 

A 

B 

Standish  International  Fixed-Income 

10.3 

5.7 

959 

6.8 

none 

0.53 

100,000 

average 

C 

B 

Warburg  Pincus  Global  Fixed  Income-Common  8.3 

5.6 

189 

4.2 

none 

0.95a 

2,500 

low 

A+ 

0 

T  Rowe  Price  international  Bond  Fund 

8.0 

5.4 

924 

7.8 

none 

0.87 

2,500 

high 

A 

D 

Amer  Century  Senham  European  Govt  Bond 

6.8 

0.0 

214 

6.9 

none 

0.83 

2,500 

high 

D 

A 

Merrill  Lynch  World  Income  Fund-D 

7.2 

6.2 

989 

NA 

4.00% 

0.99 

1,000 

low 

Five-year  return  6/30'92  through  6/30/97.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period.  §Oistributor  may  impose  redemption  fee  whose  proceeds 

revert  to  the  fund.  ■     1  ot  absorption  of  expenses  by  fund  sponsor.  NA:  Not  applicable  or  not  available.  Sources:  Forbes;  Upper  Analytical  Services;  Morningstar,  Inc. 
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If  You  Look  For  Value, 
You  May  Find  Performance." 


■  Now  you  can  join  the  many  investors  who  have 
recognized  the  significant  opportunities  presented  by 
searching  for  undervalued  and  overlooked  securi 
ties.  The  Franklin  Templeton  Group  now  offers 
you  4  additional  value-oriented  funds  designed 
for  capital  growth  to  help  complement  your 
investment  portfolio. 

■  Mutual  Series  is  one  of  the  premier  names 
in  equity  mutual  funds.  Each  of  the  funds  below 


5-Star 
Morningstar  Rating' 


received  an  overall  5 -star  Morningstar  rating,  as  of 
3/31/97.*  The  Morningstar  ratings 
measured  each  fund's  perfor- 
mance against  a  universe  of 
1,919,     1,076    and  601 
domestic  equity  funds  for  the  three-,  five-  and 
ten-year  periods,  respectively. 
■  Call  your  investment  representative  or 
Franklin  today  for  more  information. 


Michael  F.  Price,  President 
Franklin  Mutual  Series  Funds  Inc. 


Fund  Name 

Cumulative  Total  Returns" 

Average  Annual  Total  Returns" 

10-Year 

5-Year 

10-Year 

5-Year 

1-Year 

Mutual  Beacon 

274.4% 

1 29.3% 

i4.r 

18.1 

1 1.5* 

Mutual  Qualified 

266.8% 

130.5% 

13.9% 

18.2% 

1 1 T 

Mutual  Shares 

261.6% 

127.3% 

13.7% 

17.9% 

1 1 .5° 

Mutual  Discovery 

SINCE  INCEPTION  12/31/92 

127.9% 

SINCE  INCEPTION 

21.4% 

3-YEAR 

17.6% 

15.8% 

These  funds  may  invest  in  mergers,  consolidations,  liquidations  and  reorganizations  as  well  as 
in  lower-rated  corporate  bonds.  Foreign  issues  may  incur  special  risks  including  currency 
fluctuation  and  political  uncertainty.  Investors  should  carefully  assess  the  risks  to  principal  and 
income  associated  with  these  types  of  securities  as  discussed  in  each  funds  prospectus. 
:The  Morningstar  rating  is  based  upon  performance  when  the  fund  had  no  sales  charges  or  Rule  1 2b- 1 
fees.  Class  I  and  II  shares  which  were  initially  offered  on  November  1 , 1 996,  have  not  been  rated. 
Morningstar  proprietary  ratings  reflect  historical  risk-adjusted  performance.  The  ratings  are 
subject  to  change  everv  month.  Past  performance  is  no  guarantee  of  future  results.  Morningstar 
ratings  are  calculated  torn  the  fund's  three-,  five-  and  ten-year  average  annual  returns  in  excess 
of  90-day  Treasury  bill  returns  with  appropriate  sales  charge  adjustments,  and  a  risk  factor  that 
reflects  fund  performance  below  90-day  T-bill  returns.  The  one-year  rating  is  calculated  using 
the  same  methodology  but  is  not  a  component  of  the  overall  rating.  Ten  percent  of  the  funds  in  an 
investment  category  receive  five  stars  and  22.5%  receive  four  slars.  Morningstar  ratings  for  other 
periods  ended  3/31/97  are  the  following:  Mutual  Beacon,  (5),  (5)  and  (5)  stars;  Mutual 
Qualified,  (5),  (5)  and  (5)  stars;  Mutual  Shares,  (5),  (5)  and  (5)  slais;  and  for  the  Mutual 
Discovery,  (5),  (N/A)  and  (N/A)  stars  among  1 ,9 1 9, 1 ,076  and  60 1  domestic  equity  funds, 


for  three,  five  and  ten  years,  respectively.  The  Mutual  Beacon  Fund  received  4  stars;  Mutual 
Qualified  Fund  received  4  stars;  Mutual  Shares  Fund  received  4  stars;  and  the  Mutual  Discovery 
Fund  received  S  stars  for  the  one-year  period  among  3,048  domestic  equity  funds. 
"Performance  figures  shown  pertain  only  to  Class  I  shares  of  the  fund. The  fund  offers  other 
share  classes,  which  are  subject  to  different  fees  and  expenses  which  will  affect  their  per- 
formance. Please  see  the  prospectus  for  more  information. 

Cumulative  total  returns  show  the  percent  change  in  value  of  an  investment  and  average 
annual  total  returns  represent  the  average  annual  increase  in  value  of  an  investment  over  the 
indicated  periods,  ended  3/31/97.  .All  calculations  have  been  restated  to  reflect  the 
current,  maximum  4.5%  initial  sales  charge  and  assume  reinvestment  of  dividends  and 
capital  gains  at  net  asset  value.  Returns  have  not  been  restated  to  reflect  Rule  12b-l  fees 
which  are  included  only  from  the  date  of  the  plan's  implementation  on  November  1 , 1 996. 
Such  fees  will  affect  subsequent  performance.  Investment  return  and  principal  value  will 
fluctuate  with  market  conditions,  and  you  may  have  a  gain  or  loss  when  you  sell  your 
shares.  Past  performance  does  not  guarantee  future  results. 
Franklin  Templeton  Distributors,  Inc. 


FOB8/97 
P339 


CALL   1  -888-FR AN  KLI  N   EXT.  P339 


YES!  I  would  like  a  free  prospectus  containing  more  complete  information  on  die  Mutual  Series  Funds, 
including  sales  charges,  expenses  and  risks.  I  will  read  it  carefully  before  I  invest  or  send  money. 

□  Mutual  Beacon        □  Mutual  Qualified     □  Mutual  Shares     □  Mutual  Discovery 

□  I  am  currently  a  Franklin  Templeton  shareholder. 

□  I  am  currently  a  Mutual  Series  shareholder. 

  F  R  A  Nj  K<  I IJ  Nj 

Address     — 

- — - — —  —  Mutual  Series  Funds 

City /State /Zip    

71     '■       ™  7  77  Mariners  Island  Boulevard 

Daytime  Phone   San  MateQ  CA  944Q4. ,  s85 

A  Member  of  the  Franklin  Templeton  Group,  Serving  Investors  for  Over  50  Years 
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FUND  SURVEY 

Municipal 
bond  funds 


As  with  other  Best  Buy  rankings  we  create 
a  composite  score  here  that  incorporates 
risk-adjusted  return  and  cost  of  ownership. 
In  this  ranking,  costs  count  three  times  as 
heavily  as  past  performance.  Why?  Because  performance  risk  you  can  stomach,  and  whether  you  would  benefit 
is  so  much  a  function  of  where  a  fund  sits  on  the  yield  from  a  double-tax-free  fund,  and  then  go  for  one  of  the 
curve  and  where  interest  rates  go;  it  is  not  greatly  influ-  cheaper  funds.  The  economical  funds  below  offer  a  range 
enced  by  portfolio  skill.  So,  decide  how  much  maturity    of  maturity  objectives. 


Market 
Performance 

Fund 

5-year 
annualized 
total 
return 

SEC 
yield 

Assets 
6/30/97 
($mil) 

Weighted 
average 
maturity 
(years) 

Maximum 
sales 
charge 

Annual 
expenses 
per 
$100 

Minimum 

initial 
investment 

Risk 
level 

Short-term 

F 

A+ 

Vanguard  Muni  Bond-Limited  Term 

4.9% 

4.5% 

$1,860 

"3.6 

none 

$0.19 

$3,000 

average 

F 

A+ 

USAA  Tax-Exempt  Fund-Short-Term 

4.8 

4.5 

825 

2.9 

none 

0.41 

3,000 

average 

F 

A+ 

Vanguard  Muni  Bond-Short-Term 

3.9 

4.1 

1,446 

1.3 

none 

0.19 

3,000 

low 

F 

A+ 

Spartan  Short-Intermediate  Muni  Income 

4.9 

4.2 

709 

3.4 

none 

0.55 

10,000 

high 

Marshall  Short-Term  Income  Fund 

6.2 

142 

2.1 

none 

0.51 

1,000 

low 

F 

A+ 

T  Rowe  Price  Tax-Free  Short-Intermediate 

4.8 

4.1 

437 

3.6 

none 

0.56 

2,500 

average 

D 

A 

AIM  Tax-Free  Intermediate  Shares 

5.7 

4.3 

186 

4.6 

1.00% 

0.56 

500 

very  high 

F 

A+ 

Strong  Short-Term  Municipal  Bond 

4.3 

4.9 

148 

2.7 

none 

0.66 

2,500 

high 

Medium-term 

d 

A 

Vanguard  Muni  Bond-Intermediate 

6.8 

4.8 

6,482 

7.5 

none 

0.20 

3,000 

high 

D 

B 

USAA  Tax-Exempt  Fund-Intermediate 

6.8 

5.2 

1,785 

9.4 

none 

0.37 

3,000 

high 

D 

B 

Fidelity  Limited  Term  Muni  Income 

6.6 

4.7 

880 

7.7 

none 

0.56 

2,500 

very  high 

D 

A 

Bernstein  Diversified  Municipal 

5.7 

4.4 

1,030 

9.6 

none 

0.66 

25,000 

average 

0 

A 

JPM  Pierpont  Tax-Exempt  Bond 

5.9 

4.5 

367 

9.0 

none 

0.66 

100,000 

average 

D 

A 

Scudder  Medium  Term  Tax-Free 

6.5 

0.0 

629 

6.8 

none 

0.72 

2,500 

average 

D 

B 

SteinRoe  Intermediate  Municipals 

6.2 

4.4 

196 

8.5 

none 

0.70 

2,500 

average 

D 

B 

Dreyfus  Intermediate  Municipal  Bond 

6.2 

4.8 

1,372 

9.3 

none 

0.74 

2,500 

high 

Long-term 

A+ 

0 

Vanguard  Muni  Bond-High  Yield 

7.4 

5.4 

2,138 

12.8 

none 

0.20 

3,000 

high 

A+ 

D 

Vanguard  Muni  Bond-Long-Term 

7.4 

5.2 

1,199 

13.5 

none 

0.20 

3,000 

high 

A+ 

F 

Vanguard  Muni  Bond-Insured  Long-Term 

7.2 

5.2 

1,998 

13.1 

none 

0.20 

3,000 

high 

A 

D 

T  Rowe  Price  Tax-Free  Income  Fund 

7.0 

5.0 

1,336 

17.0 

none 

0.57 

2,500 

average 

B 

C 

USAA  Tax-Exempt  Fund-Long-Term 

6.7 

5.5 

1,887 

22.7 

none 

0.38 

3,000 

average 

C 

A 

T  Rowe  Price  Tax-Free  High  Yield  Fund 

7.4 

5.3 

1,086 

19.1 

none 

0.74 

2,500 

low 

A 

D 

Scudder  Managed  Municipal  Bonds 

7.0 

0.0 

713 

10.3 

none 

0.63 

2,500 

average 

D 

B 

Columbia  Municipal  Bond  Fund 

6.0 

4.7 

390 

12.0 

none 

0.57 

1,000 

very  low 

One-state 

A+ 

D 

Vanguard  California  Tax-Free-Insured  L-T 

7.4 

5.2 

1,124 

13.7 

none 

0.19 

3,000 

very  high 

Vanguard  Calif  Tax-Free-Insured  Intermed 

 * 

4.7 

487 

7.2 

none 

0.19 

3,000 

very  low 

B 

C 

Spartan  Massachusetts  Municipal  Income 

6.9 

5.1 

1,120 

15.1 

none 

0.56 

10,000 

average 

A 

D 

Vanguard  NJ  Tax  Free-Insured  L-T 

7.0 

5.1 

889 

11.3 

none 

0.20 

3,000 

high 

A 

D 

Vanguard  New  York  Insured  Tax-Free 

7.0 

5.1 

1,031 

11.6 

none 

0.20 

3,000 

high 

A 

D 

Vanguard  Ohio  Tax-Free-Insured  L-T 

7.0 

5.0 

229 

10.0 

none 

0.20 

3,000 

high 

B 

C 

Vanguard  Penn  Tax-Free-Insured  L-T 

7.1 

5.1 

1,693 

10.6 

none 

0.19 

3,000 

average 

B 

C 

USAA  Tax-Exempt  Fund-Virginia  Bond 

6.9 

5.5 

304 

21.0 

none 

0.45 

3,000 

average 

Five-year  return  6/30/92  through  6/30/97.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period. 
Sources:  Forbes;  Upper  Analytical  Services:  Mornmgstar.  Inc. 

130 


Forbes  ■  August  25,  1997 


This  automobile  doesn't  start  pat  $36,400'.  It's  $36,400  loaded.  So 


when  you  hop  into  the  cockpit  and  Peel  the  leather  and 


the  walnut  and  the  dual-overhead-cam  V8  and 


anything  else  you  want  to  Feel,  you  won't  be  surprised.  At 


the  price,  at  least.  y^KCJi^Of^^K 


Oldsmobile 

800-718-7778  www.oldsmobile.com 


H 

H 

BEST  BUYS 

FUND  SURVEY 

International 
stock  funds 


One  way  to  reduce  your  risk  in  today's  expensive  market: 
Put  a  little  money  overseas.  Foreign  bourses  don't  move 
in  lockstep  with  the  U.S.  market;  many,  to  boot,  have 
lower  price/earnings  ratios  than  ours.  The  International 
Best  Buys  give  you  three  ways  to  go  abroad.  The  first, 
global  funds,  combine  stocks  in  the  U.S.  with  those 
abroad.  The  second,  foreign  funds,  keep  almost  all  their 


assets  abroad.  The  third,  localized  funds,  are  a  good  way 
to  invest  in  an  area  of  the  world  like  the  Pacific  Rim  or 
Europe  that  you  think  is  particularly  undervalued.  The 
funds  are  ranked,  in  descending  order,  on  a  score  that 
equally  weights  risk-adjusted  five-year  performance  and 
ownership  costs  (annual  expenses  plus  one-fifth  of  any 
upfront  sales  load). 


Market 
Performance 


Fund/distributor 


Maximum  cumulative 

 loss  

%  period 


Lead 
manager 
(years) 


5-year 
annualized 
total 
return 


Hypothetical  Assets 
investment  6/30/97 
resultst  ($mil) 


Global 


Janus  Worldwide  Fund/Janus 

 * 

 * 

Helen  Young  Hayes  (6) 

21.1% 

 * 

$9,221 

c 

B 

USAA  Investment-Cornerstone  Strategy/USAA 

-22.4% 

8/87  to  10/87 

Multiple  managers  (4) 

14.3 

$19,623 

1,312 

Fremont  Global  Fund/Fremont 

 * 

 * 

Multiple  managers  (9) 

12.5 

677 

A 

C 

Scudder  Global  Fund/Scudder 

-29.5 

9/87  toll/87 

Multiple  managers  (6) 

15.3 

26,214 

1,618 

C 

A 

SoGen  International  Fund/SoGen 

-19.4 

9/87  to  10/87 

Jean-Marie  Eveillard  (18) 

13.7 

20,732 

4,219 

B 

B 

New  Perspective  Fund/American  Funds 

-23.7 

9/87  toll/87 

Multiple  managers  (8) 

16.3 

23,092 

15,771 

Fidelity  Worldwide  Fund/Fidelity 

 * 

Penelope  Dobkin  (7) 

15.2 

 * 

1,184 

■  A 

■  A 

Founders  Worldwide  Growth  Fund/Founders 

 * 

Michael  Gerding  (7) 

14.9 

 * 

347 

Merrill  Lynch  Global  Utility  Fund-D/Merrill 

 * 

Walter  Rogers  (7) 

12.9 

 * 

371 

Scudder  Global  Discovery  Fund/Scudder 

 * 

 * 

Multiple  managers  (4) 

13.6 

 * 

366 

C 

A+ 

Dreyfus  Global  Growth/Dreyfus 

-12.8 

1/94  to  1/95 

Ronald  Chapman  (1) 

9.0 

26,750 

98 

D 

B 

Vanguard  Special-Gold  &  Prec  Metals/Vanguard 

-42.9 

9/87  toll/92 

Graham  French  (1) 

4.2 

8,042 

420 

Foreign 

A 

C 

Vanguard  International  Growth  Portfolio/Vanguard 

-21.8 

7/90  to  9/90 

Richard  Foulkes  (16) 

15.7 

20,816 

7,145 

■  B 

■  C 

USAA  Investment-International  Fund/USAA 

 * 

 * 

Multiple  managers  (3) 

15.4 

 * 

645 

B 

B 

T  Rowe  Price  International  Stock  Fund/Price 

-24.5 

8/87  toll/87 

Martin  Wade  (17) 

13.6 

18,702 

10,833 

B 

B 

Scudder  International  Fund/Scudder 

-28.2 

9/87  toll/87 

Multiple  managers  (6) 

13.3 

18,584 

2,908 

C 

C 

Vanguard  International  Value/Vanguard 

-21.2 

7/90  to  9/90 

Multiple  managers  (1) 

11.4 

14,704 

986 

Bernstein  International  Value/Bernstein 

* 

Andrew  Adelson  (5) 

13.6 

 * 

4,513 

Hotchkis  &  Wiley-International  Fund/Hotchkis 

 * 

 * 

Multiple  managers  (4) 

15.0 

 * 

889 

■  A 

■  C 

Warburg  Pincus  Intl  Equity-Common/Warburg 

Multiple  managers  (4) 

15.1 

 * 

2,906 

Preferred  International  Fund/Caterpillar 

 * 

Peter  Spano  (5) 

12.6 

 * 

267 

B 

C 

Schroder  Capital-International-Investor/Schroder 

-22.8 

8/87  toll/87 

Multiple  managers  (4) 

14.0 

17,929 

206 

■  C 

■  B 

Wright  international  Blue  Chip  Equities/Wright 

* 

 * 

Multiple  managers  (5) 

10.8 

 * 

300 

■  C 

■  B 

Babson-Stewart  Ivory  Intl  Fund/Jones  &  Babson 

 * 

 * 

John  Wright  (9)  . 

10.9 

 * 

111 

European 

Vanguard  Intl  Equity  Index-European/Vanguard 

 * 

 * 

George  Sauter  (7) 

15.1 

 * 

2,082 

T  Rowe  Price  European  Stock/Price 

 * 

 * 

Martin  Wade  (7) 

14.9 

973 

59  Wall  Strset-European/59  Wall 

 * 

 * 

Multiple  managers  (6) 

13.4 

 * 

162 

B 

B 

Invests  international-European/lnvesco 

-25.9 

9/87  toll/87 

Steven  Chamberlin  (7) 

12.7 

20,645 

393 

Pai 

D 

■  A 

Vangu.        :quity  Index-Pacific/Vanguard 

 * 

 * 

George  Sauter  (7) 

10.6 

 * 

1,120 

c 

■  C 

TRowe;        \v  Asia/Price 

 * 

 * 

Martin  Wade  (7) 

10.4 

1,937 

D 

C 

Invesco  In        r.a!— Pacific  Basin/lnvesco 

-33.4 

8/87  to  10/87 

Multiple  managers  (3) 

9.5 

11,131 

159 

■  D 

■  B 

59  Wall  Sir      "s  cific  Basin/59  Wall 

Multiple  managers  (6) 

9.8 

158 

D 

D 

Japan  Fund, 

-34.3 

7/90  to  7/92 

Multiple  managers  (9) 

5.0 

8,938 

518 

■  Global  funds  i  vo  periods  only;  Foreign,  European  and  Pacific  funds  rated  for  three  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or  did  not  meet  a: 

for  full  period,  tv.  v,/97  of  $10,000  investment  at  start  of  rating  period,  IDistributor  may  impose  purchase  fee,  with  proceeds  reverting  to  other  shareholders.  §Distribut« 
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1 

Weighted 

Median 

Maximum 

Annual 

Country  of 

Portfolio 

Risk 

Fund 

average 

market  cap 

sales 

expenses 

largest 

turnover 

level 

P/E 

($bil) 

charge 

per 

holding 

$100 

3L1 

$3.9 

none 

$0.95 

Switzerland 

59% 

average 

Janus  Worldwide  Fund 

25.4 

1.7 

none 

1.07 

United  States 

36 

very  low 

USAA  Investment-Cornerstone  Strategy 

15.0 

25.4 

none 

0.85 

United  States 

44 

very  low 

Fremont  Global  Fund 

25.9 

10.4 

none 

1.34 

Switzerland 

38 

low 

Scudder  Global  Fund 

24.1 

1.2 

3.75  % 

1.21 

Germany 

13 

very  low 

SoGen  International  Fund 

26.8 

13.5 

5.75 

0.82 

United  States 

18 

low 

New  Perspective  Fund 

21.2 

2.0 

none 

1.19a 

Japan 

94 

low 

Fidelity  Worldwide  Fund 

30.9 

4.5 

none 

1.55 

Brazil 

72 

average 

Founders  Worldwide  Growth  Fund 

19.3 

7.5 

4.00 

1.07 

Spain 

5 

low 

tin.         i  l  /** i  -  i  i  i  i 1  1  i    f"  i  r\ 

Merrill  Lynch  Global  Utility  Fund-D 

30.7 

1.1 

none 

1.66 

Ireland 

45 

average 

Scudder  Global  Discovery  Fund 

31.9 

5.7 

none 

1.39 

United  Kingdom 

163 

average 

Dreyfus  Global  Growth 

35.3 

1.9 

none  § 

0.50 

Canada 

19 

high 

Vanguard  Special-Gold  &  Prec  Metals 

28.3 

13.0 

none 

0.50 

Netherlands 

21 

average 

Vanguard  International  Growth  Portfolio 

27.8 

3.0 

none 

0.97 

Switzerland 

46 

average 

USAA  Investment-International  Fund 

27.8 

9.6 

none 

0.85 

Netherlands 

14 

average 

T  Rowe  Price  International  Stock  Fund 

25.9 

10.7 

none 

1.15 

Brazil 

36 

low 

Scudder  International  Fund 

29.2 

5.6 

none 

0.50 

France 

82 

average 

Vanguard  International  Value 

23.5 

2.6 

none 

1.29 

Japan 

22 

average 

Bernstein  International  Value 

13.3 

5.1 

none 

0.97  a 

United  Kingdom 

12 

average 

Hotchkis  &  Wiley-International  Fund 

26.3 

4.2 

none 

1.40 

Japan 

32 

high 

Warburg  Pincus  Intl  Equity-Common 

21.8 

5.0 

none 

1.23 

France 

20 

average 

Preferred  International  Fund 

17.6 

6.2 

none 

0.99  a 

Switzerland 

56 

average 

Schroder  Capital— International-Investor 

22.8 

3.0 

none 

1.35 

Germany 

29 

low 

Wright  International  Blue  Chip  Equities 

26.9 

3.7 

none 

1.26 

France 

33 

low 

Babson-Stewart  Ivory  International  Fund 

23F 

16.6 

1.00  t 

0.35 

Netherlands 

4 

average 

Vanguard  Intl  Equity  Index-European 

26.0 

9.5 

none 

1.06 

Netherlands 

17 

average 

T  Rowe  Price  European  Stock 

21.3 

6.3 

none 

1.23 

Germany 

42 

average 

59  Wall  Street-European 

29.9 

4.1 

none 

1.36 

Germany 

91 

high 

Invesco  International-European 

35.9 

10.4 

0.50  "t 

0.35 

Japan 

9 

high 

Vanguard  Intl  Equity  Index-Pacific 

18.0 

2.1 

none 

1.08 

Hong  Kong/China 

45 

high 

T  Rowe  Price  New  Asia 

29.0 

7.5 

none 

1.60 

United  Kingdom 

70 

low 

Invesco  International-Pacific  Basin 

29.9 

5.4 

none 

1.30 

South  Korea 

58 

average 

59  Wall  Street-Pacific  Basin 

38.1 

4.6 

none 

1.16 

Japan 

73 

very  high 

Japan  Fund 

redemption  fee  whose  proceeds  revert  to  the  fund,  a:  Net  of  absorption  of  expenses  by  fund  sponsor. 
Sources.  Forbes;  Upper  Analytical  Services;  Morningstar,  Inc. 
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Peter  Lynch  lived  and  breathed  stocks. 

Robert  Pozen  focuses  on  people  and- organization. 

Lynch  was  the  old  Fidelity— Pozen  is  the  new. 

Don't  give  up 
on  Fidelity 


By  Thomas  Eastern 

There  are  any  number  of  ways  that 
fund  operators  attract  customers,  but 
Fidelity  always  had  just  one  big  sell- 
ing proposition:  performance.  It 
made  you  a  ton  of  money.  And  now, 
if  you  believe  the  alarming  headlines, 
Fidelity  has  lost  its  touch.  About  all 
one  hears  about  Fidelity  these  days 
are  reports  of  defections  by  portfolio 
stars  and  market-lagging  results. 

What  a  comedown.  In  Lippcr  Ana- 
lytical's  ranking  of  the  top  15  gener- 
al equity  funds  for  1984-93,  a  third 
of  the  horses  were  from  the  Fidelity 
stable:  Magellan,  Contrafund,  Des- 
tiny I,  Advisor  Equity  Growth  and 
Advisor  Strategic  Opportunities. 

In  the  comparable  scorings  for  the 
first  half  of  1997,  only  two  Fidelity 
names  were  hanging  on,  Contrafund 
and  Advisor  Equity  Growth. 

The  American  media  have  the 
democratic  but  unkind  habit  of 
whooping  triumphantly  when  a 
champion  falls  on  his  face.  Fidelity 
has  had  nothing  but  bad  press  for 
many  months  now.  Each  slip  of  the 
mutual  fund  champ  was  meticulous- 
ly chronicled,  as  if  Fidelity  were  a 
sports  team  in  a  slump  and  every- 
thing that  had  been  good — its  risk- 
taking,  its  originality,  its  courage — 
was  all  suddenly  bad. 

But  before  you  exit  Fidelity  in 
search  of  some  hotter  fund  family, 
consider  the  context:  In  this  late, 
unexpectedly  powerful  phase  of  the 
bull  market,  not  just  Fidelity,  but 
almost  the  entire  fund  industry  is  get- 
ting blown  away  by  the  S&P  500. 
The  solitary  exception  among  the  big 


fund  families  is  Vanguard,  and  that's 
because  of  its  reliance  on  index  funds. 
Unless  you  are  prepared  to  abandon 
funds  altogether,  don't  be  too  quick 
to  conclude  that  Fidelity  has  turned 
from  a  winner  into  a  loser. 

Yes,  Fidelity  is  changing.  It  is 
becoming  less  a  collection  of  hedge 
funds  that  live  and  die  by  perfor- 
mance and  more  of  what  a  company 
with  a  half-trillion  dollars  in  assets 
should  be.  It  is  becoming  a  more 
stable,  orderly  place.  It  is,  in  short, 
growing  up. 

With  its  smart  marketing  and  long- 
standing reputation  for  performance, 
Fidelity  has  gathered  $550  billion  in 
assets,  double  Citicorp's  total.  No 
one  else  in  the  fund  business  comes 
even  close.  Mighty  Merrill  Lynch  has 
$268  billion  (including  funds  not 
covered  by  Forbes).  Vanguard, 
though  rising  fast,  has  $304  billion. 

You  can  fault  Fidelity's  chief  exec- 
utive, Edward  Johnson  III,  for  wait- 
ing too  long  to  recognize  that  his 
company  was  a  diversified  financial 
institution  and  not  just  a  collection 
of  independent  portfolios  with  star 
managers.  But  in  April,  Johnson 
reached  inside  the  organization  and 
picked  as  his  new  head  of  the  core 
fund  group  a  rumpled,  51 -year-old 
lawyer  who  had  never  run  a  portfo- 
lio in  his  life:  Robert  Pozen.  "Every- 
one was  surprised,  including  me," 
says  Abigail  Johnson,  Ned's  daugh- 
ter, the  single  largest  shareholder  in 
the  enterprise,  which  is  probably 
worth  $10  billion,  and  now  a  Pozen 
lieutenant. 


Pozen's  appointment  symbolizes  a 
big  change  in  management  style. 
Unlike  the  thin,  agitated,  trading- 
obsessed  Fidelity  icon  Peter  Lynch, 
Pozen  carries  the  distracted  air  of  a 
professor.  His  attire  consists  of  two 
pairs  of  scuffed,  rubber-soled  wing 
tips  and  a  collection  of  unpressed 
suits  purchased  from  a  Hong  Kong 
tailor.  He  drives  an  old  Buick.  A 
favorite  lunch  is  a  bowl  of  soup. 

"Food,  clothes,  cars — I  don't  care 
about  things  like  that,"  he  says  as  he 
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rushes  through  the  mazelike  streets 
of  downtown  Boston  on  a  recent 
evening,  pausing  at  a  street  vendor  to 
make  perhaps  the  only  retail  purchase 
he  routinely  concerns  himself  with: 
flowers  every  Friday  for  his  wife. 

Pozen  isn't  a  Brahmin  like  Ned 
Johnson  nor  was  he  even  the  kind  of 
kid  who  spent  a  childhood  reallocat- 
ing money  from  paper  routes  to  the 
market,  a  standard  fund  manager 
profile.  He  grew  up  in  a  lower-class 
section  of  Bridgeport,  Conn.  His 


father  was  a  traveling  salesman  of 
men's  underwear;  his  mother,  a  min- 
imum-wage bookkeeper.  He  got 
through  Harvard  College  and  Yale 
Law  School  on  scholarships,  then 
worked  as  a  lawyer  at  die  Securities  & 
Exchange  Commission  and  in  private 
practice,  all  the  while  publishing  law 
review  articles  on  obscure  subjects 
like  the  effect  of  English  law  on  cor- 
porate nationalization  in  Ghana. 

Pozen  arrived  at  Fidelity  in  1987 
only  by  chance.  One  of  his  brothers, 


a  Boston  doctor,  had  died  at  36  of  a 
heart  attack,  leaving  two  children, 
Pozen,  wanting  to  live  nearby,  took  a 
job  in  Fidelity's  legal  department.  He 
can  recall  owning  only  one  stock  in 
his  life — IBM,  years  ago. 

What's  a  guy  like  this  doing  run- 
ning a  stock-picking  outfit?  In  fact, 
Fidelity  is  a  lot  more  than  a  stock- 
picking  outfit.  Although  not  an 
investor,  Pozen  does  understand,  and 
understands  deeply,  the  shape  of  the 
financial  services  industry.  As  early  as 


Forbes  ■  August  25,  1997 


135 


□ 


FUND  SURUEY 


Peter  Lynch 

He  would  preside  over  investment 
roundtables,  his  hand  on  an  egg  timer. 
You  had  three  minutes  to  pitch  a  stock. 
A  meritocracy  of  ideas  took  hold. 


1976,  when  Wall  Street  had  scarcely 
heard  of  the  concept,  he  had  written 
about  the  theory  of  index  funds. 
There  was  a  common  thread  with  his 
early  writings  about  corporate  pater- 
nalism and  economic  development  in 
Ghana:  how  structures  produce 
results. 

Pozen  is  Ned  Johnson's  structure - 
builder.  That's  what  Fidelity  needs 
now:  a  system  for  gathering  and 
holding  onto  customer  assets,  inde- 
pendent of  any  one  or  two  hot-shot 
stock  pickers. 

Look  at  how  fund  distribution  is 
changing.  The  Fidelity  of  yore  was  a 
closed  system.  If  you  wanted  to  do 
business  with  Fidelity,  you  bought  a 
Fidelity  fund.  But  now,  responding  to 
Charles  Schwab's  immensely  success- 
ful OneSource  program,  Fidelity 
retails  3,049  funds  managed  by  other 
investment  companies. 

The  old  Fidelity  found  index  funds 
distasteful,  a  sort  of  guaranteed  medi- 
ocrity. Now  Fidelity  has  $10  billion 
of  them.  You  don't  sell  funds  like 
these  on  performance.  You  sell  them 
with  service  and  clever  marketing. 

Though  a  lawyer,  Pozen  knows  a 
thing  or  two  about  selling.  After  run- 
ning Fidelity's  150-person  legal 
department,  he  helped  open  and  then 
manage  its  Canadian  operations, 
broke  into  Japan's  insular  financial 
market  and  played  a  pivotal  role  in 
designing  Fidelity's  most  unusual 


offering,  its  charitable  gift  funds, 
which  broke,  new  legal  ground.  "He 
never  failed,"  says  Johnson. 

Even  when  running  the  law  depart- 
ment, Pozen  didn't  think  only  like  a 
lawyer.  "The  easiest  thing  for 
a  lawyer  to  say  is  no,"  says  Richard 
Spillane,  now  head  of  Fidelity's 
growth  and  income  funds.  "[Pozen]'s 
department  never  said  no." 

It  has  been  four  months  since 
Pozen  has  been  in  the  top  operating 
job.  The  fund  operations  have,  in 
fact,  seemed  to  stabilize.  Fidelity  is 
back  to  clocking  most  of  the  compe- 
tition, if  not  the  market,  at  some  of 
its  biggest  funds,  Magellan,  Blue 
Chip  Growth,  Growth  &  Income 
and  Puritan.  But  Pozen  acknowl- 
edges that  the  index-beating  game  is 
almost  impossible  to  win  these  days. 
"It  hasn't  been  a  market  of  the  s&P 
500  recently,  or  of  the  s&p  100,"  he 
says.  "It  has  been  a  market  of  the  s&P 
3,  or  the  s&P  5,"  meaning  Coca-Cola 


Trading  places 


Fund 

Average  annual 
portfolio  manager 
turnover* 
1994-96 

Kemper 

29% 

Van  Kampen  American  Capital 

21 

AIM 

16 

Putnam 

15 

Fidelity 

14 

Mass  Mutual/Oppenheimer 

14 

Dreyfus 

12 

American  Express/IDS 

11 

Scudder 

10 

Dean  Witter 

9 

Smith  Barney 

8 

American  Century  8 

MFS 

6 

Merrill  Lynch 

4 

Franklin  Templeton 

4 

Vanguard 

4 

American  Funds 

2 

T  Rowe  Price 

2 

*At  general  equity  funds.  Percent  of  manager  job  shifts  at 
general  equity  funds. 

Source.-  Morningstar,  Inc. 


It's  not  just  the  stocks 
that  are  going  in 
and  out  of  portfolios. 


Brian  Posner 


His  Equity-Income  II  generated  the 
stable  returns  shareholders  liked 
and  embarrassment-wary  financial 
advisers  loved.  He  split  last  year. 


and  Microsoft.  "We  need  more 
breadth  for  our  strengths  to  make  a 
difference." 

Of  greater  importance  is  what 
hasn't  happened  under  Pozen's  stew- 
ardship. Employment  turnover  has 
stopped.  One  person  who  left  earlier 
in  the  year,  Bart  A.  Grenier,  formerly 
assistant  head  of  the  equity  division, 
is  returning  as  head  of  the  junk  bond 
group.  "Some  change  is  good,  some 
is  inevitable;  but  you  never  want 
people  who  are  talented  leaving  in 
their  prime,"  Pozen  says. 

Quietly  structures  are  being 
altered  to  clarify  goals.  Shifting  about 
of  fund  managers,  done  in  the  past 
almost  at  a  whim,  will  be  less  fre- 
quent. When  there  is  a  transition, 
turnover  temporarily  rises  by  about 
16%,  which  runs  up  transaction  costs 
and  taxes.  Too  frequent  switches 
create  bad  publicity  and  frighten 
shareholders. 

In  the  old,  proud  days  of  the  Peter 
Lynch  roundtable,  contracting  out  a 
fund's  management  would  be 
unthinkable.  Pozen  just  did  that  with 
the  index  funds,  hiring  Bankers  Trust. 

Pozen  is  talking  about  shutting 
Fidelity's  largest  funds  to  new 
investors.  Size  can  be  handled,  but 
big  changes  in  cash  flows  can't,  he 
says.  It's  another  structural  issue. 

"People  come  up  to  me  and  ask 
how  I  can  run  this  operation  without 
picking  stocks,"  Pozen  says.  "I  tell 
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Their  grandparents  used  letters  to  share  a  funny  story. 
Their  parents  used  a  wire  to  confess  an  intimate  thought. 
They  use  a  cell  phone  to  reveal  a  piece  of  gossip. 
What  will  their  kids  use  to  make  each  other  smile? 


Transistor  Radio    Handycam  -  Digital  Cell  Phone    WebTV™  What's  next? 


FUND  SURVEY 


David  Breazzano 

He  played  hardball  while  running  the 
Capital  &  Income  junk  bond  fund,  to 
shareholders'  considerable  benefit. 
Left  in  early  1996. 


them  I'm  a  very  knowledgeable 
coach.  You  shouldn't  worry  that  I'm 
not  a  star." 

If  you  like  the  new  Fidelity,  it  isn't 
going  to  be  for  the  famous  portfolio 
manager.  It's  going  to  be  because 
Fidelity  offers  251  of  its  own  funds, 
as  narrow  or  as  diversified  as  you 
need,  employs  3,600  people  to 
handle  your  phone  calls  and  does 
401(k)  management  for  more  corpo- 
rations than  any  other  fund  company 
in  the  world. 


Sure,  Fidelity  will  try  to  keep  up 
with,  and,  if  possible,  beat,  the  rel- 
evant indexes.  Its  own  fees  are  on 
the  line.  Unlike  95%  of  all  other 
funds,  Fidelity  charges  manage- 
ment fees  based  on  performance 
and  with  its  recent  travails  versus 
the  major  benchmark,  those  fees 
have  fallen.  Magellan  now  charges 
a  total  of  64  cents  per  $100  under 
management,  half  the  average  for 
stock  funds  tracked  by  Forbes. 

The  future,  though,  may  belong 
not  to  hedge  funds  but  to  well-run 
asset  gatherers.  Institutions  like  that 
rise  or  fall  on  organization  and 
morale.  Says  Ned  Johnson  of  Pozen, 
"He  wasn't  chosen  to  manage  port- 
folios, he  was  chosen  to  manage 
people." 

So  far  as  Fidelity's  recent  invest- 
ment record  goes,  it's  a  lot  fairer  to 
compare  it  with  other  mutual  funds 
than  with  the  market. 

John  Dodd,  an  investment  advis- 
er in  Dallas,  pulled  his  client's 
money  out  of  Fidelity  after  the 
departure  in  December  of  Brian 
Posner.  A  portfolio  manager  in  his 
mid-30s,  Posner  had  produced 
excellent  returns  for  Fidelity's 
Equity-Income  II  Fund.  Posner 
moved  to  Warburg  Pincus,  where  he 
would  manage  $442  million,  as 
against  the  $15  billion  he  ran  at 
Fidelity. 


Truth 

in  packaging 


The  classic  Fidelity 
fund  was  a  voracious  beast, 
out  of  the  cage  and  pant- 
ing for  a  kill.  Performance 
was  all  that  mattered.  But 
when  a  supposedly  conser- 
vative offering  like  Asset 
Manager  or  Blue  Chip 
Growth  choked  on  Mexi- 
can debt,  or  when  Magel- 
lan's performance  stalled 
under  a  pile  of  bonds,  cus- 
tomers howled  that  they 


weren't  getting  what  they 
had  bargained  for. 

Fidelity's  sensible  con- 
clusion was  not  that  it 
should  abandon  its 
aggressive  style,  but  that  it 
should  adhere  to  truth  in 
packaging.  It  divided  its 
funds  into  two  distinct 
groups.  On  one  side  are 
funds  that  will  remain 
wide  open  in  their  pursuit 
of  returns.  You  could 
wind  up  with  commodity- 
linked  derivatives,  peso 
bonds  or  Zimbabwe 
growth  stocks.  Prominent 
among  this  group  are 
Contra,  Stock  Selector, 
Export,  Trend,  New  Mil- 
lennium and,  yes,  Magel- 


Fidelity  Good  Buys 

Fidelity  Equity-Income 
Fidelity  Fund 

Fidelity  Growth  &  Income  Fund 
Spartan  Market  Index 
Fidelity  Puritan* 
Fidelity  Worldwide* 
Spartan  High  Income* 
Fidelity  Capital  &  Income* 
Fidelity  Municipal  Income* 
Spartan  Ginnie  Mae 
*Forbes  Best  Buys. 


Ian.  No,  they  aren't  going 
to  put  100%  of  assets  on 
one  bet — or  even  on  one 
continent — but  they  do 


Jeffrey  Vinik 

He  ran  Magellan  from  1992  to  1996.  In 
1995  he  was  up  a  handsome  37%.  Then 
he  made  a  big  bet  against  stocks  and 
in  favor  of  bonds.  A  bad  bet. 


"I  believe  in  brains,  not  brands," 
Dodd  said  as  he  sent  his  money  to 
Posner's  new  fund  at  Warburg. 

Since  Posner  took  it  over,  Warburg 
Pincus  Growth  &  Income  has  lagged 
the  s&P  500  by  five  points.  And 
guess  what?  Posner's  old  Fidelity 
fund,  now  run  by  Bettina  Doulton, 
has  produced  exacdy  the  same  result. 
Dodd  gained  absolutely  nothing  by 
the  switch. 

As  we  said:  Don't  sell  Fidelity 
short.  Hi 


differ  conspicuously  from 
the  s&P  500  index  that 
people  use  as  a  bench- 
mark. The  s&P  has  a  4% 
exposure  to  foreign 
stocks.  Contra's  is  16% 
and  Trend's  is  22%. 

On  the  other  side  of  the 
line  are  funds  that  will  do 
what  their  names  imply. 
The  group  includes  Blue 
Chip  Growth,  Equity- 
Income,  Equity-Income 
II,  Fidelity  Growth  & 
Income  and  any  other 
fund  with  a  meaningful 
name,  such  as  Large  Cap 
or  Mid-Cap.  Buy  any  of 
these  and  you  can  expect 
few  surprises.  Surprise. 
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What's 


More  ways  to  enjoy  it. 


What  could  beat  the  pure  audio  quality  of  a  CD? 


now. 


next 


is 


I  M 


Presenting  the  Sony  MiniDisc. 

Like  a  CD,  it  gives  you  clear,  digital  sound  and  instant  access  to  songs. 
But  in  this  case,  only  your  favorite  songs. 

Because  the  MiniDisc  lets  you  digitally  record  and  compile  just  the  CD  tracks 
you  like  from  your  collection  and  create  your  own  mix. 
When  you  change  your  mind  (attention:  teenagers),  you  can  change 
what's  on  your  disc. 

Plus,  there's  something  else  you  can  change:  your  location. 

Which  means  you  can  put  74  minutes  of  customized  music  in  your  shirt  pocket. 
And  go. 

The  digital  age  just  gets  better  and  better. 


Digital  Dream  Kids 


SONY 


FUND  SURVEY 


Funds  for  a  vertiginous  market:  These  managers  deliver  good  overall  results 
yet  preserve  capital  well  in  the  inevitable  down  markets. 


The  Honor  Roll 


By  Julie  Androshick 

The  Dow,  having  surprised  even  the  wildest  bulls  of  a  few 
years  ago,  now  leaves  ordinary  investors  very  edgy.  They 
aren't  prepared  to  sell  out  yet.  Who  wants  to  miss  a  once- 
in-a-lifetime  show  like  this  one?  But  neither  do  they  want 
to  see  their  gains  go  aglimmer.  In  short,  most  investors 
should  be  happy,  but  they  are  biting  their  nails. 

The  Forbes  Honor  Roll  of  steady  performers  offers  a 
compromise  for  fully  invested  worrywarts.  Funds  on  this 
page  have  kept  up  during  the  past  decade's  powerful  bull 
market,  yet  they  have  also  weathered  bear  markets  better 
than  the  average  fund. 

It  takes  three  things  to  get  on  the  Forbes  Honor  Roll: 
performance,  preservation  of  capital  and  continuity  of 
management.  Let  others  reward  flash;  we  like  solidity. 
That's  why  we  use  dual  ratings — one  for  bull  markets,  one 
for  bear  markets. 

Here's  how  we  measure  performance:  We  assume  a 
$10,000  investment  in  August  1987,  make  a  deduction 
for  the  sales  commission,  reinvest  what's  left  of  distribu- 
tions after  taxes  and  see  what  the  account  would  be  worth 
at  the  end  of  June  1997.  By  deducting  taxes  we  create 
more  realistic  results  than  those  you  see  featured  in 
mutual  fund  advertisements  and  prospectuses.  To  make 


the  list  this  year  a  fund  had  to  turn  your  $10,000  into 
$27,000  in  this  not  quite  ten-year  interval — after  taxes. 

The  preservation  of  capital  criterion  is  judged  by  a  fund's 
bear  market  grade.  To  be  considered,  a  fund  must  earn  at 
least  a  B  here.  That  means  the  fund  must  perform  in  the 
top  45%  of  its  peer  group  to  make  the  cut.  (For  more  on 
the  grading  formula,  see  "Rules  of  the  game,"  p.  162.) 

Let's  apply  these  dual  ratings.  Take  the  Oberweis 
Emerging  Growth  Fund  and  the  Hancock  Special  Equi- 
ties-A  Fund.  Both  get  grades  of  A+  in  up-market  perfor- 
mance and  have  done  extremely  well  in  recent  years.  But 
they  are  questionable  buys  at  this  stage  of  the  market 
because  they  score  poorly  in  bear  markets.  They  declined 
12.9%  and  12.5%,  respectively,  in  the  February  1997  cor- 
rection. Think  how  badly  they  might  be  hit  in  a  real  bear 
market.  Thus  these  two  don't  make  our  Honor  Roll 
despite  their  excellent  returns. 

The  third  criterion  for  the  Honor  Roll  is  management 
continuity.  The  stock  pickers  must  have  been  in  the  saddle 
for  at  least  five  years  or,  in  the  case  of  team  managers,  for 
an  average  of  five  years.  (We  exempt  index  funds  from  the 
continuity  rule,  since  index  fund  managers  don't  do 
much.)  Fifteen  funds  were  excluded  from  our  list  for 


Market 
Performance 

Fund/distributor 

Maximum  cumulative  loss 

O/  norinrl 

Lead  manager  (years) 

Average 
annual 
Dtal  return' 

Up 

Down  1 

/O 

pci  IUU 

t 

A 

B 

Mairs  &  Power  Growth  Fund/Mairs  &  Power 

-30.6% 

8/87  to  11/87 

George  A  Mairs  III  (17) 

16.3% 

C 

A 

Janus  Fund/Janus  Capital 

-18.6 

8/87  to  11/87 

James  Craig  (11) 

15.5 

B 

B 

IDS  New  Dimensions-A/American  Express  Financial  Advisors 

-24.5 

8/87  to  11/87 

Gordon  Fines  (6) 

15.6 

B 

A 

Clipper  Fund/Clipper  Fund 

-23.2 

8/89  to  10/90 

Multiple  managers  (6)s 

15.4 

C 

A 

Gabelli  Asset  Fund/Gabelli  &  Co 

-19.8 

8/87  to  11/87 

Mario  Gabelli  (11) 

14.4 

B 

B 

....... 

Dreyfus  Appreciation  Fund/Dreyfus  Service 

-30.1 

9/87  to  11/87 

Fayez  Sarofim  (7) 

13.5 

 C 

Dodge  &  Cox  Stock  Fund/Dodge  &  Cox 

-25.8 

8/87  to  11/87 

•  Multiple  managers  (7)5 

13.7 

B 

......... 

B 

......... 

Sound  Shore  Fund/Forum  Financial  Services 

-24.6 

8/87  to  11/87 

Multiple  managers  (10)5 

14.6 

........ 

......... 

Nicholas  Fund/Nicboias  Co 

-22.0 

8/87  to  11/87 

Multiple  managers  (5)5 

13.7 

United  Income  Fund-A/Waddell  &  Reed 

-20.2 

5/90  to  10/90 

Russell  Thompson  (18) 

14.7 

B 

B 

....... 

Oppenheimer  Growth  Fund-A/Oppenheimer  Funds 

-23.7 

8/87  to  11/87 

Robert  Doll  Jr  (10) 

14.0 

B 

Crabbe  Huson  Special  Fund-Primary/Crabbe  Huson  Securities 

-24.9 

8/87  to  11/87 

Multiple  managers  (5)5 

13.8 

C 

B 

Dean  Witter  Dividend  Growth/Dean  Witter  Reynolds 

-23X 

8/87  to  11/87 

Paul  Vance  (16) 

13.1 

B 

B 

N&B  Focus  r-ind/Neuberger  &  Berman  Management 

-28.5 

8/87  to  11/87 

Multiple  managers  (6)5 

13.8 

c 

B 

Washington  Mutual  Investors/American  Funds  Group 

-25.3 

8/87  to  11/87 

Multiple  managers  (7)s 

13.7 

D 

A+ 

General  Securities/General  Securities 

-14.3 

8/87  to  11/87 

John  Robinson  (46) 

13.8 

'For  domestic  funds;  from  8/31/87  through  6/30/97  before  deducting  loads  and  taxes.  A/alue  on  6/30/97  of  $10,000  invested  8/31/87,  after  load  and  taxes. 
Assumptions:  Hypothetical  investor  has  $100,000  gross  income  in  constant  1987  dollars,  deductions  equal  to  20%  of  income— 15%  after  1987— and  four 
Sources:  Forbes;  Upper  Analytical  Services;  Mormngstar,  Inc. 
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insufficient  manager  tenure,  including  Scudder  Growth 
&  Income  and  Fidelity  Value.  These  may  still  be  excellent 
funds,  but  until  the  new  managers  have  been  battle- 
tested,  we  won't  put  them  on  our  Honor  Roll.  For  these 
are  times  when  fund  stars  go  through  the  revolving  door 
faster  than  Yankees  pitchers. 

By  contrast,  we  do  list  John  Robinson's  General  Securi- 
ties Fund.  He's  been  running  this  fund  for  46  years.  He's 
a  pretty  conservative  gent  and  has  lagged  the  gunslingers 
in  the  1990s,  but  his  fund  lost  only  14.3%  in  the  1987 
crash,  when  Oberweis  Emerging  Growth  lost  42.2%. 

As  always,  we  omit  sector  funds,  whose  success  is  more 
a  function  of  whether  the  sector  is  hot  than  of  stock-pick- 


ing skills,  and  we  omit  funds  that 
are  closed  to  new  investors.  That 
means  the  stellar  Sequoia  Fund, 
run  for  27  years  by  William  Ruane 
and  some  smart  disciples,  misses 
our  list  again,  even  though  we  are 
full  of  admiration  for  its  record. 
Sequoia  shut  its  door  to  new 
investors  in  1982,  and  since  new 
investors  can't  buy  it,  we  don't  list 
it.  When  Sequoia  shut  its  door, 
Ruane  said  it  was  because  he  was 
having  trouble  finding  bargains  to 
invest  in  and  because  he  didn't 
want  to  dilute  the  interest  of  exist- 
ing shareholders.  We'll  hazard  that 
if  Ruane  ever  does  open  Sequoia 
again,  it  will  be  in  a  much  lower 
market,  when  there  are  bargains 
galore.  You  may  then  be  looking 
at  the  buying  opportunity  of  a  lifetime. 

A  note  on  load  funds:  We  don't  disqualify  them  from 
the  Honor  Roll,  but  we  offer  them  with  a  caveat.  You 
should  avoid  paying  a  load  if  you  can.  Some  load  funds 
eliminate  or  greatly  reduce  the  sales  charge  for  large  pur- 
chases, for  purchases  through  a  401(k)  plan  or  for  trans- 
fers from  another  load  fund.  If  you  don't  qualify  for  one 
of  these  exceptions  you  should,  unless  you  are  pretty  sure 
of  staying  put  for  a  decade,  confine  your  attention  to  one 
of  the  11  no-loads  on  this  list.  If  we  are  going  to  have  a 
big  market  correction,  you  don't  want  to  make  matters 
worse  for  yourself  by  having  paid  a  big  load  on  a  fund 
that  is  about  to  lose  a  lot  of  its  value.  BR 


Hypothetical 
investment 
results2 


Assets 
6/30/97 
($mil) 


Weighted 
average 
P/E3 


Median 
market  cap 
($bil) 


Maximum 
sales 
charge 


Annual 
expenses 
per $100 


Portfolio 
turnover' 


Fund  (consecutive  years  on  Honor  Roll) 


$37,570  $279  20.0  $11.3  none  $0.89  3  Mairs  &  Power  Growth  Fund 

32,562 18,190  16.9  6.4 none 0.87 130 Janus  Fund 

31,894  9,277  28.0 33.3  5.00%  0.95  41  IDS  New  Dimensions-A 

31,890 702  16.7  13.4 none 1.07  24  Clipper  Fund 

31.617 1,166  19.4  15.9  none  1.34  15  Gabelli  Asset  Fund 

30,894  1,692  21.6  49.5  none  0.91  5  Dreyfus  Appreciation  Fund 

30,168 3,326  20.3  10.2  none  '  0.59  10  Dodge  &  Cox  Stock  Fund 

29,976  592  16.5  10.3  none 1.15 « 69  Sound  Shore  Fund 

29,793  4,602  25.1  8.4  none  0.72  15  Nicholas  Fund  (16) 

29,463  5.841  19.9  26.2  5.75 0.87  22  United  Income  Fund-A  (9) 

28,865  1,750  22.8  5.5  5.75  1.00  38  Oppenheimer  Growth  Fund-A 

28,368  405  17.0  0.5  none  1.50  6  33  Crabbe  Huson  Special  Fund 

28,307  14,672  20.0  27.7  5.00  1.22  4  Dean  Witter  Dividend  Growth 

27,647  1,444  20.7  6.9  '"none 0.86  39  N&B  Focus  Fund 

27,573  31,973  18.1  24.4  5.75  0.64  20  Washington  Mutual  Investors  (8) 

27,363  50  17.1  28.5  none  1.50  6  18  General  Securities 


exemptions.  Loads  applied  at  6/30/97  rate.  3Average  of  price/earnings  ratios  for  stocks  in  portfolio  based  on  most  recently  available  information,  weighted  by  size  of  holding.  "Lesser  of 
security  sales  or  purchases,  divided  by  average  net  assets.  'Average  tenure  of  managers,  with  ten  years'  maximum  credit  for  each,  includes  back-end  load  that  reverts  to  the  distributor. 
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EOPLE  I 


ENTUCKY 


tREED  HORSES 


ILLION 


OF  DOLLARS 


II  w. 


RODUCE  SOME  MORE 


F FORDABLE 


S  OF  TRANS P 


In  Georgetown,  Kentucky, 
people  will  proudly  tell  you  stories  about  their 
legendary  thoroughbred  horses.  Champion 
racers,  with  familiar  names  like  Citation, 
Whirlaway  and  Man  o'  War. 

They  might  also  brag  a 
little  about  some  other  homegrown  success 


Motor  Manufac. 


Kentucky,  US^ 

stories.  And  rightfully  so.  Because  the 
400,000  Camrys  and  Avalons  built  every 
year  by  the  people  of  Toyota  Motor 
Manufacturing  in  Georgetown  are  winning 
hearts  around  America  -  and  the  world. 

In  every  place  where 
Toyotas  are  built  -  from  Australia,  to  Thailand, 
to  Kenya  -  the  cars  and  trucks  that  are  pro- 
duced there  reflect  the  pride  of  the  people 
who  build  them.  Because,  not  coincidentally, 
they  are  also  the  people  who  drive  them. 

Here  in  the  U.S.,  Toyotas 
are  being  designed  by  Californians,  tested  in 
Arizona  and  Michigan,  built  in  Kentucky, 
California,  and  soon  in  Indiana  as  well.  In 
fact,  more  than  half  the  Toyotas  sold  in 
America  are  built  by  Americans. 

Toyota  understands  that 
growth  in  the  global  marketplace  only  comes 
when  there  is  a  deep  understanding  and 
respect  of  the  unique  qualities  and  needs  of 
local  operations  and  people.  That's  why, 
around  the  world,  we  invest  in  local  design, 
local  manufacturing,  parts  and  jobs. 

Sure  it  makes  good  busi- 
ness sense  for  Toyota.  But  it  also  makes  for 
increased  competitiveness  and  growth  in  the 
economies  where  we  do  business. 

It's  a  win/win  situation. 
And  if  there's  one  thing  the  people  of 
Kentucky  know  -  it's  how  to  produce  a  winner. 


TOYOTA  People  Drive  Us 


FUND  SURVEY 


If  you  have  had  your  fill  of  stocks  but  are  still  game  for  a  little  more  risk, 
a  junk  muni  fund  is  a  plausible  option. 


How  high 
is  high  yield? 


By  Eric  S.  Hardy 

If  you  are  in  the  market  for  a  bond 
with  a  decent  aftertax  yield,  and  you 
weren't  fazed  by  the  bankruptcy  of 
Orange  County  nearly  four  years  ago, 
consider  owning  a  junk  muni  fund — 
a  fund,  that  is,  that  owns  a  lot  of 
lower-rated  tax-exempt  bonds.  The 
bonds  aren't  as  scary  as  they  seem. 

Paradoxically,  the  trouble  in  Cali- 
fornia probably  made  the  entire 
municipal  bond  market  a  little  safer. 
"Orange  County's  bankruptcy  accler- 
ated  the  already-growing  demand  for 
municipal  bond  insurance,"  says  MBIA 
Chief  Executive  David  Elliott.  His 
firm  is  the  largest  guarantor  of 
municipal  bonds.  Today  nearly  60% 
of  new  tax-free  bonds  are  issued  with 
insurance  from  a  firm  like  MBIA, 
versus  less  than  20%  ten  years  ago. 

All  those  guarantees  have  shrunk 
die  supply  of  risky  tax-exempt  bonds, 
leaving  the  high-yield  muni  funds 
with  no  choice  but  to  let  their  stan- 
dards slip  a  little,  so  to  speak.  A  lot  of 

Higher  yields,  higher  risk 


the  funds  throw  in  higher-quality 
municipal  debt  along  with  the  junk. 
The  Fidelity  High  Income  Municipal 
Fund,  for  instance,  has  only  20%  of 
its  assets  in  bonds  that  are  unrated  or 
are  rated  below  Baa  by  Moody's.  The 
proportion  of  genuine  junk  at 
Franklin's  high-yield  muni  fund  is  a 
little  higher  (see  table). 

By  the  same  token,  you  don't  get 
as  much  of  a  reward  as  you  once  did 
for  accepting  the  risk  of  a  junk  muni 
fund.  The  Franklin  High  Yield  Tax 
Free  Income's  yield,  as  defined  by  the 
Securities  &  Exchange  Commission, 
is  now  5.5%,  a  0.4%  spread  over  the 
yield  on  its  high-grade  Federal  Tax 
Free  Income  fund. 

"Investors  aren't  taking  as  much 
risk  by  favoring  a  high-yield  [munici- 
pal] fund  as  they  were  a  few  years 
ago,"  argues  Thomas  Kenny,  who 
oversees  43  Franklin  tax-exempt  funds 
with  a  combined  $46  billion  in  assets. 

But  then  the  hits  to  principal  from 


defaulted  bonds  aren't  very  painful, 
either.  Defaults  on  general  obliga- 
tion bonds  are  rare — those  by  New 
York  City,  Cleveland  and  Orange 
County  are  the  important  ones  of 
the  past  quarter  century — and  losses 
of  principal  on  GO  bonds  are  even 
rarer.  In  all  three  of  these  defaults, 
bond  owners  who  hung  in  got  the 
principal  and  interest  that  was 
promised  to  them,  although  not 
when  promised. 

Bonds  perceived  as  risky  a  few  years 
ago  have  made  a  nice  comeback.  Look 
at  New  York  City  general  obligation 
bonds.  Since  1995  the  city's  renewed 
economy  and  strong  tax  collections 
have  narrowed  the  yield  spread 
between  its  bonds  (now  rated  Baal) 
and  bonds  rated  Aaa  from  half  a  per- 
centage point  to  a  tenth  of  a  percent- 
age point. 

To  deliver  enhanced  yields,  junk 
muni  funds  often  buy  a  fair  amount 
of  revenue  bonds,  those  backed  by  a 


Market 
Performance 


Up  Down 


Fund 


D       A        Franklin  High  Yield  Tax-Free  Income 
CAT  Rowe  Price  T-F  High  Yield 
C       B       Prudential  Muni  Bond-High  Yield 

Strong  High  Yield  Muni  Bond 
A+      D       Vanguard  Muni  Bond-High  Yield 


SEC 
yield 

12-month 
yield* 

5-year 
annualized 
return 

Assets 
($mil) 

Expense 
ratio 

Average 
maturity 
(years) 

High-yield 
bondst 

5.5% 

6.4% 

8.1% 

$4,990 

0.62 

19 

28% 

5.3 

5.7 

7.4 

1,086 

0.74 

19 

23 

5.6 

6.3 

7.1 

1,029 

0.64 

19 

62 

6.3 

6.1 

NA 

297 

0.75 

20 

60 

5.4 

5.5 

7.4 

2,138 

0.20 

13 

11 

'Total  dividends  from  investment  income  over  the  past  12  months  divided  by  the  June  30  net  asset  value.  tFraction  of  portfolio  invested  in  unrated  bonds  or  those  rated  under  Baa  by  Moody's. 
NA  Not  available;  fund  not  in  operation  for  full  period. 
Sources:  Forbes;  Upper  Analytical  Services;  Mornmgstar,  Inc. 


Though  junk  municipal  bond  funds  aren't  as  junky  as  they  used  to  be, 

they  do  have  some  credit  risk.  For  that,  you  get  maybe  an  extra  half-point  of  yield. 
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single  project  (such  as  a  parking 
garage)  or  by  an  electric  utility  rather 
than  by  the  power  to  raise  taxes. 
Unlike  the  tax-supported  general 
obligation  bonds,  the  revenue  variety 


have  occasioned  some  significant 
principal  losses  to  investors,  notably 
on  a  nuclear  power  plant  in  Washing- 
ton State.  Kenny  owns  two  electric 
munis  in  his  high-yield  portfolio 


whose  issuers  have 
emerged  from  bank- 
ruptcy— Tucson  Elec- 
tric Power  and  Public 
Service  Co.  of  New 
Mexico. 

The  table  lists  five 
high-yield  municipal 
bond  funds  meeting 
these  criteria: 

■  SEC  yields  of  between 
5.3%  and  6.3%; 

■  annual  expenses  per 
$100  of  assets  of  no 
more  than  75  cents. 

Seventeen  high-yield 
muni  funds  appear  in 
the  main  table  of  tax- 
exempt  bond  funds 
beginning  on  page 
236.  Note  that  yields 
shown  in  the  main 
table  are  based  on  distributions.  The 
sec  yields  shown  in  the  table  on  page 
144  reflect  a  more  conservative  cal- 
culation based  on  yields  to  maturity 
of  the  underlying  bonds.  HH 
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FUND  SURVEY 


Believe  it  or  not,  there  are  still  some  undiscovered  gems 
in  the  mutual  fund  industry. 

Showcase  funds 


By  James  M.  Clash 


Transamerica's  Glen  Bickerstaff 

Recent  purchase:  Mirage  Resorts;  largest  holding:  Dell  Computer. 


Little  Goliaths 


Retail  fund  (years  old) 

Assets 
($mil) 

Return  vs.  S&P 
(annual  %)' 
5-yr  10-yr 

Annual 
expenses 
per $100 

Risk  level 
(S&P=1.0) 

Hotchkis  &  Wiley  International  (7) 

$889 

1.8%2  NA 

$1.00 

0.51 

Rainier  Core  Equity  (3) 

329 

3.1  3.9% 

1.15 

0.98 

Sound  Shore (12) 

590 

2.0  0.6 

1.10 

0.86 

Transamerica  Premier  Equity  (2) 

53 

10.2  9.3 

1.50 

1.18 

Westwood  Equity  Retail  (10) 

91 

2.6  -0.6 

1.50 

0.78 

White  Oak  Growth  Stock  (5) 

178 

7.3  7.0 

0.95 

1.30 

For  institutional  parent  when  retail  fund  not  in  existence  for  period.  Versus  Morgan  Stanley  Capital  International  EAFE  Index. 
NA:  Not  applicable. 

Sources:  Forbes;  fund  managers;  Morningstar.  Inc.;  through  6/30/97. 


These  no-load  retail  stock  funds  are  clones  of  bigger  institutional  funds. 
They  get  the  same  stocks  and  managers  as  the  parents. 


Transamerica  is  primarily  an  insur- 
ance company.  Did  you  know  it  also 
has  a  line  of  top-notch  retail  mutual 
funds?  Transamerica  Premier  Equity, 
for  example,  a  no-load  growth  fund 
with  $53  million  in  assets,  has 
returned  an  annual  33%  since  its 
inception  in  1995,  3-plus  percentage 
points  ahead  of  the  s&P  500.  That's 
not  a  long  performance  history,  but 
note  that  Premier  Equity  is  a  replica 
of  what  veteran  manager  Glen  Bick- 
erstaff does  with  $777  million  in  pen- 
sion accounts  at  Transamerica.  Bick- 
erstaff, 40,  has  guided  that  money  to 
what  he  calculates  is  an  average 
annual  24%  return  over  the  last 


Westwood  Management's  Susan  Byrne 
Recent  purchase:  Louisiana  Land. 
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Rainier  Investment's  James  Margard 
Recent  purchase:  Safeskin. 


decade,  9  points  above  the  S&P. 

Susan  Byrne's  Westwood  Manage- 
ment Corp.  in  Dallas  runs  $1.3  bil- 
lion, mostly  pension  money.  You 
probably  don't  know  that  she,  too, 
has  a  small  ($91  million)  retail  clone, 
Westwood  Equity  Retail,  a  value-ori- 
ented fund  with  a  return  over  the  last 
five  years  that  is  2.6  percentage  points 
above  the  s&P  500,  but  with  just  78% 
of  the  risk. 

These  are  showcase  funds.  The 
operators  may  never  make  money 
from  their  little  retail  funds.  But  the 
funds  can  pay  for  themselves  in 
another  way:  by  attracting  pension 
money  to  the  managers. 

There  are  two  reasons  a  publicly 
offered  fund,  at  least  one  that  does 
well,  is  a  good  advertising  vehicle. 
First,  the  fund's  performance  will  be 
widely  publicized  in  surveys  like 
Forbes'.  Second,  a  fund  history  is 
more  believable  than  a  published 
"average"  of  pension  accounts.  There 
are,  as  pension  fund  sponsors  know, 
countless  ways  to  doctor  "averages," 
such  as  omitting  the  records  of  cus- 
tomers who  got  disgusted  and  left. 
It's  pretty  hard,  in  contrast,  to  goose 
a  mutual  fund  performance  history. 

Showcase  funds  can  be  a  good  deal 
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The  Pioneer  in   Fund  I n d e x i n , 


At  last  A  simple  strategy  for 

international  investing. 

Use  the  power  of  indexing. 


Over  55%  of  the  world  market  capital- 
ization is  currently  outside  the  U.S. 
Which  means,  international  stocks  open 
up  another  whole  world  of  growth  and 
opportunity  for  investing. 

The  Vanguard  Total  International 
Fund  offers  a  simple  indexing  strategy 
for  investing  in  these  international 
markets,  providing  broad  diversification 
at  the  lowest  costs. 


TOTAL  INTERNATIONAL  PORTFOLIO 

Allocation  Among  Markets 


Europe 

550  stocks  in 
14  countries 


Emerging  Markets 

525  stocks  in  14  countries 


Chart  based  on  5/31/97  composition  of  the  MSCI-EAFE 
+Select  EMF  Index.  Source:  Morgan  Stanley  Capital  International. 
Hong  Kong,  Malaysia  and  Singapore  are  represented  in  both 
the  Pacific  and  Emerging  Markets  portions  of  this  Portfolio. 

Indexing  Means 
Diversification. 

You  can  add  an  important  international 
component  to  your  portfolio  with  one 
simple  investment. 

The  Vanguard  Total  International  Fund 
is  the  most  diversified  international 
stock  fund  available.  It  invests  in 


Vanguard's  existing  European,  Pacific 
and  Emerging  Markets  Index  Funds 
and  holds  more  than  1500  stocks  in  31 
different  countries. 

The  Vanguard  Cost 
Advantage. 

Because  our  Total  International  Fund 
simply  buys  and  holds  a  representative 
sample  of  the  securities  to  track  their 
respective  indexes,  its  operating  costs 
are  very  low.  Only  .38%.  That's  less  than 
one  fourth  the  industry  average  of  1.70% 
for  diversified  international  stocks. 
(Source:  Lipper  Analytical  Services,  Inc.) 
Lower  expenses,  of  course,  mean  more  of 
your  Fund's  returns  can  be  paid  to  you. 

How  To  Get  Started. 

Call  today  for  our  International 
Investment  Kit.  It  includes  a  prospectus 
with  more  complete  information  on  the 
0.75%  transaction  fee,  distribution  charges 
and  other  expenses.  It  also  outlines  the 
risks  associated  with  foreign  stocks 
based  on  local  economic,  political  and 
social  conditions.  Be  sure  to  read  it  care- 
fully before  investing  or  sending  money. 

All  of  this  from  the  pioneer  in  mutual 
fund  indexing.  We  think  the  more  you 
know  about  investing  the  more  you'll 
want  to  know  about  Vanguard. 


For  Your  Free  Information  Kit  Call:  1-800-992-0775 

Visit  us  at  www.vanguard.com 

THrVansuardGROue 

The  More  You  Know'" 


FUND  SURVEY 


Sound  Shore  Management's  Harry  Burn  III 

Recent  purchase:  Tidewater;  largest  holding:  Banc  One. 


for  retail  customers  who  take  the 
trouble  to  seek  them  out.  They  get 
the  skills  of  a  successful  pension  man- 
ager who  is  motivated  to  put  his  best 
foot  forward  in  the  fund. 

Sound  Shore  Management  in 
Greenwich,  Conn,  runs  a  $590  mil- 
lion clone  of  its  institutional 
growth/value  portfolios  with  veteran 
Harry  Burn  III,  53,  at  the  helm. 
Seattle's  Rainier  Investment  Manage- 
ment runs  the  $329  million  Core 
Equity  Portfolio,  a  clone  of  its  $2.1 
billion  institutional  growth  portfolios, 
with  James  Margard,  44,  at  the  reins. 

Unlike  star  managers  at  some  of 
the  big  fund  families,  Margard's 
unlikely  to  jump  ship.  He  owns  20% 
of  Rainier  Investment  Management. 
Margard  and  the  four  other  Rainier 
principals  have  been  together  since 
1985.  When  you  own  the  farm,  Mar- 
gard points  out,  you  have  a  different 


Hotchkis  &  Wiley's  Harry  Hartford 
Largest  holding:  Nintendo. 


Hotchkis  &  Wiley's  Sarah  Ketterer 

Recent  purchase:  China  Light  &  Power. 


motivation  than  when  you  are  a 
sharecropper. 

"There's  less  of  a  tendency  to 
swing  for  the  fences,"  he  says.  "At  a 
Fidelity,  the  manager  is  rewarded  for 
a  stellar  year  with  bonuses,  but  he's 
not  penalized  when  he  screws  up.  He 
can  just  leave  and  go  somewhere  else. 
I  can't,  so  we  tend  to  be  good  more 
consistently." 

Margard's  Core  Equity  Portfolio 
has  returned  29%  annually  since  its 
inception  three  years  ago,  not  quite  2 
points  ahead  of  the  S&P.  For  his  insti- 
tutional Core  Equity  accounts,  he 
claims  an  even  more  impressive 
record,  beating  the  s&P  by  4  points  a 
year  since  1987. 

One  caveat  with  the  retail  clones: 
expense  ratios.  They  tend  to  be 
higher  at  small  funds  because  fixed 
costs  aren't  amortized  over  as  many 
assets:  If  the  expense  ratio  is  higher 
than  1.5%  a  year,  stay  away. 

So,  among  the  more  than  8,000 
funds  available  today,  there  are  still 
some  undiscovered  gems.  The  six 
showcase  funds  in  the  table  are  all  no- 
loads  with  managers  who  appear  to 
have  beaten  the  s&P  over  long  peri- 
ods in  their  institutional  accounts,  or 
matched  the  benchmark  with  less 
risk.  They  have  reasonable  annual 
expenses  and  (in  some  cases,  only 
through  fund  supermarkets)  afford- 
able investment  minimums.  H 
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Where  In  The  World 
Should  You  Invest  Now? 

Consider  highly  rated  global  and  international  funds  from  Prudential  Investments. 


More  of  the 
world's  growth 
opportunities  are 
now  outside  the  U.S.* 


In  1970,  the  U.S.  had 
67%  of  the  world's 
stock  market  wealth. 


If  you're  looking  lor... 

Then  look  at... 

Investment  Strategy 

Overall  Morningstar 
Rating,  6/30/97 

A  worldwide  strategy 
for  seeking  long-term 
growth  of  capital 

Prudential  World 
Fund/Global 
Series  (Class  A) 

Uses  a  growth -oriented  strategy  for  seeking 
long-term  growth  primarily  from  stocks  of 
both  U.S.  and  foreign  companies. 

A    A    A  A 

WW  WW 

nmnnn  S?S  intprnntinnnl 

equity  funds 

A  smaller  company  focus  on 
long-term  growth  of  capital 

Prudential  Global 
Genesis  Fund* 
(Class  B) 

Uses  regionally  based  teams  to  uncover 
stocks  of  smaller,  growing  companies 
around  the  world. 

A  A  A  A 

among  525  international 
equity  funds 

A  global  approach  to 
maximum  total  return 

The  Global  Total 
Return  Fund  (Class  A) 

Seeks  total  return  by  strategically  diversifying 
assets  among  U.S.  and  foreign  government  bonds, 
short-term  bank  debt  securities  or  deposits. 

AAAA 

among  1,248  taxable 
bond  funds 

A  worldwide  focus  on 
maximizing  total  return 
through  current  income 
and  capital  appreciation 

Prudential 
Intermediate 
Global  Income  Fund 
(Class  A) 

Invests  in  U.S.  and  foreign  investment  grade 
government  bonds  with  maturities  of  10  years 
or  less,  using  a  fundamental  approach  to 
maximize  return. 

**** 

among  1,248  taxable 
bond  funds 

A  global  strategy  for 
government  bonds 

The  Global 
Government  Plus 
Fund  (Class  A) 

Seeks  total  return  by  investing  in  U.S.  and 
foreign  government  bonds  with  a  weighted 
overage  maturity  of  more  than  three  but 
less  than  fifteen  years. 

AAAA 

among  1,248  taxable 
bond  funds 

Available  through  the  PruChoice  lets  you  choose  from  a  vast  menu  of  today's  most  popular  load  and  no-load  funds  —  and  get  one-on-one  help  from  an 
PruChoice  Program:     advisor  —  without  paying  any  loads.  Just  one  inclusive  annual  effective  fee  of  1 .25%  of  assets.*  *  (Mornmgstor  rating  do«  not  tote  this  lee  into  oaount .) 


A  value  approach  to  finding 
long-term  growth  of  capital 
outside  the  U.S. 


Prudential  World 
Fund/International 
Stock  Series  (Class  Z) 


Invests  in  equity  securities  of 
companies  outside  the  U.S.  using 
a  value-oriented  approach. 


among  525  international 
equity  funds 


In  1997,  the  U.S. 
represents  only  44%  of  it. 
The  rest  of  the  world 
now  comprises  56%. 

"Source:  Morgon  Stanley  Copltol  International 
os  of  12/31/70  and  3/31/97,  respectively. 

Call  for  a  free  prospectus 
with  more  complete 
information,  including 

sales  charges  and 
expenses,  and  other 
classes  of  shares. 
Please  read  it 
carefully  before  you 
invest  or  send  money. 


It's  time  to  discover  the  rewards  of  global 
investing.  The  U.S.  stock  market  has  delivered  strong 
returns  for  the  past  few  years.  But  today,  many  investors 
are  wondering  just  how  much  growth  may  be  left.  In  fact, 
they  are  looking  to  diversify  their  portfolios  and  capitalize 
on  opportunities  abroad. 

Prudential  can  help  you  discover  foreign 
investment  opportunities  you  couldn't  find  by 
yourself.  As  one  of  the  largest  money  managers  in  the 
world,  Prudential  offers  years  of  international  investing 
expertise,  a  wide  range  of  overseas  stock  and  bond  funds, 
and  seasoned  fund  managers  with  quick  access  to  world 
financial  news  and  data. 


Aiming  for  results  while  managing  risk.  When 
you're  venturing  overseas,  you  want  to  make  sure  you 
have  the  right  combination  of  risk  and  potential  reward. 
At  Prudential,  we  manage  our  funds  to  achieve  consistent 
long-term  risk-adjusted  performance.  Of  course,  past 
performance  is  no  guarantee  of  future  results. 

Call  today  for  your  free  prospectus.  Find  out 
how  Prudential's  international  and  global  funds  can 
help  you  discover  a  world  of  investment  opportunity. 

l-800-THE-ROCKext7i56 

www.prudential.com 

Prudential 

Investments 

Share  prices  and  returns  will  vary,  and  you  may  have  a  gain  or  loss  when  you  sell  shares.  Not  all  funds  in  the  Prudential  Family  of  Funds  were  rated  as  high  as  those  appearing  in  this  advertisement. 
Ratings  cited  are  only  for  share  classes  indicated  above.  Different  classes  of  shares  are  offered.  Although  the  shares  have  a  common  portfolio,  their  performance  and  ratings  may  vary  because 
of  differences  in  loads  and  fees  paid  by  shareholders  investing  in  different  classes.  Foreign  investments  are  subject  to  special  risks  including  currency  fluctuations  and  the  impact  of  social,  political 
and  economic  change.  Investing  in  small  companies  involves  special  risk,  as  well.  These  risks  may  result  in  greater  share  price  volatility.  **12b-l  fees  may  apply  to  other  funds  in  the  program. 
?  Class  Z  shares  are  also  offered  on  an  institutional  basis.  The  rating  cited  for  the  International  Stock  Series  is  for  Class  Z  only,  Morningstar  ratings  are  available  for  funds  at  least  3  years  old. 
Class  A,  B  and  C  shares  are  less  than  1  year  old.  Unlike  Z  shares,  Class  A,  B  and  C  shares  are  subject  to  distribution  fees  and  sales  charges.  The  PruChoice  program  is  offered  only  through 
Prudential  Securities  Incorporated.  'Without  past  waiver  of  management  fees  and/or  expense  subsidization,  the  Global  Genesis  Fund's  return  would  have  been  lower 
All  Morningstar  peiiods  ended  6/30/97.  Ratings  oie  subject  to  change  every  month,  are  histoiical  and  do  not  represent  future  performance.  10%  of  the  funds  in  a  category  receive  5  stars.  The  next  22.5%  receive  4  stars;  the  next 
35%  receive  3  stars.  Prudential  World  Fund/Global  Series  (Class  A)  received  4  stars  (5  years)  and  4  stars  (3  years)  among  235  and  525  funds,  respectively.  Prudential  Global  Genesis  Fund  (Class  B)  received  4  stars  (5  years)  and 
3  stars  (3  years)  among  235  and  525  funds,  respectively.  The  Global  Total  Return  Fund  (Class  A)  received  4  stars  (10  years),  4  stars  (5  years)  and  5  stars  (3  years)  among  283, 677  ond  1248  funds,  respectively.  Prudential 
Intermediate  Global  Income  Fund  (Class  A)  received  4  stars  (5  years)  and  4  stars  (3  years)  among  677  and  1248  funds,  respectively.  The  Global  Government  Plus  Fund  (Class  A)  received  4  stars  (5  years)  and  5  stars  (3  years) 
among  677  and  1248  funds,  respectively.  Prudential  World  Fund/International  Stock  Series  (Class  2)  received  4  stars  (3  yeais)  among  525  funds.  Morningstar  proprietary  ratings  reflect  risk-adjusted  performance.  Morningstar 
ratings  are  calculated  from  the  funds'  3-,  5-  and  10-year  returns  (with  fee  adjustments)  in  excess  of  90-day  Treasury  bill  returns,  and  a  risk  factor  that  reflects  fund  performance  below  90-day  T-biii  returns.  Shares  of  the  Funds 
are  offered  through  Prudential  Securities  Incorporated,  199  Water  Street,  NewYoik,  NY,  and  Pruco  Securities  Corporation,  213  Washington  Street,  Newark,  NJ,  both  subsidiaries  of  The  Prudential  Insurance  Company  of  America. 
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FUND  FAMILIES 

FUND  SURVEY 

When  you  pick  a  fund,  know  its  family  pedigree. 
These  tables  will  help  you. 

All  in  the 

By  Steve  Kichen 

Too  often  investors  miss  the  forest 
for  the  trees.  With  6,000  funds  to 
pick  from,  they  become  confused. 
While  it  is  true  that  each  fund  is  a  bit 
different  from  the  next,  you  have 
very  litde  chance  of  picking,  from  this 
mass  of  funds,  any  one  that  will  make 
you  rich. 

So  perhaps  you  should  spend  less 
time  looking  for  individual  funds  and 
more  time  choosing  the  fund  family 
that  suits  you  best.  Whatever  type  of 
fund  you  may  be  looking  for,  there's 
a  good  chance  there  is  one  like  it  in 
every  fund  family.  Moreover,  during 
your  investment  career  you  will  cer- 
tainly want  to  do  a  lot  of  asset- 
switching,  and  there's  a  good  deal  to 
be  said  for  doing  your  switching 

The  most  efficient  families  The  least  efficient  families 


Fund  family  Assets  Average  Fund  family  Assets  Average 

June  1997  expenses  June  1997  expenses 

($mil)  per  $100'  ($mil)  per  $100' 

Vanguard  Group  of  Investment  Cos  $224,172  $0.31  Lincoln  Investment  Planning  $507  $2.21 

Standish,  Ayer  &  Wood  Inv  Trust  4,444  0.45  Yorktown  Distributors  71  2.18 

Payden  &  Rygel  Investment  Group  752  0.46  Jundt  Growth  Fund  88  2.15 

Charles  Schwab  3,310  0.48  Morgan  Keegan  &  Co  54  2.00 

California  Investment  Trust  265  0.49  Robertson,  Stephens  &  Co  1,961  2.00 

Oodge&Cox  8,646  0.57  First  Fund  Distributors  422  1.95 

Russell  Fund  Distributors  2,873  0.57  Janney  Montgomery  Scott  67  1.87 

MAS  Funds  10,579  0.58  Quantitative  Advisors  115  1.87 

Pimco  Advisors  26,346  0.60  Gintel  &  Co  158  1.80 

Griffin  Financial  Services  220  0.62  GAM  Funds  1,543  1.80 

Ryback  Management  3,589  0.62  InterSecurities  886  1.80 

Dupree  Investment  Advisors  327  0.63  GT  Global  Financial  Services  7,460  1.78 

USAA  Investment  Management  Co  14,966  0.64  Legg  Mason  Wood  Walker  5,690  1.70 

Morgan  Grenfell  Investment  Trust  1,538  0.64  Arnhold  &  S  Bleichroeder  232  1.70 

Nationwide  Financial  Services  2.445  0.65  Morgan  Stanley  &  Co  822  1.70 

Northeast  Investors  Trust  1,921  0.66  Pasadena  Group  of  Mutual  Funds  827  1.68 

Nicholas  Co  5,971  0.71  Citizens  Trust  61  1.67 

American  Funds  Group  199,613  0.72  FBL  Investment  Advisory  Services  112  1.66 

Aquila  Distributors  1,786  0.72  IVY  Mackenzie  Funds  2,952  1.63 

Homestead  Value  Fund  323  0.73  Nicholas-Applegate  1,353  1.62 


Data  are  for  all  funds  (except  money  funds)  in  this  survey.  'Asset-weighted. 
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Just  when  we  retire,  our  nest  egg 
turns  into  a  workaholic. 

Exactly  how  we  planned  it. 


Stewart  and  Rachelle  Owen  just  retired.  After  talking 

with  Bill,  their  American  Express  financial  advisor,  they  feel  pretty 
good  about  it.  You  see,  over  the  last  fourteen  years  he's  helped  the 
Owens  get  their  three  kids  through  college,  buy  a  new  home  and  save 
for  retirement.  Today,  he's  helping  them  plan  their  estate,  minimize 
taxes  and  make  the  most  of  the  assets  they've  accumulated.  So  they  can 
have  all  the  fun  they  want,  while  their  retirement  account  continues  to 
work  away.  Which  is  enough  to  make  just  about  anyone  smile. 

Ninety-five  percent  of  American  Express  Financial  Advisors'  clients 
stay  with  their  advisor  year  after  year.  We  have  8,000  financial  advisors 
available  to  discuss  retirement  and  how  we  can  help  you  do  more. 
Call  1-800-GET  ADVICE. 

http://www.americanexpress.com/advisors 


Financial 

Advisors 


The  people  portrayed  here  have  been  created  to  serve  as  an  example  of  American  Express  Financial  Advisors'  clients. 


□ 
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FUND  FAMILIES 

FUND  SURVEY 

Assets  over  $100  billion 


Fund  family 

Cap-weighted 

10-year 
performance 

Assets    Number  of 
June  1997  U.S.  stock 
($mil)  funds 

Average 
load 

Average 
expenses 
per  $100' 

Fidelity  Distributors 

14.7% 

$246,350 

54 

2.00% 

$0.75 

American  Funds  Group 

13.4 

112,350 

8 

5.75 

0.64 

Vanguard  Group  of  Investment  Cos 

13.2 

121,077 

18 

0.17 

0.31 

Data  are  for  U.S.  equity  funds  covered  in  this  survey.  Asset-weighted. 


The  following  tables  show  the  ten-year 
performance  of  each  fund  family  with 
two  or  more  U.S.  stock  funds  listed  in 
this  issue.  These  performance  figures 
are  weighted  by  the  assets  in  each 
U.S.  stock  fund  at  the  beginning  of 
each  12-month  period  starting  with  July 
1987.  Of  the  three  biggest  families, 
Fidelity  is  the  only  one  to  beat  the 
S&P's  14.4%  ten-year  total  return. 


within  a  single  family. 

The  key  questions  in  evaluating  a 
fund  family  are  these:  How  costly  is  it 
(in  expense  burdens  and  in  sales 
loads)?  And:  How  good  is  the 
family's  average  performance,  not  just 
the  performance  of  its  one  or  two 
best  funds?  The  tables  here  will  help 
you  answer  those  questions. 

On  performance,  for  example,  the 
Invesco  Strategic-Financial  Services 
Fund  whipped  the  averages  over  the 
past  decade  with  an  extraordinary 
21.2%  annual  return.  But  Invesco  has 
11  other  domestic  stock  funds,  and 
the  family's  overall  performance,  as 
we  calculate  it,  was  just  ordinary,  lag- 
ging the  market's  annual  return  by  a 
point.  Thus,  despite  the  sparkling 
performance  of  Invesco's  financial 
sector  fund,  you  might  want  to  pass 
it  by  in  favor  of  a  similar  fund  from 
another  family  with  a  better  compos- 
ite rating. 

We  calculate  a  family's  composite 
performance  for  each  12-month 
period  over  the  past  decade  by  look- 
ing at  U.S.  stock  funds  the  group 
offered  to  the  public  in  each  period 
and  weighting  the  performance  of 
each  fund  by  its  assets  at  the  begin- 
ning of  the  12  months.  The  ten- year 
number  links  these  ten  year-by-year 
averages.  We  do  this  weighting  by 
asset  size  so  that  a  small  fund  with 
hot  performance  won't  overshadow  a 
big  fund  with  poor  performance.  The 
method  also  eliminates  the  survivor- 
ship bias  that  infects  naive  perfor- 
mance "averages." 

Of  the  three  fund  families  with 
more  than  $100  billion  in  domestic 
stock  fund  assets,  only  Fidelity  Dis- 
tributors, with  a  14.7%  ten-year 
annualized  return,  beat  the  14.4% 
return  on  the  s&p  500.  The  two 
other  industry  giants,  American 
Funds  Group  and  Vanguard  Group, 


Assets  between  $25  billion  and  $100  billion 


Fund  family 

Cap-weighted 

10-year 
performance 

Assets    Number  of 
June  1997  U.S.  stock 
($mil)  funds 

Average 
load 

Average 
expenses 
per  $100' 

Janus  Capital 

16.1% 

$28,912 

6 

......... 

0.00% 

$0.90 

AIM  Distributors 

13.5 

41,524 

5.83 

1.10 

American  Express  Financial  Advisors 

13.2 

28,362 

12 

5.00 

0.92 

American  Century  Investment 

13.1 

38,433 

10 

0.00 

0.98 

T  Rowe  Price  Associates 

12.7 

39,280 

16 

0.06 

0.86 

Putnam  Mutual  Funds 

12.5 

73,593 

12 

5.75 

1.02 

Merrill  Lynch  Funds  Distributor 

12.0 

28,686 

7 

5.25 

0.89 

Franklin/Templeton  Distributors 

11.0 

31,012 

15 

4.48 

1.08 

Data  are  for  U.S.  equity  funds  covered  in  the  Forbes  1997  Mutual  Fund  Survey.  'Asset-weighted. 

Assets  between  $1  billion  and  $25  billion 

Fund  family 

Cap-weighted 

10-year 
performance 

Assets    Number  of 
June  1997  U.S.  stock 
($mil)  funds 

Average 
load 

Average 
expenses 
per  $100' 

Brandywine  Funds 

16.8% 

$8,271 

2 

0.00% 

$1.05 

Davis  Selected  Advisers 

16.5 

7,347 

if" 

3.17 

0.94 

Berger  Associates 

16.0 

2,889 

3 

0.00 

1.50 

Southeastern  Asset  Management 

15.3 

3,267 

2 

0.00 

0.99 

FPA  Fund  Distributors 

15.1 

1,430 

2 

6.50 

0.85 

Gabelli  &  Co 

14.9 

2,832 

6 

0.92 

1.42 

Fred  Alger  &  Co 

14.6 

1,174 

4"" 

475 

1.43 

Columbia  Funds  Management  Co 

14.3 

3,472 

3 

0.00 

0.84 

Nicholas  Co 

13.8 

5,753 

3 

0.00 

0.71 

Neuberger  &  Berman  Management 

13.7 

14,136 

6 

0.00 

0.84 

Strong/Corneliuson  Capital  Management 

137" 

5,971 

6 

0.00 

1.24 

Founders  Asset  Management 

13.6 

2,799 

5 

0.00 

1.23 

Massachusetts  Financial  Services 

13.5 

20,678 

10 

5.65 

1.04 

Legg  Mason  Wood  Walker 

134 

4,707 

5 

0.00 

1.80 

NYLife  Distributors 

13.4 

3,422 

3 

4.67 

1.08 

Scudder  Investor  Services 

13.4 

16,082 

7 

0.00 

0.81 

Invesco  Funds  Group 

13.3 

12,042 

12 

0.00 

1.01 

Nationwide  Financial  Services 

113 

2,064 

2 

4.50 

0.61 

Waddell  &  Reed 

13^2 

10,957 

7 

4.96 

0.99 

Safeco  Securities 

110 

1.968 

4 

0.00 

0.79 

HCA  Securities 

12.9 

2,625 

3 

0.00 

0.74 

Prudential  Securities 

12.8 

12,984 

10 

3.00 

0.93 

Alliance  Fund  Services 

12.7 

10.101 

6"" 

4.25 

1.35 

Lord  Abbett  &  Co 

12.7 

8,236 

4 

4.56 

0.73 

Oppenheimer  Funds 

12.7 

17,272 

10 

5.75 

1.04 

PFS  Distributors 

i2i"" 

4,880 

2 

8.50 

0.92 

Data  are  for  U.S.  equity  funds  covered  in  this  survey.  'Asset-weighted. 
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□ 

FUND  FAMILIES 

FUND  SURVEY 

Assets  under  $1  billion 


Fund  family  Cap-weighted     Assets    Number  of  Average  Average 


10-year 
performance 

June  1997  U.S.  stock 
($mil)  funds 

load 

expenses 
per  $100' 

Skyline  Funds 

17.9% 

$479 

2 

0.00% 

$1.52 

Quantitative  Advisors 

14.7 

115 

2 

1.00 

1.87 

Weitz  Funds 

14.2 

422 

2 

0.00 

1.27 

Pasadena  Group  of  Mutual  Funds 

14.1 

762 

2 

5.50 

1.65 

Alex  Brown  &  Sons 

13.8 

639 

2 

4.50 

1.19 

Enterprise  Group 

13.5 

617 

3 

4.75 

1.54 

SIT  Investment  Associates 

13.5 

459 

2 

0.00 

0.87 

Reich  &  Tang 

13.0 

199 

2 

0.00 

1.26 

Mentor  Funds 

12.9 

650 

2 

5.75 

1.30 

Heritage  Asset  Management 

12.7 

304 

2 

4.75 

1.36 

Gradison  Mutual  Funds 

12.4 

615 

2 

0.00 

1.18 

Murphey  Favre 

12.0 

550 

2 

4.50 

1.07 

Security  Distributors 

11.9 

940 

3 

5.75 

1.08 

Lexington  Management 

11.5 

721 

2 

0.00 

0.78 

Weiss  Peck  &  Greer 

11.3 

451 

4 

0.00 

1.14 

Securities  Management  &  Research 

11.0 

352 

2 

5.75 

1.07 

First  Investors  Management  Co 

9.4 

815 

4 

6.25 

1.50 

Eaton  Vance  Distributors 

9.2 

822 

4 

4.75 

1.12 

SunAmerica  Asset  Management 

9.2 

395 

3 

5.75 

1.53 

Ivy  Mackenzie  Funds 

8.2 

533 

3 

5.75 

1.56 

Lincoln  Investment  Planning 

7.8 

507 

3 

3.17 

2.21 

Calvert  Group 

6.9 

249 

2 

4.75 

1.70 

Data  are  for  U.S.  equity  funds  covered  in  this  survey.  'Asset-weighted. 


Fund  family  Cap-weighted     Assets    Number  of  Average  Average 

10-year     June  1997  U.S.  stock     load  expenses 


performance 

($mil) 

funds 

per  $100' 

John  Hancock  Funds 

12.4% 

$11,506 

10 

5.00% 

$1.33 

Sentinel  Financial  Services 

12.3 

1,696 

3 

5.00 

1.07 

IAI  Funds 

12.2 

1,192 

4 

0.00 

1.21 

Phoenix  Equity  Planning 

11.8 

3,339 

4 

4.75 

1.17 

Jones  &  Babson 

11.7 

2,032 

5 

0.00 

0.95 

Kemper  Zurich 

11.7 

7,974 

7 

5.75 

1.13 

Value  Line  Securities 

11.7 

1,010 

4 

0.00 

0.87 

Seligman  Financial  Services 

.............. 

6,510 

5 

4.75 

1.51 

PaineWebber 

11.5 

1,722 

5 

4.50 

1.35 

Pioneer  Group 

11.5 

14,930 

7 

5.75 

1.00 

Smith  Barney  Mutual  Funds  Management 

'"  11.5 ' 

11,458 

9 

5.00 

1.09 

Dean  Witter  Reynolds 

11.4 

24,936 

10 

5.00 

1.39 

Delaware  Distributors 

11.4 

4,358 

5 

4.75 

1.09 

Fortis  Financial  Group 

11.4 

1,414 

4 

4.75 

1.15 

Lutheran  Brotherhood  Securities 

11.4 

1,235 

2 

5.00 

1.00 

Van  Kampen  American  Capital 

11.4 

10,895 

7 

5.53 

1.06 

Princor  Financial  Services 

11.3 

1,347 

5 

4.75 

0.96 

Royce  Funds 

11.2 

1,197 

3 

1.00 

1.23 

Ryback  Management 

11.1 

3,520 

2 

0.00 

0.61 

Stein  Roe  &  Farnham 

11.1 

3,676 

5 

0.00 

1.16 

State  Street  Research  Invest  Services 

"11.6 

2,294 

6 

4.50 

1.19 

Federated  Securities 

10.9 

7,381 

12 

2.14 

1.11 

Colonial  Investment  Services 

10.6 

1,612 

4 

5.75 

1.35 

Zweig  Securities 

10.6 

1,698 

2 

5.50 

1.34 

Dreyfus  Service 

9.8 

12,667 

 13 

1.07 

0.94 

Evergreen  Keystone  Distributor 

9.8 

4,942 

12 

4.56 

1.51 

USAA  Investment  Management  Co 

9.8 

5,047 

4 

0.00 

0.80 

'Asset-weighted. 


lagged  by  a  point. 

Among  the  smallest  group  of  fam- 
ilies the  standout  is  the  somewhat 
obscure  Skyline  family,  which  turned 
in  a  17.9%  ten-year  return.  Skyline's 
two  stock  funds,  Special  Equities  and 
Special  Equities  II,  have  combined 
assets  of  $479  million.  The  Brandy- 
wine  family,  with  two  stock  funds  and 
$8.3  billion  in  total  assets,  looks  best 
in  the  medium-size  group  The  Janus 
Capital  Group  leads  the  medium- 
large  weight  class. 

The  ten-year  performance  figures 
in  these  tables  are  from  an  unusual 
bull  market.  Even  the  crash  of  1987 
(see  chart,  p.  166)  now  looks  like  a 
minor  blip.  But  stocks  are  not  going 
to  produce  double-digit  annual 
returns  forever.  So  pay  as  much 
attention  to  average  costs  as  you  do 
to  average  performance  in  picking  a 
fund  family. 

The  tables  on  page  150  show  the 
most  and  least  efficient  fund  families. 
Among  large  fund  families,  Vanguard 
is  hard  to  beat  for  low  expenses.  At 
the  other  end  of  the  spectrum, 
Morgan  Keegan  &  Co.,  Jundt  Asso- 
ciates Inc.,  Lincoln  Investment  Plan- 
ning and  Yorktown  Distributors 
spend  seven  times  as  much  as  Van- 
guard to  manage  a  dollar  of  your 
assets.  Unless  their  superiority  in  per- 
formance is  extraordinary,  these  high- 
cost  funds  will  have  trouble  matching 
Vanguard's  results  over  very  long 
periods. 

Minimum  investment  require- 
ments vary  from  family  to  family,  as 
do  fund-exchange  policies  and  levels 
of  customer  support.  The  distributor 
table,  starting  on  page  257,  and  our 
Web  site  (www.forbes.com)  will  help 
you  evaluate  these  services  when 
picking  a  fund  family  for  yourself — or 
your  family.  Hi 
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Biggest  funds 


Fund 

IU10I  IGIUIII 

Accpfc 
nooClo 

last 

6/30/97 

12  months 

($mil) 

Fidelity  Magellan  Fund 

25.9% 

$58,340 

Vanguard  lndex-500  Portfolio 

34.6 

41,553 

Investment  Co  of  America 

30.5 

36,290 

Washington  Mutual  investors 

32.4 

31,973 

Fidelity  Growth  &  Income 

29.8 

31,495 

Longest  tenures 


Fund 

Years 

Total  return 

last 
1 2  months 

General  Securities/John  Robinson 

46 

28.1% 

Investment  Co  of  America/Jon  Lovelace  Jr 

40 

30.5 

American  Growth  Fund-D/Robert  Brody 

39 

14.8 

Franklin  Growth  Fund-I/Vivian  Palmieri 

32 

19.5 

Franklin  DynaTech  Fund-I/Rupert  Johnson 

30 

28.6 

Ten-year  performance 


Best 

Worst 

Fund 

Annualized  total  return 
6/30/87  to  last 
6/30/97          12  months 

Fund 

Annualized  total  return 
6/30/87  to  last 
6/30/97          12  months 

Seligman  Commun  &  Info-A 

20.2% 

34.8% 

Mathers  Fund 

5.0% 

2.8% 

Vanguard  Special-Health  Care 

19.3 

32.9 

Invesco  Strategic-Energy 

5.2 

28.8 

Invesco  Strategic-Health  Sciences 

19.2 

18.2 

Dreyfus  Premier  Aggress  Growth-A 

5.9 

-1.1 

FPA  Capital  Fund 

19.1 

25.3 

Security  Ultra  Fund-A 

6.0 

7.2 

Fidelity  Select-Health  Care 

18.8 

35.5 

Value  Line  Special  Situations 

7.7 

14.9 

Turnover 

Highest  Lowest 

Fund                                    Total  return  Portfolio  Fund  Total  return  Portfolio 

last  turnover  last  turnover 

12  months  12  months 

Rydex-OTC  Fund                             43.5%  1,140%  Lexington  Corp  Leaders  Trust  30.2%  0% 

Strong  Discovery  Fund                         7.6  793  T  Rowe  Price  Equity  Index  34.3  1 

Fidelity  Select-Technology                    31.2  549  Rightime  Blue  Chip  6.1  1 

One  Group  Growth  Opportunities-A             22.5  435  Franklin  Growth  Fund-I  19.5  2 

Phoenix  Equity  Opportunities-A                -3.5  412  California  S&P  500  Index  34.1  2 


Expenses 


Highest 

Lowest 

Fund 

Total  return 

Annual 

Fund 

Total  return 

Annual 

last 

expenses 

last 

expenses 

1 2  months 

per  $100 

12  months 

per  $100 

VanKamp  Amer  Real  Estate 

37.3% 

$2.60a 

SSGA  S&P  500  Index 

34.4% 

$0.17a 

Fidelity  Select-Transportation 
Rightime  Fund 
Calvert  Strategic  Growth-A 
Dean  Witter  Health  Sciences 

17.3 

2.48a 

California  S&P  500  Index 

34.1 

0.20a 

-1.8 

2.45 

Vanguard  Index-Growth 

38.2 

0.20 

-21.0 

2.30a 
2.20 

Vanguard  Index-Value 

30.7 

0.20 

-11.1 

Vanguard  lndex-500  Portfolio 

34.6 

0.20 

a:  Net  of  absorption  of  expenses  by  fund  sponsor 
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Market  caps 


Largest  Smallest 


Fund 

Total  return 

last 
12  months 

Median 
market  cap 
($bil) 

Fund 

Total  return 

last 
1 2  months 

Median 
market  cap 
($bil) 

Homestead  Value  Fund 

26.5% 

$55.8 

Perkins  Opportunity  Fund 

-28.9% 

$0.1 

Principal  Preservation-S&P  100  Plus 

31.4 

50.3 

Heartland  Group-Value 

21.7 

0.1 

Dreyfus  Appreciation  Fund 

35.4 

49.5 

Pimco  Micro  Cap  Growth-lnst 

20.1 

0.1 

Reynolds  Blue  Chip  Growth 

41.2 

45.9 

Fremont  US  Micro-Cap 

18.6 

0.1 

Marshall  Large-Cap  Growth  &  Income 

29.5 

44.9 

Royce  Micro-Cap  Fund 

14.6 

0.2 

Asset  growth 

Biggest  gainers 

Biggest  shrinkers 

Fund 

Total  return 

last 
12  months 

Increase 
in  assets 
($mil) 

Fund 

Total  return 

last 
12  months 

Shrinkage 
in  assets 
($mil) 

Vanguard  lndex-500  Portfolio 

34.6% 

$17,879 

Janus  Venture  Fund 

-3.4% 

-$652 

Fidelity  Growth  &  Income 

29.8 

11,919 

Dean  Witter  Utilities 

10.7 

............. 

-648 

Putnam  Fund  for  Growth  &  Inc-A 

29.2 

10,546 

Franklin  Utilities  Fund-I 

-610 

Washington  Mutual  Investors 

32.4 

10,341 

Keystone  Small  Co  Growth  (S-4) 

0.7 

-480 

Investment  Co  of  America 

30.5 

8,163 

Amer  Century-20th  Vista-I 

-8.1 

-423 

Tax  efficiency 

Best 

Worst 

Fund 

Aftertax  return 
as  percentage 
of  pretax  return' 

Fund 

Aftertax  return 
as  percentage 
of  pretax  return' 

Copley  Fund 

100.0% 

Pacific  Horizon-Aggressive  Growth-A 

82.3% 

TCW/DW  Small  Cap  Growth  Fund 

100.0 

VanKamp  American  Comstock  Fund-A 

84.8 

PBHG  Growth  Fund 

100.0 

Safeco  Growth  Fund 

85.4 

Waddell  &  Reed  Total  Return-B 

99.7 

Alliance  Quasar  Fund-A 

85.7 

White  Oak  Growth  Stock 

99.7 

Value  Line  Special  Situations  Fund 

85.9 

'See  Rules,  page  162,  for  explanation. 


Price/earnings  ratios 


Highest 

Lowest 

Fund 

Total  return 

last 
12  months 

Weighted 
average 
P/E 

Fund 

Total  return 

last 
1 2  months 

Weighted 
average 
P/E 

Homestead  Value  Fund 

26.5% 

55.7 

Colonial  Global  Utilities-A 

22.3% 

10.6 

Robertson  Stephens  Emerging  Growth-A 

10.4 

50.2 

Pioneer  Capital  Growth-A 

13.2 

11.3 

MAS-Mid  Cap  Growth 

7.6 

41.7 

Franklin  Global  Utilities-I 

21.3 

12.0 

Jundt  Growth  Fund-A 

8.0 

40.5 

Kemper-Dreman  Small  Cap  Value-A 

22.0 

12.1 

Govett  Smaller  Companies-A 

-26.4 

40.2 

Oppenheimer  Quest  Value-A 

28.3 

12.3 
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"Emerging  markets"  has  a  wonderful  ring  to  it,  suggestive 
of  explosive  growth.  But  explosions  are  dangerous. 

Czech-out  time 


By  Juliette  Rossant 

Investors  who  yearn  to  make  a 
killing  have  seen  some  startling  num- 
bers in  emerging  markets  lately: 
Russia,  up  166%  over  the  past  year; 
Hungary,  up  53%. 

Before  you  dive  in,  listen  to 
the  cautionary  tale  of  the 
Czech  Republic,  not  long  ago 
the  shining  light  in  the  dim, 
former  communist  bloc. 

"The  fish  is  rotten  from  the 
head  down,"  says  Pierre  Davi- 
ron,  portfolio  manager  of 
Oppenheimer  &  Co.'s  Czech 
Republic  Fund.  Adds  Elisa 
Mazen,  comanager,  "We  are 
looking  for  a  single  reason  to 
stay.  We  haven't  seen  one  yet." 

In  the  past  year  the  net  asset 
value  of  this  fund  has  dropped 
0.7%.  The  showing  would  have 
been  far  worse  if  the  fund  man- 
agers hadn't  seen  what  was 
coming.  They  shifted  in  April 
to  a  defensive  strategy,  with 
only  50%  of  the  fund's  assets  in 
Czech  stocks,  down  from  85% 
a  year  ago.  If  the  fund  contin- 
ues with  its  defensive  strategy, 
it  could  drop  its  Czech  hold- 
ings entirely  without  even  seek- 


ing shareholder  approval.  "We  start- 
ed with  1,700  companies  [on  the 
Prague  Stock  Exchange],  and  now 
there  are  fewer  than  20  worth  even 


considering  for  investment,"  says 
Daviron. 

In  1990,  when  the  Soviet  satellites 
were  spinning  off,  the  Czech  Repub- 


Cool  funds  in  hot  spots 


Fund 

Annual 
expenses 
per $100 

Return* 

Volatility* 

P/E 

Price/ . 
book 

Assets 
($mil) 

Templeton  Developing  Markets  1 

$2.03 

14.3% 

13.1% 

19.9 

2.8 

$567 

Vanguard  Intl  Equity  Emerging  Market 

0.60 

10.7 

18.4 

20.4 

ro 

553 

DFA  Emerging  Markets 

1.15 

10.2 

18.2 

23.1 

4^3 

466 

SSgA  Emerging  Markets 

1.28 

14.1 

18.6 

20.8 

2.3 

453 

Merrill  Lynch  Developing  Cap  Markets  A 

1.54 

io.o 

14.9 

19.6 

3.3 

148 

Lazard  Emerging  Markets  Institutional 

1.36 

12.2 

16.6 

15.5 

2.7 

79 

SIT  Developing  Markets  Growth 

2.00 

9.5 

14.6 

30.7 

5.7 

62 

Average  Diversified  Emerging  Market 

2.10 

7.2 

17.2 

'Annualized,  past  three  years. 


Source:  Morningstar,  Inc. 


What's  emerging? 
Some  of  these 
funds  emphasize 
cheap  assets;  oth- 
ers, high-flying 
growth.  All  are 
betting  on  a 
future  that's  bet- 
ter than  the  past. 
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lie  made  all  the  right  moves.  It  rapid- 
ly adopted  a  constitution,  civil  and 
criminal  codes,  free-market  policies 
and  a  mass  voucher-based  privat- 
ization program.  Oppenheimer 
launched  the  fund  in  October  1994, 
at  a  time  of  tremendous  optimism, 
raising  $60.5  million. 

By  the  spring  of  1995  Daviron, 
who  has  been  manager  of  the  fund 
since  its  inception,  began  to  notice  a 
gradual  backsliding  by  the  Czech 
government,  starting  with  stepped-up 
preelection  spending  by  Prime  Min- 
ister Vaclav  Klaus.  "He  started  saying 
that  the  transition  was  over,  deluding 
himself  that  they  had  done  what  they 
had  to  do,"  says  Daviron. 

In  fact,  key  elements  in  the  transi- 
tion had  gone  wrong.  Laws  had  been 
passed,  but  no  structure  established 
for  administering  justice  or  handling 
bankruptcy.  Publicly  owned  banks 
were  encouraged  to  continue  to  lend 
to  foundering  companies  in  order  to 
maintain    bloated    payrolls.  The 


vouchers-for-shares  program  that  pri- 
vatized government-owned  compa- 
nies started  well — and  ended  badly. 
Controlling  shares  ended  up  in  the 
hands  of  investment  funds  run  by 
people  more  adept  at  siphoning  off 
money  for  themselves  than  investing 
in  growth. 

"The  population  had  40  years  of 
the  communist  saying:  Tf  you  don't 
steal,  you  are  stealing  from  your 
family,'  "  says  Daviron  sadly.  Just  one 
example:  Managers  of  engineering 
company  Prvni  Brnenska  Strojina 
stripped  the  company's  assets  and 
transferred  them  to  other  companies 
in  which  they  held  shares. 

The  few  companies  the  Czech 
Republic  Fund  still  owns  are  not 
screaming  bargains.  CKD  Praha  (1996 
sales,  $406  million)  manufactures 
trams,  diesel  engines  and  locomo- 
tives. It  has  plenty  of  competition 
from  much  bigger  outfits,  like 
Siemens  and  GE.  CKD  trades  at  13 
times  projected  1997  earnings.  The 


average  price/earnings  multiple  for 
the  Prague  Stock  Exchange  is  17.4. 
That's  stiff  in  a  nation  that  has  yet  to 
learn  genuine  capitalistic  habits. 

The  Czech  Republic  Fund  is  shift- 
ing its  equity  investments  to  Poland, 
Hungary  and  Austria,  but  not  to 
Russia. 

Why  not  Russia?  "The  same  people 
looting  companies  in  Prague  are 
doing  it  in  Moscow,"  says  Daviron. 
"Investors  have  no  idea  what  they  are 
in  for." 

Look  out  ten  years,  and  the  Czech 
Republic  has  lots  of  promise.  In  time 
the  government  will  do  the  right 
thing.  But  getting  from  here  to  there 
is  going  to  be  painful  and  dangerous. 

Moral:  Don't  invest  in  emerging 
markets  unless  you're  prepared  to  sit 
through  frightening  setbacks.  Get  a 
fund  that  is  well  diversified  among 
markets,  has  a  record  going  back  at 
least  three  years  and  has  a  reasonable 
expense  ratio.  The  table  lists  seven 
worthy  of  your  attention.  MB 


Short-term  fever? 


5     by  B.Grady 


Oh  you've  got  it  alright.  Between  the 
sandwich  you  downed  on  the  freeway 
to  make  that  meeting  on  the  opposite 
side  of  the  city,  and  the  mad  dash  home 
to  catch  enough  of  Tommy's  soccer 
game  so  as  not  to  be  late  for  Bridget's 
ballet  recital,  you're  knee-deep  in  it. 
Welcome10  the  snort  -term  v/or\d. 


thinking  that  powers  every  other  facet 
of  your  life  has  finally  driven  into  your 
investment  psyche.  But  let's  remember 
why  you  invested  in  the  first  place:  for 
tomorrow.  It's  a  long-term  goal.  That's 
why  there's  a  straightforward  long-term 
discipline  behind  every  Kemper  Fund. 
So  thaX    short-term  fever 


HERE'S  A  LONG-TERM 
BREAKTHROUGH. 


^  v\v*S 


-Of 


^oa\  wha*he 
-yV  hy  it's  that  Kemper  Funds  long-term 
line  again.  Uh...  where  were  we?  Oh 
yeah.  Well,  with  experts  nervous  about 
how  the  market  can  continue  to  hit  new 
highs,  it's  no  wonder  the  short-term 

"/  couldn't  sit  through  my 
favorite  sitcom  for  more  than 
five  minutes... I  couldn't  even 

bring  myself  to  order  slow- 
roasted  chicken." 


ride 


out  % 


in  actn 


of  an  active  market  is  what  Kemper's 
been  doing  for  nearly  50  years  now  — 
in  a  world  that's  become  increasingly 
short-term  focused.  If  their  long-term 
discipline  can  cut  through  an  everyday 
scenario  this  easily,  imagine  what 
Kemper  Funds  can  do  for  your  portfolio. 

Ask  your  financial  advisor  about 
the  long-term  thinking  behind  Kemper 
Funds.  Or  call  l-888-Kemper-7  ext.  917 
or  visit  www.kemper.com 


pire 


do 
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Long-term  investing  in  a  short-term  world51 

For  a  prospectus  containing  more  complete  information 
including  management  fees  and  expenses,  call  Kemper. 
Please  read  it  carefully  before  investing  or  sending 
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Are  funds  of  funds  a  good  idea  for  you?  Only  if  you  meet  three  conditions, 
having  to  do  with  portfolio  size,  costs  and  taxes. 


House  blends 

By  Mary  Beth  Grover 

First  there  were  stocks.  Then 
there  were  portfolios  of  stocks,  called 
funds.  And  now  there  are  portfolios 
of  funds. 

It  all  sounds  needlessly  confusing, 
but  the  investing  public  seems  to  like 
the  extra  layer  of  complexity.  There 
are  now  80  funds  of  funds,  according 
to  Chicago-based  fund  rater  Morn- 
ingstar,  Inc.,  more  than  twice  the 
number  just  18  months  ago.  Funds 
of  funds  have  $18  billion  in  assets. 


One-stop  shopping 


Funds  of  funds 

Annual 
expenses 
per $100 

Stock  /  bond  /  cash 

allocation 
(total  equals  100%) 

Number 

of 
funds 

% 

international 

Fidelity 

Freedom  Income 

$0.70' 

22  /39/39 

11 

0% 

Freedom  2000 

0.831 

45/43/12 

17 

5 

Freedom  2010 

0.911 

70/30/0 

17 

10 

Freedom  2020 

0.931 

83/17/0 

16 

13' 

Freedom  2030 

0.951 

86/14/0 

16 

15 

T.  Rowe  Price 

Spectrum  Income 

0.78 

14/75/11 

7 

7 

Spectrum  Growth 

0.81 

92/1/7 

7 

30 

Spectrum  International 

1.01 

86/9/5 

8 

95 

Scudder 

Pathway  Series-Conservative 

0.97 

41/50/9 

10 

14 

Pathway  Series-Balanced 

1.05 

58/39/3 

10 

30 

Pathway  Series-Growth 

1.22 

78/21/1 

10 

45 

Pathway  Series-International 

1.36 

88/11/1 

8 

99 

Vanguard 

Star 

0.37 

62  /25/  13 

9 

0 

Total  International 

0.38 

100/0/0 

3 

100 

Vanguard  LifeSti  ategy  Portfolios 

Income 

0.31 

29/71/0 

4 

0 

Conservative  Growth 

0.31 

50/50/0 

5 

5 

Moderate  Growth 

0.32 

70/30  /0 

4 

10 

Growth 

0.32 

89/10/1 

4 

15 

'Absorbing  expenses  of  2  cents  a  year.  Sources:  Fund  managers;  company  reports. 


Stocks,  bonds,  cash,  evss;  international  exposure,  for  less  than 
$1.25  per  $100.  Minimum  investment  for  retirement  accounts 
ranges  from  $500  to  §l.f)00. 


Are  they  a  good  deal?  Yes  and  no. 
For  certain  indecisive  people,  there  is 
something  to  be  said  for  buying  a 
prepackaged  mix  of  other  funds.  A 
good  fund  of  funds  can  allow  instant 
diversification  among  stocks,  bonds 
and  cash,  and  sometimes  even  foreign 
assets. 

So  what's  not  to  like  about  these 
things?  A  lot,  having  to  do  with  flex- 
ibility, costs  and  taxes.  Before  you 
contemplate  buying  a  fund  of  funds, 


verify  that  you  can  answer  "yes"  to 
these  three  questions. 

First,  are  you  a  piker?  We  define  a 
piker  as  someone  with  less  than 
$10,000  to  invest.  If  you  have  more 
than  that,  you  can  afford  to  get  sepa- 
rate funds  for  stocks,  bonds  and  for- 
eign stocks.  And  you  probably 
should,  in  order  to  have  flexibility  in 
how  you  allocate  your  assets.  Why  be 
tied  to  a  rigid  percentage?  Your  cir- 
cumstances could  change. 

Second,  are  you  looking  at  an  eco- 
nomical fund  of  funds?  There  are 
some  very  reasonably  priced  options 
out  there  (see  table),  but  also  a  large 
collection  of  rip-offs.  The  very  struc- 
ture of  the  product  creates  a  great 
temptation  to  add  an  extra  layer  of 
fees — a  percentage  for  the  compo- 
nent funds,  plus  another  fat  fee  for 
the  expertise  in  blending  them.  But 
you  don't  have  to  put  up  with  this 
nonsense.  Such  no-load  families  as  T. 
Rowe  Price,  Scudder  and  Vanguard 
are  quite  willing  to  blend  their  funds 
at  no  additional  charge. 

Add  all  the  fees  together.  Your 
annual  expense  burden  should  not 
exceed  $1.25  per  $100  of  assets. 
More  than  that,  just  walk  away.  The 
Maxus  Laureate  Fund  runs  up  a  com- 
bined expense  total  of  $4.30  per 
$100.  It  is  appalling  that  anybody 
pays  this. 

Third  question:  Is  this  fund  of 
funds  going  into  a  tax-sheltered 
account  like  an  IR\?  If  the  answer  is 
no,  you  really  shouldn't  own  it. 
Instead,  you  should  buy  two  or  more 
of  the  component  funds  separately. 
That  gives  you  maximum  flexibility  in 
planning  tax  losses. 

Say  you  have  $6,000  that  could  go 
into  a  fund  of  funds  divided  50/50 
between  a  global  stock  fund  and  a 
bond  fund.  Now  let's  say  that  over 
the  next  year  the  bond  fund  goes  up 
20%  and  the  stock  fund  goes  down 
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The  way  things  are  going,  there  will  be 
more  funds  than  stocks.  You  can  even  buy 
one  that  invests  only  in  funeral  stocks. 

Enough  already 


20%.  In  a  fund  of  funds,  you  have  a 
break-even  $6,000  account.  With 
separate  purchases,  you  have  a  $600 
gain  here  and  a  $600  loss  there.  Take 
the  loss  and  reinvest  in  a  similar  stock 
fund.  The  loss  is  deductible. 

Just  two  funds  of  funds  have  been 
around  long  enough  for  us  to  rate 
them  in  the  tables  that  begin  on  page 
166.  The  Vanguard  Star  fund  (found 
with  balanced  funds  on  page  196) 
divvies  its  assets  among  nine  Van- 
guard funds  running  the  gamut  from 
cash  to  bonds  to  small-company 
stocks  to  blue  chips.  We  rate  it  a  B  in 
both  up  and  down  markets.  Cost:  a 
grand  total  of  37  cents  per  $100 
annually. 

T.  Rowe  Price  offers  two  seasoned 
funds  of  funds:  a  bond  fund  called 
Spectrum  Income  (found  with  bond 
funds  on  page  228)  and  a  stock  port- 
folio called  Spectrum  Growth  (found 
with  stock  funds  on  page  166).  The 
company  doesn't  make  the 
stock/bond  mix  choice  for  investors. 
Forbes  gives  T.  Rowe  Price  Spectrum 
Income  grades  of  B  in  both  up  and 
down  markets. 

Schwab  introduced  three  funds  of 
funds  last  fall.  The  products  carry 
from  18  to  25  ingredients.  "You  take 
on  too  many  funds,  and  you  can  get  a 
high-priced  index  fund,"  says  Morn- 
ingstar,  Inc.  analyst  Todd  Porter.  We 
don't  know  if  these  funds  are  going 
to  turn  into  de  facto  index  funds.  But 
Porter  is  right  about  one  thing,  the 
high  price.  The  Schwab  funds  will 
cost  you  $1.60  to  $1.86  a  year  per 
$100.  Avoid  them.  W 
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By  William  P.  Barrett 

Take  three  popular  investment  ideas: 

■  Index  funds,  which  mechanically 
track  a  group  of  stocks; 

■  Sector  funds,  which  allow  you  to 
make  a  bet  on  one  industry; 

■  Performance  histories,  which  are 
what  this  annual  fund  survey  is 
all  about. 

Mix  them  together.  What  do  you 
get?  One  of  the  silliest  products  Wall 
Street  has  ever  come  up  with:  an 
index  fund  that  specializes  in  funeral 
homes  and  cemeteries. 

The  Pauze  Tombstone  Fund  buys 
stocks  of  companies  that  do  things 
like  run  funeral  homes  and  cemeter- 
ies, make  caskets  and  headstones,  or 
sell  burial  insurance.  There  are  only 
nine  publicly  traded  death-care  com- 
panies, and  this  fund  owns  all  nine  of 
them,  in  proportion  to  their  market 
capitalizations.  About  half  the  $3  mil- 
lion fund  is  in  just  one  stock,  Service 
Corp.  International. 

What's  the  purpose?  Asserts  Philip 
C.  Pauze  (rhymes  with  San  Jose),  the 
fund's  56-year-old  founder  and  man- 
ager: "Death  is  an  industry  sector  that 
is  largely  undiscovered.  There  are 
more  and  more  people,  and  they're 
going  to  die.  The  demographics  are 
very  good." 

A  depressing  thought,  and  a  lousy 
investment  idea.  There's  no  need  to 
pay  Pauze  a  management  fee  if  you 
want  to  buy  a  death  stock  or  two. 

The  mutual  fund  industry  is  boom- 
ing, with  $4  trillion  in  assets.  That's  a 
good  thing,  reflecting  as  it  does  a 
strong  economy  and  a  rebirth  of 
saving.  It  is  not  necessarily  a  good 
thing  that  close  to  10,000  funds  vie 
for  your  attention,  many  of  them, 
moreover,  with  two,  three  or  even 
four  different  classes  of  shares.  The 
whole  idea  of  a  mutual  fund  was  to 
save  individuals  the  difficult  task  of 
picking  stocks.  Now  it's  almost  as 


tough  to  pick  funds. 

You  may  be  tempted  to  throw  up 
your  hands.  How  can  you  begin  to 
sort  through  all  the  options? 

The  first  rule:  Be  wary  of  perfor- 
mance histories  that  aren't  real  results 
of  real  mutual  funds.  In  the  case  of 
Pauze  Tombstone,  there  is  no  real 
history.  The  fund  is  only  three 
months  old.  So  Pauze  trumpets  a  dif- 
ferent performance  history,  that  of  the 
index  he  is  tracking. 

And  what  index  is  that?  Something 
he  modestly  calls  the  Pauze  Tomb- 
stone Common  Stock  Index.  Earlier 
this  year  he  chose  Jan.  1,  1986  as  the 
base  and  figured  out  the  subsequent 
performance  of  death-care  stocks, 
weighted  for  their  market  caps. 
According  to  his  numbers,  since  1986 
the  index  would  have  handily  outper- 
formed the  Dow  Jones  industrial 
average,  the  S&P  500  and  just  about 
everything  else. 

Terrific  hindsight.  For  half  of  that 
period  the  index  consisted  of  just  two 
or  three  stocks,  the  main  one  of 
which — Service  Corp. — has  been 
humming. 

Do  you  see  the  absurdity  in  this 
exercise?  Anybody  could  pick  a  hot 
stock — say,  Home  Depot — build  an 
"index"  around  it,  call  it  the  Home 
Center  Index — and  discover  that  the 
index  has  beaten  the  pants  off  the 
Dow  industrials  over  the  past  decade. 
Yes,  you  could  have  made  a  lot  of 
money  in  Home  Depot  or  Service 
Corp.  if  you  had  bought  them  in  the 
1980s.  But  is  that  reason  enough  to 
buy  the  stocks  now?  Yesterday's  hot 
number  is  more  often  than  not 
tomorrow's  cold  cucumber. 

The  second  rule:  Be  wary  of  funds 
with  high  costs  of  ownership.  Since 
Pauze  Tombstone  is  an  unmanaged 
index  fund,  in  which  investment 
expertise  plays  no  role,  you  might 
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Philip  C.  Pauze 
in  a  favorite  venue 
High  fees 
and  little 
history. 


expect  expenses  to  be  low.  Wrong. 
Pauze  Tombstone's  prospectus  fig- 
ures annual  expenses  at  1.13%  of 
assets  for  Class  A  shares  bought  with 
an  up-front  sales  load.  This  is  nearly 
six  times  the  expense  ratio  of  the  no- 
load  Vanguard  500  Index  Trust. 
Pauze  says  the  expense  ratio  will  come 
down  if  people  flock  into  the  tiind. 

How  did  Pauze  comt  by  this 
bizarre  investment  idea?  Well,  for 
years  he  had  been  a  stockbroker  in 
Houston,  where  the  fund  is  based  and 
where  it's  difficult  not  to  notice  the 


success  of  Houston-based  Service 
Corp.,  a  chain  of  over  3,000  funeral 
homes.  Also,  Pauze  had  it  in  his 
blood.  His  father  was  a  casketmaker 
near  Springfield,  Mass.,  and  raised  the 
family  in  a  converted  funeral  parlor. 
"We  had  a  big  family,  and  it  had  a  lot 
of  space,"  Pauze  recalls. 

That  may  or  may  not  have  been 
Pauze's  inspiration  (he  pleads  other 
reasons  for  starting  his  fund),  but  it 
isn't  a  good  reason  for  you  to  buy 
it — or  any  of  the  other  hundreds  of 
strange  items  clogging  the  fund  lists. 


Confine  your  attention  to  funds 
that  have  already  delivered  good 
results  over  at  least  a  few  years — 
"good"  in  relation  to  the  risks  they 
have  taken. 

Now  focus  on  funds  with  a  reason- 
able cost  of  ownership  (load  and 
expense  ratio).  We've  done  all  this  for 
you  in  the  Best  Buy  tables  that  begin 
on  page  122  and  in  the  Honor  Roll 
on  page  140.  There  is  plenty  of  first- 
class  merchandise  around.  No  reason 
to  let  someone  sell  you  on  something 
untested.  H 
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Before  you  invest, 
measure  our  success. 


When  choosing  investments  to  fund  a  company's 
etirement  plan,  brand  names  don't  always  measure  up. 
t  pays  to  look  past  big  name  mutual  funds  to  the  retire- 
nent  accounts  of  The  Principal?  And  for  good  reason. 

Based  on  overall  performance  for  the  last  three 
'ears,  our  retirement  accounts  outperformed  mutual 
unds  with  the  most  401  (k)  and  defined  contribution 
>lan  assets  in  eight  major  categories*  This  is  the 
esult  of  disciplined,  long-term  strategies  and  some 
if  the  lowest  expenses  in  the  industry. 

You  get  fully  integrated  retirement 
>lan  services,  plus  a  satisfaction  guaran- 
ee.  All  this  from  a  company  committed 
j  fulfilling  customers'  needs  for  118  years 


the; 


The  Principal  outperforms 

BIG  NAME  MONEY  MANAGERS 

'Average  annual  return  after  investment  expenses  1994-1996 

3-Year 

3-Year 

Cateqorv 

Mutual  Fund 

Net  Return' 

Principal  Retirement  Account 

Net  Return' 

Growth 

Fidelity  Magellan 

14.48% 

Medium  Company  Blend 

18  69% 

Growth  &  Income 

Vanguard  Windsor 

17.98 

U.S.  Stock 

18.33 

Equity-Income 

Fidelity  Equity-Income 

16.94 

Medium  Company  Value 

18.26 

Small  Company 

Janus  Venture 

12.93 

Small  Company  Blend 

16.33 

Foreign  Stock 

Templeton  Foreign 

9.60 

International  Stock 

11.59 

Corporate  Bond 

Fidelity  Intermed.  Bond 

4.64 

Bond  &  Mortgage 

6.43 

Gov't  Mortgage 

Fidelity  Ginnie  Mae 

6.22 

Government  Securities 

5.38 

Balanced 

Fidelity  Puritan 

12  49 

Stock  Emphasis  Balanced 

12.39 

AVERAGE 

11.91% 

13.43% 

No  wonder  more  employers  choose  us  to  administer 
their  401(k)  plans  than  any  mutual  fund,  bank  or 
insurance  company.** 

To  learn  more  about  what  can  make 
your  retirement  plans  work  best,  give  us 
a  call  at  1-800-255-6613.  Or  contact  us  at 
www.principal.com  on  the  Internet. 


Financial 
Group 


401(k)  and  Pension  •  HMO/PPO  •  Mutual  Funds  •  Securities  •  Annuities 
Life,  Health,  Dental  and  Disability  Insurance  •  Home  Mortgages 

©1997  Pnncipal  Mutual  Life  Insurance  Company,  Des  Moines,  IA  50392.  'Pensions  &  Investments,  February  7, 1994,  "Mutual  Funds  With  The  Most  Defined  Contribution  Assets." 
"CFO  magazine,  April/May  1996,  Senior  Financial  Executive  Ranking.   The  Principal  retirement  accounts  referenced  are  used  with  our  group  annuity  contracts  and  sold  to  qualified  retirement  plans, 
'roducts  and  services  offered  through  Principal  Mutual  Life  Insurance  Company  (The  Principal)  and  its  subsidiaries.  Mutual  funds  distributed  through  Princor  Financial  Services  Corporation  (member  SIPC). 

Securities  through  Principal  Financial  Securities,  Inc  Securities  and  health  care  products  not  available  in  all  states. 
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Rules  of  the  game 


In  bull  markets  and  in 
bear,  three  things  matter 
in  picking  a  fund:  cost,  risk 
and  performance.  We  have 
designed  these  tables  of  fund 
ratings  to  highlight  all  three. 

Cost  is  the  subject  of  the 
final  two  columns  in  the 
tables.  The  sales  charge  is  a 
one-time  commission;  the 
annual  expense,  the  ongoing 
burden  from  fees  and  over- 
head on  a  fund's  assets. 

Risk,  of  particular  concern 
with  the  market  in  unchart- 
ed territory,  is  measurable  in 
many  ways,  each  more  con- 
voluted than  the  next.  Our 
method  is  easy  to  under- 
stand: We  signal  a  fund's 
riskiness  by  showing  you 
what  happens  to  the  fund  in 
a  bear  market. 

Though  many  novice 
investors  lose  sight  of  the  fact 
in  a  long  bull  market,  risk 
and  performance  are  inti- 
mately intertwined.  You  can 
have  terrific  performance  by 
taking  big  bets  during  a  bull 
market.  But  where  does  that  leave  you 
if  you  get  killed  in  a  bear  market? 
Unless  you  have  nerves  of  steel,  you 
are  better  off  in  a  fund  rated  B  and  B 
by  Forbes  than  one  rated  A  for  bull 
markets  but  C  or  F  for  bear  markets. 
The  Delaware  Trend  Fund  racked  up 
a  43%  return  in  1995  and  a  74% 
return  in  1991,  an  A  for  up  market 
performance.  Nice,  but  not  a  Forbes 
pick  because  this  fund  has  gotten 
pummeled  in  bear  markets. 

In  contrast,  some  funds  that  look 
rather  ordinary  in  today's  very  hot 
stock  market  are  in  fact  doing  an 
excellent  job  of  delivering  results 
while  moderating  their  risk.  Oppen- 
heimer  Growth  is  a  case  in  point. 
You'll  find  more  like  this  one  among 
our  Honor  Roll  funds 

Our  grading  system  works  on  a 
curve.  The  top  5%  of  funds  are 
graded  A+;  the  next  15%,  A;  the  next 
25%,  B;  the  next  25%,  C;  the  next 
25%,  D;  and  the  bottom  5%,  F. 


Newer  funds  don't  get  grades 
because  we  evaluate  results  over  at 
least  five  years.  For  stock  funds  we 
look  back  across  four  market  cycles; 
funds  that  have  been  around  for  only 
three  cycles  are  graded  but  flagged 
with  a  bullet.  In  the  case  of  global 
equity  and  junk  funds,  the  basic 
rating  period  is  three  cycles;  funds 
that  have  been  around  for  only  two 
are  bulleted.  Our  cycles  for  domestic, 
global  and  foreign  stock  funds  date 
back  to  August  1987;  for  junk  funds, 
to  February  1987.  For  bond  and  bal- 
anced funds  we  use  a  blend  of  all  up 
months  since  June  1992  to  get  a  bull 
market  grade  and  a  blend  of  all  down 
months  for  the  down  grade. 

To  appear  in  the  survey  a  fund 
must  be  in  existence  for  three  years 
and  meet  an  asset  minimum:  for 
stock,  balanced,  foreign  and  global 
funds,  $50  million;  for  fixed-income 
funds,  $500  million  ($100  million  for 
single-state  munis).  With  the  excep- 


tion of  junk  bond  funds,  which  must 
be  managed  like  stock  portfolios,  we 
draw  the  line  on  bond  offerings  with 
expenses  exceeding  1%  of  assets 
annually.  We  don't  think  expensive 
bond  funds  have  any  place  in  your 
portfolio.  Among  money  funds  we 
list  only  large  low-expense  funds. 

Distributor.  We  list  the  phone 
numbers  and  minimum  investment 
requirements  for  fund  distributors 
beginning  on  page  257.  Call  them  to 
get  prospectuses.  Many  of  these 
funds  are  now  also  available  through 
Charles  Schwab  &  Co.,  Fidelity 
FundsNetwork  and  Jack  White  & 
Co.  These  middlemen  have  lower 
minimum  investment  levels. 

Total  return.  This  figure  assumes 
that  all  distributions  of  income  or 
capital  gains  are  reinvested.  Overhead 
and  management  expenses — but  not 
one-time  sales  charges — have  been 
deducted.  The  aftertax  results 
column  assumes  that  a  hypothetical 
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upper-middle-income  investor  paid 
taxes  at  one  rate  on  ordinary  distrib- 
utions and  at  a  lower  rate  on  capital 
gains,  then  reinvested  what  was  left  in 
additional  fund  shares. 

Weighted  average  p/e  shows  the 
typical  price/earnings  ratio  of  the 
fund's  stock  holdings.  A  high  number 
here  suggests  that  the  manager  likes 
risky  high-growth  stocks. 

Median  market  cap  indicates  the 
total  market  value  of  the  fund's  typi- 
cal stock;  a  small-stock  fund  will  have 
a  median  cap  of  $1  billion  or  less. 

Weighted  average  maturity  cap- 
tures some  of  the  interest  risk  in  a 
bond  fund;  a  bond  with  a  long  matu- 
rity tends  to  be  riskier  than  one  with 
a  short  maturity.  As  a  rule  of  thumb, 
a  one  percentage  point  shift  in  inter- 
est rates  causes  a  portfolio  with  a 
duration  of  X  to  move  up  or  down  in 
price  by  X%.  When  rates  rise,  the 
portfolio  will  fall,  and  vice  versa. 

Maximum  sales  charge  shows  the 
highest  commission  collected  by  the 
fund's  distributor,  including  any 
back-end  (exit)  charge.  In  most  cases 
this  charge  is  reduced  for  large  invest- 
ments. This  column  excludes 
redemption  fees  that  are  put  back 
into  the  pot  for  shareholders. 

The  annual  expense  column  mea- 
sures how  much  of  your  capital  is 
consumed  each  year  in  fees  and  over- 
head. We  recommend  bond  funds 
with  expenses  under  $1  per  $100  of 
assets;  U.S.  stock  funds,  under  $1.20; 
and  foreign  funds,  under  $2.  Use  the 
Best  Buy  tables  that  begin  on  page 
130  to  find  bargain  funds  with  good 
performance  records. 

Don't  ever  forget:  Funds  are  a 
product  in  which  you  often  get  more 
simply  by  paying  less. 

Data  come  from  Forbes'  own  sur- 
veys and  from  Lipper  Analytical  Ser- 
vices, Inc.  and  Morningstar,  Inc. 

We  may  sound  fuddy-duddy  in 
putting  so  much  emphasis  on  risk, 
but  the  pros  agree  on  one  thing: 
There  are  successful  stock  pickers  but 
no  successful  market  timers.  If  you 
want  the  long-term  benefits  of 
owning  stocks  without  having  to 
worry  constantly  about  when  to  get 
in  and  out,  you'll  be  way  ahead  finan- 
cially and  psychologically  in  a  fund 
that  achieves  good  results  without 
taking  inordinate  risks.  ■ 
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INCOME  STOCKS 
FOR  LOWER  RISK 


T.  Rcwe  Price  Equity  Income  Fund,  one  of  our  most  con 
servative  stock  funds,  seeks  substantial  income  and  capital 
growth  over  time  with  reduced  risk.  The  fund  invests  in  divi 
dend-paying  stocks  of  established  companies.  This  dividend 
emphasis  offers  investors  three  important  advantages: 
reduced  volatility,  a  relatively  steady  source  of  investment 
returns,  and  enhanced 
total  return  through  the 
reinvesting  and  com- 
pounding of  dividends. 

A  strategy  that  has  out- 
performed Lipper  and 
earned  Morningstar  s 
highest  rating.  The  fund 
has  consistently  outper- 
formed its  Lipper  Cate- 
gory Average.  And,  it  was 


Average  Annual  Total  Returns 

as  of  6/30/97* 

■  Equity  Income  Fund 

■  Lipper  Equity  Income  Funds  Average 

2172%  26.73% 


1  year 


5  years 


10  years 


awarded  a  five-star  (*****)  rating  for  its  overall  risk- 
adjusted  performance  by  Morningstar.  The  fund  was  rated 
among  1,997;  1,134,-  and  618  domestic  equity  funds  for  the 
3-,  5-,  and  10-year  periods  ended  6/30/97,  respectively.** 

If  you  want  the  return  potential  of  stocks  but  would  like 
to  reduce  your  exposure  to  the  ups  and  downs  of  the  market, 
this  fund  may  be  an  appropriate  addition  to  your  portfolio. 
As  with  any  stock  fund,  there  will  be  price  fluctuation. 
$2,500  minimum  ($1,000  for  IRAs).  No  sales  charges. 

Call  24  hours  for  a  free  information  kit 
including  a  prospectus 

1-800-541-6627 

www.  troweprice.  com 


Invest  With  Confidence 

T.RoweRice 


*Source:  Lipper  Analytical  Services,  Inc.  Figures  include  changes  in  principal  value,  reinvested  dividends,  and 
capital  gain  distributions.  Investment  return  and  principal  value  will  vary,  and  shares  may  be  worth  more  or  less  at 
redemption  than  at  original  purchase. 

** Morningstar  proprietary  ratings  reflect  historical  risk-adjusted  performance  as  of  6/30/97.  These  ratings  may 
change  monthly  and  are  calculated  from  the  fund's  3-,  5-,  and  10-year  average  annua!  returns  in  excess  of  90-day 
Treasury  bill  returns  with  appropriate  fee  adjustments  and  a  risk  factor  that  reflects  fund  performance  below  90-day 
Treasury  bill  returns.  The  fund  received  5  stars  for  the  3-,  5-,  and  10-year  periods  Ten  percent  of  the  funds  in  an  invest- 
ment category  receive  5  stars. 

Past  performance  cannot  guarantee  future  results.  Read  the  prospectus  careful'y  before  investing.  T.  Rowe  Price 
Investment  Services,  Inc.,  Distributor.  EIF0.V7289 


You  are;  required 

to  sit  in  an  8  foot  bv  12  foot  cell  called  an  office. 


You  are  required 

to  wear  a  regulatory  uniform  called  a  suit. 


You  are  require* 


to  fly  to  places  where  the  only  hotel  is  a  motel. 


How  you  work 
when  they  set  you  free, 
however. 


is  entirely 


■ 


up  to 


you. 


■ 

■ 


■ 


Then   -  Armada  7300  is  the  notebook  that  balances  mobility  with  the  high  performance  of  pW^^^ 
a  desktop.       >nly  6  lbs,  it  comes  with  up  to  a  166MHz  Pentium*  processor  with  MMX  "  technol- 
ogy,  up  to  2.K;B  hard  drive,  up  to  32MB  of  RAM  (upgradeable  up  to  128MB),  a  33. 6K  modem  ^ 

pentium 

'f  1997  Compaq  Computer  Corporation.  All  rights  reserved  t  iinpaq  registered  U.S.  Patent  and  Tradcmarl--  (ffice.  Armada  is  a  trademark  of  Compaq  Computer  Corporation.  The  Intel  Inside  Logo  and  Pentium  are  registered  traM 
faster  downloads  from  K56llex  compliant  digital  sources  Maxin  am  achievable  download  transmission  rat.  .  ,ire  currently  unknown,  mav  not  reach  56Kbps,  and  will  vary  depending  on  line  conditions. 


Lrmada  7300  gives  you  the  power  and  freedom  to  work  however  and  wherever  you  darn  well  please.  To 

pcate  a  Compaq  Authorized  Reseller,  call  1800-943-7656  or  visit  www.compaq.com/products/portables/.  COMPAQ. 

bmark  of  Intel  Corporation.  Other  products  mentioned  may  be  trademarks  or  registered  trademarks  of  their  respective  companies.  '7350MT  Model  only-  'Upgrade  planned  for  year  end.  The  K56flex  protocol  is  designed  only  to  allow 


Stock  funds 


We  rate  stock  funds  through  four  up-and-down  market 
cycles;  to  be  graded,  a  fund  must  have  been  in  existence 
for  at  least  three  full  cycles,  or  since  May  31,  1990.  You 
should  pay  as  much  attention  to  the  cost  of  owning  a 
fund  as  to  its  past  performance.  The  variations  in  the  cost 
column  are  as  wide  as  those  in  the  results  column.  The 
Vanguard  Index  500  portfolio  is  hard  to  beat  in  efficien- 


cy, with  an  annual  cost  burden  of  only  20  cents  per  $100 
of  assets.  At  the  other  end  of  the  spectrum  is  Van  Kampen 
American  Capital  Real  Estate  Securities,  with  a  cost  of 
$2.60.  It  is  not  entirely  a  coincidence  that  the  index  fund 
is  hard  to  beat  in  performance,  too.  Only  67  of  the  789 
U.S.  stock  funds  shown  here  have  beaten  it  over  the  past 
three  years. 


11/30/87  to 
5/31/90 


10/31/90  to 
1/31/94 


Market 
Performance 


Up  Down 


Fund/distributor 


Annualized  total  return  $1 0,000 
8/31/87      3-year     grew  to 

to  (aftertax)1 
6/30/97 


Assets  Weighted 
6/30/97  average 
($mil)  P/E 


Median 
market 
cap 
($bil) 


Maximum  Annual 
sales  expenses 
charge  per 
$100 


Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

13.8% 
12.5% 

28.7% 
22.9% 

21.9 

$12.5 

$1.16 

D 

w  B 

AAL  Capital  Growth  Fund-A/AAL 

25.5% 

$18,925 

$2,028 

26.5 

$19.4 

4.00  % 

$1.06 

AAL  Mid  Cap  Stock-A/AAL 

25.1 

18,657 

539 

27.8 

2.3 

4.00 

1.35 

AAL  Utilities  Fund-A/AAL 

12.9 

13,923 

144 

15.8 

14.2 

4.00 

1.15 

B 

D 

AARP  Growth-Capital  Growth/Scudder 

12.6% 

25.7 

19,075 

1,095 

20.1 

24.1 

none 

0.90 

D 

A 

AARP  Growth-Growth  &  Income/Scudder 

13.6 

25.2 

18,611 

5,899 

15.4 

14.0 

none 

0.69 

Accessor  Growth  Fund/Bennington 

 * 

28.6 

20,124 

84 

19.7 

24.0 

none 

0.91 

Accessor  Smaii  to  Mid  Gap/Bennington 

24.5 

18,153 

126 

18.9 

1.8 

none 

1.12 

Accessor  Value  &  Income/Bennington 

 * 

25T 

18,501 

65 

15.3 

22.7 

none 

1.06 

A 

C 

Acorn  Fund/Acorn 

14.2 

18.6 

15,571 

3,221 

27.5 

0.5 

none 

0.57 

C 

C 

Addison  Capital  Shares/Janney 

11.9 

26.3 

18,667 

67 

16.0 

6.1 

none 

1.87 

C 

c 

......... 

Advantus  Horizon  Fund-A/Mimlic 

11.3 

23.3 

17,202 

50 

25.7 

22.5 

5.00 

1.44 

C 

AIM  Advisor-Equity  Pcrtfolio-A7AIM 

12.4 

24.2 

18,339 

161 

18.1 

27.3 

5.50 

1.56 

Three-year  return  6/30/94  through  6/30/97.  ■  Fund  rated  for  three  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full 
period.  'Hypothetical  three-year  return  for  upper-middle-income  investor  after  federal  tax  on  distributions;  no  deduction  for  load  or  for  tax  on  unrealized  gains. 

formerly  Invesco  Advisor-Equity. 

Sources:  Forbes;  Upper  Analytical  Services;  Morningstar  Inc. 
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STOCK  FUNDS 


FUND  SURVEY 


Market 
Performance 

Fund/distributor 

Annualized  total  return 

$10,000 
grew  to 
(aftertax) 

Assets 
6/30/97 
($mii) 

Weighted 

Median 
market 

Maximum 
sales 
charge 

Annual 

Up 

Down  I 

O/Ji/O/ 

to 

6/30/97 

j-year 

average 
P/E 

m 

cap 
($bil) 

per 
$100 

Standard  &  Poor's  500  stock  average 

FaPRP5  STOPF  UTTTvTn  fWMIMliC ITC 

13.8% 

28.7% 

/o 

^1  1ft 

D 

A 

AIM  Blue  Chip-A/AIM 

12.8% 

27.2% 

$19,172 

$580 

24. 1 

$10.2 

5.50% 

$l.3la 

A+ 

D 

AIM  Equity-Aggressive  Growth/AIM 

17.0 

26.9 

19,992 

3,411 

27.3 

1.2 

t 

1.06 

C 

A 

AIM  Equity-Charter-A/AIM 

13.3 

23.7 

17,662 

4,208 

20.5 

5.1 

5.50 

i.ib 

A 

F 

AIM  Equity— Constellation-A/AIM 

15.5 

23.3 

18,217 

13,018 

27.6 

6.0 

5.50 

1.12a 

C 

C 

AIM  Equity-Weingarten-A/AIM 

12.8 

24.5 

17,349 

5,945 

18.8 

4.6 

5.50 

1.11a 

C 

D 

AIM  Growth  Fund-A/AIM 

9.5 

24.2 

18,376 

570 

30.1 

2.4 

5.50 

1.18 

B 

D 

AIM  Summit  Fund/AIM 

12.4 

24.9 

18,272 

1,500 

25.0 

11.3 

** 

0.70 

A 

c 

AIM  Value  Fund-A/AIM 

17.2 

24.0 

18,354 

12,131 

16.0 

4.9 

5.50 

1.11a 

Alger  Fund-Capital  Appreciation-A/Alger 

 * 

40.8 

27,655 

184 

23.2 

9.8 

4.75 

1.47 

A 

D 

Alger  Fund-Growth-A/Alger 

14.2 

25.2 

18,973 

321 

23.1 

15.6 

4.75 

1.34 

Alger  Fund-MidCap  Growth-A/Alger 

 * 

111 

20,033 

161 

24.7 

4.1 

4.75 

1.52 

A 

■  F 

Alger  Fund-Small  Capitalization-A/Alger 

 * 

21.3 

16,748 

508 

26.0 

3.0 

4.75 

1.40 

B 

D 

Alliance  Fund-A/Alliance 

12.9 

23.9 

16,697 

1,131 

19.7 

27.3 

4.25 

1.04 

C 

B 

Alliance  Growth  &  Income-A/Alliance 

12.0 

25.5 

18,109 

1,177 

18.4 

28.1 

4.25 

0.97 

Alliance  Growth  Fund-A/Alliance 

 * 

23.0 

18,211 

4,470 

21.6 

19.7 

4.25 

1.30 

Alliance  Premier  Growth-A/Alliance 

 * 

30.2 

20,820 

939 

25.4 

21.9 

4.25 

1.65 

B 

D 

Alliance  Quasar  Fund-A/Alliance 

12.2 

31.1 

19,298 

740 

19.2 

1.3 

4.25 

1.54 

A 

D 

Alliance  Technology  Fund-A/Alliance 

15.0 

34.3 

23,116 

1,644 

26.7 

13.0 

4.25 

1.74 

C 

C 

Amcap  Fund/American  Funds 

11.4 

20.2 

15,929 

4,048 

21.4 

17.8 

5.75 

0.69 

Amcore  Vintage  Equity/Bisys 

 * 

27.8 

20,448 

373 

21.9 

29.9 

none 

1.33 

A+ 

0 

Amer  Century— 20th  Giftrust/Amer  Century 

17.3 

20.7 

16,746 

912 

22.3 

0.9 

none 

1.00 

C 

D 

Amer  Century-20th  Growth-I/Amer  Century 

11.0 

is\9 

15,342 

4,809 

20.6 

19.4 

none 

1.00 

C 

■  D 

Amer  Century-20th  Heritage-I/Amer  Century 

 * 

19.1 

16,027 

1,202 

22.5 

2.2 

none 

1.00 

D 

C 

Amer  Century-20th  Select-I/Amer  Century 

10.3 

21.3 

16,295 

4,707 

23.2 

19.0 

none 

1.00 

A+ 

D 

Amer  Century— 20th  Ultra-I/Amer  Century 

17.7 

25.0 

18,768 

21,023 

28.0 

20.8 

none 

1.00 

A 

F 

Amer  Century— 20th  Vista-I/Amer  Century 

10.6 

22.0 

17,380 

1,835 

30.6 

2.3 

none 

1.00 

American  Century  Equity  GrowthVAmer  Century 

 * 

27.3 

19,175 

482 

16.1 

26.5 

none 

0.63 

American  Century  Income  &  GrowthVAmer  Century 

 * 

27.5 

19,370 

1,231 

16.6 

29.4 

none 

0.62 

American  Century  Utilities3/Amer  Century 

 * 

15.4 

14,787 

128 

15.1 

13.1 

none 

0.71 

American  Century  Value  Fund4/Amer  Century 

 * 

24.9 

17,969 

2,104 

15.7 

4.1 

none 

1.00 

■  F 

■  A 

American  Gas  Index/Rushmore 

 * 

17.2 

15,558 

206 

17.0 

2.8 

none 

0.85 

D 

A 

American  Growth  Fund-D/American  Growth 

9.7 

13.7 

13,529 

124 

17.4 

16.9 

5.75 

1.43 

D 

A 

American  Mutual  Fund/American  Funds 

12.2 

21.3 

16,525 

8,994 

18.5 

26.2 

5.75 

0.59 

D 

B 

American  National  Growth/Securities  Mgmt 

10.0 

21.0 

16,469 

169 

19.1 

26.6 

5.75 

1.06 

D 

A 

American  National  Income/Securities  Mgmt 

11.1 

19.6 

15,873 

183 

16.1 

21.4 

5.75 

1.07 

American  Performance  Aggress  Growth/Bisys 

—  * 

17.1 

15,981 

55 

25.3 

5.4 

4.00 

1.10a 

American  Performance  Equity/Bisys 

 * 

27.9 

19,158 

166 

21.0 

37.8 

4.00 

1.07a 

America's  Utility  Fund/America's 

 * 

14.6 

14,411 

143 

14.2 

3.2 

none 

1.21a 

■  D 

■  B 

AmSouth  Equity  Fund/Bisys 

21.6 

17,052 

493 

20.4 

16.7 

4.50 

1.01a 

■  B 

■  C 

AmSouth  Regional  Equity/Bisys 

 * 

20.2 

16,994 

142 

17.8 

4.9 

4.50 

1.03a 

C 

C 

Amway  Mutual  Fund/Amway 

11.7 

23.7 

16,847 

134 

20.3 

14.6 

3.00 

1.10 

Three-year  return  6/30/94  through  6/30/97.  ■  Fund  rated  for  three  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full 
period.  tClosed  to  new  investors.  "Available  only  through  monthly  contractual  plan,  a:  Net  of  absorption  of  expenses  by  fund  sponsor.  'Formerly  Benham  Equity  Growth, 
formerly  Benham  Income  &  Growth.  'Formerly  Benham  Utilities  Income.  "Formerly  20th  Century-Capital  Value. 
Sources:  Forbes;  Upper  Analytical  Services;  Mormngstar.  Inc. 
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STOCK  FUNDS 


FUND  SURVEY 


Market 
Performance 

Fund/distributor 

Annualized  total  return 

Qm/07             1  woor 

$10,000 
grew  to 
(aftertax) 

Assets 
6/30/97 
($mil) 

Weighted 
average 
P/E 

Median 
market 
cap 

Maximum 
sales 
charge 

Annual 
pxnpnsps 

per 

4>  1  UU 

Up 

Down  1 

to 
6/30/97 

E3 

Standard  &  Poor's  500  stock  average 

13.8% 

28.7% 

Forbes  stock  fund  composite 

12.5% 

22.9% 

21.9 

$12.5 

$1.16 

F 

A+ 

Analvtir  flntinnprl  Fnnitv/Analvtir 

9.9  % 

17.4% 

$15,372 

$52 

21.6 

$36.6 

none 

$1.32 

c 

D 

API  Trust-Growth/Yorktown 

8.9 

16\5 

14,575 

71 

25.4 

8.2 

none 

2.18a 

Aquinas  Equity  Income/AQuinas 

 * 

23.4 

17,867 

61 

18.5 

15.9 

none 

1.40 

■  D 

■  C 

Ariel  Appreciation  Fund/Ariel 

—  * 

19.2 

15,962 

166 

21.7 

1.9 

none 

1.35a 

.......... 

c 

Ariel  Growth  Fund/Ariel 

12.3 

19.3 

15,709 

138 

20.7 

1.3 

none 

1.26 

Atlas  Growth  &  Income-A/Atlas 

—  * 

23.7 

17,833 

173 

22.6 

15.1 

3.00  % 

1.16 

B 

c 

Babson  Enterprise  Fund/Jones  &  Babson 

13.3 

20.3 

15,664 

206 

14.6 

0.2 

t 

1.08 

Babson  Enterprise  Fund  ll/Jones  &  Babson 

 * 

20.5 

16,535 

61 

19.1 

0.8 

none 

1.38 

C 

c 

Rahsnn  Growth  Fnnri/lnnps  &  Rahinn 

10.7 

24.4 

17,952 

365 

22.4 

27.6 

none 

0.85 

B 

c 

Babson  Value  Fund/Jones  &  Babson 

12.6 

234 

18,238 

1,206 

14.5 

14.9 

none 

0.96 

A 

■  D 

Baron  Asset  Fund/Baron 

_* 

28.3 

20,934 

2,306 

25.5 

0.9 

none 

1.40 

D 

B 

Bartlett  Basic  Value/Legg  Mason 

10.8 

20.9 

16,543 

127 

16.3 

9.3 

none 

1.16 

C 

B 

Berger  Growth  &  Income/Berger 

11.2 

16.6 

15,174 

324 

24.3 

5.3 

none 

1.54 

A 

C 

Berger  One  Hundred/Berger 

16.2 

17.1 

15,224 

1,828 

25.3 

6.6 

none 

1.42 

Berger  Small  Company  Growth/Berger 

 * 

25.6 

19,539 

737 

26.1 

0.7 

none 

1.68 

C 

C 

Berwyn  Fund/Berwyn 

10.2 

17.9 

15,308 

90 

16.5 

0.2 

none  § 

1.21 

B 

B 

Wm  Blair-Growth/Wm  Blair 

13.6 

22.5 

17,569 

555 

23.0 

11.8 

none 

0.83 

Boston  1784  Growth  &  Income/SEI 

 * 

23.2 

18,407 

105 

............... 

6.0 

none 

0.92  a 

Brandywine  Blue  Fund/Brandywine 

 * 

25.5 

19,477 

473 

25.1 

8.8 

none 

1.11 

A 

D 

Brandywine  Fund/Brandywine 

16.0 

25.6 

18,565 

7,798 

24.6 

9.3 

none 

1.05 

Brinson  US  Equity/Chase 

 * 

27.9 

20,110 

373 

21.2 

13.2 

none 

0.80a 

F 

A 

Burnham  Fund-A/Burnham 

10.7 

20.4 

16,397 

132 

21.5 

31.1 

5.00 

1.30 

Caldwell  &  Orkin  Market  Oppor/Caldwell 

  * 

17.6 

15,298 

68 

27.7 

1.9 

none 

1.34 

California  S&P  500  index/California  Inv 

 * 

28.5 

20,291 

69 

21.8 

35.0 

none 

0.20a 

D 

■  C 

Calvert  Social  Inv— Equity-A/Calvert 

* 

16.7 

14,922 

135 

16.6 

12.2 

4.75 

1.20a 

Calvert  Strategic  Growth-A/Calvert 

  * 

 i'.i 

11,583 

113 

22.7 

3.4 

4.75 

2.30a 

D 

A+ 

Capital  Income  Builder/American  Funds 

13.2 

18.8 

15,865 

6,785 

13.3 

15.9 

5.75 

0.71 

D 

B 

Capstone  Growth  Fund/Capstone 

10.5 

22.5 

16,744 

70 

21.1 

35.5 

none 

1.10 

D 

B 

.......... 

Cardinal  Fund/Cardinal 

11.6 

22.3 

16,434 

295 

21.1 

30.1 

4.50 

0.98 

B 

Century  Shares  Trust/Century  Shares 

14.5 

26.0 

19,138 

350 

14.3 

6.3 

none 

0.87 

A+ 

D 

CGM  Capital  Oevelopment/CGM 

1 7  3 

7A  9 

18,013 

732 

17.7 

15.0 

t 

1.08 

CGM  Realty  Fund/CGM 

 * 

23.2 

17,669 

323 

15.8 

0.4 

none 

1.00a 

Che^anpakp  Growth  Fiinri/Chp^anpakp 

 * 

23.7 

18,267 

578 

19.8 

2.5 

t 

L39 

Chicago  Trust  Growth  &  Income/Chicago 

 * 

28^5 

20,914 

269 

30.0 

21.1 

none 

1.10a 

Citizens  Emerging  Growth/Citizens 

 * 

"Hi 

17,032 

61 

34.6 

2.5 

none 

1.67 

B 

A 

Clipper  Fund/Clipper 

15.4 

'27T 

19,590 

702 

16.7 

13.4 

none 

1.07 

Clover  Capital  Equity  Value/Clover 

20.4 

16,309 

110 

21.3 

2.0 

none 

1.10 

Cohen  &  Steers  Realty  Shares/Cohen 

18.3 

15,750 

2,862 

20.8 

0.8 

none 

1.08a 

Colonial  Global  Utilities-A/Colonial 

R3 

14,363 

178 

10.6 

7.1 

5.75 

1.38 

B 

D 

Colonial  Select  Value-A'/Coionial 

13.0 

23i 

17,267 

479 

24.8 

9.3 

5.75 

1.22 

C 

D 

Colonial  Small  Cap  Value-AVColonial 

9.5 

26.0 

19,514 

317 

17.4 

0.8 

5.75 

1.38 

Three-year  return  6/30/94  through  6/30/97.  ■  Fund  rated  for  three  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  tor 
full  period.  tClosed  to  new  investors.  §Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund.  a-.  Net  of  absorption  of  expenses  by  fund  sponsor. 
'Formerly  Colonial  Growth  Shares,  formerly  Colonial  Small  Stock. 
Sources:  Forbes; '  <?per  Analytical  Services;  Mormngstar,  Inc. 
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□ 

□ 

STOCK  FUNDS 

FUND  SURVEY 

Market 
Performance 

Fund/distributor 

Annualized  total  return 

$10,000 
grew  to 
(aftertax) 

Assets 
6/30/97 
($mil) 

Weighted 

Median 
market 
cap 
($bil) 

Maximum 
sales 
charge 

Annual 

Up 

Down 

0/01/0/ 

to 
6/30/97 

j-year 

average 
P/E 

expenses 
per 
$100 

1  KM 

Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

13.8% 
12.5% 

28.7% 
22.9% 

21.9 

$12.5 

$1.16 

Colonial  US  Stock-AVColonial 

 * 

25.2% 

$18,272 

$639 

22.4 

$19.0 

5.75% 

$1.43 

Columbia  Common  Stock/Columbia 

 * 

24.4 

17,969 

674 

21.2 

22.9 

none 

0.76 

C 

B 

Columbia  Growth  Fund/Columbia 

13.9% 

24.8 

17,819 

1,217 

20.4 

21.7 

none 

0.71 

Columbia  Real  Estate  Equity/Columbia 

* 

20.6 

1  £  A  KQ 
ID, 403 

tuy 

n  o 
10.0 

1.0 

none 

J,  .ui 

A 

n 
u 

P  n  1  ii m h i  q  Cnoniol  E 1 1  n  H  /P  n  1  m  m  h  i  n 

14.7 

18.6 

15,000 

1,471 

22.6 

1.4 

none 

0.97 

D 

D 
D 

Pnmmnn  Conco   Hrnu/th  9  Inn  12/PFQ 
OUNIIIiUM  ocllac—  UFUWlll  ct  lilt-!  /rro 

11.7 

24.0 

17,062 

1,280 

21.6 

23.8 

0.89 

C 

c 

Common  Sense-Growth  Fund-I2/PFS 

11.6 

22.9 

16,970 

3,600 

20.4 

19.8 

t 

0.93 

Compass  Index  Equity-lnv  A/Compass 

 * 

27.8 

19,408 

64 

24.9 

27.3 

3.00 

0.65a 

Compass  Large  Cap  Value  Equity-lnv  A/Compass 

 * 

'  25;6 

18,102 

59 

19.7 

14.0 

4.50 

1.22a 

D 

B 

Composite  Growth  &  Income-A/Murphey 

12.0 

25.8 

1  8  01  8 

98d 
£04 

9A  8 

8  1  8 
31.0 

A  £fl 
4.  oil 

1  f!7 

1.0/ 

B 

.......... 

n 

PnmnAcito  M nrt  hit/act  C « i  n  rl  A/A/liirnhnw 

buinpusiie  norinwesi  runu-M/iviurpney 

13.7 

23.7 

18,340 

266 

21.3 

11.6 

4.50 

1.06 

H+ 

P  n  met  ftp  It  Portnarc  P  *i  nita  1  Voliio  A3/riraufiic 

ooihsiuck  rariners  uapiiai  vaiue-M  /ureyTUS 

0.7 

-8.3 

7,397 

195 

18.2 

2.0 

4.50 

1.28 

F 

A+ 

Copley  Fund/Copley 

9.2 

12.9 

14,397 

75 

14.1 

10.5 

none 

1.00 

D 

A 

Cowen  Income  +  Growth-A/Cowen 

10.5 

IS.2 

15,188 

69 

16.6 

11.7 

4.75 

1.24a 

■  B 

■  D 

Cowen  Opportunity  Fund-A/Cowen 

 * 

18.0 

15,447 

111 

15.5 

0.6 

4.75 

1.44  a 

■  B 

■  B 

Crabbe  Huson  Equity  Fund-Primary/Crabbe 

 * 

18.4 

iO.olo 

877 
oil 

99  5 

O.J 

none 

1  A  A  i 

i.44  a 

B 

A 
M 

uraooe  nuson  opeciai  runu-rnmary/MaDDe 

13.8 

13.7 

14,162 

405 

17.0 

0.5 

none 

1.50a 

Cutler  Equity-lncome/Forum 

 * 

26.1 

19,038 

62 

18.8 

29.8 

none 

1.21 

Davis  Financial  Fund-A/Davis 

34.1 

22,811 

231 

20.2 

10.0 

4.75 

1.15 

6 

c 

Davis  Growth  Opportunity-A/Davis 

12.5 

24.4 

18,129 

78 

25.6 

3.9 

4.75 

1.49 

A 

B 

Davis  New  York  Venture-A/Davis 

17.0 

28^5 

20,160 

5,019 

22.0 

18.8 

4.75 

0.87 

Davis  Real  Estate-A/Davis 

—  * 

19.8 

1  fi  388 
10,000 

1 3R 

loo 

9Q  8 

n  q 

U.3 

A  7£ 
4./0 

1  89 
l.ii 

B 

Dean  Witter  American  ValueVDean  Witter 

13.7 

22.9 

17,313 

3,492 

30.0 

8.4 

5.00  b 

1.53 

■  D 

m  D 
■  D 

uean  wmer  uapiiai  urowin/uean  witter 

 * 

19.8 

16,388 

511 

24.5 

18.6 

5.00  b 

1.84 

A 

F 

Dean  Witter  Developing  GrowthVDean  Witter 

11.4 

24.0 

17,807 

743 

31.9 

0.8 

5.0C  b 

1.67 

C 

B 

Dean  Witter  Dividend  GrowthVDean  Witter 

13.1 

23.9 

18,549 

14,672 

20.0 

27.7 

5.00  b 

1.22 

Dean  Witter  Health  SciencesVDean  Witter 

—  * 

21.6 

17,318 

415 

20.5 

0.8 

5.00  b 

2.20 

D 

B 

Dean  Witter  Natural  Resource  DevVDean  Witter 

9.4 

19.1 

J  J ,40 1 

98R 

95  1 

1  R  9 

D.UU  D 

1  8/1 
1.54 

■  F 

■  A 

uean  wiuer  uniuies  /uean  witter 

 * 

12.9 

13,804 

2,334 

16.7 

11.4 

5.00  b 

1.64 

■  C 

uean  wmer  vaiue-Auueo  iviki— equity  /uean  witter 

— * 

21.8 

17,778 

1,369 

23.0 

5.9 

5.00  b 

1.47 

Delafield  Fund/Reich  &  Tang 

* 

23.8 

17,653 

103 

24.3 

1.3 

none 

1.30a 

D 

B 

Delaware  Group  Decatur  Income-A/Delaware 

11.3 

23.5 

17,035 

1,908 

17.2 

10.5 

4.75 

0.88 

D 

B 

Delaware  Group  Decatur  Tot  Ret-A/Delaware 

12.4 

25.1 

17,953 

907 

17.3 

10.4 

4.75 

1.12 

B 

D 

Delaware  Group  DelCap-A/Delaware 

12.1 

18.1 

ID.UUD 

77C 

I/O 

91  9 

LO.L 

8  n 
o.u 

A  7£ 
4.  /  o 

1  1A 

1.04 

A+ 

F 

Delaware  Group  Trend-A/Delaware 

14.3 

19.7 

16,100 

510 

18.4 

1.2 

4.75 

1.30 

B 

B 

Delaware  Group  Value-A/Delaware 

15.3 

20.1 

16,212 

257 

13.4 

0.5 

4.75 

1.43 

DG  Equity  Fund/Federated 

_* 

27.5 

20,075 

560 

28.7 

38.2 

3.50s 

0.92 

c 

B 

Dodge  &  Cox  Stock  Fund/Dodge 

13.7 

26.6 

19,496 

3,326 

20.3 

10.2 

none 

0.59 

Domini  Social  Equity/Federated 

 * 

27.5 

on  A  A  O. 

<:U,44o 

1  OA 

154 

25.9 

28.1 

none 

n  no  « 

B 

B 

Dreyfus  Appreciation  Fund/Dreyfus 

13.5 

31.4 

22,379 

1,692 

21.6 

49.5 

none 

0.91 

C 

B 

Dreyfus  Core  Value-Investor/Dreyfus 

11.8 

25.4 

17,375 

570 

24.0 

6.9 

none 

1.13a 

Three-year  return  6/30/94  through  6/30/97.  ■  Fund  rated  for  three  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  for 
full  period.  tClosed  to  new  investors,  a:  Net  of  absorption  of  expenses  by  fund  sponsor,  b:  Includes  back-end  load  that  reverts  to  distributor.  'Formerly  Colonial  US 
Fund  for  Growth.  20ther  classes  are  open  for  investment,  formerly  Dreyfus  Capital  Value.  "Converted  to  multiclass  format  July  28,  1997.  5Sales  charge  waived 
through  Aug.  31, 1997. 

Sources:  Forbes;  Upper  Analytical  Services;  Morningstar,  Inc. 
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IT'S  ALMOST  IMPOSSIBLE  TO 
TAKE  IT  OUT  FOR  A  SPIN. 


INTRODUCING  SEVILLE  STS  WITH  STABILITRAK. 

THE  MOST  ADVANCED  INTEGRATED  STABILITY  CONTROL  SYSTEM  IN  THE  WORLI 

On  a  perfectly  paved,  perfectly  straight  road  on  a  perfectly  dry  day  almoi 
any  car  will  feel  stable,  poised  and  confident. But  in  the  real  world,  thing 
are  rarely  so  perfect.  Roads  can  be  wet,  snowy  or  icy.  They  ca 
be  lightly  coated  with  sand.  Or  filled  with  unexpected  twists  and 
turns.  Under  these  conditions,  < 
handling  cars  can  lose  their  compos* 
suddenly  feel  like  they're  no  Ion* 
firmly  planted  to  the  road.  ■ 
Turn  your  knuckles 
white 


with  ten  si  or 
Or  simply  refuse  to  g 
where  you  point  them,  taking  yo 
off  course  and  into  danger.       That's  wh 
Cadillac  has  developed  StabiliTrak,  the  most  advance* 
intec      >d  stability  control  system  in  the  world.  Employing 


ncredibly  sophisticated  sensors,  StabiliTrak  constantly  compares 
vhere  you  want  the  new  Seville  STS  to  go  with  where  it's 
ictually  going.  • 

he  STS  isn't  following  your  intended 
Peering  path,  it  sends 
•  ignals  to  the 


traction 
control  and 
anti-lock  brake  systems  to 
help  you  keep  the  car  on  course.  It  all 
happens  in  microseconds.  And  it  feels  natural  and 
unobtrusive.        StabiliTrak  makes  STS  with  the  Northstar 
System  an  even  better-handling  car  when  you  find  yourself  in  a 
\emanding  driving  situation.        Experience  STS  with  StabiliTrak  for 
'ourself.  You'll  see  how  easy  it  is  to  go  out  for  an  exhilarating  drive. 

And  how  hard  it  is  to  go  out 


/ithout 
tabiliTrak 

this  situation,  the 
ver  is  going  too  fast 

an  icy,  wet  road.  The 
ver  tries  to  bring  the 
licle  back  into  control 
t  the  vehicle  spins  out 
d  strikes  a  guardrail.  / 


Seville  STS 
with  StabiliTrak 

In  the  same  situation,  the  driver  of 
an  STS  with  StabiliTrak  experiences 
the  vehicle  beginning  to  fishtail 
StabiliTrak  senses  the  discrepancy 
between  the  steering  angle  and  the 
actual  direction  of  the  car  and  pre- 
cisely applies  the  front  brakes  to  / 
help  guide  the  vehicle  back  onto 
its  intended  path. 


for  a  spin. 

Seville  STS 

THE  POWER  IS  YOURS, 


Always  wear  safety  belts,  even  with  air  bags.  ^1997  CM  Corp. 
All  rights  reserved.  Cadillac.  Seville,  Northstar  StabiliTrak,* 


STOCK  FUNDS 


FUND  SURUEY 


Annualized  total  return  $10,000  Assets  Weighted  Median  Maximum  Annual 

8/31/87      3-year  grew  to  6/30/97  average  market  sales  expenses 

-to  (aftertax)  ($mil)        P/E         cap  charge  per 

6/30/97  ($bil)  $100 


Standard  &  Poor's  500  stock  average  13.8%  28.7% 


Forbes  stock  fund  composite 

12.5% 

22.9% 

21.9 

$12.5 

$1.16 

■  B 

■  B 

Dreyfus  Disciplined  Stock-Retail/Dreyfus 

27.7% 

$19,904 

$1,276 

22.2 

$36.6 

none 

$0.90 

D 

B 

Dreyfus  Fund/Dreyfus 

9.2  % 

16.5 

13,752 

2,744 

21.6 

9.9 

none 

0.73 

Dreyfus  Growth  &  Income/Dreyfus 

1/.0 

1  /I  A  1  C 

14,915 

0  AO  A 

2,030 

1  O  A 

18.4 

1  C  A 

lb.O 

none 

1.03 

D 

B 

Dreyfus  Growth  Opportunity/Dreyfus 

9.0 

01  0 

i  c  coc 
15,53b 

C  1  A 
510 

01  A 

HA 

0  1  A 

21.0 

none 

1  AC 

1.06 

nrpvfiis  1  arop  Cnmnanv  Valnp/DrpvfiK 

 * 

29.2 

............. 

20,250 

112 

22.6 

6.3 

none 

1.25a 

Dreyfus  MidCap  Index/Dreyfus 

17,151 

207 

22.4 

2.5 

none 

0.50  a 

B 

D 

Dreyfus  New  Leaders/Dreyfus 

1  0  A 

12.4 

OA  A 

20.0 

1  C   1  yi  r 

1  b,  14b 

OAO 

802 

00  c 

23.5 

1  A 

1.0 

none 

1.17 

F 

C 

Dreyfus  Premier  Aggress  Growth-A'/Dreyfus 

5.0 

3.9 

10,776 

401 

33.2 

0.3 

5.75  % 

1.11 

D 

A 

Dreyfus  Premier  Value-A2/Dreyfus 

in  p 

10.6 

IOC 

18.5 

1  r  0  OC 

15,28b 

OC  A 

264 

11  0 

22.8 

C  A 

6.9 

C  7  C 

5.75 

1.19 

■  C 

■  C 

Dreyfus  S&P  500  Index/Dreyfus 

* 

00  1 

28.1 

1  A  0  AA 

19,890 

1   A7  0 

1,0/3 

01  A 

21.4 

0  C  0 

35.8 

none 

A    C  A  n 

u.bO  a 

Dreyfus  Small  Company  Value/Dreyfus 

 * 

28.9 

19,830 

115 

23.2 

0.4 

none 

1.25a 

C 

C 

Dreyfus  Third  Century/Dreyfus 

12.7 

26.0 

18,000 

675 

23.8 

21.1 

none 

1.11 

D 

c 

EV  Traditional  Growth/Eaton  Vance 

10. 3 

00  c 
Z3.5 

1  7  C7Q 

1  /,b/8 

181 

00  A 

HA 

1  0  7 
10. 1 

A  7C 

4. /a 

A  00 

C 

D 

EV  Traditional  Special  Equities/Eaton  Vance 

l  o  a 
10.4 

1  A  7 

19./ 

1  r  00  C 

15,235 

00 

8^ 

OA  1 

7  C 

/.b 

4,/5 

1  oyi 
1.04 

D 

A 

EV  Traditional  btock/taton  Vance 

lit 
11.0 

00  1 

23.1 

1  r  7QC 

lb,/85 

1  00 

138 

0  1  0 

<:1. 9 

10  0 

19.9 

A  7C 
4./0 

1  AO 

1.00 

F 

A+ 

EV  Traditional  Total  Return/taton  Vance 

O  A 

8.0 

1  0  A 

13.0 

10  07 C 

13,2/5 

A  O  1 

421 

1  A  A 

19.9 

1  r 

1.5 

A1C 

4./5 

1  00 

1. 16 

c 

A 

Frlin^p  Financial  A^<;pt— Fniiitv/FrlirKP 

13.0 

22.5 

16,577 

173 

15.9 

1.4 

none 

1.14 

C 

■  C 

Elite  Growth  &  Income/Elite 

24.6 

18,140 

60 

24.9 

10.0 

none 

1.33 

n 

B 

■  D 

Enterprise  Group-Cap  Apprec-A/Enterpnse 

1  0  A 

18.9 

lb.b/U 

1  1  A 

119 

00  7 

28/ 

1  1  J 

11.4 

A  7  C 

4./5 

ICO 

l.bO 

n 

D 

■  D 

Enterprise  Group-Equity  Income-AVEnterprise 

0  0  c 

23.5 

1 1  1 1  n 

1 

AA 

99 

IOC 

19.5 

01  c 

A  7C 
4./D 

1  CO  i 

1.50a 

B 

C 

Enterprise  Group-Growth-A/Enterprise 

15.1 

33.2 

11  C  O  1 

22,682 

0  A  A 

399 

OC  A 

26.9 

OO  0 

32.8 

AIL 

4./5 

1  CO 

1.53 

A 

F 

Evergreen  Aggressive  Growth-A/Evergreen 

12.2 

19.4 

1  C  0  C  0 

16,858 

1  OA 

120 

OC  7 

26./ 

0  0 

3.8 

A  7C 

4./5 

1  00 
178 

c 

c 

Fvpmrppn  Fimri-A/Fuprorppn 

L  V  C 1  g  1  CCM  1  U  II  U  nl  L  V  C 1  g  1  CC 1 1 

10.9 

23.2 

17,478 

564 

16.4 

12.2 

4.75 

1.43 

B 

B 

Evergreen  Growth  &  Income-A/Evergreen 

14.3 

25.5 

19,027 

651 

20.0 

2.9 

4.75 

1.41 

F 

A 

Evergreen  Income  &  Growth-A/Evergreen 

9.0 

15.9 

14,670 

53 

16.3 

3.1 

A  7  C 

4./5 

1   A  1 

1.41 

F 

A+ 

Evergreen  Utility  Fund-AVEvergreen 

10.0 

14.0 

13,951 

128 

15.5 

11.9 

4.75 

A  07  „ 

0.8/  a 

D 

B 

Evergreen  Value  Fund-A/Evergreen 

12.1 

22.3 

16,731 

622 

15.8 

16.9 

4.75 

0.91 

Excelsior-Business  &  Ind  Restruct-A/Edgewood 

29.9 

21,392 

160 

16.3 

8.7 

4.50 

n  hi  - 

0.91  a 

FvrpKior— Farlv  1  ifp  PvpIp-A/FHopwaaH 

LAUGI3IUI     Lai  ly  L1IC  UyUIC  H/LUgCVVUUU 

 * 

I  L.\j 

13  776 

52 

25.9 

0.3 

4.50 

0.94a 

B 

D 

Excelsior-Equity  Fund-A/Edgewood 

12.2 

24.2 

18,237 

357 

23.0 

16.0 

4.50 

1.01a 

Excelsior-Global  Competitors/Edgewood 

22.7 

18,275 

92 

22.5 

07  7 

A  CO 

4.50 

0  00 

0.89a 

n 
U 

n 
D 

Excelsior-Income  &  Growth/Edgewood 

11.3 

19.6 

16,400 

1  AO 

148 

1  0  A 

18.0 

0  1 

8.1 

A  GO 

1  00  0 
i.Uja 

Fairport  Midwest  Growth/Roulston 

21.4 

17,108 

72 

21.3 

1.2 

none 

1.38a 

u 

n 
D 

t' A fts  ii.i,in  r..«j/rny 

FAM  Value  Fund/FAM 

12.9 

18.4 

16,159 

258 

20.5 

0.4 

none 

1  07 

17/ 

D 

A 

FBL-Value  GrowthVFBL 

9.6 

16.1 

14,466 

112 

23.4 

0.6 

5.00  b 

1.66 

C 

B 

Federated  American  Leaders-A/Federated 

12.7 

24.9 

18,352 

1,989 

20.8 

26.0 

5.50 

1.17a 

C 

C 

Federated  Capital  Appreciation-A/Federated 

11.6 

24.1 

18,101 

153 

17.9 

20.8 

5.50 

1.23a 

B 

D 

Federated  Growth  Strategies-A/Federated 

12.5 

25^2 

17,665 

480 

21.6 

15.2 

5.50 

1.13a 

Federated  Mid-Cap  Fund/Federated 

 * 

21.2 

16,966 

61 

22.0 

2.4"" 

none 

0.60  a 

Federated  Mini-Cap  Fund/Federated 

 * 

18.4 

15,779 

126 

17.7 

0.6 

none 

0.76a 

C 

B 

Federated  Stock  Trust/Federated 

11.7 

25.5 

18,340 

1,106 

21.9 

25.2 

none 

1.00a 

Three-year  return  6/30/94  through  6/30/97.  ■  Fund  rated  for  three  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  for 
full  period,  a:  Net  of  absorption  of  expenses  by  fund  sponsor,  b:  Includes  back-end  load  that  reverts  to  distributor.  'Formerly  Premier  Capital  Growth, 
formerly  Premier  Sti ateqic  Investing,  formerly  Enterprise  Group-Growth  &  Income.  Reflects  performance  of  ABT  Utility  prior  to  June  1995  merger,  formerly 
FBL-Growth  Common  Stock. 

Sources:  Forbes;  Upper  Analytical  Services;  Mormngstar,  Inc. 
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□ 

STOCK  FUNDS 

FUND  SURVEY 

Annualized  total  return  $10,000  Assets  Weighted  Median  Maximum  Annual 

8/31/87      3-year  grew  to  6/30/37  average  market  sales  expenses 

to  (aftertax)  ($mil)        P/E         cap  charge  per 

6/30/97                                                       ($bil)  $100 


Standard  &  Poor's  500  stock  average  13.8%  28.7% 


Forbes  stock  fund  composite 

12.5% 

22.9% 

21.9 

$12.5 

$1.16 

P 

r 

HT 
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Three-year  return  6/30/94  through  6/30/97.  ■  Fund  rated  tor  three  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  for 
full  period.  tClosed  to  new  investors.  "Available  only  through  monthly  contractual  plan,  a:  Net  of  absorption  of  expenses  by  fund  sponsor.  'Sales  charge  waived 
through  December  1998. 

Sources:  Forbes;  Upper  Analytical  Services;  Mormngstar,  Inc. 


Rules,  page  162.  Distributor  table,  page  257. 


Market 
Performance 


Fund/distributor 


Forbes  ■  August  25,  1997 


173 


STOCK  FUNDS 


Market 
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Three-year  return  6/30/9'!  through  6/30/97.  ■  Fund  rated  for  three  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  for 
full  period,  a:  Net  of  absorption  of  expenses  by  fund  sponsor. 
Sources:  Forbes;  Upper  Analytical  Services;  Morningstar,  Inc. 
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Four  Reasons  to  Invest 
in  Vanguard  Bond  Funds 


Bond  mutual  funds  can  play  an  important  role  in 
any  investor's  portfolio.  They  offer  steady  income, 
attractive  yields  and  broad  diversification. 

Vanguard  has  long  been  known  as  a  leader  in 
bond  investing.  Here  are  four  powerful  reasons  why. 

1.  Proven  Long-Term  Performance 

Vanguard's  bond  funds,  almost  without  exception, 
have  posted  higher  total  returns  than  the  average 
comparable  fund  over  the  past  1, 5  and  10-year 
periods*  Of  course,  past  performance  is  no 
guarantee  of  future  results. 

Since  1991,  Forbes  magazine  has  named  Vanguard 
bond  funds  among  its  "Best  Buys"  far  more  often 
than  those  of  any  other  mutual  fund  company.** 

This  performance  is  the  result  of  our  experienced 
fund  management,  as  well  as  our  low  costs.  Whereas 
the  average  bond  fund  expense  ratio  is  1.05%, 
Vanguard's  is  .24%.*  And  lower  expenses  mean  that 
more  of  your  Fund's  returns  can  be  paid  to  you. 

2.  High  Credit  Quality 

Vanguard's  bond  fund  managers  emphasize 
high  credit  quality,  so  you  don't  have  to  worry  that 
your  investment  returns  are  generated  by  lower- 
quality  holdings. 


3.  Experienced  Management 

With  some  45  professionals  overseeing  more  than 
$50  billion  in  bond  assets,  Vanguard  is  one  of  the 
nation's  leading  managers  of  bond  funds. 

4.  Wide  Selection 

With  over  30  bond  funds,  Vanguard  offers  one  of 
the  widest  selections  in  the  industry.  These  include: 


•  Taxable  and  tax-free  bond  funds. 

•  Government  or  corporate  securities  funds. 

•  Actively-managed  and  index  bond  funds. 

•  Bond  funds  with  short,  intermediate,  or 
long-term  average  maturities. 

•  GNMA,  State  Tax-Free,  and  more ... 


Call  today  to  learn  more  about  Vanguard's 
bond  funds  and  to  receive  a  free  information  kit. 
To  better  understand  bond  funds  and  how  to 
select  a  fund  that  will  meet  your  investment  needs, 
ask  for  our  most  recent  Plain  Talk  brochure 
entitled  "Bond  Fund  Investing." 

We  believe  the  more  you  know  about  investing 
the  more  you'll  want  to  know  about  Vanguard. 


For  A  Free  Information  Kit  Gill 

1-800-742-6999 

www.  vanguard,  com 

TH^cirraiarclGROue 

the  more  you  know'" 


The  Information  Kit  contains  a  prospectus  with  more  complete  information  on  distribution  charges  and  other  expenses.  Please  read  it  carefully  before  investing.  Bonds  art  subject  to  a  variety  of  risks,  including 
interest  rate,  income,  credit  and  inflation  risks.  Investors  should  consider  these  risks,  as  well  as  others,  prior  to  investing.  "Upper  Analytical  Services,  Inc.  "For  low  costs  and  performance  I  1997  Vanguard  Marketing  Corp.,  Distributor 


STOCK  FUNDS 


FUND  SURVEY 


Market 
Performance 

Fund/distributor 

Annualized  total  return 

0/01  /07  1 

$10,000 
grew  to 
(aftertax) 

Assets 
6/30/97 
($mil) 

Weighted 
average 
P/E 

Median 
market 
cap 
($bil) 

Maximum 
sales 
charge 

Annual 
expenses 
per 
$100 

.  Up 

Down  1 

to 
6/30/97 

j  y ecu 

Standard  &  Poor's  500  stock  average 

13.8% 

28.7% 

Forbes  stock  fund  composite 

12.5% 

22.9% 

21.9 

$12.5 

$1.16 

A+ 

D 

FPA  Capital  Fund/FPA 

1  7  C  0/ 

i/.b  ^ 

0  1  AO/ 

31.4% 

$21,307 

$641 

17.0 

$2.1 

t 

$0.84 

D 

A 

FPA  Paramount  Fund/FPA 

13.0 

17.2 

14,478 

789 

15.2 

5.2 

6.50  % 

0.86 

D 

A 

Franklin  Asset  Allocation/Franklin 

10.8 

16  J 

■■—  ■■ 

15,531 

71 

21.5 

20.8 

4.50 

121  ' 

Franklin  California  Growth-I/Franklin 

 * 

22,003 

395 

22.1 

8.4 

4.50 

1.08 

C 

B 

Franklin  DynaTech  Fund-I/Franklin 

12.5 

25.3 

i  o.  occ 

1  £9 

IDL 

07  0 

00  O 
00.0 

A  CP 

4.3U 

1  PC 

1.05 

C 

0 

Franklin  Equity  Fund-I/Franklin 

10.1 

25.2 

1  Q  07P. 

lo,o7U 

4/U 

00  c 

0  c 
0.3 

/l  C  P 
4.3U 

n  no 

U.93 

■  D 

■  A 

Franklin  Equity  Income-I/Franklin 

1  7  O 

11. 6 

15,434 

356 

16.2 

17.0 

4.50 

0.93 

Franklin  Global  Utilities- I/Fran kl m 

 i  

18.5 

15,705 

198 

12.0 

6.2 

4.50 

1.00 

D 

A 

Franklin  Growth  Fund-I/Franklin 

12.6 

24.4 

18,978 

1,458 

22.2 

19.6 

4.50 

0.87 

C 

A 

Franklin  Mutual  Series— Beacon-IVFranklin 

14.5 

20.7 

16,355 

6,053 

15.3 

7.8 

4.50 

1.03a 

Franklin  Mutual  Series— Discovery-IVFranklin 

22A 

1  7  1  A  C 
1/.14D 

a  o/i  n 
4.Z4U 

01  c 

zl.b 

1  A 

1.4 

a  cn 
4.3(J 

1.38a 

C 

A 

Franklin  Mutual  Series— Mutual  Shares-IVFranklin 

14.4 

23.1 

lb, 00/ 

0  P/1  0 

o,U4e 

ion 
lo.U 

1(1  1 

lU.i 

a  cn 
4.3(J 

1  (in  „ 
1.09a 

C 

A 

Franklin  Mutual  Series— Qualified-IVFrankl in 

14.3 

11.  b 

16,878 

5,226 

16.3 

8.9 

4.50 

1.13a 

Franklin  Real  Estate  Secs-I/Franklin 

19.2 

16,409 

266 

19.4 

0.7 

4.50 

0.98a 

D 

A 

Franklin  Rising  Dividends-I/Franklin 

12.0 

23.4 

18,178 

353 

20.6 

1.9 

4.50 

1.40 

Franklin  Small  Cap  Growth-IVFranklin 

""Z*"' 

31.6 

21,778 

1,683 

18.3 

1.0 

4.50 

0.92 

F 

A+ 

rrannun  uiiuiies  runu-i/rranKiin 

9.4 

13.7 

9  n/i/i 

lo.U 

7  1 

/.I 

A  OC 

4.^3 

ft  71 

U./l 

Fremont  Growth  Fund/FrGmont 

  _* 

27.6 

1  Q  CQ9 

17  o 
i/.O 

1  1  7 
11./ 

none 

P  0 1 
U.ol 

Fremont  US  Micro-Cap/Fremont 

34.9 

24,003 

163 

25.0 

0.1 

none 

1.88a 

B 

C 

Fundamental  Investors/American  Funds 

13.3 

24.9 

18,417 

9,053 

20.2 

20.9 

5.75 

0.66 

C 

A 

Gabelli  Asset  Fund/Gabelli 

14.4 

20.6 

16,473 

1,166 

19.4 

15.9 

none 

1.34 

Gabelli  Equity  Income/Gabelli 

_* 

21.6 

16,860 

68 

17.6 

27.3 

none 

1.82 

B 

■  C 

uauciii  urowin  runo/baDeiii 

'  _* 

26.7 

IoTZob 

/3D 

010 
Ll.L 

07  0 

LI .  o 

none 

1^0 

1.43 

Poholli  Cmill  Pin  Prnufth  /P  n  hnll  i 

uanein  oman  tap  urowin/bduein 

  * 

20.2 

1  C  990 

9/1 A 

ICQ 

lb.o 

U.3 

none 

1  70 

l./o 

■  C 

■  B 

Gabelli  Value  Fund/Gabelli 

in  c 

ly.b 

15,551 

510 

15.3 

13.0 

5.50 

1.40 

Galaxy  Equity  Growth-Retail  A/Galaxy 

18,888 

218 

25.0 

36.3 

3.75 

1.48 

Galaxy  Equity  Income-Retail  A/Galaxy 

_* 

22.3 

17,270 

160 

19.0 

31.2 

3.75 

1.52 

■  C 

■  B 

Galaxy  Equity  Value-Retail  A/Galaxy 

 * 

23.5 

17,150 

174 

18.9 

18.6 

3.75 

1.54 

uaiaxy  urowin  &  income-neiau  A/baiaxy 

 * 

23.5 

1/.D4U 

1  A  A 
144 

00  c 
LLXS 

17  0 

7  7C 
0./3 

1  OQ  i 

i  Vis  a 

uaiaxy  amaii  uo  tquuy-netaii  A/baiaxy 

25.7 

i  o  m  i 

iy,ui  i 

10^ 

1^4 

OC  1 

zb.i 

l  n 
l.U 

O.  7C 

O./O 

1  CO 
1.30 

Galaxy  11— Large  Company  Index/Galaxy 

28.4 

20,452 

507 

24.6 

28.1 

none 

0.40 

Galaxy  II— Small  Company  Index/Galaxy 

 * 

17,255 

346 

24.3 

2.2 

none 

0.40 

F 

A+ 

Gateway  Index  Plus/Gateway 

9.3 

11.4 

13,430 

214 

21.0 

16.2 

none 

1.08 

GE  Funds-US  Equity-A/General  Elec 

26.0 

19,258 

60 

20.7 

9.8 

4.75 

1.00a 

D 

A+ 

uenerai  aecuruies/benerai  oecs 

13.8 

22.2 

1  7  1  o: 
l/,l03 

cn 

3U 

1  7  1 
l/.l 

none 

i.OU  a 

C 

0 

uiiiici  ruuu/binicl 

10.2 

22.3 

1  7  9.  S?  1 

i  /,ool 

1  CQ 

loo 

0 1  1 
£.1.1 

0. 1 

none 

i.oU 

■  c 

■  B 

GMO  Trust-Pelican  Fund/Pelican 

 * 

23.1 

17,604 

215 

17.2 

15.6 

none 

0.95a 

■  B 

■  B 

Goldman  Sachs  Capital  Growth-A/Goldman 

 * 

22.7 

16,502 

1,070 

24.6 

13.5 

5.50 

1.40 

Goldman  Sachs  Core  US  Equity-AVGoldman 

26.5 

19,404 

323 

23.6 

24.6 

5.50 

1.29a 

Goldman  Sachs  Growth  &  Inc-A/Goldman 

26.1 

19,030 

986 

19.4 

8.1 

5.50 

1.22  a 

Goldman  Sachs  Small  Cap  Equity-A/Goldman 

11.7 

13,501 

288 

21.8 

0.3 

5.50 

1.60a 

Three-year  return  6/30/94  through  6/30/97.  ■  Fund  rated  for  three  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  for 
full  period.  t/Cloi    to  new  investors,  a:  Net  of  absorption  of  expenses  by  fund  sponsor.  'Formerly  Mutual  Series-Beacon,  formerly  Mutual  Series-Discovery, 
formerly  Mutual  Series-Mutual  Shares.  "Formerly  Mutual  Series-Qualified,  formerly  Franklin  Strategic  Small  Cap  Growth,  formerly  Goldman  Sachs  Select  Equities. 
Sources:  Forbes;  Lippsi  Analytical  Services;  Morningstar,  Inc. 
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Seventy  million 


people    will  have 


trouble 


connecting  to 


the  Internet 


today. 


We'd    like    to  tell 


yOU  about 


a    few  million 


who  won    t  . 


m 

We  all  know  how  hard  it  is  to  connect 
to  the  Internet  these  days.  But  Nortel 
has  a  way  for  people  to  connect 
faster  and  more  reliably  than  ever 
before.  It's  called  Internet  Thruway" 
and  it's  a  revolutionary  solution  to 
today's  increasingly  jammed  Inter- 
net connections.  With  it,  phone 
companies  are  able  to  alleviate  the 
congestion  normally  caused  by 
Internet  traffic.  And  that  means  you 
can  get  connected,  without  getting 
annoyed.  Nortel.  Communications  net- 
works for  the  world.  i-8oo-4  NORTEL 
www.nortel.com/networks. 

N&RTEL 

NORTHERN  TELtCOM 


X 


STOCK  FUNDS 


Annualized  total  return  $10,000  Assets  Weighted  Median  Maximum  Annual 

8/31/87      3-year  grew  to  6/30/97  average  market  sales  expenses 

to  (aftertax)  ($mil)        P/E          cap  charge  per 

6/30/97                                                      ($bil)  $100 


Standard  &  Poor's  500  stock  average  13.8%  28.7% 

Forbes  stock  fund  composite  12.5%       22.9%  21.9      $12.5  $1.16 


Cnua44  Cmrsllor  f*rnn ri3 mac  AA/on  Kamnon 
bOVell  oHIdllcl  UU)Il[JdIllclJ  H/vdll  rvdllipcll 

1  Q  7  0/ 
lj./  /o 

ti  "i  fiQ? 

■J>1  J,  J  JL 

ti  w 

■V  1  J  .  i 

/in  9 

tn  7 

t1  PR  a 
^1.  jj  d 

n 
u 

D 
D 

UidUISUfi  tMdUlli'tcu  VdlUC/UldUloUM 

1 1  q  °l 

1  1 .  J  /o 

21  R 

£1,0 

17  091 

1/  ,\JL  L 

dRd 

1R  Q 

10.  J 

S  7 

none 

1  19 

c 

B 

Gradison  Opportunity  Value/Gradison 

11.7 

20.1 

16,408 

132 

111 

0.9 

none 

1.41 

0 

A+ 

Greenspring  Fund/Greenspring 

11.8 

18.1 

15,529 

134 

18.8 

2.7 

none 

1.00 

Griffin  Growth  &  Income-A/Griffin 

 * 

27.5 

19,849 

220 

16.0 

17.3 

4.50 

0.62  a 

B 

C 

Growth  Fund  of  America/American  Funds 

12.8 

20.9 

16,744 

10,745 

20.0 

17.9 

5.75 

0.74 

n 

u 

r 

Hrnu/th  Fund  nf  Wa^hinortnnA/Kta 

UIUVVUI  rUIIU  Ul  11  aolllllglUII/  V  lola 

10.0 

21.4 

17  192 

^4 
jt 

1  fi  7 

1 1  R 

11.0 

4  lh 

1  3R 

1  -  JO 

■  n 

■  r 

RT  Rlnhal  Amprira  Miri  Pan  flrnwth-A'/fiT  ftlnhal 

ul  UlUUdl  HIIICI  ll»d  ItllU  Udp  UIUWUI  H  /Ul  UlULJal 

 * 

14  3 
it.  j 

1 3  7fH 

1 J ,  /  U  J 

J  JU 

19  R 

1 L  .0 

2  H 

h.  /  j 

i.hi 

B 

C 

Guardian  Park  Avenue-A/Guardian 

15.0 

27.3 

19,198 

1,935 

21.6 

34.1 

4.50 

0.80 

D 

C 

Hancock  Disciplined  Growth-A/Hancock 

9.4 

19.4 

16,181 

132 

22.0 

20.0 

5.00 

1.47 

Hancock  Discovery  Fund-A/Hancock 

 * 

22.5 

18,130 

140 

21.6 

0.9 

5.00 

1.58 

A 

■  D 

Hancock  Emerging  Growth-A/Hancock 

 * 

24.0 

18,958 

682 

24.2 

2.0 

5.00 

1.31 

R 
D 

n 

Hanrnrk  RlnhM  Tprhnnlnoru-A/Hanrnrlf 
ndiii/Ubn  uiuudi  i GutiiiUIUgj  nf  na muuuk 

in  s 

1  U.J 

LJ.J 

IO,OU4 

224 
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u 
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ndlll/UUfV  ul  Un III  r  UIIU  rv  nd MLUUrx 

1U.D 

99  n 

cc.  U 

1  7  d?9 

1  /  ,^JL 

397 

JL  1 

33  3 

00.0 

0.0 

J.UU 

1  dfi 
i.tj 

A+ 

B 

Hancock  Regional  Bank-A/Hancock 

21.0 

28.1 

20,410 

5,596 

19.5 

3.1 

t 

1.35 

D 

A 

Hancock  Sovereign  Investors-A/Hancock 

12.0 

22.3 

17,516 

2,182 

19.5 

32.8 

5.00 

1.13 

A+ 

F 

Hancock  Special  Equities-A/Hancock 

15.5 

21.9 

18,017 

1,799 

26.1 

1.6 

'  5.00 

1.43 

Hancock  Special  Opportunities-A/Hancock 

 * 

18.4 

15,732 

357 

33.1 

3.8 

5.00 

1.59 

Hanrnrk  lltilitip^-fl/Hanrnrk 

itdllbUUn  UUIIIICO  nl  1 1  a  1 IUUL  r\ 

* 

1 3  7 
i  j.  / 

1 3  fiRR 
i  j  ,uoo 

67 

1R  ^ 

1  J.O 

4  1 

5.00 

1  06  a 

■  A 

■  D 

Harhnr  Panital  flnnrpriatinn/HPA 

rial  UUI  udfJIlal  nJJjJi  G'jla  HUM/ 1  Ibn 

 * 

21  7 

21  4?fi 

L  1  ,HCU 

2  384 

^i  n 

O  1  .V 

19  3 

1  J.J 

none 

0  72 

....... 

D 

Harbor  Growth  Fund/HCA 

8.9 

18.3 

14,745 

95 

26.7 

4.3 

none 

0.98 

■  D 

■  B 

Harbor  Value  Fund/HCA 

 * 

24.8 

17,455 

146 

21.8 

4.9 

none 

0.83 

Haven  Fund/Provident 

 * 

22.3 

17,259 

80 

20.3 

4.6 

none 

1.34 

A 

C 

Heartland  Group-Value/Heartland 

14.2 

21.4 

17,097 

1,952 

17.9 

0.1 

t 

1.13 

c 

g 

Hpritaop  Panital  Annrpriatinn-A/Hprit^op 
nci  iiagc  udjjiidi  H|i|Ji  ci*id null  n/ net  i id gc 

1 1  R 

11.0 

L.U.1 

1  J,0  J  J 

R1 

2ci  4 

18.4 

4.75 

1.53 

ncllldgc  ocllca— of  lid  11  UdfJ  olULn-H/ntllLdgc 

 * 

9Q  A 

LV,  JU  / 

991 
LL 1 

1  fi 

1O.0 

U.J 

A  7R 

i 

l.OU 

HomeState  Pennsylvania  Growth/HomeState 

 * 

25.5 

19,072 

90 

21.7 

0.4 

4.75 

1.85 

Homestead  Value  Fund/Homestead 

 * 

23.1 

18,026 

323 

55.7 

55.8 

none 

0.73 

B 

C 

Hotchkis  &  Wiley-Equity  Income/Hotchkis 

11.8 

111 

16,923 

195 

12.9 

13.2 

none 

0.92 

C 

c 

HS6C  Growth  &  Income/HSBC 

11.5 

23.6 

17,879 

168 

23.4 

32.5 

5.00 

0.84  a 

nODU  OHIdll  UdJJ/noDL' 

 * 

1Q  1 

13.1 

1fi  R71 

10,0/  1 

JO 

OU.CJ 

n  7 

u.  / 

J.UU 

i  n^  3 

1  u  J  a 

D 

A 

Wavnp  Hiimmpr  firnwth/Hiimmpr 

H  aj  JIG  1 1 U 1 1 1  III  G 1  UIUTVIM/IIUMMIICI 

10.5 

19.3 

16,301 

118 

20.6 

2.5 

none 

0.99 

D 

B 

IAA  Trust  Growth/FPS 

11.3 

25.5 

18,218 

126 

20.7 

34.0 

none 

1.16 

...... 

IAI  Emerging  Growth/IAI 

 * 

22.4 

17,372 

410 

31.2 

1.7 

t 

1.19 

B 

IAI  Growth  &  Income/IAI 

10.3 

21.7 

16,439 

107 

2Q.5 

29.5 

none 

1.25 

IAI  Midcap  Growth/IAI 

* 

18.7 

15,428 

118 

22.6 

2.5 

none 

1.25 

C 

B 

IAI  Regional  Fund/IAI 

13.6 

22.9 

16,692 

558 

16.7 

4.9 

none 

1.21 

B 

D 

IDEX  Growth  Fund-A/lnterSecurities 

14.7 

24.3 

17,890 

633 

29.8 

25.6 

5.50 

1.68 

■  C 

■  B 

IDS  Blue  Chip  Advantage-A/Amer  Express 

 * 

27.1 

19,236 

1,374 

24.1 

28.6 

5.00 

0.89 

B 

D 

IDS  Discovery  Fund-A/Amer  Express 

11.4 

20.4 

15,753 

932 

23.5 

2.0 

5.00 

1.10 

IDS  Diversified  Equity  Income-A/Amer  Express 

17.8 

15,335 

1,921 

17.4 

23.3 

5.00 

0.88 

Three-year  return  6/30/94  through  6/30/97.  "Fund  rated  for  three  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  for 
full  period.  tClosed  to  new  investors,  a-.  Net  of  absorption  of  expenses  by  fund  sponsor.  'Formerly  GT  Global  America  Growth. 
Sources:  Forbes;  tipper  Analytical  Services;  Morningstar,  Inc. 


Rules,  page  162.  Distributor  table,  page  257. 


Market 
Performance 


Up  Down 


Fund/distributor 


178 


Forbes  ■  August  25,  1997 


B  Hl  HU  l  I  M  ^ND  SURVEY 


Market 
Performance 

Fund/distributor 

Annualized  total  return 

$10,000 
grew  to 
(aftertax) 

Assets 
6/30/97 
($mil) 

Weighted 

Median 
market 
cap 

Maximum 
sales 
charge 

Annual 

Up 

Down 

oisuai 

to 
6/30/97 

j-year 

average 
P/E 

expenses 
per 
$100 

Standard  &  Poor's  500  stock  average 

13.8% 

28.7% 

Forbes  stock  fund  composite 

12.5% 

22.9% 

21.9 

$12.5 

$1.16 

C 

C 

IDS  Equity  Select-A/Amer  Express 

11.7% 

22.6% 

$16,987 

$928 

22.0 

$9.3 

5.00  % 

$0.87 

c 

B 

IDS  Equity  Value-A/Amer  Express 

13.6 

2L9 

16,886 

2,213 

14.5 

20.6 

5.00 

0.89 

A 

n 

D 

IDS  Growth  Fund-A/Amer  Express 

14.5 

30J 

21,296 

3,461 

25.1 

17.4 

5.00 

0.98 

n 

D 

B 

IDS  Managed  Allocation-AVAmer  Express 

11.3 

15.2 

14,022 

2,825 

18.1 

20.2 

5.00 

0.84 

8 

B 

IDS  New  Dimensions-A/Amer  Express 

15.6 

25.6 

19,108 

9,277 

28.0 

33.3 

5.00 

0.95 

n 

C 

IDS  Progressive  Fund-A/Amer  Express 

8.5 

19.3 

15,985 

478 

14.9 

1.2 

5.00 

1.04 

D 

A 

IDS  Stock  Fund-A/Amer  Express 

12.2 

20.1 

16,190 

2,893 

18.3 

20.3 

5.00 

0.78 

C 

D 

IDS  Strategy  Aggressive-A/Amer  Express 

9.7 

20.8 

17,034 

1,227 

33.1 

8.4 

5.00 

1.06 

■  D 

■  A 

IDS  Utilities  Income-A/Amer  Express 

 * 

15.5 

14,590 

834 

17.5 

7.6 

5.00 

0.90 

A 

n 

Invesco  Dynamics  Fund/lnvesco 

12.1 

22.0 

16,943 

921 

28.4 

9.9 

none 

1.16 

n 
D 

n 

Invesco  Growth  Fund/lnvesco 

11.5 

22.4 

16,297 

730 

22.7 

24.4 

none 

1.05 

C 

A 

Invesco  Industrial  Income/lnvesco 

13.8 

19.4 

15,904 

4,577 

18.8 

24.9 

none 

0.93a 

Invesco  Small  Co  Growth2/! nvesco 

—  * 

16.9 

14,720 

290 

29.3 

1.2 

none 

1.52 

r 

F 

A 

Invesco  Strategic-Energy/lnvesco 

4.9 

1U 

15,751 

188 

30.4 

12.7 

none 

1.30 

A+ 

C 

Invesco  Strategic— Finl  Svcs/lnvesco 

21.2 

29.3 

20,376 

948 

15.6 

11.5 

none 

1.11 

A 

n 

D 

Invesco  Strategic-Health  Sci/lnvesco 

18.7 

31.6 

21,335 

1,004 

40.0 

11.4 

none 

0.98 

A 

D 

Invesco  Strategic-Leisure/lnvesco 

15.3 

14.4 

14,095 

203 

28.0 

4.0 

none 

1.30 

A+ 

D 

Invesco  Strategic-Technology/lnvesco 

18.1 

30.4 

20,126 

941 

27.0 

5.4 

none 

1.08 

D 

A 

Invesco  Strategic— Utilities/In vesco 

11.1 

14.4 

14,199 

137 

14.9 

9.1 

none 

1.17 

Invesco  Value-Total  Return/lnvesco 

 * 

20.1 

16,745 

1,734 

16.6 

23.0 

none 

0.89 

Invesco  Value-Value  Equity/lnvesco 

— * 

24.8 

18,544 

371 

18.1 

25.1 

none 

1.01 

D 

A 

Investment  Co  of  America/American  Funds 

12.8 

23.7 

17,914 

36,290 

20.2 

27.4 

5.75 

0.59 

Investors  Trust-Value-A/GNA 

 —  * 

26.8 

19,689 

54 

24.3 

41.4 

4.50 

1.35 

Ivy  Emerging  Growth-A/Ivy 

25.4 

18,846 

114 

37.6 

0.4 

5.75 

1.76 

D 

C 

Ivy  Growth  Fund-A/Ivy 

10.3 

19.4 

16,029 

336 

27.0 

3.1 

5.75 

1.45 

D 

B 

Ivy  Growth  with  Income-A/Ivy 

11.8 

20.4 

16,384 

83 

22.7 

3.7 

5.75 

1.71 

Janus  Enterprise  Fund/Janus 

—  * 

187 

16,004 

593 

17.3 

1.2 

none 

1.05 

C 

A 

Janus  Fund/Janus 

15.5 

21.6 

17,000 

18,190 

16.9 

6.4 

none 

0.87 

Janus  Growth  &  Income/Janus 

'* 

27.8 

19,537 

1,488 

17.7 

14.6 

none 

0.99 

Janus  Mercury  Fund/Janus 

—  * 

25.2 

18,110 

2,006 

17.8 

2.1 

none 

0.93 

A 

D 

Janus  Twenty  Fund/Janus 

16.9 

29.2 

19,478 

5,381 

18.1 

33.2 

none 

0.92 

C 

B 

Janus  Venture  Fund/Janus 

13.2 

 lis" 

13,979 

1,254 

16.5 

0.3 

....... 

0.91 

C 

B 

JPM  Pierpont  US  EquityVJP  Morgan 

13.7 

24.1 

17,313 

372 

23.0 

13.5 

none 

0.82 

B 

F 

JPM  Pierpont  US  Small  CoVJP  Morgan 

10.3 

21.9 

16,538 

248 

23.8 

0.8 

none 

0.90  a 

Jundt  Growth  Fund-A/Jundt 

16.9 

14,352 

88 

40.5 

6.8 

5.25 

2.15 

nt 

n 
u 

Kaufmann  Fund/Kaufmann 

20.0 

26.9 

20,079 

5,670 

34.2 

0.9 

none  § 

1.92 

D 

■  C 

Kemper  Blue  Chip-A/Kem per 

—  * 

26.0 

18,294 

376 

17.9 

17.3 

5.75 

1.16 

■  C 

■  C 

Kemper-Dreman  Contrarian-A/Kemper 

24.8 

17,909 

138 

18.0 

21.9 

5.75 

1.25 

■  A 

■  D 

Kemper-Dreman  High  Return-A/Kemper 

* 

29.2 

20,968 

1,916 

17.1 

25.7 

5.75 

1.21 

Kemper-Dreman  Small  Cap  Value-A/Kemper 

28.0 

20,407 

805 

12.1 

0.6 

5.75 

1.47a 

C 

C 

Kemper  Growth  Fund-A/Kemper 

12.1 

20.3 

15,590 

2,686 

31.1 

8.9 

5.75 

1.08 

Three-year  return  6/30/94  through  6/30/97.  ■Fund  rated  for  three  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  for 
full  period.  tClosed  to  new  investors.  §Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund.  a.  Net  of  absorption  of  expenses  by  fund  sponsor. 
'Formerly  IDS  Managed  Retirement,  formerly  Invesco  Emerging  Growth,  formerly  Pierpont  Equity  Fund.  "Formerly  Pierpont  Capital  Appreciation 
Sources:  Forbes;  Upper  Analytical  Services;  Morningstar,  Inc. 
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□ 

□ 

STOCK  FUNDS 

FUND  SURVEY 

Annualized  total  return  $10,000  Assets  Weighted  Median  Maximum  Annual 

8/31/87      3-year  grew  to  6/30/97  average  market  sales  expenses 

■to  (aftertax)  ($mil)  P/E         cap  charge  per 

6/30/97  ($bil)  $100 


5TANDARD  Ci.  JL  OUK  S  DUU  MUCK  AVilKALiE 

Forbes  stock  fund  composite 

1  ^  a0/. 

IOiO  /o 

12.5% 

OA  7% 

22.9% 

21.9 

$12.5 

$1.16 

B 

D 

Kemper  Small  Cap  Equity-A/Kemper 

12.3% 

22.5% 

$16,834 

$936 

28.5 

$1.4 

5.75  % 

$1.08 

B 

D 

Kemper  Technology  Fund-A/Kemper 

11.8 

29.0 

18,774 

1,117 

26.9 

12.6 

5.75 

0.89 

........ 

F 

Keystone  America  Hartwell  Emerg-A/Evergreen 

12.4 

25.1 

18,436 

88 

25.4 

0.6 

4.75 

1.66 

D 

A 

Keystone  Fund  for  Total  Return-A/Evergreen 

12.1 

22.4 

17,659 

152 

18.3 

25.0 

4.75 

1.41 

D 

C 

Keystone  Growth  &  Income  (S-1)/Evergreen 

9.6 

22.9 

16,855 

303 

19.3 

25.5 

4.00  b 

1.85 

n 
D 

n 
U 

Keystone  Omega  Fund-A/Evergreen 

1  o  n 

1  0  7 

iy./ 

1  c  0  7  1 
13,0/1 

occ 
Zoo 

il.i 

C  Q 

0.0 

A  7t 
4./0 

1   0  0 

l.ii 

A 

F 

Keystone  Small  Co  Growth  (S-4)/Evergreen 

11.8 

18.5 

15,630 

1,442 

26.0 

0.6 

4.00  b 

1.73 

D 

C 

Keystone  Strategic  Growth  (K-2)/Evergreen 

10.2 

20.6 

15,856 

554 

31.0 

3.6 

4.00  b 

1.91 

D 

D 

Landmark  Equity  Fund-A/Landmark 

7.2 

21.2 

16,817 

251 

24.7 

23.5 

4.75 

1.05a 

C 

B 

Lazard  Funds-Equity/Lazard  Freres 

13.9 

26.2 

18,777 

321 

16.8 

10.3 

none 

0.89 

Lazard  Funds-Small  Cap/Lazard  Freres 

* 

22.4 

17,015 

1,254 

16.0 

0.7 

none 

0.84 

Legg  Mason  Amer  Leading  Cos-P/Legg  Mason 

 * 

00  Q 
ii.O 

1  q  no/i 
10, 074 

1  fi  i 
141 

OC  0 
iO.i 

OA  1 

24.1 

none 

l.aba 

B 

D 

Legg  Mason  Special  Invest-P/Legg  Mason 

13.1 

18.9 

16,218 

1,135 

16.9 

1.8 

none 

1.91 

C 

C 

Legg  Mason  Total  Return-P/Legg  Mason 

11.8 

24.0 

17,984 

446 

14.2 

15.8 

none 

1.93 

A 

D 

Legg  Mason  Value  Trust-P/Legg  Mason 

14.3 

35.7 

24,031 

2,859 

16.0 

19.4 

none 

1.75 

C 

B 

Lexington  Corp  Leaders  Trust/Lexington 

13.5 

27.2 

18,836 

501 

19.8 

42.3 

none 

0.63 

D 

B 

Lexington  Growth  &  Income/Lexington 

10.7 

22.4 

16,996 

220 

19.6 

18.0 

none 

............ 

c 
r 

M+ 

Lindner  Dividend  Fund-lnvestor/Ryback 

1  1  Q 
11.0 

1  0  0 
li.i 

i  o  no  i 
lo.OYl 

o  noQ 
l,\)ci 

1  Q  C 

C  0 

none 

U.bU 

D 

A 

Lindner  Growth  Fund-lnvestor/Ryback 

11.0 

16.4 

14,439 

1,497 

12.4 

1.9 

none 

0.63 

B 

A 

Longleaf  Partners  Fund/Southeastern 

16.1 

21.1 

16,669 

2,634 

27.4 

4.7 

t 

0.94 

■  D 

■  C 

Longleaf  Partners  Small-Cap/Southeastern 

 * 

24.5 

18,266 

633 

17.8 

0.4 

t 

1.19 

Loomis  Sayles  Core  Value/Loomis 

* 

24.7 

17,990 

53 

17.6 

6.9 

none 

1.10a 

Loomis  Sayles  Small  Cap/Loomis 

* 

25.5 

18,444 

200 

15.7 

0.5 

none 

1.19 

n 
U 

b 

Loro  ADoett  ATtiiiated  rund-A/Loru  Abbett 

1  0  1 

0  C  O 

lb. 1. 

1 1  o  /\  n 

l/,849 

/,434 

1  7  C 

l/.D 

1  o  n 

18.9 

o./b 

0.67 

A 

D 

Lord  Abbett  Devel  Growth-A/Lord  Abbett 

12.5 

32.9 

20,811 

373 

24.9 

0.3 

5.75 

1.11 

Lord  Abbett  Growth  &  Income-C/Lord  Abbett 

* 

23.6 

18,507 

141 

17.4 

12.3 

none  § 

2.10 

D 

B 

Lord  Abbett  Mid-Cap  Value-A/Lord  Abbett 

11.2 

20.9 

15,897 

288 

15.8 

1.8 

5.75 

1.23 

D 

B 

Lutheran  Brotherhood  Fund/Lutheran 

11.2 

23.3 

17,828 

958 

22.0 

34.3 

5.00 

0.91 

Lutheran  Brotherhood  Oppor  Growth/Lutheran 

— 

20.6 

16,043 

277 

17.2 

0.3 

5.00 

1.32 

A 
ft 

n 
U 

IJIninClmi      Onniinl    InnrMiilAtlAn     A  /MY/I  !X» 

MainMay-iapitai  Appreciation-A/NYLite 

14.0 

24.9 

19,355 

1,780 

30.1 

9.6 

5.50 

1.10 

MainStay-Equity  Index/NYLife 

 * 

31.3 

22,088 

330 

24.7 

29.3 

3.00 

0.80a 

c 

B 

MainStay-Value  Fund-A/NYLife 

12.9 

20.0 

16,436 

1,312 

18.9 

7.7 

5.50 

1.13 

A 

B 

Mairs  &  Power  Growth  Fund/Mairs  &  Power 

16.3 

33.8 

23,205 

279 

20.0 

11.3 

none 

0.89 

C 

B 

Managers  Capital  Appreciation/Managers 

12.1 

18.3 

14,996 

99 

30.0 

5.5 

none 

1.33  a 

C 

C 

Managers  Income  Equity/Managers 

11.7 

23.0 

16,703 

63 

17.3 

7.9 

none 

1.44a 

A 

C 

Managers  Special  Equity/Managers 

15.3 

24.6 

18,139 

489 

24.0 

0.3 

none 

1.43 

C 

A 

MAP-Equity  Fund/MAP 

14.3 

26.4 

18,049 

87 

19.9 

3.0 

4.75 

0.74 

MarketWatch  Equity  Fund/Bisys 

 * 

27.5 

20,328 

295 

19.4 

27.9 

450 

1.35a 

Marquis  Value  Equity-A/SEI 

23.3 

18,001 

122 

14.7 

10.2 

3.50 

1.00 

Marshail  Equity  Income/Federated 

 * 

23.8 

18,059 

311 

15.2 

28.5 

none 

1.23 

Marshall  Large  Cap  Growth  &  IncVFederated 

 * 

23.0 

17,408 

263 

19.6 

44.9 

none 

1.23 

Three-year  retun;  W30/94  through  6/30/97.  ■  Fund  rated  for  three  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  for 
full  period.  tCiosed  to  new  investors.  §Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund,  a:  Net  of  absorption  of  expenses  by  fund  sponsor, 
b:  Includes  back-end  load  that  reverts  to  distributor.  'Formerly  Marshall  Stock  Fund. 
Sources:  Forbes;  Li^pei  Analytical  Services;  Morningstar,  Inc. 
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Close-up  of  the  Hungarian  1 ,000-forint  note  picturing  composer  Bela  Bartok,  whose 
folk  music-influenced  classical  pieces  are  part  of  the  standard  concert  repertoire. 


INVESTMENT  BANK,  WITHOUT 


THE  ATTITUDE  OF  A  WAI 


INVESTMENT  BANKER. 


the  expertise  of  a  wall  street        Many  midsized  companies  aren't  big 

INVESTMENT  BANK,  WITHOUT  enough  to  command  the  full  attention' 

the  attitude  of  a  wall  street  of  the  Wall  Street  investment  banks. 
investment  banker.  There- is  one  place  companies. your 

size  can  go  for  their  Capital  Markets 

needs,  however,  where  competence  isn't  paired  with  indifference: 
First  Union.  Here  you'll  be  treated  to  all  the- flexibility,  capital  and 
responsiveness  that  large  companies  usually  get.  You  can  tap  into 
the  knowledge  of  specialized  teams  expert  in  specific  markets. 
And  your  business  is  important  enough  to  rate  our  best  people,; 
It  comes  down  to  this;  we  think  an  investment  bank  should  hS 
asking' if  they're  good  enough  for  you.  •  Not  the  other  way  m 


'     7  iW  * 


©1997  First  Union  Corp. 
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HYUNDAI 

50  th  ANNIVERSARY 


Are 


You 


in 


Our 


Future? 


Electronics  &  Communications  Automobiles 


Aerospace 


Petrochemicals 


Engineering  &  Construction         High  Speed  Trains 


Iron  &  Metals 


Resource  Development 


http://www.hyundai.net 


"Value  Managemeni'  for  Mankind,  Society  and  Future 


Over  the  past  fifty  years,  Hyundai  innovations 
have  made  a  world  of  difference. 

Today,  our  cars  move  people  in  over  190 
countries.  Our  oil  tankers  deliver  the  fuel  that 
powers  economic  development  to  every 
continent.  Our  semiconductors  store  and 
process  the  data  that  will  take  technology  to  the 
next  level.  And  we've  only  just  begun. 

You  see  at  Hyundai,  each  product  and  service 
we  develop  becomes  the  inspiration  for  future 
innovations.  Innovations  designed  to  meet  the 
customer's  psychological  needs  as  well  as 
physical  ones.  And  that  will  bring  us  all  something 
very  important.  A  better  life. 

Are  you  in  our  future? 


HYUNDAI 

Building  A  Better  World  Through  Value  Management 


STOCK  FUNDS 


FUND  SURVEY 


Market 
Performance 

Fund/distributor 

Annualized  total  return 

D/H/Q7           1  wo-ir 

fin  nnn 

$10,000 
grew  to 
(aftertax) 

Assets 
6/30/97 
($mil) 

Weighted 
average 
P/E 

Median 
market 
cap 
($bil) 

Maximum 
sales 
charge 

Annual 
expenses 
per 
$100 

Up 

Down 

to 
6/30/97 

J  jCOl 

WSKM 

Standard  &  Poor's  500  stock  average 

13.8% 

28.7% 

Forbes  stock  fund  composite 

12.5% 

22.9% 

21.9 

$12.5 

$1.16 

Marshall  Mid-Cap  Growth'/Federated 

22.9% 

$17, 723 

$186 

25.7 

$3.5 

none 

$1.24 

Marshall  Mid-Cap  Value2/Federated 

 * 

18.1 

15,169 

150 

21.4 

6.7 

none 

1.23 

c 

B 

MAS-Equity  Fund-lnst/MAS 

13.8% 

24.9 

17,494 

1,346 

16.9 

11.5 

none 

0.61 

■  A 

■  D 

MAS  Mid  Can  Rrnuith/MA's 
IY1HO— IYIIU  Udp  urUWlll/IVIHo 

 * 

24.9 

1  7  fl9R 

1  /  ,\JjO 

38fi 
OOU 

i]  7 
41./ 

9  n 

L.\) 

none 

n  K3 
u.oo 

A 

D 

MAS-Small  Cap  Value/MAS 

15.2 

25.4 

17,432 

741 

16.2 

0.8 

t 

0.86 

B 

B 

MAS-Value  Fund-lnst/MAS 

15.3 

28.8 

19,499 

3,252 

13.3 

5.4 

t 

0.61 

B 

D 

Mass  Investors  Growth  Stock-A/MFS 

99  0 

18,645 

1,557 

28.7 

17.4 

5.75  % 

0.72 

C 

B 

Mass  Investors  Trust-A/MFS 

13.7 

28^4 

19,313 

4,533 

19.4 

23.0 

5.75 

0.79 

F 

A+ 

Mathers  Fund/Mathers 



10,106 

148 

14.3 

0.3 

none 

1.03 

Manfnr  Ponitol  nrnufth  fl/Montnr 

meniui  udpiidi  ufuwui-h/iviciiiui 

—  * 

24.2 

1  7  £79 

1  /  ,0  /  L 

1 OU 

1  8  8 
10.0 

99  fi 

<y  7£ 

1  A  1 
1.41 

A 

0 

Mentor  Growth  Portfolio-A/Mentor 

12.1 

237 

17,183 

500 

26.1 

1.5 

5.75 

1.27 

F 

A+ 

Merger  Fund/Westchester 

7.8 

10.8 

12,825 

448 

25.7 

1.0 

f 

1.37 

B 

C 

Meridian  Fund/Meridian 

10. u 

1  7  9 

15,358 

353 

31.0 

1.5 

none 

0.97 

C 

B 

Merrill  Lynch  Basic  Value-D/Merrill 

12.7 

23i 

17,846 

10,235 

17.5 

26.2 

5.25 

0.81 

D 

A 

Merrill  Lynch  Capital-D/Merrill 

it? 

19.0 

15,403 

9,987 

13.9 

16.7 

5.25 

0.80 

D 

C 

Morrill  1  wnph  Fund  fnr  Tftmnrrnuu  H/MornM 

iviciiiii  Lyntii  runu  i u i  i u iiiui f uw- u/ ivici r M i 

10.6 

21.6 

10,000 

377 

Of  1 

1  Q  7 

1  j .  / 

1  3  9 

£  9R 

1  9t> 

Merrill  Lynch  Fundamental  Growth-D/Merrill 

 * 

26.6 

19,509 

334 

24.2 

36.3 

5.25 

1.26 

A 

B 

Merrill  Lynch  Growth-D3/Merrill 

16.6 

24.5 

18,306 

6,825 

25.1 

5.1 

5.25 

1.05a 

C 

D 

Merrill  Lynch  Special  Value-D/Merrill 

8  9 

O.J 

9?  4 

16,741 

739 

17.2 

0.5 

5.25 

1.35 

D 

■  A 

Merrill  Lynch  Strategic  Div-D/Merrill 

21.9 

15.902 

190 

15.8 

20.6 

5.25 

1.28 

C 

B 

MFS  Capital  Growth-A/MFS 

11.9 

23J  " 

16,599 

622 

18.2 

11.2 

5.75 

1.29 

A+ 

F 

iflro  tmerging  urowrn-A/iviro 

16.9 

28.1 

on  Qi n 
£U,01U 

7  738 

31  7 
31. 1 

fi  9 

0.£ 

£  7£ 
0.  /  J 

1  99 

........... 

D 

MFS  Growth  Opportunities-A/MFS 

10.9 

25.8 

18,148 

912 

24.9 

14.0 

5.75 

0.84 

B 

D 

MFS  Managed  Sectors-A/MFS 

10.9 

22.8 

16,561 

393 

20.1 

8.9 

5.75 

1.42 

MFS  OTC  Fund-A/MFS 

* 

1Q  9 

15,539 

116 

20.3 

5.7 

5.75 

1.49 

B 

""if" 

MFS  Research  Fund-A/MFS 

13.3 

26.7 

19,162 

3,718 

21.1 

11.6 

5.75 

1.01 

MFS  Utilities  Fund-A/MFS 

220 

16,923 

168 

13.6 

9.6 

4.75 

1.18a 

B 

c 

MPC  Volno  Fund  A/MTC 

wiro  value  runo-A/iviro 

12.8 

23.9 

1  7  G73 

Q93 

yzo 

1  8  A 
10.4 

o.u 

c.  7£ 

1  3D 
l.OU 

C 

c 

Monetta  Fund/Monetta 

11.8 

14.0 

14,104 

159 

29.6 

1.0 

none 

1.38 

Montgomery  Growth  Fund-R/Montgomery 

—  * 

23.9 

17,821 

1,137 

27.5 

9.3 

none 

1.33 

Montgomery  Small  Cap-R/Montgomery 

* 

91  ■? 

£1.0 

16,303 

198 

17.5 

1.3 

t 

1.23 

D 

c 

Morgan  Keegan  Southern  Cap/Morgan  Keegan 

9.6 

22.6 

17,921 

54 

21.7 

16.4 

3.00 

2.00a 

Morgan  Stanley  American  Value-A/Morgan  Stanley 

 * 

20.8 

16,829 

82 

16.0 

0.6 

5.75 

1.50a 

■  A 

■  D 

lYiuniennamp  runo/iviunienKarnp 

 * 

25.5 

in  C07 

iy,  jo/ 

78 
10 

1  3  C 
10.0 

1  C  Q 

id. y 

none 

1  G.7 
1.0/ 

Munder  Indsx  500-A/Mnndpr 

 * 

2g2 

20,171 

151 

•24.1 

27.4 

2.50 

0.39a 

Munder  Multi-Season  Growth-A/Munder 

 * 

24.9 

18,993 

111 

22.0 

21  9 

5.50 

1.26a 

Nations-Capital  Growth-Invest  A/Nations 

 * 

22.5 

16,080 

78 

21.7 

30.9 

none 

1.21 

Nations-Emerg  Growth-Invest  A/Nations 

 * 

23.5 

17,335 

53 

26.1 

2.2 

none 

1.23 

Nations— Fpuity  Income-Invest  A/Nations 

20.6 

15,430 

185 

18.3 

ICO 

15.8 

none 

1  1  c 

1.1b 

■  C 

■  B 

Nations-Value  Fund-Investor  A/Nations 

 * 

23.8 

17,588 

214 

19.3 

23.8 

none 

122 

C 

B 

Nationwio.  F  id/Nationwide 

13.3 

27.8 

19,441 

1,276 

19.1 

17.9 

4.50 

0.60 

Three-year  retu       S/94  through  6/30/97.  ■  Fund  rated  for  three  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  for 
full  period.  tCli      to  new  investors,  a:  Net  of  absorption  of  expenses  by  fund  sponsor.  'Formerly  Marshall  Mid-Cap  Stock,  formerly  Marshall  Value  Equity,  formerly 
Merrill  Lynch  Inve         8  Retirement. 
Sources:  Forbes.  Lii .        vtical  Services;  Mormngstar,  Inc. 
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□ 


STOCK  FUNDS 


Market 
Performance 

Fund/distributor 

Annualized  total  return 

$10,000 

Assets 
6/30/97 
($mil) 

Weighted 

Median 
market 

Maximum 
sales 
charge 

Annual 

Up 

Down  1 

B/0  1/0/ 

to 
6/30/97 

j-year 

grew  to 
(aftertax) 

average 
P/E 

expenses 

cap 
($bil) 

per 
$100 

Standard  &  Poor's  500  stock  average 

13.8% 

28.7% 

Forbes  stock  fund  composite 

12.5% 

22.9% 

21.9 

$12.5 

$1.16 

c 

B 

Nationwide  Growth  Fund/Nationwide 

11.8  % 

23.1% 

$17,466 

$789 

18.6 

$19.7 

4.50  % 

$0.63 

Navellier  Aggress  Small  Cap  Equity/Navell ler 

26.7 

20,215 

78 

327 

0.9 

t 

1.75 

B 

B 

N&B  Focus  Fund/Neuberger 

13.8 

24.0 

18,138 

1.444 

20.7 

6.9 

none 

0.86 

■  B 

■  D 

N&B  Genesis  Fund/Neuberger 

25.8 

19,292 

770 

20.2 

0.6 

none 

1.21  a 

B 

C 

riotD  uuaruidn  runu/iNeuu6rger 

13.7 

21.6 

1  7  0/1  0 

1  /,o4o 

0  000 

1  c  0 
lb. 3 

1 1  0 
1  lo 

none 

n  on 

C 

D 

N61D  iviannauan  runu/i\euuerger 

11.1 

21.2 

1  C  A  00 

con 
b9U 

on  7 

oU./ 

0  c 

3.6 

none 

1.00 

C 

B 

N&B  Partners  Fund/Neuberger 

1  0  "7 
Id./ 

27.2 

18,820 

3,190 

23.3 

5.7 

none 

0.82 

N&B  Socially  Responsive/Neuberger 

 * 

24.0 

18.735 

55 

21.9 

4.5 

none 

1.50a 

New  Age  Media  Fund/Price 

* 

2L5 

16,710 

238 

NA 

NA 

none 

1.22 

B 

C 

New  Economy  Fund/American  Funds 

12.3 

177 

15,428 

4,462 

18.8 

9.0 

5.75 

0.84 

New  England  Capital  Growth-A/New  England 

 * 

22.6 

1  7  C  A  0 

l/,b48 

203 

27.9 

24.7 

5.75 

1.51 

C 

C 

New  England  Growth  Fund-A/New  England 

12.5 

25.1 

1  7  0 cn 

1  /,8bU 

1    A  A  0 

1,442 

0  A  O 

24.8 

010 
31.8 

5.75 

1.15 

C 

B 

New  England  Growth  Oppors-A/New  England 

11.  L 

0  c  yl 

25.4 

17,758 

268 

16.7 

25.9 

5.75 

1.30 

 C 

D 

New  England  Value  Fund-A/New  England 

10.8 

24.2 

17,580 

408 

14.3 

13.3 

"575" 

1.29 

N-A  Core  Growth-A/Nicholas-Applegate 

* 

18  8 

16,317 

281 

26.1 

6.1 

5.25 

1.60 

N-A  Emerging  Growth-A/Nicholas-Applegate 

_* 

22.5 

17,846 

401 

23.2 

0.7 

5.25 

1.72 

A 

D 

N-A  Growth  Equity-A/Nicholas-Applegate 

11.5 

18.0 

1  C  A  00 

A  00 

4oo 

0  C  7 

ob./ 

A  C 

4.5 

c  no 

b.UO 

1.48a 

N-A  Income  &  Growth-A/N ichol a s-Applegate 

_* 

17.4 

1  c  000 
lb, 006 

1  1  0 

lie 

oc  0 

0  c 
o.b 

c  0  c 

b.2b 

1  CO 

1.60 

B 

B 

Nicholas  Fund/Nicholas 

13./ 

24.7 

18,176 

4,602 

25.1 

8.4 

none 

0.72 

C 

B 

Nicholas  ll/Nicholas 

12.0 

22.8 

17,153 

882 

29.8 

1.7 

none 

0.62 

B 

B 

Nicholas  Limited  Edition/Nicholas 

15.4 

23.3 

17,136 

269 

32.0 

0.6 

none 

0.86 

D 

C 

North  American  Equity  Income-A'/Wood  Logan 

9.7 

19.2 

15,248 

161 

22.2 

11.3 

4.75 

1.34  a 

North  American  Growth  &  Inc-A/Wood  Logan 

 * 

24.9 

10  70  1 

18, /el 

1/4 

in  1 

19.1 

30.2 

4.75 

1.34a 

fiorineasi  invesiors  urowin  runu/Norrneasi 

* 

29.5 

/43 

7Q 

to 

0 

00.  L 

none 

1  0 1 
l. Li 

Northern  Funds-Growth  Equity/Sunstone 

21. fa 

17,596 

368 

24.4 

34.6 

none 

1.00a 

Northern  Funds-Select  Equity/Sunstone 

 * 

25:1 

19,142 

83 

27.0 

30.9 

none 

1.00a 

...... 

Northern  Funds-Small  Cap  Growth/Sun  stone 

 * 

18.8 

16,141 

237 

15.4 

0.4 

none 

1.00  a 

D 

Northstar  Growth  Fund-A/Northstar 

10.9 

2()2 

16,028 

121 

26.4 

13.1 

4.75 

1.32 

B 

D 

Northstar  Special  Fund-A/Northstar 

11.7 

14.4 

1/1  7/19 

14, Mo 

0  1  A 

00  0 
oU.U 

0  c 

A  7  C 

4,/5 

1  CO 

1.50 

Oak  Value  Fund/Oak  Value 

 * 

26.7 

in  ceo 

Q  0 
00 

none 

1  CO  * 

l.bba 

Oakmark  Fund/Harris 

* 

oc  0 

Lo.L 

18,631 

5,361 

18.8 

3.0 

none 

1.10 

A+ 

...... 

Oberweis  Emerging  Growth/Oberweis 

13.8 

26.3 

19,411 

186 

34.4 

0.4 

none 

1.48 

One  Group  Equity  Index-A/One  Group 

2M 

20,323 

267 

24.6 

29.7 

4.50 

0.53  a 

One  Group  Growth  Opportunities-A/One  Group 

22.1 

16,284 

81 

30.3 

3.4 

4.50 

1.22a 

One  Group  Income  Equity-A/One  Group 

 * 

25.1 

1  Q  COO 
10,000 

1  to 
loo 

01c 

0  A  C 

^4.5 

4.50 

1.23a 

One  Group  Large  Co  Growth-A/One  Group 

 * 

23^5 

1 8  01  n 

OQ  0 

q  1  n 
ol.U 

a  cn 
4.bU 

1    00  n 

l.LLa 

■  C 

■  B 

One  Group  Value  Growth-A/One  Group 

 * 

22.8 

16,584 

58 

24.2 

17.6 

4.50 

1.21a 

C 

C 

Oppenheimer  Capital  Appreciation-AVOppenheimer 

12.2 

27*" 

18,903 

1,141 

20.7 

18.5 

5.75 

1.02 

B 

C 

Oppenheimer  Disciplined  Value/Oppenheimer 

14.1 

24.0 

17,901 

186 

17.4 

9.1 

5.75 

'1.00 

A 

D 

Oppenheimer  Discovery  Fund-A/Oppenheimer 

14.2 

20.1 

16,315 

1,471 

24.4 

0.9 

5.75 

1.22 

B 

B 

Oppenheimer  Growth  Fund-A/Oppenheimer 

14.0 

25.8 

18,095 

1,750 

22.8 

5.5 

5.75 

1.00 

Three-year  return  6/30/94  through  6/30/97  ■  Fund  rated  for  three  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or  did  not  meet  asset  mimflium  for 
full  period.  tClosed  to  new  investors,  a:  Net  of  absorption  of  expenses  by  fund  sponsor.  NA:  Not  applicable  or  not  available.  'Formerly  North  American  Veiue  Equity, 
formerly  Oppenheimer  Target;  reflects  performance  of  Oppenheimer  Regency  prior  to  June  1991  merger 
Sources:  Forbes;  Upper  Analytical  Services,  Morningstar,  Inc. 
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□ 


STOCK  FUNDS 


Market 
Performance 

Fund/distributor 

Annualized  total  return 

0/11/117             1  iioor 

$10,000 
grew  to 
(aftertax) 

Assets 
6/30/97 
($mil) 

Weighted 
average 
P/E 

Median 
market 
cap 
($bil) 

Maximum 
sales 
charge 

Annual 
expenses 
per 
$100 

Up 

Down  1 

to 
6/30/97 

Standard  &  Poor's  500  stock  average 

13.8% 

28.7% 

Forbes  stock  fund  composite 

12.5% 

22.9% 

21.9 

$12.5 

$1.16 

■  A 

■  C 

Oppenheimer  Main  St  Inc  &  Growth-A/Oppenheimer 

 * 

21.8% 

$17,434 

$8,336 

25.5 

$23.4 

5.75  % 

$0.96 

Oppenheimer  Quest  Growth  &  Inc-A/Oppenheimer 

1  0  *J 

iy.o 

15,773 

99 

17.0 

8.9 

5.75 

1.90 

■  B 

■  C 

Oppenheimer  Quest  Small  Cap-A/Oppenheimer 

 * 

18.7 

15,732 

213 

14.8 

0.7 

5.75 

1.88 

C 

B 

Oppenheimer  Quest  Value-A/Oppenheimer 

13.3  % 

26.2 

18,928 

911 

12.3 

14.5 

5.75 

1.66 

C 

B 

Oppenheimer  Total  Return-A/Oppenheimer 

13.0 

21.2 

16,608 

2,933 

20.6 

17.9 

5.75 

0.90 

■  D 

■  A 

Oppenheimer  Value  Stock-A/Oppenheimer 

L  J  L 

17,994 

232 

21.6 

10.2 

5.75 

1.20 

B 

D 

Pacific  Horizon-Aggress  Growth-A/Bisys 

12.4 

21.8 

14,854 

208 

35.4 

0.3 

4.50 

1.42a 

Pacific  Horizon-Blue  Chip-A/Bisys 

26.9 

19,632 

272 

21.5 

35.6 

4.50 

1.18a 

PaineWebber  Capital  Apprec-A/PaineWebber 

21  8 

L  1  . 0 

17,093 

269 

NA 

NA 

4.50 

1.60 

A 

B 

PaineWebber  Finl  Svc  Growth-A/PaineWebber 

18.6 

28.8 

19,341 

195 

15.4 

5.8 

4.50 

1.52 

0 

A 

PaineWebber  Growth  &  Income-A/PaineWebber 

11.4 

25.7 

18,294 

823 

19.2 

16.2 

4.50 

1.17 

B 

D 

PaineWebber  Growth  Fund-A/PaineWebber 

11.3 

16.8 

15,199 

348 

18.1 

7.7 

4.50 

1.31 

PaineWebber  Small  Cap-A/PaineWebber 

— 

16.3 

14,735 

87 

17.2 

0.4 

4.50 

2.03 

Papp  America-Abroad/Papp 

ICO 

ib.o 

24,295 

158 

22.4 

13.3 

none 

1.25 

■  C 

■  B 

L  Roy  Papp  Stock  Fund/Papp 

 * 

L  1  .3 

20,645 

 if, 

24.5 

9.2 

none 

1.25"" 

Parkstone  Equity  Income-AVBisys 

 * 

1  J.D 

16,201 

121 

19.0 

25.3 

4.50 

1.57 

Parkstone  Midcap  Fund-AVBisys 

 * 

1 Q  fi 

i  J  .u 

15,117 

105 

30.2 

4.4 

4.50 

1.54 

Parkstone  Small  Capitalization- A/B  svc 

27.5 

18,590 

251 

30.7 

0.9 

4.50 

1.54 

B 

D 

Parnassus  Fund/Parnassus 

11.0 

16.6 

15,158 

314 

15.5 

1.5 

3.50 

1.18 

B 

D 

Pasadena  Growth  Fund-A/Pasadena 

10/1 

HA 

Ol  C 
£1.3 

17,477 

494 

25.6 

24.4 

5.50 

1.60a 

Pasadena  Nifty  Fifty-A/Pasadena 

LJ.J 

19,620 

268 

24.8 

36.3 

5.50 

1.74  a 

PBHG  Emerging  Growth/PBHG 

01.1 

21,989 

1,589 

35.7 

03 

none 

1.28 

A+ 

F 

PBHG  Growth  Fund/PBHG 

lfi  7 

1  u.  / 

19,332 

5,718 

32.8 

1.1 

none 

1.25 

Pegasus  Growth/ValueVWoodward 

Cl.f 

17,044 

97 

24.8 

13.1 

4.50 

0.91 

Perkins  Opportunity  Fund/First  Fund 

— 

22.5 

17,567 

82 

28.4 

0.1 

4.75 

1.90 

D 

C 

Philadelphia  Fund/Philadelphia 

9.7 

18.6 

15,933 

105 

17.9 

35.8 

none 

1.56 

D 

C 

Phoenix  Aggressive  Growth-A/Phoenix 

in  3 

91  1 

£1.1 

15,948 

244 

32.7 

5.8 

4.75 

1.22 

D 

D 

Phoenix  Equity  Opportunities-A/Phoenix 

9.2 

13.6 

13,492 

182 

32.6 

8.3 

4.75 

1.23 

D 

A 

Phoenix  Growth  Fund-A/Phoenix 

1 1  s 

L  1 .  J 

16,319 

2,532 

23.9 

19.0 

4.75 

1.13 

■  C 

■  B 

Phoenix  Multi— Mid-Cap-A/Phoenix 

* 

1  R  1 

ID.  1 

13,953 

380 

29.6 

3.2 

4.75 

1.37 

D 

B 

Pilgrim  America  MagnaCap-AVPilgrim 

11.9 

24.2 

17,222 

335 

21.2 

23.1 

5.75 

1.47 

Pimco  Cap  Appreciation-lnstVPimco 

 7  * 

26.7 

19,184 

562 

23.0 

9.5 

none 

0.71 

Pimco  Equity  Income-lnstVPimco 

93  7 

17,225 

139 

12.8 

5.2 

none 

0.72 

C 

B 

Pimco  Growth  Fund-A/Pimco 

LU.v 

16,125 

1,723 

31.0 

28.0 

5.50 

U5 

Pimco  Micro  Cap  Growth-lnst'/Pimco 

 * 

27  4 

19,931 

166 

17.5 

0.1 

none 

1.53 

Pimco  Mid  Cap  Growth-lnstVPimco 

 * 

26  3 

18,740 

385 

20.7 

2.2 

none 

0.72 

A+ 

D 

Pimco  Opportunity  Fund-A/Pimco 

16.4 

20.7 

15,807 

842 

36.0 

1.1 

t 

1.30 

Pimco  Small  Cap  Value-lnst/Pimco 

* 

23.0 

16,836 

79 

14.3 

0.5 

none 

0.90 

Pimco  StocksPlus-lnst/Pimco 

30.3 

19,306 

410 

NA 

NA 

none 

0.65 

Pimco  Target  Fund-A/Pimco 

 * 

22.0 

16,954 

1,191 

35.0 

3.3 

5.50 

1.20 

Pimco  Value  Fund-lnstVPimco 

 * 

25.0 

17,544 

180 

12.8 

9.1 

none 

0.73 

Three-year  return  5/30/94  through  6/30/97.  ■  Fund  rated  for  three  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  for 
full  period.  tClosed  to  new  investors,  a:  Net  of  absorption  of  expenses  by  fund  sponsor.  NA:  Not  applicable  or  not  available.  'Formerly  Parkstone  High  Income  Equity 
investor,  formerly  Parkstone  Equity,  formerly  Woodward  Growth/Value  Reflects  performance  of  Pilgrim  Fund  prior  to  June  1985  merger,  formerly  Cadence  Capital 
Appreciation,  formerly  MFJ  Equity  Income.  'Formerly  Cadence  Micro  Cap  Growth,  formerly  Cadence  Mid  Cap  Growth.  'Formerly  NFJ  Diversified  Low  P/E. 
Sources.  Forbes:  Upper  Analytical  Services;  Morningstar,  Inc. 
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Thinking  about  how  your  company's  costs  keep  adding  up?  We  are.  too. 
That's  why  our  industrial  electrical  rates  are  25%  below  the  national  average. 
And  by  helping  you  use  energy  more  efficiently,  our  engineers  can  further  reduce 
your  costs.  And  your  worries.  Anything  else  on  your  mind?  Just  let  us  know. 


AMERICAN 
ELECTRIC 
POWER 


MP:  America  's  Energy  Partner - 


Find  out  more  about  us  at  http://www.aep.com 


STOCK  FUNDS 


FUND  SURVEY 


Market 

Pcd  moil  H  UPC 

Fund/distributor 

Annualized  total  return 
8/31/87  3-year 

to 
6/30/97 

$10,000 
grew  to 
(aftertax) 

Assets 
6/30/97 
($mil) 

Weighted 
average 
P/E 

Median 
market 
cap 
($bil) 

Maximum 
sales 
charge 

Annual 
expenses 
per 
$100 

Standard  &  Poor's  500  stock  average 

1  1  ft% 
lOiO/o 

9ft  7% 

AO.  f  /o 

Forbes  stock  fund  composite 

12.5% 

22.9% 

21.9 

$12.5 

$1.16 

Pioneer  Capital  Growth-A/Pioneer 



21.0% 

$16,722 

$2,398 

11.3 

$2.1 

5.75  % 

$1.01 

Pioneer  Equity-Income-A/Pioneer 

  * 

20.0 

16,454 

609 

15.4 

14.1 

5.75 

1.15 

D 

C 

Pioneer  Fund-A/Pioneer 

11.4% 

23.3 

17,380 

3,524 

23.1 

11.4 

5.75 

1.01 

A 

D 

Pioneer  Growth  Shares-A/Pioneer 

15.2 

35.5 

21,491 

474 

19.7 

17.7 

5.75 

1.15 

C 

C 

Pioneer  1 1  -A/Pioneer 

10.9 

22.9 

1  fi  QQ9 
10, 33d 

fi  81  fi 
0,013 

1  Q  1 
13. 1 

9  r 

CM 

s  7fi 

3./3 

n  qc 

U.30 

p 
I 

n 
U 

Pioneer  Mid-Cap  Fund-A/Pioneer 

8  9 

1 1  9 

11.0 

1  9  7Q9 
l£,/30 

Q9C 
300 

99  7 

9  fi 
0.3 

fi  71; 

n  01 

U.31 

Pioneer  Real  Estate  Shares-A/Pioneer 

— 

16.4 

14,988 

175 

34.6 

0.8 

5.75 

1.71 

■  A 

■  D 

Piper  Funds-Emerging  Growth-A/Piper 

—  * 

22.1 

17,246 

255 

27.1 

2.4 

4.00 

1.23  a 

C 

C 

Piper  Funds-Growth-A/Piper 

12.5 

19.8 

15,653 

188 

24.7 

13.8 

4.00 

1.27  a 

Piper  Funds-Growth  &  Income-A/Piper 

 * 

25.0 

18,803 

123 

22.6 

38.5 

4.00 

1.34a 

■  c 

■  C 

rortico— ttjuiiy  inocx/rirsiar 

28.1 

9fl  Rd9 

Do 

91  fi 

9c;  fi 

03.0 

a  nn 

4.UU 

n  c; 

U.03 

m  r 

■  r 

■  A 

D  et  rti  t*  t\    I"*  r  ninth  9  In  r  n  m  a  A/Firctir 

ruiuco— ur owin  fit  inconic-H/rirsiar 

 * 

1  7  fi 
1/.0 

1  Q  1  51 
13,101 

1 1 1 
111 

9(1  1 

1  fi  9 
1  0  L 

a  nn 

1  1  9 
1.10 

■  B 

■  B 

Portico-Special  Growth-A/Firstar 

  * 

19.0 

17,770 

142 

26.7 

1.8 

4.00 

1.13 

Preferred  Growth  Fund/Caterpillar 

 * 

25.6 

18,796 

456 

29.8 

19.3 

none 

0.86 

Preferred  Value  Fund/Caterpillar 

 * 

27.6 

20,107 

372 

15.3 

21.3 

none 

0.86 

T  Rowe  Price  Blue  Chip  Growth/Price 

  * 

28.6 

20,966 

1,169 

22.0 

23.2 

none 

1.12 

D 

A+ 

i  nowe  rnce  oapiiai  Appreciaiion/rrice 

12.6 

17.6 

1  r  nfiQ 

13,U33 

1  n9/i 

1  a  7 
10./ 

7  A 
1 .4 

none 

n  7fi 
u./o 

i  nowe  rnce  uiviuenu  urowin/rrice 

 * 

9fi  7 

1  fi  879 
10,0/1 

340 

1  Q  9 
13.0 

1  Q  Q 
13.3 

none 

1  1  n 

1.1U 

C 

A 

T  Rowe  Price  Equity  Income/Price 

13.9 

24.8 

18,187 

10,600 

19.8 

20.4 

none 

0.81 

■  C 

■  B 

T  Rowe  Price  Equity  Index/Price 

 * 

28.5 

20,482 

1,309 

21.4 

35.7 

none 1 

0.40  a 

C 

C 

T  Rowe  Price  Growth  &  Income/Price 

12.7 

24.1 

18,118 

3,064 

22.3 

22.5 

none 

0.82 

C 

C 

T  Rowe  Price  Growth  Stock/Price 

11.7 

24.2 

17,970 

3,964 

18.0 

16.6 

none 

(h77 

i  nowe  rnce  miu-uap  urowin/rncc 

25.8 

1  Q  9fi 1 
13,001 

1,040 

99  1 

£0.1 

9  9 

L.L 

none 

1  n/i 

1.U4 

A 

A 

n 
U 

i  nowe  rnce  new  Mmenca  urowin/rnce 

1  A  C 
14.0 

OA  C 

10,4/3 

1,334 

9fi  9 

fi  fi 
3.0 

none 

1  m 

l.Ul 

D 

A 

T  Rowe  Price  New  Era/Price 

9.1 

20.0 

16,254 

1,612 

22.0 

16.5 

none 

0.76 

A 

B 

T  Rowe  Price  New  Horizons/Price 

13.5 

26.9 

18,794 

4,657 

26.3 

2.1 

t 

0.90 

A+ 

■  F 

T  Rowe  Price  Science  &  Technology/Price 

— 

32.6 

21,634 

3,561 

25.7 

15.2 

none 

0.97 

C 

C 

T  Rowe  Price  Small-Cap  StockVPrice 

11.3 

23.4 

17,186 

547 

18.0 

0.6 

none 

1.07 

■  B 

■  B 

T  Dnuio  Drip  q  Crtratl   Pon  \/i  inn /P  r  i  r  n 

i  itowc  rnce  oman-uap  vaiue/rricc 

 * 

21.7 

171  cn 

1/.13U 

1  fifiQ 
1,033 

1  K  9 
10.0 

n  9 
u.o 

T 

n  q/i 
u.34 

i  nowe  rnce  spectrum— urowin/rnce 

* 

99  0 
ii.i 

17  179 
1/ ,11 I 

9  A77 

97  8 
LI  .0 

&  fi 
0.0 

none 

n  89 
u.oo 

C 

C 

Principal  Preserv-S&P  100  Plus/Principal 

12.4 

27.7 

20,009 

95 

21.1 

50.3 

4.50 

0.80  a 

Princor  Blue  Chip-A/Princor 

—  * 

25.5 

19,211 

85 

21.4 

38.1 

4.75 

1.21 

D 

B 

Princor  Capital  Accumulation-A/Princor 

10.5 

24.4 

17,766 

506 

19.6 

22.5 

475 

0.68 

■  B 

■  C 

Princor  Emerging  Growth-A/Princor 

 * 

23.2 

18,312 

349 

21.3 

6.3 

4.75 

1.28 

n 

B 

c 

rnncor  urowiu  runu-A/rrincor 

12.5 

22.2 

17  7'3Q 

i  /,/oy 

1  Q  1 

A  It* 
4./0 

n  0^ 
U.33 

Prinrnr  lltiiitifK  Punri-A/Prinrnr 

 * 

14.8 

14,4011 

79 

14.  J 

1 9  9 

H.  /  3 

1  1  fi.  a 

F 

■  A 

Prudential  Allocation-Strategy-A/Prudential 

 * 

14.0 

13,759 

332 

27.1 

2.5 

5.00 

1.26 

B 

B 

Prudential  Equity  Fund-A/Prudential 

13.2 

22.5 

17,049 

4,728 

20.0 

8.7 

5.00 

0.89a 

D 

A 

Prudential  Equity  Income-A/Prudential 

12.2 

20.8 

16,477 

1,592 

15.4 

9.9 

5.00 

0.98a 

Prudential  Multi-Sector-A/Prudential 

 * 

18.4 

14,921 

435 

1 9.6 

16.2 

5.00 

1.23a 

B 

C 

Prudential  Small  Companies-A/Prudential 

12.9 

23.0 

17,196 

818 

'if 2 

0.7 

5.00 

1.20a 

Three-year  return  6/30/94  through  6/30/97.  ■  Fund  rated  for  three  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  for 
full  period.  tClosed  to  new  investors.  a:  Net  of  absorption  of  expenses  by  fund  sponsor.  'Annual  $10  account  maintenance  fee.  formerly  T  Rowe  Price  0TC  Fund. 
Sources-  Forbes;  Upper  Analytical  Services;  Mormngstar.  Inc. 
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STOCK  FUNDS 


FUND  SURVEY 


Market 
Performance 

Fund/distributor 

Annualized  total  return 

it  1  n  nnn 

$10,000 

Assets 
6/30/97 
($mil) 

Weighted 

Median 
market 

Maximum 
sales 
charge 

Annual 

Up 

Down  1 

to 
6/30/97 

j-year 

grew  to 
(aftertax) 

average 
P/E 

expenses 

cap 
($bil) 

per 
$100 

Standard  &  Poor's  500  stock  average 

13.8% 

28.7% 

Forbes  stock  fund  composite 

12.5% 

22.9% 

21.9 

$12.5 

$1.16 

D 

A+ 

Prudential  Utility  Fund-A/Prudential 

13.0  % 

18.5% 

$15,507 

$4,289 

17.8 

$4.1 

5.00  % 

$0.86  a 

ruuidm  uapnai  Hppreciaiion-A/ruinarn 

"29T  ' 

on  0 1  i 

1  o/in 
l,z4U 

1  C  A 

lo. 4 

ICR 
iD.D 

R  7R 
D./D 

1  00 
1.29 

D 

B 

Putnam  Equity  Income-A/Putnam 

11.2 

24J 

18,869 

1,171 

16.6 

19.0 

5.75 

1.11 

c 

A 

Putnam  Fund  for  Growth  &  Inc-A/Putnam 

13.3 

2S3 

18,411 

28,406 

17.5 

22.4 

5.75 

0.92 

D 

A 

Putnam  Global  Natural  Resources-AVPutnam 

9.8 

19.3 

16,431 

366 

21.3 

18.8 

5.75 

1.27 

B 

B 

Putnam  Health  Sciences-A/Putnam 

15.8 

33.8 

23,348 

2,202 

24.7 

25.5 

5.75 

1.10 

B 

C 

PlltnQm  Inwoctnrc  funrl  A/Piifnom 
rUUIdlll  IMVcMUIa  rUIlU-H/rUllldin 

12.8 

27.2 

18,010 

1  Q 1  Q 

oc  n 

o/i  n 

£  7C 

o./o 

1  no 

A 

D 

ruinam  new  upporiunmes-H  /ruinam 

15.6 

27^3 

on  cca 
Zu,0D4 

1  a  non 
14,UoU 

07  C 
£.1.0 

C  A 

0.4 

C  7G 
0./ 0 

1  1 1 
1.11 

A 

F 

Putnam  OTC  &  Emerging  Growth-A/Putnam 

14.0 

25.4 

10  0  7  0 

18,2/8 

3,215 

24.6 

2.0 

5.75 

1.11 

Putnam  Utilities  Growth  &  Inc-A/Putnam 

—  * 

18*1 

15,496 

1,288 

13.9 

7.6 

5.75 

1.11 

B 

C 

Putnam  Vista  Fund-A/Putnam 

13.5 

"Hi"" 

18,945 

3,484 

30.6 

3.3 

5.75 

1.10 

A 

D 

Putnam  Voyager  Fund-A/Putnam 

14.9 

2s!o 

18,621 

15,350 

26.2 

10.9 

5.75 

1.03 

Putnam  Voyager  ll-A/Putnam 

 * 

24.5 

18,894 

873 

34.9 

3.3 

5.75 

1.44 

C 

B 

Quantitative  Growth  &  Inc-O/Quantitative 

13.0 

24.9 

1  7  A  70 

1  /,4/o 

cn 
oU 

ICC 

iD.D 

0  n  0 
30.8 

1  nn  u 

1.00  b 

1.73a 

Quantitative  Numeric  Fund-O/Quantitative 

—  * 

24i 

1  7  1  1  n 
l/.llb 

c  c 

bo 

00  n 

23.0 

n  0 

0.8 

1.00  b 

1.97a 

D 

B 

Reich  &  Tang  Equity/Reich  &  Tang 

11.9 

20.0 

15,496 

96 

20.9 

3.2 

none 

1.22 

■  D 

■  C 

Reynolds  Blue  Chip  Growth/Fiduciary 

—  * 

3L6 

22,588 

61 

28.4 

45.9 

none 

1.40 

F 

A+ 

Rightime  Blue  Chip/Lincoln 

9.7 

13.2 

13,109 

283 

21.5 

36.3 

4.75 

2.10 

F 

A+ 

Rightime  Fund/Lincoln 

8.3 

9.9 

1 1  7/in 
11, /4U 

1  a  n 
149 

0  7/1 

LI  A 

n  0 

y.2 

none 

2.45 

Rightime  MidCap  Fund/Lincoln 

10.5 

10  0 on 
12,380 

7C 

/b 

21.D 

0  n 

2.9 

4.75 

2.15 

Rimco  Monument-Stock  Fund/Rimco 

—  * 

26.0 

i  q  ono 

1  no 
103 

01c 
21. b 

00  1 
22.1 

C  7C 

O./D 

o.yi  a 

Riverfront  Income  Equity-A/Bisys 

—  * 

23i 

17,028 

98 

23.4 

3.6 

4.50 

1.76a 

........ 

Riverside  Capital  Value  Equity/Bisys 

 * 

14,919 

80 

21.2 

1.2 

450 

1.62a 

■  D 

Robertson  Stephens  Emerging  Growth-A/Robertson 

—  * 

21.1 

16,144 

222 

50.2 

0.4 

none 

1.60 

Robertson  Stephens  Value  +  Growth-A/Robertson 

31.9 

00  a  i\  1 
z/,441 

7 1 1 
/ 1 1 

00  1 
2o.l 

y.y 

none 

1  c  1 
l.Dl 

B 

c 

Rodney  Square  Multi-Mngr— Growth/Rodney  Sq 

13.4 

24.8 

1  7  QkQ 
l/,ODO 

00 

00  c 
Liss 

7  c 
1.0 

a  nn 
4.U0 

1.4U 

Royce  Fund-Premier/Royce 

—  * 

18.2 

1  J, /Do 

A  OO 

4^y 

17  r 
l/.D 

n  c 
U.b 

none  § 

1  OR  ^ 

1.2b  a 

Royce  Micro-Cap  Fund/Royce 

 * 

16.5 

15,278 

155 

16.0 

0.2 

none  § 

1.59a 

D 

A 

Royce  Pennsylvania  Mutual-lnvestVRoyce 

10.7 

15^8 

13,760 

613 

16.2 

0.4 

none  § 

1.13 

Rydex-Nova  Fund/Rydex 

—  * 

36i 

24.718 

651 

NA 

NA 

none 

1.16 

Rydex-OTC  Fund/Rydex 

39.3 

or  Q CQ 

007 
28/ 

07  0 

il .2 

on  c 
30.0 

none 

1    0  7 

1.2/ 

Rydex-Ursa  Fund/Rydex 

* 

3,001 

07  1 
LI  1 

MA 

M  A 

iNA 

none 

10^ 
1.34 

A 

C 

Safeco  Equity  Fund/Safeco 

15.2 

254 

1 0  n  1 1 
lo.Ul  1 

1  om 
1,31)1 

10  0 
18.3 

0  A  7 

34./ 

none 

0.73 

A 

D 

Safeco  Growth  Fund/Safeco 

13.7 

26.5 

17,270 

262 

22.5 

13.4 

none 

0.93 

D 

B 

Safeco  Income  Fund/Safeco 

11.0 

23a  ' 

17,140 

352 

18.9 

25.3 

none 

0.86 

Safeco  Northwest  Fund/Safeco 

—  * 

18.3 

15,735 

54 

18.5 

8.1 

none 

1.12 

C 

0 

Salomon  Brothers  Capital-A/Salomon 

10.0 

27.4 

1  Q  OOQ 

1  a 
lb/ 

on  0 

Q  3 
0.0 

A  iq 
4./D 

1  00 
1.00 

C 

c 

Salomon  Brothers  Investors  Fund-A/Salomon 

12.3 

27  7 

1  Q  QQO 

bob 

00  0 

11.2 

4.75 

1.06 

C 

c 

Qslnmnn  Rrnthprc  nnnnrtttnitu/^alnninn 

udlUIMUM  DIUUIGIi  U  |J  pu  I  IU 1  Ml  y  " !  i      i  '  II 

12.6 

215 

18,407 

1 0  j 

1 A  Q 

1H.  C7 

Id  7 

14.  / 

none 

1  17 

1.1  1 

D 

B 

SBSF  Fund/Key  Mutual 

11.4 

17i 

14,755 

96 

19.2 

22.4 

none 

1.27 

Schroder  Equity  Value/Schroder 

 * 

21.2 

17,042 

55 

20.8 

32.2 

none 

1.21 

Three-year  return  6/30/94  through  6/30/97.  ■  Fund  rated  for  three  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  for 
full  period.  §Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund,  a:  Net  of  absorption  of  expenses  by  fund  sponsor,  b:  Includes  back-end  load 
that  reverts  to  distributor.  NA:  Not  applicable  or  not  available.  'Formerly  Putnam  Natural  Resources.  Reflects  performance  of  Intormation  Sciences  prior  to  March  1992 
merger,  formerly  Pennsylvania  Mutual  Fund. 
Sources:  Forbes:  Upper  Analytical  Services:  Mornmgstar,  Inc. 
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STOCK  FUNDS 


Market 
1  Performance 

Fund/distributor 

Annualized  total  return 

0/01/07              O  ..oar 

$10,000 
grew  to 
(aftertax) 

Assets 
6/30/97 
($mil) 

Weighted 
average 
P/E 

Median 
market 
cap 
(Soil) 

Maximum 
sales 
charge 

Annual 
expenses 
per 
$100 

to 

H 

6/30/97 

Standard  &  Poor's  500  stock  average 

13.8% 

28.7% 

Forbes  stock  fund  composite 

12.5% 

22.9% 

21.9 

$12.5 

$1.16 

Schroder  Small  Cap  Value/Schroder 

22.9  /a 

$18,099 

$79 

19.7 

$0.8 

none 

$1.33 

Schwab  1000  Fund/Schwab 

 * 

27.1 

20,312 

2,416 

21.1 

29.6 

none 

0.46  a 

Schwab  Small  Cap  Index/Schwab 

 * 

20.0 

17,195 

314 

19.7 

1.1 

none 

0.49  a 

Schwartz  Value  Fund/Schwartz 

 * 

16.6 

14,820 

63 

15.3 

0.5 

none 

1.97 

F 

A 

OtUUl  olUUft  rUMU/JUMco  01  DdUiUM 

9.2% 

15.0 

1d  1/17 

1  QQ 
1  JO 

99  A 

A  7 

4./ 

none 

n  8<i 

U.O  J 

A 

F 

V c- 1 1 H H 0 r  flowolnnmont  Funri/QriiHHcir 
oUUUUcl  UcVcf  U|JEMclll  r  UIIU/ oL  UUUcI 

11.3 

2Z2 

1  7  983 

1  /  ,£00 

004 

93  n 

L  O.U 

1  c. 
1  .  J 

none 

1  31 

C 

A 

Scudder  Growth  &  Income/Scudder 

1  3  Q 

20.1 

18,402 

5,706 

15.0 

15.1 

none 

0.78 

Scudder  Large  Company  Growth'/Scudder 

* 

25.7 

18,721 

280 

24.1 

33.0 

none 

1.07 

B 

D 

Scudder  Large  Company  ValueVScudder 

12.9 

24.5 

17,688 

2,031 

19.4 

23.6 

none 

0.92 

Scudder  Value  Fund/Scudder 

 Z'*"" 

26.5 

19,356 

208 

14.6 

16.2 

none 

1.25a 

B 

C 

occuniy  tquuy  runu-A/oecuruy 

14.5 

....„„„..... 

1Q  1/11 
1  j, 141 

77K 
/  /O 

91  n 

Zl.U 

91  R 

21. J 

R  7R  °/ 
J./ D  /o 

1  flQ 
l.U  J 

F 

A 

Security  Growth  &  Income-A/Security 

8.7 

20.1 

1  fi  38K 
10,000 

BR 
00 

99  <; 

22.  J 

91  Q 
21.3 

R  71; 
D./D 

1  9Q 

B 

r 

r 

Security  Ultra  Fund-A/Security 

c  O 

b.o 

1 1  1 
l/.l 

15,064 

79 

29.3 

3.2 

5.75 

1.31 

B 

c 

Selected  American  Shares/Davis 

14.5 

29.8 

20,755 

1,819 

21.9 

18.8 

none 

1.03 

C 

D 

Selected  Special  Shares/Davis 

9.9 

20.1 

15,604 

66 

31.4 

2.2 

none 

1.33 

B 

D 

Seligman  Capital  Fund-A/Seligman 

11.3 

23.9 

17,162 

300 

23.2 

9.9 

4.75 

1.07 

C 

B 

oeiigmdn  uummon  MuCK-A/ociigiTian 

11.5 

21.1 

1  fi  9K7 
10, £0/ 

81  c, 
olD 

94  n 

£4.U 

1 1  7 
1 1.0 

4  7<i 
4.  /  J 

1  1  R 
1.1  J 

A+ 

D 

oengman  Lummun  &  inio-H/oeiigrTiari 

19.7 

37.0 

/14,Z  14 

3  738 
6,1  00 

9K  A 
£0.4 

Q  Q 

4  7R 

4.  /  J 

1  K8 
1 .00 

Seligman  Frontier  Fund-A/Seligman 

O  A  1 

24.1 

17,983 

896 

23.3 

1.0 

4.75 

1.55 

c 

D 

Seligman  Growth  Fund-A/Seligman 

11.2 

22.7 

17,002 

761 

22.0 

25.5 

4.75 

1.20 

D 

B 

Sentinel  Common  Stock-A/Sentine! 

12.1 

25^0 

18,040 

1,503 

19.0 

25.0 

5.00 

1.04 

D 

C 

Sentinel  Growth  Fund-A/Sentinel 

8.5 

217 

15,636 

80 

21.0 

5.0 

5.00 

1.34 

OcMMMgI  Ollldll  UUIMUdliy-M  /ocNllHcl 

 * 

18.2 

1/1  871 
14,0/ 1 

1 14 

1 14 

1  Q  3 
1  j.O 

1  n 

l.U 

^  nn 

J.UU 

1  m 

1.0  j 

D 

B 

oenuy  runu/oeniry 

10.9 

20.4 

IK  4RQ 
1 0 ,4  J  j 

mi; 

1 U  J 

1  Q  4 

1  j. 4 

1  Q  R 

none 

n  84 

U.04 

D 
D 

a 

A 

Sequoia  Fund/Sequoia 

ICC 

lb.b 

on  n 

29.9 

21,339 

3,190 

18.5 

17.0 

t 

1.00a 

Sierra-Emerging  Growth-A/Gt  Western 

 * 

17.6 

15,607 

195 

37.9 

0.7 

5.75 

1.60 

■  D 

■  B 

Sierra-Growth  &  Income-A/Gt  Western 

 * 

24.0 

17,515 

207 

22.5 

10.5 

5.75 

1.50 

Sierra-Growth  Fund-A/Gt  Western 

_* 

22.6 

17,031 

140 

34.6 

5.7 

5.75 

1.67a 

A 

C 

CICT  Trnct  Place  ll/CITC 

oirt  irusi-uiass  11/oirt 

15.5 

2U 

1  Q  0.91 
18,021 

Q9K 

j2  J 

14  9 

14. £ 

ic  1 
lu.  1 

J.UU 

1  ^n 

l.DU 

D 

B 

CIT  \  irrra  Pin  P  roi.i+h4/C  IT 

oil  Large  Lap  browtn  /oil 

12.5 

27J 

in  coo 

iy,b22 

1 L 

OO  0 
£3.0 

li.l 

none 

1  nn  0 
i.uua 

D 
D 

n 
U 

SIT  MidCap  GrowthVSIT 

16,1 

oc  n 
2b. U 

18,113 

387 

27.4 

2.1 

none 

0.85 

A 

c 

Skyline  Fund-Special  Equities/Skyline 

17.3 

23.2 

16,914 

348 

16.5 

0.4 

f" 

1.51 

Skyline  Fund-Special  Equities  ll/Skyline 

 * 

21.2 

16,356 

131 

17.2 

0.8 

none 

1.53 

D 

B 

SB-Equity  Income-A/Smith  Barney 

11.7 

22.4 

16,897 

796 

23.9 

18.1 

5.00 

0.95 

B 

D 

od  Hggrbisive  browin-A/omiin  Barney 

11.8 

21.8 

17  on  1 

1  /  ,OUi 

jii 

1  8  A 
•18.4 

1  7  8 
loo 

J.UU 

1  m 

l.OU 

D 

A 

SB  Appreciation  Fund-A/Smith  Barney 

11.9 

22.2 

Ib.ObO 

0  74  1 

o,/4/ 

00  c 
22.0 

9 1  n 

01.  U 

k  nn 

J.UU 

1  nn 

l.UU 

■  D 

■  D 

SB  Disciplined  Small  Cap/Smith  Barney 

16.5 

14,413 

58 

NA 

NA 

5.00 

1.26 

D 

A 

SB  Equity-Concert  Social  Aware-A6/Smith  Barney 

11.3 

16.4 

14,739 

369 

19.3 

16.4 

5.00 

1.28 

D 

C 

SB  Equity-Growth  &  Income-A'/Smith  Barney 

10.1 

21.3 

17.358 

295 

18.5 

31.4 

5.00 

1.12 

C 

B 

SB  Fundamental  Value-A/Smith  Barney 

11.9 

18.8 

15,642 

1,497 

20.5 

19.5 

5.00 

1.14 

C 

A 

SB  Inc-Premium  Total  Return-A/Smith  Barney 

13.6 

19.7 

15,963 

3,623 

19.1 

11.2 

5.00 

1.12 

Three-year  return  6/30/94  through  6/30/97.  ■  Fund  rated  for  three  periods  only;  maximum  allowable  grade  A.  "Fund  not  in  operation  or  did  not  meet  asset  minimum  for 
full  period.  ICIosed  to  new  investors,  a:  Net  of  absorption  of  expenses  by  fund  sponsor  NA:  Not  applicable  or  not  available.  'Formerly  Scudder  Quality  Growth, 
formerly  Scudder  Capital  Growth,  formerly  Sentinel  Emerging  Growth.  ''Formerly  SIT  Growth  &  Income,  formerly  SIT  Growth  Fund,  formerly  Smith  Barney 

Equity-Strategic  Investors.  'Reflects  performance  of  Direct  Value  prior  to  March  1994  merger. 
Sources:  Forbes;  Upper  Analytical  Services;  Mormngstar,  Inc. 
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It's  time 
to  do  something 
about  your 
aggressive 
streak. 


One  Year 
Three  Year 
Five  Year 
Ten  Year 
Life  of  Fund 

(4/85) 


Lipper  Quartile 


34.13% 
29.2296 
17.9996 
16.8496 
17.5196 


1 


Average  Annual  Total  Returns  for  Periods  Ended  June  30, 1997 
Lipper  ranked  Janus  Twenty  Fund  #8  out  of  203  capital  appreciation  funds  for  the 
one-year,  #8  out  of  123  for  the  three-year,  #29  out  of  77  for  the  five-year,  #2  out 
of  58  for  the  ten-year,  and  #4  out  of  41  for  the  life  of  fund  periods  ended  6/30/97. 


Hungry  for  aggressive  growth? 
Devour  this:  Janus  Twenty  Fund  has  been  one 
of  the  best-performing  capital  appreciation 
funds  in  every  Lipper  period over  the  last 
ten  years  plus. 

The  secret?  When  you're  getting  aggressive,  concentration  counts. 
Janus  Twenty  Fund  generally  invests  in  just  twenty  to  thirty  stocks  at  a  time 
(hence  the  name). 

Sure,  you're  investing  for  the  long  haul.  But  hoping  you'll  get  there 
sooner  than  later.  A  fund  with  consistent  growth  results  -  over  a  period  longer 
than  many  growth  funds  have  been  funds  -  could  be  a  good  place  to  start. 


Call  1-800-835-9078 


or  send  for  a  prospectus  containing  more  complete  information, 
including  expenses.  Please  read  all  the  materials  carefully  before  you  invest  or  send  money.  Past  performance 
does  not  guarantee  future  results.  Write  to  Janus,  RO.  Box  173375,  Denver,  CO  80217-3375.  Or  visit  our  Web  site 
at  http://www.Janus.com. 


OneSource 


FROM  SCHWAB 


1-800-5-NO-LOAD 


FORB- 


Lipper  Analytical  Services,  Inc.  rankings  and  fund  performance  figures  are  based  on  total 
return,  including  reinvestment  of  dividends  and  capital  gains  for  the  stated  period.  Your 
return  and  principal  value  will  vary,  and  shares  may  be  worth  more  or  less  at  redemption 
than  at  purchase.  The  aggressive  nature  of  the  fund  and  its  concentrated  portfolio  may 
lead  to  greater  price  volatility.  Funds  distributed  by  Janus  Distributors,  Inc.  Member  NASD. 

Charles  Schwab  &  Co.,  Inc.,  member  SIPC/NYSE,  provides 
recordkeeping  and  shareholder  services  for  shares  purchased 
through  its  Mutual  Fund  OneSource. 


JANUS 


Get  there. 


□ 

STOCK  FUNDS 

FUND  SURVEY 

Market 
Performance 

Fund/distributor 

Annualized  total  return 

O/OI  (0  7             1  us... 

tm  nnn 
grew  to 
(aftertax) 

Accotc 

6/30/97 
($mil) 

Woinrhtori 
WCIglllCU 

average 
P/E 

Morii  on 

market 
cap 
($bil) 

lYIdAKIIUnl 

sales 
charge 

A  n  n  no 1 

Annual 
expenses 
per 
$100 

mlilM 

0/0  1/0/ 

•  to 

6/30/97 

j  ycai 

n 

Standard  &  Poor's  500  stock  average 

13.8% 

28.7% 

Forbes  stock  fund  composite 

12.5% 

22.9% 

21.9 

$12.5 

$1.16 

B 

F 

SB  Invest-Special  Equities-A/Smith  Barney 

7.8  % 

18.2% 

$16,282 

$541 

28.5 

$1.8 

5.00  % 

$1.17 

B 

....... 

Sound  Shore  Fund/Forum 

14.6 

27.9 

coo 
bb7 

1  c  c 

lfa.b 

1  n  o 
10.3 

none 

1        1    C  A 

1.15a 

■  C 

■  B 

Spartan  Market  Index'/Fidelity 

 * 

28.4 

on  a  no 

20,49.3 

o  mn 

2,9/0 

01  A 

21.4 

35.8 

none 

0.44a 

SSfiA  Growth  &  InromeVRusspll 

jjun  ui  until  01  iiiouiiiw  /  nu  jj^m 

 * 

25.2 

19,206 

71 

25.3 

27.5 

none 

0.95a 

SSGA  Matrix  EquityVRussell 

 * 

25.3 

18,313 

436 

21.3 

10.4 

none 

0.62a 

SSGA  S&P  500  IndexVRussell 

  * 

28.5 

20,310 

1,232 

24.6 

28.8 

none 

0.17a 

SSGA  Small  CapvRusseli 

 * 

29.8 

on  onn 

1  0 1 

121 

on  o 

20.8 

n  o 

0.8 

none 

1.00 

Stagecoach  Aggressive  Growth-A/Stagecoach 

  * 

22.7 

1/.65/ 

55 

36.3 

1.1 

5.25 

1.26a 

.......... 

C 

Stagecoach  Corporate  Stock/Stagecoach 

12.7 

27.5 

on  IY1  A 

20,014 

AIL 

4/b 

O  A  C 

24.6 

OO  0 

28.8 

none 

0.97a 

Stapprnarh  Divprsifipri  Inrnmp-A/Stapppnarh 

 * 

21.2 

17,026 

219 

20.4 

6.3 

5.25 

1.10a 

Stagecoach  Growth  &  Income-A/Stagecoach 

 * 

23.0 

17,700 

352 

28.1 

12.8 

5.25 

1.14 

Standish  Equity  Fund/Standish 

 * 

28.3 

19,115 

132 

19.7 

10.0 

none 

0.71a 

f  tAntlixk    C  m  -ill    P  am    rn,,il,,  /C  4  .„  Ji.L 

standish  small  Lap  Equity/btandisn 

* 

19.0 

lb, bib 

oon 

229 

on  c 

29. b 

n  o 

0.3 

4. 

T 

0./5a 

A 

D 

state  St  Kesearcn  lap  Apprec-A/state  street 

............. 

15.1 

1  A  OO/l 

14,3o4 

coo 
533 

O/l  0 

24.9 

c  c 

b.b 

a  cn 
4.b0 

1  c  c 

1.55 

state  st  Kesearch  uapital-A/btate  street 

 * 

16.4 

1  C  A  1  O 

lb, 412 

con 
620 

O  C  £ 

2b. fa 

o  n 
/.0 

a  cn 

4.50 

1  00 

1.33 

State  St  Research  tmerpinp  Growth-A/Statp  Strppt 

■J  l  U  l  Ij    Uk   IlliObOl  Wll    Lllllslglllg   UI  Ulf  III    FV  -J  I 'J  I  l_  JMLl/l 

 * 

19.1 

............. 

16,546 

60 

20.3 

0.6 

4.50 

1.35a 

D 

A 

State  St  Research  Equity  Inc-A/State  Street 

............ 

16,707 

152 

15.6 

5.3 

450 

1.25a 

C 

C 

State  St  Research  Equity  Invest-A/State  Street 

12.0 

24.8 

18,311 

82 

22.8 

35.0 

4.50 

1.25a 

Mate  St  Kesearcn  browtn-A/btate  otreet 

 * 

17.0 

10  0  01 

13,001 

bl 

n  n 

9.0 

a  cn 

4.bU 

n  n  i 
0.91 

C 

C 

State  St  Kesearch  Investment-A/State  Street 

12.1 

25.0 

n  en 

1/,512 

"707 

161 

OO  0 

23.2 

oc  n 

36.0 

a  cn 

4.b0 

n  o  a 

0.84 

A 

F 

SteinRoe  Capital  Opportunities/Stein  Roe 

9.7 

26.6 

on  non 

20,030 

1  1  nc 

1,19b 

OO  0 

38.8 

o  o 

2.8 

none 

lie 

1.15 

C 

........ 

B 

SteinRop  Growth  &  Income/Stpin  Rnp 

j  ivninuii  ui  unin  u  1 1 1  \r  ui  1 1  l>  i  u  u_  i  i  <  i  ul 

12.8 

23.5 

17,709 

317 

26.5 

23.6 

none 

1.15 

0 

SteinRoe  Growth  Stock/Stein  Roe 

12.1 

27.4 

18,898 

563 

25.1 

32.6 

none 

L07 

B 

C 

SteinRoe  Special  Fund/Stein  Roe 

13.2 

18.7 

15,670 

1.184 

17.9 

4.3 

none 

1.15 

SteinRoe  Young  Investor/Stein  Roe 

* 

32.9 

22,924 

417 

22.1 

1ft  T 

19.7 

none 

1  07 

1.37 

oil  uapitai  browtn-investor/oti 

 * 

22.5 

1  C  07C 

lb,y/b 

07n 

OC  0 

017 

0  7C 

d./b 

i  on  r, 

l.oua 

oil  value  income  otocK-lnvestor/btl 

 * 

24.3 

1  "7  OOO 

1/.382 

O  C  0 

252 

OO  0 

22.3 

C  0 
fa.  J 

0  7C 

3./b 

1  on 
1.30a 

D 

......... 

A 

Stratton  Rrnwth  Fiinri/Strflttnn 

wll  ailUli  UlUfflll  lUIIU/vJliGllUH 

11.6 

23.8 

17,714 

51 

14.7 

17.3 

none 

1.10 

A+ 

Stratton  Monthly  Dividend  Shares/Stratton 

8.3 

12.9 

13,404 

96 

18.3 

0.4 

none 

1.02 

Strong  American  Utilities/Strong 

— * 

18.1 

15,735 

130 

15.6 

1.5 

none 

1  12 

■  A 

■  A 

strong  Common  Stock/Strong 

  * 

23.5 

17,035 

1,386 

21.7 

1.7 

T 

11C 

1.1b 

■  B 

■  D 

Strong  Discovery  Fund/Strong 

 * 

14.6 

13,959 

387 

26.8 

1  0 

1.3 

none 

i/ii 
1.41 

Strong  Growth  Fund/Strong 

 * 

26.8 

19,916 

1,455 

36.3 

3.9 

none 

1.31 

D 

A 

Strons  Onoortunitv  Fund/Strnpp 

vll  ''Hg  wpjJUl  IUIIIIJ    1  UIIU/UllUl  iC 

12.5 

19.2 

15,923 

1,742 

20.4 

4.4 

none 

1.25 

■  A 

■  C 

Strong  Schafer  Value/Strong 

—  *  . 

24.0 

18,343 

871 

14.2 

3.3 

none 

1.21 

D 

D 

SunAmerlca  Blue  Chip  Growth-A/SunAmerica 

8.0 

20.3 

15,839 

....... 

18.9 

17.2 

5.75 

1.53 

B 

D 

SunAmerica  Mid-Cap  Growth-A/SunAmerica 

10.5 

18.1 

15,722 

53 

24.5 

O  C 

3.5 

C  7  C 

b./b 

1  C  A 

1.64 

A 

F 

SunAtnerica  Small  Co  Growth-A/SunAmerica 

13.1 

23.4 

17,556 

245 

21.8 

1.8 

5.75 

1  CI 

1.51 

Target  Larpe  Can  Growth/Priidpntial 

i«*igjwi  kui         wuu  ui  uniin  i  i  uuciiiiQl 

 * 

22.3 

17,451 

239 

26.2 

28.0 

none  3 

0.82 

Target  Large  Cap  Value/Prudential 

 * 

24.7 

18,452 

254 

17.0 

19.8 

none 3 

0.77 

Target  Small  Cap  Growth/Prudential 

 * 

21.3 

17,057 

156 

25.9 

2.4 

none 3 

0.89 

Three-year  return  6/30/94  through  6/30/97.  ■  Fund  rated  for  three  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or  did  not  meet  asset  minimum 
for  full  period  'C!oiPd  to  new  investors,  a:  Net  of  absorption  of  expenses  by  fund  sponsor.  'Formerly  Fidelity  Market  Index,  formerly  Seven  Seas  Funds.  Quarterly 
advisory  fee. 

Sources:  Forbes:  Lipptr  Analytical  Semces;  Morningstar,  Inc. 
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.  not  as  predictable  as  this. 


We  have  the  solution. 


Gartner  Group  Learning,  the 
information  technology  training  solution  provider,  can  help  you  reshape  the 
skills  and  competencies  critical  for  a  successful  systems  implementation. 

From  expert  skills  assessment  and  management  services,  to  more  than 

400  highly  interactive  technology-based  training  titles,  no  com- 
AnVtirUB     AnVWllBTG    ^an^  Can  kett-er  ensure  y°ur  chances  of  success.  We  provide  a 
_      .        i  n      '  J  T     "    "         vast  curr'cu'a  including  Oracle,  Microsoft,  the  Internet  and  SAP 

lBClin0l0§y~D3SGd    I  rSinin^   R/3,  each  of  which  is  available  on  a  variety  of  platforms 

For  more  information  on  Solutions  for  IT  Skills  Management,  call  Gartner 
Group  Learning  at  1-800-532-7672  or  visit  our  Web  site  at: 
www.gartner.com/learning. 

<5)  GartnerGroup 

Gartner  Group  Learning 


Entire  contents  ©1997  Gartner  Group,  Inc  All  rights  reserved  Gartner  Group,  Inc.,  56  Top  Gallant  Road,  PO.  Box  10212, 
Stamford,  CT,  USA  06904-2212  Tel:  +1  203-316-1111;  Fax;  +1  203-316-6300.  All  other  product  or  name  brands  are 
trademarks  of  their  respective  holders. 


STOCK  FUNDS 


FUND  SURVEY 


Market 
Performance 

Fund/distributor 

Annualized  total  return 

Q/11/S7               1  ,»,r 

$10,000 
grew  to 
(aftertax) 

Assets 
6/30/97 
($mil) 

Weighted 
average 
P/E 

Median 
market 
cap 
($bil) 

Maximum 
sales 
charge 

Annual 
expenses 
per 
$100 

Up 

Down  1 

to 
6/30/97 

•J  f  cai 

Standard  &  Poor's  500  stock  average 

13.8% 

28.7% 

Forbes  stock  fund  composite 

12.5% 

22.9% 

01  O 

Z1.9 

51.1b 

Target  Small  Cap  Value/Prudential 

_* 

17.8% 

$15,885 

$143 

15.9 

$0.7 

none  1 

$0.92 

TCW/OW  Core  Equity/Dean  Witter 

 * 

18.8 

16,037 

816 

19.3 

22.7 

5.00  %b 

1.73 

TCW/OW  Small  Cap  Growth/Dean  Witter 

 * 

27.8 

20,870 

299 

23. 1 

1.2 

5.00  b 

2.15 

Third  Avenue  Value/Whitman 

—  * 

24.0 

18,625 

1,176 

20.1 

0.8 

none 

1.15 

D 

B 

Tocqueville  Fund/Tocqueville 

12.1% 

22.2 

16,921 

58 

20.0 

14.0 

4.00 

1.40  a 

Torray  Fund/Torray 

—  * 

31.2 

21,835 

352 

21.9 

83 

none 

1.12 

■  C 

■  C 

Tower-Capital  Appreciation-A/Federated 

 * 

27.4 

19,509 

287 

21. 0 

34.6 

4.50 

1.24 

Tweedy,  Browne  American  Value/Tweedy 

 * 

26.3 

19,820 

473 

19.6 

2.7 

none 

1.39 

D 

B 

United  Accumulative  Fund-A/Waddell 

11.9 

22.4 

16,668 

1,497 

20.0 

22.3 

5.75 

0.83 

B 

B 

United  Income  Fund-A/Waddell 

14.7 

23.5 

18,100 

5,841 

19.9 

26.2 

5.75 

0.87 

B 

D 

United  New  Concepts-A/Waddell 

12.3 

21.9 

17,363 

602 

36.2 

11 

5.75 

1.27 

B 

D 

United  Science  &  Technology-A/Waddell 

13.1 

27.4 

19,772 

997 

35.0 

11.7 

5.75 

0.99 

D 

C 

United  Vanguard  Fund-A/Waddell 

10.2 

19.8 

15,708 

1,418 

23.9 

16.3 

5.75 

1.11 

B 

F 

USAA  Mutual-Aggressive  Growth/USAA 

10.5 

28.6 

20,272 

727 

24.4 

1.3 

none 

0.71 

USAA  Mutual-Growth  &  Income/USAA 

 * 

25.4 

19,095 

746 

15.6 

14.3 

none 

0.88 

D 

B 

USAA  Mutual-Growth/USAA 

11.7 

23^3 

16,707 

1,482 

19.9 

12.8 

none 

0.98 

D 

A 

USAA  Mutual-Income  Stock/USAA 

12.5 

19.8 

16,045 

2,092 

15.6 

14.9 

none 

0.68 

B 

C 

Value  Line  Fund/Value  Line 

12.7 

24.2 

17,302 

366 

29.2 

5.8 

none 

0.79 

D 

A 

Value  Line  Income  Fund/Value  Line 

10.0 

18.5 

15,402 

156 

31.9 

6.4 

none 

0.89 

B 

C 

Value  Line  Leveraged  Growth  Inv/Value  Line 

12.2 

26.1 

18,783 

392 

33.9 

9.9 

none 

0.86 

D 

D 

Value  Line  Special  Situations/Value  Line 

7.2 

22.4 

15,747 

96 

39.6 

0.7 

none 

1.14 

■  C 

■  C 

Vanguard  Equity  Income/Vanguard 

 * 

24.4 

18,307 

1,770 

19.4 

24.4 

none 

0.39 

B 

D 

Vanguard  Explorer  Fund/Vanguard 

11.2 

18.2 

15,601 

2,299 

21.0 

0.6 

none 

0.62 

B 

C 

Vanguard  Growth  &  lncome2/Vanguard 

13.8 

27.6 

19,497 

1,640 

19.3 

17.5 

none 

0.38 

■  B 

*  D 

Vanguard  Index-Extended  Mkt/Vanguard 

_* 

22.4 

17,560 

2,548 

19.0 

1.2 

0.50  t3 

0.25 

B 

C 

Vanguard  lndex-500  Portfolio/Vanguard 

13.7 

28.7 

20,831 

41,553 

•  21.6 

24.5 

none 3 

0.20 

Vanguard  Index-Growth/Vanguard 

—  * 

31.8 

22,535 

1,693 

24.9 

39.0 

none 3 

0.20 

B 

D 

Vanguard  Index-Small  Cap  Stock/Vanguard 

10.4 

16,990 

2,151 

17.6 

0.6 

0.50  t3 

0.25 

Vanguard  Index-Total  Stock  Mkt/Vanguard 

 * 

26.4 

19,744 

4,863 

20.6 

10.8 

none 3 

0.22 

Vanguard  Index-Value/Vanguard 

* 

25.5 

18,938 

1,416 

16.2 

14.5 

none 3 

0.20 

C 

C 

Vanguard/Morgan  Growth/Vanguard 

12.4 

26.8 

18,931 

2,412 

26.2 

6.4 

none 

0.51 

B 

C 

Vanguard/Primecap  Fund/Vanguard 

14.5 

29.1 

20,954 

5,737 

24.6 

5.4 

none 

0.59 

D 

A 

Vanguard  Special-Energy/Vanguard 

11.7 

18.9 

16,308 

1,034 

24.1 

3.7 

none  § 

0.39 

A 

B 

Vanguard  Special-Health  Care/Vanguard 

19.0 

35.4 

23,787 

3,791 

20.9 

10.3 

none  § 

0.38 

Vanguard  Special-Utilities  Inc/Vanguard 

—  * 

14.5 

14,318 

602 

14.5 

4.1 

none 

0.40 

p 

p 

Vanguard/Trustees'  Equity-US/Vanguard 

11.2 

25.3 

17,973 

159 

21.7 

15.4 

none 

0.49 

B 

B 

Vanguard  US  Growth/Vanguard 

15.4 

29.6 

20,975 

7,296 

30.5 

40.7 

none 

0.42 

B 

C 

Vanguard/Windsor  Fund/Vanguard 

12.7 

22.8 

16,910 

19,949 

22.3 

7.8 

t 

0.32 

B 

B 

Vanguard/Windsor  ll/Vangtiard 

13.7 

26.5 

19,124 

20,163 

16.9 

25.8 

none 

0.39 

C 

C 

VanKamp  Amer  Comstock-A/Van  Kampen 

11.2 

23.7 

16,032 

1,455 

19.0 

17.7 

5.75 

1.00 

Three-year  return  6/30/94  through  6/30/97.  ■  Fund  rated  for  three  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  for 
full  period.  tClosed  to  new  investors,  t  Distributor  may  impose  purchase  fee,  with  proceeds  reverting  to  other  fund  shareholders.  §Distributor  may  impose  redemption  fee 
whose  proceeds  revert  to  the  fund  a.  Net  of  absorption  of  expenses  by  fund  sponsor,  b:  Includes  back-end  load  that  reverts  to  distributor  'Quarterly  advisory  fee. 
-'Formerly  Vanguard  Quantitative  Portfolios.  'Annual  $10  account  maintenance  fee. 
Sources:  Forbes;  Lipper  Analytical  Services;  Mormngstar,  Inc. 
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STOCK  FUNDS 


FUND  SURVEY 


Market 
Performance 


Up  Down 


Fund/distributor 


Annualized  total  return  $10,000  Assets  Weighted  Median  Maximum  Annual 

8/31/87      3-year  grew  to  6/30/97  average  market  sales  expenses 

to  (aftertax)  ($mil)        P/E         cap  charge  per 

6/30/97                                                       ($bil)  $100 


Standard  &  Poor's  SOO  stock  average 

13,8% 

28.7% 

Forbes  stock  fund  composite 

12.5% 

22.9% 

21.9 

$12.5 

$1.16 

A 

B 

VanKamn  Amer  Emercino  Grnwth-A/Van  Kamnpn 

V  U  1 1 1 «  U 1 1 1  U  nilllfl     LMIVI  gl'lg   UlUfflll    FV  VC1M    1  \ O  1  1  1  U C 1  1 

15.0  % 

25.2% 

!18  697 

)  1  U,U  J  I 

$2,994 

28.1 

$3.5 

5.75  % 

$1.08 

B 

D 

VanKamn  Ampr  Fntprnrkp- A/V^n  Kamnpn 

12.8 

26.6 

18,639 

1,930 

23.2 

18.0 

5.75 

1.01 

c 

c 

VanKamp  Amer  Growth  &  Inc/Van  KampGn 

11.3 

23.7 

17,570 

1,031 

21.9 

23.6 

5.75 

1.04 

D 

c 

VanKamn  Ampr  Papp  Fnnrl-A/Van  Kamnpn 

¥  an  nam  u  niiibi  i  uuq  i  uiiu  rv  ion  ixaiiiuuii 

10.5 

23.6 

16  867 

3  095 

20.2 

20.3 

5.75 

1.01 

VanKamn  Ampr  Rpat  F^tatp-A/Van  Kamnpn 

■  an i\ain p  niiici  ricai  Diaic  ni  van  i\a  11 1 1 > r  1 1 

18.7 

15  959 

99 

19.6 

0.8 

4.75 

2.60a 

VanKamp  Amer  Utility  Fund-A/Van  Kampen 

_* 

13.9 

14,088 

139 

16.8 

4.2 

5.75 

1.41 

■  C 

■  A 

Victorv— Diversified  Stork-A/RKvs 

27.3 

18,594 

733 

19.8 

28.6 

4.75 

1.02a 

Victorv— Growth  Fund-A/Risvs 

i iviui  j    ui  until  i  uiiu  n>  ui  jyo 

 * 

26.7 

19,710 

181 

24.4 

43.2 

4.75 

1.35 

■  A 

■  D 

Virtnrv— Ohin  Rppinnal  Stnrk-A/Ri^u^ 

 * 

21.4 

17,201 

51 

21.4 

2.1 

4.75 

1.28 

Virtnrv— ^nprial  Grnwth-A/RkiK 

 * 

18.3 

16  314 

90 

21.2 

0.9 

4.75 

1.42 

Virtnru— *\nprial  Vahip-A/RkvK 

vii/iuiy    o  \j  c  u  i  q  i  value  rv  o  i  j  y  j 

21.5 

17  264 

375 

18.8 

2.4 

4.75 

1.36 

Victory-Stock  Index-A/Bisys 

'  _* 

28.0 

20,330 

418 

21.4 

35.9 

4.75 

0.57a 

Virtnrv— Valnp  Fnnri-A/Risvs 

llvlVI  J      IdlUv    I  UIIU    Hi  U  1  J  y  J 

25.1 

18,762 

463 

19.4 

27.9 

4.75 

1.32 

A 

■  C 

Vista  Caoital  Growth-A/Vista 

vioia  ucipiicii  ui  uh  in  rv  vioiu 

 * 

19.7 

16,257 

1,197 

17.9 

2.0 

4.75 

1.30 

A 

■  C 

VKta  Growth  &  Inrnmp-AA/Kta 

i  lotu  ui  un  in  at  1 1 1 u  1 1 1 1>   rv  i  ioiq 

21.1 

16,853 

1,929 

18.4 

15.9 

4.75 

1.26 

■  B 

■  C 

Vontobel  US  Value/First  Dominion 

* 

24.6 

17,567 

103 

15.2 

22.3 

none 

1.43a 

Waddell  &  Reed  Growth-B/Waridpll 

IIQUUull  Of  IXwwU  UI  Un  III    U7  ¥  »  (1  VJ  U  r_  1  1 

"  " 

20.5 

17,152 

229 

32.1 

3.2 

3.00  b 

2.12 

Waddell  &  Reed  Total  Return-B/Waddell 

_* 

18,227 

374 

20.5 

24.9 

3.00  b 

1.95 

B 

B 

Warhnro*  PinriK  Han  Annrpr-H/Warhiirp 

13.7 

26.6 

18,559 

537 

20.9 

12.1 

none 

0.99a 

■  A 

■  D 

Warburg  Pine  us  Emerg  Growth-C/Warburg 

24.2 

18,812 

1,283 

34.2 

1.3 

none 

1.19a 

■  D 

■  A 

Warburg  Pincus  Growth  &  Inc-C/Warburg 



12.7 

13,920 

575 

17.1 

12.1 

none 

ill 

B 

B 

Wa^atrh  Apotp^ivp  Fnnitv/Wa^atrh 

12.4 

19.6 

16,407 

177 

19.0 

0.5 

j 

1.50 

B 

c 

Wa^atrh  Rrnwth  Fiinri/Wa^atrh 

Tlaoullull  UIUVVIII  1  UIIU/  *  1  a  O  a  11/  1 1 

13.3 

29.0 

19,355 

101 

16.2 

1.3 

none 

1.50a 

Wasatch  Mid-Cap  Fund/Wasatch 

24.7 

19,333 

75 

24.4 

1.2 

none 

1.75a 

c 

B 

Wa^hinptnn  Mutual  Invpvtnr^/Ampriran  Fnndc 

1 V  Dwl  1 1 1  Ifc  IU  1 1   lilUlUtll   IIIIwOlUIJfnlllUllt/UH  1  Mini.- 

13.7 

27.3 

19,421 

31,973 

18.1 

24.4 

5.75 

0.64 

Wpit7  Partnprs  Vahip/Wpitz 

(1  GHL    1    Ul  1 1 1  G  1  o    V  CI  1  U  \j  1  »  i (.  ■  1  1  1 

23.3 

17,151 

111 

17.8 

8.0 

none 

1.23 

c 

■  B 

Wpit7  ^prip^  Fund— Valnp/Wpit7 

IICIlL  JCI  luO  1  UIIU      lultlvf  IICIU 

* 

22.3 

17,080 

311 

17.0 

7.1 

none 

1.29 

■  r 

■  u 

■  R 

Wp^trnrp-Rlnp  Phin  Fnnri/AI  PS 

VfGMUUIG    DIUC  UIIIU  ruiiu/nLi  o 

26.7 

18,678 

67 

18.0 

18.1 

none 

1.15a 

P 
y 

D 

D 

Wp^twnnH  Fmiitu  Fimri-Rptail/f.;ihplli 
iicmvtUUu  uijuiiy  ruiiu  ncion/ uci  uciii 

13.4 

28.8 

19,935 

91 

24.0 

16.7 

none 

1.50a 

White  Oak  Growth  Stock/SEI 

39.0 

26,757 

178 

27.0 

30.5 

none 

0.97a 

D 

c 

Winthrop  Focus— Growth-A'/Wood 

9.8 

20.0 

16,170 

89 

18.4 

27.7 

4.75 

1.40 

D 

B 

Winthrop  Focus— Growth  &  Income-A/Wood 

11.4 

22.3 

17,192 

156 

17.5 

17.9 

4.75 

1.22 

g 

rj 

Winthrnn  Fnrns— 'small  Rn  Valnp-A2/Wnnri 

TVIIIIIIIUU  ruuuo   oiiigii  uu  Value  n  /vvuuu 

12.1 

16.1 

15,122 

265 

17.9 

0.7 

4.75 

1.39 

B 

D 

WPG  Growth  &  Income/Weiss 

12.4 

26.0 

18,783 

102 

23.2 

38.5 

none 

1.06 

B 

F 

WPG  Growth  Fund/Weiss 

9.3 

19.5 

15,569 

68 

27.2 

0.8 

none 

L0'9 

WPG  Quantitative  Equity/Weiss 

* 

24.5 

17,287 

108 

22.6 

15.4 

none 

1.08 

D 
D 

n 
u 

WPG  Tudor  Fund/Weiss 

10.3 

21.8 

16,093 

173 

27.1 

1.4 

none 

1.25 

Yacktman  Fund/Yacktman 

26.9 

19,038 

1.074 

19.2 

17.5 

none 

0.90a 

Zweig  Series-Appreciation-A/Zweig 

 * 

15.3 

14,354 

505 

12.6 

4.5 

5.50 

1.56 

■  D 

■  A 

Zweig  Series-Strategy-A/Zweig 

 * 

14.7 

14,338 

1,193 

13.1 

8.2 

5.50 

1.25 

Three-year  return  6/30/94  through  6/30/97.  ■  Fund  rated  for  three  periods  only;  maximum  allowable  £ 
full  period.  tClosed  to  new  investors,  a:  Net  of  absorption  of  expenses  by  fund  sponsor,  b:  Includes 
of  deVegh  Fund  prior  to  May  1987  merger,  formerly  Winthrop  Focus  Funds -Aggressive  Growth. 
Sources:  Forbes;  Upper  Analytical  Services;  Mormngstar,  Inc. 

rade  A.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  for 
Dack-end  load  that  reverts  to  distributor.  'Reflects  performance 

Rules,  page  IS2.  Distributor  table,  page  257. 
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FUND  SURVEY 


Balanced  funds 


These  hybrid  funds  promise  some  of  the  potential  cap- 
ital appreciation  of  stocks,  coupled  with  a  dividend  or 
interest  income  stream  from  bonds,  preferred  stock  or 
convertible  securities.  In  this  section  we  also  include 
asset  allocation  funds  (which  shift  money  among  stocks, 
bonds  and  cash)  and  convertible  funds.  The  latter 
group  may  own  primarily  (or  exclusively)  convertible- 


bonds,  whose  behavior  blends  the  behavior  of  stocks 
and  bonds. 

Balanced  funds  typically  don't  perform  as  well  as 
straight  equity  funds  in  a  bull  market,  but  hold  up  better 
than  stock  funds  in  a  bear  market.  Over  the  past  five  years 
the  Forbes  balanced  fund  index  averaged  13.5%  a  year, 
versus  19.7%  for  the  S&r  500. 


Ratio  scale  (6/30/92  =  100) 


120 


100 


80 


60 


1992 


1993 


Balanced  funds  are  measured  against  the 
cycles  of  this  price  performance  chart,  a 
50-50  blend  of  the  S&P  500  and  the  Merrill 
Lynch  corporate/government  bond  index. 


1994 


1995 


1996 


1997 


Market 
Performance 

Fund/distributor 

5-year 
annualized 
total 
return 

$10,000 
grew  to 
(aftertax)' 

Yield 

Assets 
6/30/97 
($mil) 

Weighted 

Median 
market 
cap 
($bil) 

Maximum 
sales 
charge 

Annual 
expenses 
per 
$100 

Up 

Down  1 

% 

average 
P/E 

Blended  stock  and  bond  markets  index 

13.4% 

4.3% 

Forbes  balanced  fund  composite 

13.5% 

5.0% 

20.1 

$17.0 

$1.14 

AARP  Growth-Balanced  Stock  &  Bond/Scudder 

* 

3.6% 

$571 

15.9 

$14.0 

none 

$0.88 

C 

D 

Advantus  Spectrum  Fund-A/Mimlic 

11.2  % 

$15,406 

2.3 

75 

22.6 

23.5 

5.00  °/c 

1.26 

B 

C 

AIM  Advisor-Flex  Portfolio-A2/AIM 

14.1 

17,944 

2.2 

572 

19.9 

32.2 

5.50 

1.56 

AIM  Advisor-MultiFlex-A3/AIM 

 * 

 * 

1.5 

334 

17.2 

9.8 

5.50 

1.81 

A+ 

D 

AIM  Balanced  Fund-A/AIM 

17.8 

21,587 

""2.3' 

857 

27.6 

5.0 

4.75 

1.15 

C 

D 

Alliance  Balanced  Shares-A/Ailiance 

11.3 

15,279 

2.1 

136 

20.6 

12.9 

4.25 

1.38 

B 

C 

Alliance  Growth  Investors-A/Alliance 

13.1 

17,187 

1.3 

103 

17.2 

17.7 

4.25 

1.55  a 

D 

B 

Alliance  income  Builder-A/Alliance 

10.6 

15,110 

4.1 

56 

19.6 

36.9 

4.25 

2.20 

C 

B 

American  Balanced  Fund/American  Funds 

14.0 

17,187 

3.5 

4,595 

16.7 

23.7 

5.75 

0.67 

C 

F 

American  CertL'ry  Balanced  FundVAmer  Century 

10.9 

15,393 

2^3 

915 

27.5 

2L7 

none 

1.00 

c 

C 

AmSouth  Balanced  Fund/Bisys 

12.6 

16,483 

3.5 

358 

20.5 

16.7 

4.50 

1.02  a 

F 

A 

Berwyn  Income  Fund/Berwyn 

10.6 

14,730 

6.0 

161 

14.9 

0.6 

none 

0.68 

C 

A+ 

Bond  Fund  For  Growth-A/Oppenheimer 

16.6 

19,360 

4.7 

778 

23.3 

15.6 

5.75 

0.97 

D 

D 

Calvert  Socis!  !nv-Managed  Growth-A/Calvert 

10.6 

14,888 

2.3 

644 

21.9 

m 

4.75 

1.16  a 

B 

C 

CGM  Mutual  Fund/CGM 

15.1 

17,818 

............. 

1,295 

17.5 

26.7 

none 

0.98 

A 

D 

Colonial  Fund-A/Colonial 

16.2 

18,913 

1.4 

1,421 

16.5 

11  8 

5.75 

1.15 

D 

D 

Colonial  Utilities  Funi!-A/Colonial 

10.2 

15,084 

3.7 

982 

14.5 

11.8 

4.75 

1.20 

*Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period,  a.  Net  of  absorption  of  expenses  by  fund  sponsor  'Hypothetical  five-year  return  for  upper-middle- 
income  investor  after  federrl  tax  on  distributions;  no  deduction  for  load  or  for  tax  on  unrealized  gains,  formerly  Invesco  Advisor-Flex  'Formerly  Invesco  Advisor- 
MultiFlex.  formerly  20th  Century  Balanced  Investors. 
Sources:  Forbes;  Upper  Analyti'  ?<!  Services,  Morningstar,  Inc. 
Rules,  page  1S2.  Distributor  table,  page  257. 
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□ 

BALANCED  FUNDS 

FUND  SURVEY 

Market 
Performance 

Fund/distributor 

5-year 
annualized 
total 
return 

$10,000 
grew  to 
(aftertax) 

Yield 

Assets 
6/30/97 
($mil) 

Weighted 

Median 
market 
cap 
($bil) 

Maximum 
sales 
charge 

Annual 
expenses 
per 
$100 

Up 

Down 

% 

average 
P/E 

Blended  stock  and  bond  markets  index 

13.4% 

4.3% 

Forbes  balanced  fund  composite 

13.5% 

5.0% 

20.1 

$17.0 

$1.14 

c 

B 

Columbia  Balanced  Fund/Columbia 

13.5  % 

$17,157 

3.6% 

$763 

20.8 

$26.9 

none 

$0.66 

A 

D 

Compass  Capital  Balanced-lnv  A/Compass 

14.6 

18,476 

2.4 

102 

23.7 

31.8 

4.50  % 

1.19  a 

B 

p 
u 

Composite  Bond  &  Stock-A/Murphey 

13.7 

17,307 

3.2 

337 

.............. 

20.2 

4.50 

1.01 

D 

R 
D 

Prahhp  Hucnn  Accpt  Allnp  Primnru/Prahho 

uiduuc  nuouii  nooci  hiiuu  r i niidi y/ ui duuc 

12.2 

15,963 

2.0 

101 

22.2 

6.4 

none 

1.40  a 

A 

R 
D 

n^uic  Pnnuprtihlp  Qprc-A/nswic 

UdVId  OUMVCI  IIUIC  OCUo  H/Udvlo 

17.8 

20,504 

2.9 

62 

23.9 

1.2 

475 

1.08 

p 

A 

rip^n  Wittpr  Pnnuprtihlp  ^prc'/rip^n  Witter 

UGdll  Iflllcl   UUMVCIMUIC  OCbo  'Urdu  VVILLul 

14.1 

18,074 

3.9 

282 

15.0 

1.5 

5.00  b 

1.84 

F 

A+ 

Dean  Witter  Diversified  IncVDean  Witter 

6.8 

12,217 

9.7 

862 

NA 

0.3 

5.00  b 

1.42 

8 

D 

Dean  Witter  Strategist  Fund'/Dean  Witter 

12.6 

16,320 

2.0 

1,506 

23.3 

21.6 

5.00  b 

1.58 

B 

I 

Delaware  Group  Delaware-A/Delaware 

13.5 

16,571 

3.0 

543 

21.2 

19.6 

4.75 

0.99 

B 

R 

D 

rinHop  S.  Pnv  RalanrpH  PunH/Dnrlao 

15.7 

19,200 

3.1 

4,710 

20.2 

10.0 

none 

0.56 

flrpi/fnc  Accot  fi II n n  citi nn /H r M\/f  1 1  " 

UIGjIUo  HojCI  HIIULdllUII/  Ul  C  V  '  Uj 

* 

— * 

2.1 

66 

24.4 

16^1 

none 

1.25  a 

rirPvfiK  Ralanrprl  Funri/DrpufiK 

* 

* 

2.4 

331 

17.4 

14.0 

none 

1.00 

B 

C 

EV  Traditional  Investors/Eaton  Vance 

13.9 

16,699 

2.4 

320 

18.5 

20.4 

4.75 

0.93 

C 

B 

Eclipse  Financial  Asset-Balanced/Eclipse 

14.3 

17,361 

3.4 

88 

21.9 

5.0 

none 

0.83 

C 

n 
D 

Evergreen  American  Retirement-A/Evergreen 

12.8 

16,709 

3.0 

118 

15.4 

10.0 

475 

1.37  a 

C 

Fuprorppn  Ralanrpfl  Fiinri-A/Fuprorppn 

LVGI  gl  CCIl  DalalibCU  r  UIIU  nl  L_  VC 1  t;  1  uc  1 1 

12.3 

16,155 

37 

161 

22.0 

in 

475 

0.93 

A 

n 

u 

Fuprorppn  Fnimriatinn  Fnnri-A/Fuornropn 

LVGlglGGM  lUUIIUdUUII  r  UIIU  nl  Lvcl  gl  CCl  1 

15.3 

18,726 

2.7 

990 

16.5 

26.6 

4.75 

1.25 

fl+ 

n 

u 

FoHoratcH  Fnuitu  Inrnmo  A/ForlorQtoH 
rCUclalcU  tljully  1  IILUHIc -«/  r  rtlrl  a  (cU 

19.0 

21,874 

2.3 

1,354 

159 

25.7 

5.50 

1.08  a 

C 

C 

Federated  Stock  &  Bond/Federated 

12.8 

16,311 

2.8 

160 

21.0 

28.0 

5.50 

1.21  a 

D 

c 

Fidelity  Advisor  Balanced-T/Fidelity  Adv 

10.9 

15,547 

2.8 

2,945 

17.7 

26.1 

3.50 

1.20  a 

C 

n 

L 

Fidelity  Asset  Manager/Fidelity 

12.7 

16,642 

3.6 

11,393 

14.2 

18.7 

none 

0.83  a 

B 

R 

u 

Fidplitu  Accpt  Manaopr   Rrnufth /F i HpI 1 1\; 
riuciuy  Hooci  maiidgci  uiuwiii/riuciiiy 

16.2 

20,032 

U 

4,123 

21.5 

26.3 

none 

0.91  a 

Firiplitu  Accpt  Manaopr  Inrnmp/FiHplitu 
riuciuy  hojci  ifidiidgci  iiii/Uiiic/rtucuiy 

— 

— 

5  0 

622 

20.6 

24.5 

none 

0.80  a 

n 
u 

R 
D 

Firiolitu  RalanroH  Fiinri/FiHolitv/ 
riucMiy  Ddidiiucu  runu/nuciiLy 

10.8 

15,226 

4.1 

4,011 

20.5 

18  1 

none 

0.74  a 

C 

A 

Fidelity  Convertible  Securities/Fidelity 

14.0 

16,961 

4.4 

1,030 

18.2 

12.9 

none 

0.83  a 

B 

B 

Fidelity  Puritan  Fund/Fidelity 

16.2 

18,390 

3.4 

21,221 

19.8 

35.0 

none 

0.66  a 

First  American  Balanced  Fund -A/Fi rst  Amer 

— * 

2.6 

64 

20.8 

11.6 

4.50 

1.05  a 

C 

n 

u 

Firct  Inuoctnrc  Tntal  Rpfurn-A/Firct  1  n \/ 
rll  M  IMVCMUlo  lUldl  nciui  II  n/ n  1  j  L  111V 

11.7 

15,600 

2.6 

63 

25.8 

7.2 

6.25 

1.53  a 

A 

R 
D 

Flan  Inwpctnrc  ValiiP  RuilHor  A/RrniAjn 
rldg  IIIVcMUIo  VdlUC  DUIIUC1  n/  Dl  UWII 

17.1 

20,930 

2.0 

352 

14.3 

15.2 

4.50 

1.27 

p 

b 

Q 

Fnrti^  Ariuantaop— Accpt  Allnr-A/Fnrti^ 

ruillonUValllagG    HojCI  HiiUU  rvIUIllo 

12.3 

16,420 

2.2 

182 

24.9 

19.8 

4.75 

1.47 

B 

A 

Founders  Balanced  Fund/Founders 

17.1 

19,581 

2.3 

720 

22.3 

18.2 

none 

1.07 

Fountain  Square  Balanced  Fund-A/Bisys 

"— *  "' 

i.7 

116 

22.5 

23.3 

4.50 

1.00  a 

A 

A+ 

Franklin  Balance  Sheet  Invest/Franklin 

20.7 

23,602 

1.4 

954 

18.2 

0.2 

.......... 

1.08 

B 

A 

FronUm  Pnnwprtihlo  Qopc  1/PrQnHin 

16.2 

18,505 

4.2 

202 

22.0 

6.5 

4.50 

1.01 

D 

A 

ridnniin  income  ruiiu-i/rtdrrKiin 

10.7 

14,446 

7.4 

8,031 

13.7 

4.8 

4.25 

0.70 

a 
D 

R 
D 

CqIovw  Accpt  Allnpotinn  PptQil  A/Hdlovv/ 
udldAy  Hbdul  HIIULdllUII-ncldll  H/udldXy 

13.8 

18,178 

2.2 

171 

23.2 

40.9 

3.75 

1.54 

Guardian  Asset  Allocation-A/Guardian 

—  * 

— * 

1.8 

119 

21.9 

36.9 

4.50 

1.09  a 

A+ 

r 

r 

Hancock  Growth  &  Income-A/Hancock 

17.2 

20,108 

0.7 

427 

16.4 

18.3 

5.00 

1.23 

Hancock  Sovereign  Balanced-A/Hancock 

 * 

2.8 

173 

20.9 

27X 

5.00 

1.29 

Heartland  Group-Value  Plus/Heartland 

—  * 

— * 

2.6 

168 

16.3 

',0.2 

none 

1.24 

D 
b 

A 

Heritage  Income-Growth  Trust-A/Heritage 

16.7 

19,367 

2.4 

74 

17.5 

27.0 

4.75 

1.37 

D 

A 

Hotchkis  &  Wiley-Balanced  Income/Hotchkis 

12.1 

15,648 

5.1 

90 

13.6 

19.8 

none 

0.98 

C 

C 

IDS  Mutual  Fund-A/Amer  Express 

13.3 

16,292 

3.6 

3.326 

14.9 

18.9 

5.00 

0.84 

C 

A 

Income  Fund  of  America/American  Funds 

14.3 

17,235 

5.0 

17,949 

17.9 

18.8 

575 

0.62 

Invesco  Multi-Asset-Balanced/lnvesco 

2.4 

154 

14.1 

8.3 

none 

1.29 

Janus  Balanced  Fund/Janus 

2.1 

312 

15.3 

1.6 

none 

............. 

JPM  Pierpont  Diversified/JP  Morgan 

  * 

 * 

'2.2 

70 

24.0 

21.0 

none 

0.98  a 

*Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period.  tClosed  to  new  investors,  a:  Net  of  absorption  of  expenses  by  fund  sponsor,  b:  Includes  back- 
end  load  that  reverts  to  distributor.  NA:  Not  applicable  or  not  available.  'Converted  to  multiclass  format  July  28,  1997. 
Sources:  Forbes;  Upper  Analytical  Services;  Mornlngstar,  Inc. 
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□ 

BALANCED  FUNDS 

FUND  SURVEY 

Market 
Performance 


Fund/distributor 


5-year 
annualized 
total 
return 


$10,000 
grew  to 
(aftertax) 


Yield 

% 


Assets 
6/30/97 
($mil) 


Weighted 
average 
P/E 


Median 
market 
cap 
($bil) 


Maximum  Annual 
sales  expenses 
charge  per 
$100 


Blended  stock  and  bond  markets  index        13.4%  4.3% 


Forbes  balanced  fund  composite 

13.5% 

5.0% 

20.1 

$17.0 

$1.14 

c 

C 

Kemper  Retirement  Fund  i/Kemper 

12.2  % 

$14,844 

3.9% 

$112 

27.9 

$4.5 

t 

$0.95 

D 

C 

Kemper  Retirement  Fund  ll/Kemper 

11.1 

14,654 

........... 

167 

28.2 

5.0 

"  "t 

0.94 

C 

D 

Kemper  Retirement  Fund  lll/Kem per 

11.9 

15,667 

......... 

122 

28.1 

.... 

t 

0.96 

■/                  n    a.'                At*  ■  ill  11/ 

Kemper  Retirement  Fund  IV/Kemper 

3.5 

131 

28.1 

5.0 

t 

0.95 

Kemper  Retirement  Fund  V/Kemper 

  * 

 * 

O  Q 
0.8 

1  01 

07  7 
LI  .1 

A  K 
4.D 

T 

U.% 

D 
D 

C 

r 

Unmnar  Totol  Datum  A/lfomnar 
IVfcilipci  lOIdl  l\ClUni-H/[\cllipcl 

1  9  fi 

1 1\  7Q7 

1  J,  /  j  1 

9  8 
6.0 

0,  9  CO 

00  0 
LL.L 

9K  A 
CO  A 

J.I  J  /o 

1  n  r 

C 

0 

Keystone  Balanced  Fund  (K-1)/Evergreen 

12.2 

16,283 

2.3 

1,625 

21.3 

37.4 

4.00  b 

1.72 

c 

D 

Landmark  Balanced  Fund-A/Landmark 

11.4 

15,894 

2.8 

230 

31.3 

......... 

4.75 

1.02  a 

Lindner  Bulwark  Fund-lnvestor/Ryback 

 * 

— * 

2.1 

69 

18.3  " 

0.4 

none 

1.24 

A+ 

C 

Lord  Abbett  Equity  1990/Lord  Abbett 

22.2 

25,058 

none 

63 

22.5 

12.3 

t 

1.50 

n 
u 

M+ 

iviainoiay— uunveriiuie-M/MTLiTc 

1  k  7 

1D.0 

1/,/UU 

A  K 
4.3 

Q9/I 

yz4 

9C  0 

1  A 
1.4 

T 

1  AC 

1.4b 

D 
D 

n 
u 

mainoiay —  loiai  Keiurn-A/ in t Liie 

1  O  Q 

lo.y 

1  Q  9QC 

18, Zoo 

1  7 

1./ 

i  9 1  n 

oq  k 

Q  c 
0.3 

c  cn 

1  OA 

174 

Marquis  Balanced  Fund-A/SEI 

* 

 * 

2.9 

128 

14.8 

10.9 

3.50 

0.90  a 

MAS-Balanced  Portfolio-lnst/MAS 

—  * 

— * 

3\6 

355 

16.7 

11.5 

none 

0.57 

Mentor  Income  &  Growth-A/Mentor 

 * 

* 

2.1 

146 

20.9 

4\2 

5.75 

1.36 

Mentor  Strategy  Portfolio-A/Mentor 

none 

335 

26.6 

6.3 

5.75 

1.40 

D 
D 

r- 

u 

Mprrill  lunph  Phnpniv  H/Mp'tiII 
itici  i  ill  Lyiiuii  r iiuciiia  u/ ivici  1 1 M 

1  <i  9 
1  J.  O 

1  7  733 
1 1 ,  /  O  J 

A  1 
4.  / 

/  UD 

1  k  3 

ID.O 

1  & 

1 .4 

'i  OK 

J. ZD 

1 .40 

D 
D 

D 

D 

MTC  Tntol  Datum  A  'MEQ 

mro  loiai  Keiurn-A/iviro 

1  O  Q 
lO.O 

1  7  OA 7 
1/,U4/ 

9  7 
i.l 

A  7C  1 

4,/bi 

17  0 

i  /  .y 

oo  n 
LL.u 

A  IK 
4./D 

0  00 

Montgomery  Asset  Allocation-R/Montgomery 

  * 

 * 

1.9 

127 

25.8 

8.3 

none 

1.30  a 

Nations-Balanced  Assets-Invest  A/Nations 

  * 

— * 

3.6" 

81 

18.9 

19T 

none 

............. 

B 

D 

New  England  Balanced-A/New  England 

14.4 

17,873 

2.2 

300 

14.4 

13.4 

............ 

........... 

B 

A 

North  American  Balanced  Fund-A'/Wood  Logan 

15.8 

18,729 

3.6 

101 

15.2 

12.2 

4.75 

1.34  a 

Northern  Funds-Income  Equity/Sunstone 

* 

0  c 
o.b 

QQ 
00 

on  1 

0£  0 

none 

i.uu  a 

i) 

n 
u 

Northstar  Balance  Sheet  Oppor-AVNorthstar 

1  9  9 
1L.L 

1  C  /|  cn 

A  O 

4.  j 

cn 
bU 

0/1  c 

MA 

A  IK 
4./D 

1  A  1 

1.41 

Northstar  Income  &  Growth-A/Northstar 

  * 

 * 

2.7 

197 

19.2 

38.2 

4.75 

1.51 

One  Group  Asset  Allocation-A/One  Group 

  * 

 * 

........... 

75 

24.3 

17.6 

4.50 

1.05  a 

D 

B 

Oppenheimer  Disciplined  Alloc-A/Oppenheimer 

12.6 

15,806 

'u 

........... 

............. 

""U 

5.75 

......... 

A 

C 

Oppenheimer  Equity  Income-A/Oppenheimer 

15.5 

18,575 

3!i) 

3,065 

19.2 

18.2 

5.75 

0.89 

D 
D 

D 
D 

Oppenheimer  Multiple  Strategies-AVOppenheimer 

1  O  0 

l/,l/o 

o.b 

77/1 
//4 

1  C  0 

Ib.o 

1  0  A 

19.4 

C  IK 

b./b 

11C 

1.1b 

M+ 

p 

Oppenheimer  Quest  Opportunity-A/Oppenheimer 

iy.b 

oo  con 

n  o 
U.o 

O  OC  1 

o.obl 

io. b 

10  1 

19.1 

K  IK 

D./D 

1  KA 

1.04 

A 

D 

Overland  Express  Index  Alloc-AVOverland 

16.7 

19,012 

2.2 

106 

21.4 

35.6 

4.50 

1.31 

A 

A 

Pacific  Horizon-Capital  Income-A/Bisys 

18.0 

20,199 

........... 

349 

15.4 

10.9 

4.50 

1.18  a 

C 

b 

PaineWebber  Balanced  Fund-A/PaineWebber 

12.0 

15,375 

"2.0 

200 

20.3 

17.8 

4.50 

1.44 

PaineWebber  Tactical  Allocation-A/PaineWebber 

0.6 

521 

NA 

NA 

4.50 

1.00 

D 
D 

r 
r 

Pasadena  Balanced  Return-A/Pasadena 

11.9 

Ib.ooU 

n  n 

U.9 

c  c 

bb 

0  C  0 

0  C  A 

ob.4 

b.bU 

0  01  « 

i.vl  a 

n 
u 

rax  world  rund/rax  World 

1  1  A 

11.0 

lb,b02 

o  n 

2.9 

C  "70 

5/3 

00  0 

22.0 

07  0 

2/.o 

none 

o  on 

u.oy 

F 

B 

Permanent  Port-Permanent/Permanent 

6.3 

13,200 

2.2 

71 

21.1 

7.1 

none  5 

1.55 

D 

D 

Phoenix  Balanced  Fund-A/Phoenix 

9.9 

14.421 

2.6 

1,754 

26.9 

24.0 

............ 

1.01 

F 

A 

Phoenix  Convertible  Fund-A/Phoenix 

10.5 

14,560 

.......... 

206 

27.2 

7.3 

4.75 

us"" 

D 

B 

Phoenix  income  &  Growth-A/Phoenix 

11.7 

15,294 

........... 

852 

20.0 

12.2 

4.75 

1.18 

D 

C 

Phoenix  Strategic  Al!ocation-A6/Phoenix 

10.7 

14,726 

............ 

318 

23.6 

............. 

4.75 

............. 

C 

...... 

Pimco  Balanced  Fund-lnst/Pimco 

12.7 

15,857 

3.1 

64 

21.6 

....... 

none 

0.73 

A 

C 

Pimco  Renaissance  Fund-AVPimco 

18.6 

21,333 

1.0 

382 

24.1 

17.3 

5.50 

1.25 

F 

B 

Pioneer  Balanced  Fund-AVPioneer 

9.8 

14,306 

........... 

284 

23.9 

'3.9 

4.50 

.......... 

A 

D 

Preferred  Asset  Allocation/Caterpillar 

14.3 

17,839 

3.0 

127 

21.4 

........... 

none 

.......... 

C 

B 

....... 

T  Rowe  Price  Balanced  Fund'/Price 

13.4 

17,452 

3.1 

1,122 

18.4 

20.0 

none 

....... ... 

........... 

D 

Princor  Balanced  Fund-A/Princor 

11.4 

15,276 

.......... 

93 

20.9 

23.9 

............ 

*Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period.  tClosed  to  new  investors.  a:  Net  of  absorption  of  expenses  by  fund  sponsor,  b:  Includes  back-end 
load  that  reverts  to  distributor.  NA:  Not  applicable  or  not  available.  'Formerly  North  American  Asset  Allocation,  formerly  Northstar  Advantage  Income,  formerly 
Oppenheimer  Asset  Allocation,  formerly  Overland  Express  Asset  Allocation.  5Flat  fee  of  $35  on  initial  investment  and  monthly  $1.50  maintenance  fee.  formerly 
Phoenix  Total  Return.  'Formerly  Pimco  Advisor-Equity  Income,  formerly  Pioneer  Income.  'Reflects  performance  of  Axe-Houghton  prior  to  August  1992  merger. 
Rules,  page  162.  Distributor  table,  page  257.  Sources:  Forbes;  Upper  Analytical  Services;  Morningstar,  Inc. 
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American  Century  Investments 
RO.  Box  419200 
Kansas  City,  MO  64141-6200 
www.  americancentury.  com 


American  Century  Real  Estate  Fund 


1-Year 
Return 


Life  of 
Fund 

(9/21/95)' 

41.8%  30.8% 

Average  annual  total  returns  as  of  6/30/97. 


Introducing  IHe  American  Century 
Real  Estate  Fund. 

Now  you  can  benefit  from  the  same  high  level  of  real  estate 
expertise  that's  been  available  to  major  corporations  and 
wealthy  individuals.  Introducing  the  American  Century  Real 
Estate  Fund.  This 
fund  is  a  result  of  our 
recent  partnership 
with  RREEF  Real 
Estate  Securities  Ad- 
visers L.E,  one  of  the 
largest  private  real  estate  investment  managers  in  the  coun- 
try. RREEF  has  a  20 -year  history  of  managing  real  estate 
investments.  Of  course,  it's  important  to  understand  that  real 
estate  investing  does  involve  inherent  risks,  including  interest 
rate  fluctuation,  credit  risk,  and  the  impact  of  varied  eco- 
nomic conditions.  So  read  our  prospectus  carefully,  review  the 
chart,  and  then  consider  diversification  at  a  whole  new  level. 

To  find  out  more,  call  Qf\(\  O/l  C  r>nO'l 
American  Century  at:  l"OUU- J^t  J"ZUZ  1 


American 
Century, 

Please  ask  for  a  prospectus  with  more  complete  information,  including  charges  and  expenses.  Be  sure  to  read  it  carefidly  before  you  invest.  Naturally,  past  performance 
can't  guarantee  future  results.  Investment  return  and  the  value  of  your  principal  will  fluctuate,  and  the  final  value  of  your  investment  may  be  more  or  less  than  what  you  started  with. 
'The  original  fund  inception  date  was  9/21/95  (RREEF  Real  Estate  Securities  Fund).  That  fund  merged  with  the  American  Century  Real  Estate  Fund  on  6/13/97  and  was  offered  to 
the  public  on  6/16/97.  A  real  estate  fund  can  be  part  of  a  well-balanced,  diversified  portfolio.  Yet  it  is  usually  not  appropriate  as  a  sole  investment,  and  may  not  be  right  for  every 
investor.  ©  2997  American  Century  Services  Corporation,  American  Century  Investment  Services,  Inc.  fbs 


□ 

□ 

BALANCED  FUNDS 

FUND  SURVEY 

Market 
Performance 

Fund/distributor 

5-year 
annualized 
total 
return 

tin  Ann 

grew  to 
(aftertax) 

Yield 

% 

Assets 
6/30/97 
($mil) 

weighted 
average 
P/E 

Median 
market 
cap 
($bil) 

Maximum 
sales 
charge 

Annual 
expenses 
per 
$100 

Up 

Down  1 

Blended  stock  and  bond  markets  index 

13.4% 

4.3% 

Forbes  balanced  fund  composite 

13.5% 

5.0% 

20.1 

$17.0 

$1.14 

D 

C 

Prudential  Allocation-Balanced-A/Prudential 

12.0  % 

$15,865 

2.7% 

$762 

28.4 

$3.3 

5.00  % 

$1.14 

Putnam  Asset  Allocation-Balanced-A/Putnam 

—  * 

— * 

2^6 

1.057 

27.3 

7.0 

5.75 

1.33 

Putnam  Asset  Allocation-Conserv-A/Putnam 

—  * 

— * 

3.3 

442 

27.0 

6.9 

5.75 

1.47 

Putnam  Asset  Allocation-Growth-A/Putnam 

1.2 

779 

27.6 

6.6 

5.75 

1.45 

C 

B 

Putnam  Balanced  Retirement-A/Putnam 

13.8 

17,084 

3.9 

624 

16.9 

19.0 

5.75 

1.20 

B 

A 

Putnam  Convertible  Income-Growth-A/Putnam 

15.6 

18,004 

4.3 

1,308 

16.9 

20.2 

5.75 

1.06 

B 

C 

George  Putnam  Fund  of  Boston-A/Putnam 

14.5 

17,398 

3.6 

3,367 

16.0 

18.2 

5.75 

1.14 

D 

A 

SBSF  Convertible  Securities/Key  Mutual 

14.1 

17,039 

4.8 

78 

24.4 

6.4 

none 

1.34 

Scudder  Balanced  Fund/Scudder 

—  * 

— * 

139 

24.4 

32.6 

none 

1.00  a 

n 
U 

B 

Seligman  Income  Fund-A/Seligman 

10.4 

14,778 

4.8 

363 

15.9 

12.6 

4.75 

1.14 

D 

c 

Sentinel  Balanced  Fund-A/Sentinel 

11.7 

16,009 

2.7 

330 

18.7 

20.0 

5.00 

1.16 

n 
U 

D 
D 

SB  Inc— Convertible-A/Smith  Barney 

11.3 

15,691 

4.1 

80 

NA 

NA 

5.00 

1.30 

D 

B 

SB  Inc-Utilities-A/Smith  Barney 

8.5 

13,434 

5.4 

1,205 

13.6 

5.5 

5.00 

1.05 

D 

B 

SB  Principal  Return-1 998/Smith  Barney 

9.9 

13,749 

4.7 

88 

23.8 

27^5 

t  ' 

0.95 

n 
D 

n 
U 

SB  Principal  Return-2000/Smith  Barney 

10.2 

14,823 

"34 

61 

32.5 

1.0 

t  " 

1.11 

n 
D 

n 
D 

Stagecoach  Asset  Allocation-A/Stagecoach 

13.6 

16,897 

3.8 

1,245 

24.7 

29.3 

4.50 

0.92 

A                            A  U     1    IIahaAU        infill      A   l<~-L          .    -    -         -  1 

Stagecoach  Lifepath-2000-A/Magecoacn 

0  o 

3.9 

lb 

on  i 

20. 1 
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State  St  Research  Mngd  Assets-A/State  Street 

15.2 

17,976 

2.5 
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18.7 

8.6 
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U 

B 

SteinRoe  Balanced  Fund/Stein  Roe 

12.7 
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3.0 
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29.6 
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U 

A 

Strong  Asset  Allocation/Strong 

11.2 

14,836 

3.8 
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22.3 

5.2 

none 

1.11 

A 

F 

Strong  Total  Return/Strong 

16.1 

19,546 

1.4 
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26.3 

23.8 

none 

1.06 

A 

D 

SunAmerica  Balanced  Assets-A/SunAmerica 

14.1 

16,441 

1.8 

325 

19.6 

18.3 

5.75 

1.49 

TCW/OW  Balanced  Fund/Dean  Witter 

* 

07 

92 

20.9 

26.8 

none 

2.14 

TCW/DW  Income  &  Growth/Dean  Witter 
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 * 
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61 
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none 
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B 

B 

Templeton  American  Trust-I/Templeton 

14.9 
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52 

24.2 
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1.57 

u 

United  Continental  Income-A/Waddell 

12.6 

16,388 

2.9 
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18.0 

18.6 

5.75 

0.93 

C 

C 

United  Retirement  Shares-A/Waddell 

13.0 

16,480 

2.9 

715 

18.5 

21.8 

5.75 

0.94 

U 

A 

A 

USAA  Invest-Growth  &  Tax  Strategy/USAA 

11.2 
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3.3 
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19.5 

19.2 
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0.72 

Value  Line  Asset  Allocation/Value  Line 
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88 
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Vanguard  Asset  Allocation/Vanguard 
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Vanguard  Balanced  Index/Vanguard 
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Vanguard  Convertible  Securities/Vanguard 

12.0 
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3.8 
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22.2 
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none 

0.69 
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Vanguard  STAR  Fund/Vanguard 
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17,535 

3.4 

6,661 
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14.5 

none 

0.37 
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Vanguard/Wellesley  Income/Vanguard 

12.0 

15,566 

5.4 

7,020 

17.9 

12.8 

none 

0.31 
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Vanguard/Wellington  Fund/Vanguard 

15.7 
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3.6 
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19.1 

19.7 

none 
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VanKamp  Amer  Equity  Income-A/Van  Kampen 

16.8 

19,704 

1.9 

1,435 

20.8 

23.4 

5.75 

0.97 
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VanKamp  Amer  Harbor  Fund-A/Van  Kampen 

11.6 

15,120 

3.3 
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14.2 

21.0 

5.75 

1.09 

Victory-Balanced  Fund-A/Bisys 

* 

— * 

2.6 

341 

19.0 

26.4 

4.75 

1.23  a 

Vista  Balanced  Fund/Vista 

 * 
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91 

18.1 

13.9 

4.50 

1.25  a 

A 

A 

A 

Westwood  Balanced  Fund-Retail/Gabelli 

17.2 

18,187 

2.2 

53 

23.9 

16.7 

none 

1.25  a 

Zweig  Series-Managed  Assets-A/Zweig 

2.0 

543 

109 

16.6 

5.50 

1.63 

*Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period  tClosed  to  new  investors,  a 
or  not  available.  'Annual  $10  account  maintenance  fee. 
Sources  Forbes;  Upper  Analytical  Services;  Morningstar,  Inc. 
Rules,  page  162.  Distributor  table,  page  257. 

Net  of  absorption  of  expenses  by  fund  sponsor.  NA:  Not  applicable 
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The  attitude  in  Hampton  Roads  these  days  is  a 
lot  like  that  of  our  brave  ancestors  who  were  the 
first  to  settle  the  nation.  We,  too,  are  exploring 
what  has  literally  become  a  new  world  of  oppor- 
tunity, pushing  beyond  "old  world"  boundaries. 
This  is  a  period  of  discovery,  growth,  reflection, 
evaluation  and  innovation  un-  as 
matched  since  our  bold  beginning. 
In  fact,  Hampton  Roads  may  now 
be  the  most  powerful  place  on 
earth — and  beyond — in  which  to 
io  business. 

THE  LAY  OF  THE  LAND 

You  probably  won't  find  "Hampton 
Roads"  on  a  map,  even  though  it's 
the  27th-largest  Metropolitan  Sta- 
-istical  Area  (Norfolk- Virginia 
Beach-Newport  News,  Virginia)  in 
:he  U.S.  and  the  fourth-largest  in 
:he  Southeast.  More  than  1.5  mil- 
ion  people  live  here,  and  popula- 
:ion  growth  averages  about  2% 
per  year.  Still,  the  numbers  are 
ieceptive,  as  Hampton  Roads  plays 
lost  to  an  additional  four  million 
:ourists  during  the  high  season.  The 
:otal  workforce  exceeds  860,000, 
md  the  region's  mid-Atlantic  loca- 
:ion  puts  two-thirds  of  the  nation's 
copulation  and  business  base  within 
i  750-mile  radius. 

Most  people  know  the  area  by  its 
lefining  characteristic:  the  water, 
^ocated  right  in  the  middle  of  the 
last  Coast,  it  is  framed  by  the 
\tlantic  Ocean,  the  Chesapeake 
3ay,  the  James  River,  the  York 
jiliver,  the  Elizabeth  River  and 
:ountless  tributaries.  Water  touches 
ind  connects  every  part  of  the  region,  affecting 
ivelihoods,  attitude  and  lifestyle.  It  is  an  inherent 
part  of  Hampton  Roads'  history  and  an  inextrica- 
ble and  invaluable  part  of  its  future. 
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SAFE  HARBOR 

"Roads"  is  an  arcane  British  term  for  "safe  har- 
bor," and  thousands  here  literally  dedicate  them- 
selves to  keeping  this  and  other  world  harbors  safe. 
Hampton  Roads  is  home  to  the  largest  naval  instal- 
lation in  the  world,  as  well  as  28  U.S.  military  com- 
mand headquarters,  making  the 
region  second  only  to  the  Pentagon 
in  military  might.  In  1995,  the  mil- 
itary employed  162,000  officers, 
enlisted  personnel  and  civilians, 
and  the  Navy  alone  had  a  direct 
economic  impact  of  $10.6  billion 
on  the  regional  economy. 

WATERWORKS 

Of  equal  significance  is  The  Port 
of  Virginia,  number  one  in  total 
tonnage  on  the  East  Coast.  Just  18 
miles  from  the  open  sea,  it's  the 
world's  largest  natural  harbor,  and 
its  50-foot,  ice -free  channels  make 
it  an  appealing  port  of  call  for  95% 
of  the  major  shipping  lines  from  all 
over  the  world.  The  commercial 
ports  and  related  businesses  create 
over  128,000  jobs. 

According  to  Robert  Bray,  execu- 
tive director  of  the  Virginia  Port 
Authority,  The  Port  of  Virginia  is 
also  known  for  its  total  capabilities, 
such  as  world-class  shipbuilding 
and  ship  repair  facilities,  including 
Newport  News  Shipbuilding,  one 
of  the  largest  employers  in  the 
state.  "It's  a  one-stop  shop,"  he  says, 
"and  that's  a  tremendous  asset  for 
the  steamship  lines  calling  at  the 
Port."  In  1996,  the  Port  had  its  best 
year  ever,  and  reports  from  1997  are 
even  better,  indicating  shipment  of  general  cargo 
in  excess  of  10  million  tons.  The  Port's  unmatched 
resources  include  the  largest  and  fastest  coal- 
transloading  facility  in  the  Northern  Hemisphere. 
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Further  enhanc 
ing  the  trans- 
portation net- 
work, Norfolk  Southern's  and  CSX's 
recent  acquisition  of  Conrail  makes 
Hampton  Roads  the 
core  of  a  vast  north - 
south  rail  system,  aug- 
menting current  ser- 
vice to  the  Midwest. 

The  two  airports 
serving  the  area — 
Norfolk  International 
Airport  and  Newport 
News/Williamsburg 
International  Air- 
port— are  served  by 
major  carriers,  and 
offer  300  daily  flights 
to  major  U.S.  cities, 
including  direct  flights 
to  key  gateways. 
Comprehensive  air  cargo 
services  ship  more  than  70  million 
pounds  through  the  Norfolk  airport 
terminals. 


DOWN  THE  LAZY  RIVER 

Along  the  less  industrious  stretches 
of  waterfront,  lawns  abut  bulkheads, 
and  craft  from  dinghies  to  yachts  are 
the  second  or  third  "car"  of  choice. 


The 

YEA 


annual  Norfolk  Harborfest,  one 
r-round  outdoor  festivals  and  cu 
offerings  in  hampton  roads 

Despite  the  growing  popularity  of  the 
area,  there  is  still  available  waterfront 
land,  from  oceanfront  lots  to  scenic 


OF  THE 
LTURAL 


sites  on  creeks,  inlets  and  rivers. 

It  follows  that  many  of  the  area's 
leisure  activities  revolve  around  the 
water.  Popular  waterfront  restaurants 
spread  picnic  tables  with  butcher  paper 
for  crab-picking,  oyster- 
shucking  enjoyment. 
There  are  world-class 
sailing  and  hydroplane 
races,  deep-sea-fishing 
opportunities  and  a  host 
of  waterfront  festivals, 
from  the  renowned 
Neptune  Festival  and 
Harborfest  celebrations 
to  smaller  events  held 
weekly  during  the  tem- 
perate months. 

But  the  appeal  of  the 
area  goes  beyond  that 
which  is  structured, 
developed  and  planned. 
"We've  kept  a  unique  envi- 
ronment," says  Park  Rouse,  Virginia 
author  and  historian.  "Our  region  still 
has  much  of  its  forest  cover,  meadows 
and  marshes,  many  of  which  have 
been  designated  wildlife  preserves 
and  bird  sanctuaries.  In  other  words, 
we've  kept  our  good  nature."  First 
Landing  State  Park,  False  Cape 
State  Park,  Newport  News  Park  and 
Norfolk's  Botanical  Garden  are  among 
the  many  places  to  appreciate  the  nat- 
ural wonders. 

MUNICIPALITIES  IN 
HAMPTON  ROADS 

Chesapeake 
Gloucester  County 

Hampton 
James  City  County 
Mathews  County 
Newport  News 
Norfolk 
Poquoson 
Portsmouth 
S  uffolk 
Virginia  Beach 
Williamsburg 
York  County 


as  seen  here  and  on 
the  cover,  Virginia  Beach. 
The  state's  largest  city  and 
leading  tourist  destination. 


At  Norfolk 
International, 

Nothing 
Succeeds  Like- 


1 4  airlines,  200 

direct  and  connecQi^^ights  a  aa 
to  hundreds  of  cities  wbrjdwide. 
One  busy  airport.     Not  just 
for  travel.  But  air  cargo,  air  courier, 
package  delivery,  general 
-  anything  we  can  do  to 
the  region's  booming  business  • 
community.     If  you're  considering 
relocating  to  Virginia's  biggest  and  fastest 
■  growing  metropolitan  area,  Norfolk 
International  has  success  written  all  over  it. 


NORFOLK  INTERNATIONAL  AIRPORT 

'  http://www.norlolkairport.com 
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David  E.  Sandlin 

President 


Flight  International 


The  Flight  International  Group, 
Inc.  (Flight)  is  a  publicly  owned 
aviation  services  company 
headquartered  in  Newport  News, 
Virginia.  The  Company,  founded 
in  1976,  provides  commercial 
contract  air  services  to  the  U.S. 
Navy,  a  wide  range  of  U.S.  gov- 
ernment agencies  and  foreign 
governments  under  NATO 
sponsorship. 

Flight  is  recognized  worldwide 
as  the  source  for  electronic 
warfare  training,  target  tow  and 
airborne  test  and  evaluation. 
Other  business  segments  include 
the  Fixed  Base  Operation  and  an 
FAA  Licensed  Repair  Station  (Part 
145),  with  extensive  expertise  in 
aircraft  modifications,  NDT, 
accessory  overhaul,  instrument 
overhaul,  avionics  install,  engine 
and  major  air  frame  maintenance, 
all  located  at  Newport  News/ 
Williamsburg  International  Airport 
in  Newport  News,  Virginia. 

The  operations  of  Flight  are 
geographically  diverse,  with 
operating  elements  located 
throughout  the  United  States  and 
Europe.  A  large  fleet  of  aircraft, 
including  Learjets,  Fairchild  Metros 
and  CASAs,  and  an  experienced 
staff  of  over  150  employees  serve 
clientele  throughout  the  world. 


i'v4  FLIGHT 

>K.  INTERNATIONAL 

1-800-358-4685 

www.fltintl.com 

/port  News/Willtamsburg  Int 
Newport  News,  Virginia  23602 


BLUE  SKIES,  SMOOTH 
SAILING 

Despite  the  fact  that  Hampton  Roads 
is  dominated  by  the  military,  the  area 
weathered  the  rough  seas  of  defense 
downsizing  over  the  past  few  years. 
Robust  industrial  and  business  expan- 
sion has  offset  the  losses,  and  created 
much  more  independence  from  govern- 
ment payrolls.  The  Hampton  Roads 
economy  grew  4.8%  in  the  first  three 
months  of  the  year,  and  experienced 
year-over-year  job  growth  in  four  of 
seven  industrial  sectors.  Virginia's  three 
fastest-growing  cities,  Suffolk,  Virginia 
Beach  and  Chesapeake,  are  here. 
According  to  the  most  recent  report 
released  by  Old  Dominion  University, 
the  economic  picture  continues  to  be 
sunny.  Nonagricultural  civilian  employ- 
ment is  predicted  to  climb  to  675,000. 
Tourism,  a  good  barometer  of  the  local 
economy,  is  up  substantially  from  last 
year,  with  robust  room  sales  far  exceed- 
ing expectations. 

HIGH  TIDE  FOR 
HIGH  TECH 

In  keeping  with  the  spirit  of  the  orig- 
inal settlers,  the  boom  is  attributable  in 
large  measure  to  a  willingness  and  abil- 
ity to  explore  new  worlds.  "Hampton 
Roads  has  more  scientists  and  engineers 
per  capita  than  anywhere  else  in  the 
country,  with  the  exception  of  Silicon 
Valley,"  says  James  F.  Babcock,  presi- 
dent and  CEO  of  First  Virginia  Bank 
of  Tidewater,  and  co-chair  of  Plan 
2007,  the  committee  charged  with 
developing  Hampton  Roads'  blueprint 
for  the  coming  century. 

Cases  in  point:  Gateway  2000,  the 
nation's  largest  direct  marketer  of  per- 
sonal computers,  recently  built  an 
$18  million,  400,000-square-foot  facili- 
ty in  Hampton,  and  is  ahead  of  sched- 
ule in  meeting  its  employment  goal  of 
1 ,000  workers.  Mariah  Vision3  Enter- 
tainment, a  manufacturer  of  real-life 
video  amusement  games,  is  in  the 
process  of  making  a  $1  million  move  to 
bring  its  headquarters  to  Suffolk.  Jerry 
Miraglia,  executive  vice  president, 
explains  why.  "We  have  a  challenge 
finding  people  (programmers,  graphic 
designers  and  engineers)  we  can  hire. 


MICHIAKI  MATS  U  D 
President  and  ceo 
CANON  VIRGINIA,  INC. 

* 

Canon  Virginia,  Inc.,  founded 
in  1985,  was  among  the  first 
of  the  major  multinational  manu- 
facturing facilities  to  locate  in 
Hampton  Roads.  Canon  looked  at 
more  than  100  sites  in  several 
South  Atlantic  states  before  select- 
ing the  Newport  News  location.  The 
Hampton  Roads  area  was  chosen 
for  several  key  reasons:  well- 
developed  ground,  air  and  sea 
transportation  systems,  a  well- 
trained  labor  force,  excellent 
schools  and  universities,  an  estab- 
lished high-technology  business 
community  and  a  superb  quality 
of  life.  In  addition,  this  strategic 
location  along  the  heavily  populated 
East  Coast  corridor  affords  close 
proximity  to  customers  and  poten- 
tial suppliers.  Since  we  opened, 
Canon  Virginia  has  expanded  to 
include  four  Virginia  subsidiaries. 
In  1996  we  generated  more  than 
$700  million  in  sales.  By  any  mea- 
sure, Canon's  decision  to  locate 
here  has  been  a  major  factor  in 
Canon  Virginia's  success.  We  are 
proud  to  call  this  region  home. 


Canon 


CANON  VIRGINIA,  INC. 


Stand  in  one  of  NASA 
massive  wind  tunnels  he 
and  you'll  realize  that 
you're  in  one  powerful 
place.  Virginia's  Hampti 
Roads  is  home  to  the  worl 
largest  natural  seaport, 
NASA,  and  the  world' 
biggest  defense  industri 
base.  We  have  a  vast  po< 
of  skilled  labor,  one  of  t 
highest  concentrations  < 
engineers  and  scientists 
the  country,  and  a  prin 
location  which  puts  you 
company  within  750  mi 
of  two-thirds  of  the  U. 
marketplace. 

To  learn  more  about  tl| 
Norfolk -Virginia  Beac 
Newport  News  MSA 
known  as  Hampton  Roac 
call  Hans  Gant  at 
757-627-2315  or  Bud 
Denton  at  1-800-368-42 
And  put  your  company 
a  position  of  power. 


AMPTON 
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We  won't  have 
that  problem 
here." 

The  influence  of  the  military, 
defense  contractors  and  universities 
has  played  a  major  role  in  the 
region's  development  as  a  high-tech 
center,  contributing  an  abundance  of 
employees  who  are  well-trained  in 
both  basic  and  advanced  technology, 
as  well  as  a  superior  telecommunica- 
tions infrastructure. 

These  are  advantages  you  might 
expect  from  a  major  region.  But  there 
are  also  resources  here  that  you  won't 
find  anywhere  else  in  the  world, 
including  several  renowned  national 
research  centers.  Foremost  among 
these  is  the  $600  million  Thomas 
Jefferson  National  Accelerator  Facility. 
Operated  by  a  consortium  of  41  uni- 
versities, it  is  the  premier  physics 
research  laboratory  in  the  nation.  The 
U.S.  Atlantic  Command  Joint 
Training  Analysis  and 
Simulation  Center  is 
another  one-of-a-kind 
by-product  of  the  area's 
strengths.  Within  this 
320,000-square-foot 
state-of-the-art  com- 
plex, 590  military  and 
civilian  employees  use 
models,  computers  and 
simulators  to  coordinate 
joint  military  exercises 
and  test  war  fighting 
scenarios.  Similarly, 
the  Virginia  Modeling 
Analysis  and  Simula- 
tion Center  (VMASC), 
led  by  Old  Dominion 
University,  is  adapting 
this  modeling  and  simu- 
lation technology — 
"technology  transfer" — 
for  private  industry. 
VMASC  is  projected  to 
have  a  $180  million 
impact  on  the  region  over  the 
next  five  years. 

The  NASA-Langley  Research 
Center  was  closely  involved  in  the 
development  of  the  Mars  exploration 
vehicle,  Pathfinder.  But  they  also  work 
on  projects  that  hit  closer  to  home, 


"Hampton  Roads  has 
more  scientists  and 
engineers  per  capita 
than  anywhere  else 
in  the  country,  with 
the  exception  of 
Silicon  Valley," 
James  F.  Babcock, 
President  and  CEO, 
First  Virginia  Bank 
of  Tidewater,  and 
Co-chair  of  Plan  2007 


Innovative  R&D  shapes  the  future  of 
Hampton  Roads  at  companies  like  Mitsubishi 
Chemical  of  America  in  Chesapeake. 

like  a  $500  million  public-private  ven- 
ture dedicated  to  making  commercial 
flight  safer.  "What  is  most  pleasing  is 
the  all-out  effort  to  globally  commer- 
cialize the  advanced  technology  that 
takes  place  here,"  says  Hampton  Mayor 
James  Eason. 


ROBERT  S.  TAUBMAN 
President  and  CEO 
TAUBMAN  CENTERS,  INC. 


World-class  fashion,  film  and  fun 
come  to  Hampton  Roads  when 
MacArthur  Center,  a  property  of 
Taubman  Centers,  Inc.,  opens  in 
March  of  1999.  Nordstrom  and 
Dillard's  will  anchor  this  urban  mar- 
ketplace of  over  1.1  million  square 
feet  that  contains  more  than  150 
stores,  restaurants  and  entertain- 
ment venues.  Norfolk,  with  Mac- 
Arthur  Center  at  its  heart,  is  the 
geographical  center  of  the  region. 

MacArthur  Center  is  located  directly 
across  from  the  MacArthur  Memo- 
rial, which  celebrates  the  accom- 
plishments of  the  legendary  five-star 
General  Douglas  MacArthur.  As  a 
vital  part  of  Norfolk's  downtown 
business  district,  MacArthur  Center 
is  projected  to  be  a  major  destina- 
tion for  Hampton  Roads  shoppers, 
visitors,  tourists  and  workers.  Direct 
interstate  access  will  make  traveling 
to  MacArthur  Center  convenient  for 
the  entire  region. 

Taubman  shopping  centers, 
serving  major  markets  from  coast  to 
coast,  comprise  the  most  produc- 
tive retail  portfolio  in  the  nation. 
For  more  information  call 
(248)  258-6800  or  visit  us  at 
www.taubman.com. 


*r  Taubman 
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CITY  OF  CHESAPEAKE 

* 

Chesapeake,  a  dynamic  city  of 
over  190,000  citizens  located  in 
the  heart  of  America's  first  port, 
Hampton  Roads,  Virginia.  As  one  of 
the  country's  premier  communities, 
Chesapeake  offers  businesses  the 
amenities  they  expect: 

•  Outstanding  office  and  manu- 
facturing sites,  including  nearly 
1,000  acres  of  land  within  a 
Foreign  Trade  Zone; 

•  Easy  access  to  the  Port  of 
Hampton  Roads,  among  the 
top  five  ports  in  the  country; 

•  Outstanding  transportation 
infrastructure; 

•  One  of  the  safest  cities  in 
the  U.S.; 

•  A  growing  international  busi- 
ness community,  representing 
over  15  countries; 

•  A  well-educated  population; 

•  A  stable,  well-managed  city 
committed  to  business  growth. 

Chesapeake's  innovative  corporate 
citizens  are  leaders  in  their  fields. 
From  industrial  gears  to  synthetic 
paper,  insurance  claims  to  electronic 
technical  support  and  spacecraft 
design  to  maritime  construction,  the 
City's  economy  is  setting  the  pace. 
Come  see  for  yourself  what  so  many 
others  have  discovered. 

Contact  Donald  Z.  Goldberg,  Director, 
Chesapeake  Economic  Development 
1-888-2CHES-VA 
call_us@econdev.city.chesapeake.va.us 

Chesapeake 

^""w^l  VIRGINIA 

Whnr  Business  Comes  To  Li/c. 


HAMPTON 
R0ADS2J 


Consequently, 
the  area  is  attract- 
ing some  of  the 
most  technologically  advanced  compa- 
nies in  the  nation.  Siemens  Auto- 
motive in  Newport  News  recently  won 
Industry  Week's  "Best  Plant  Award"  for 
its  high-tech,  world-class  manufactur- 
ing capability. 

LIGHTING  A  BEACON 

Hampton  Roads  has  developed  for- 
eign trade  zones,  enterprise  zones,  tech- 
nology zones,  small  business  assistance 
packaging  and  low- interest  loans.  And 
these  incentives  are  underscored  with 


are  dedicated  to  promoting  the  region; 
and  some  have  gained  national  atten- 
tion— The  Virginia  Peninsula  Econ- 
omic Development  Council  has  been 
recognized  as  one  of  the  top  20  eco- 
nomic development  organizations 
in  North  America  three  of  the  last 
ten  years. 

SWIMMING  IN  SCHOOLS 

Hampton  Roads  is  home  to  world- 
renowned  medical  and  research  insti- 
tutions and  1 1  colleges  and  universi- 
ties, including  engineering,  medical 
and  law  schools.  Public  school  systems 
and  numerous  private  schools  offer 


Norfolk  and  Hampton  Roads  offer  an  attractive  blend 
of  business  and  pleasure. 


workforce  training,  job  and  investment 
tax  credits  and  Virginia's  bullish,  pro- 
business  attitude.  The  Commonwealth 
has  among  the  lowest  taxes  in  the 
nation,  and  Governor  Allen  is  an 
enthusiastic  proponent  of  "reasonable 
regulatory  policies."  Virginia  is  a  right- 
to-work  state  in  which  manufacturers 
pay  the  lowest  average  workers'  com- 
pensation rate  in  the  country. 

"Our  objective  is  simple:  We  want 
businesses  and  industries  to  locate, 
relocate  and  expand  to  Hampton 
Roads,"  says  Hans  Gant,  president 
of  the  Hampton  Roads  Economic 
Development  Alliance,  an  organization 
that  has  recruited  more  than  100  cor- 
porations to  the  area  over  the  past 
ten  years.  At  least  1 7  organizations 


everything  from  vocational  training  to 
the  Governor's  School  for  the  Arts. 
Some  institutions,  unique  to  Hampton 
Roads,  are  a  logical  fit,  like  the 
International  Maritime  and  Ports 
Logistics  Institute,  the  National 
Oceanic  and  Atmospheric  Admin- 
istration and  the  Virginia  Institute 
of  Marine  Sciences. 

Whatever  the  institution,  a  strong 
pro-business  attitude  prevails.  Tide- 
water Community  College  and 
Thomas  Nelson  Community  College, 
for  example,  offer  continuing  educa- 
tion offices  to  meet  the  special  needs 
of  area  businesses  and  industries  by 
providing  management  and  employee 
training  programs.  The  Peninsula's 
Advanced  Technology  Center,  and 
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"Our  objective  is  simple: 

We  want  businesses 
and  industries  to  locate, 
relocate  and  expand 
to  Hampton  Roads." 
Hans  Qantf  President 
of  the  Hampton  Roads 


Old  Dominion  University's  Entrepre- 
neurial and  Technology  Applications 
centers,  also  help  spawn,  attract  and 
retain  businesses.  Virtually  all  of  the 
higher  education  institutions,  includ- 
ing the  College  of  William  and  Mary, 
provide  strong  curriculums  in  business 
administration,  engineering,  tech- 
nology transfer  and  other  areas  criti- 
cal to  workforce  training.  Hampton 
University  has  developed  a  for-profit 
shopping  center  and  apartment  com- 
plex that  generates  over  $1  million  a 
year,  proceeds  from  which  are  used 
for  scholarships. 


Founded  only  22  years  ago, 

TJirqinia  Opera 


Economic  Development 
Alliance 


DOCS  OF  THE  BAY 

Sixteen  not-for-profit  general  hospi- 
tals and  three  specialty  hospitals  serve 
the  region,  including  one  regional 

referral  site  for  more 
than  40  specialties. 
MAJOR  NEW  CORPORATE  Sentara  Health 

ANNOUNCEMENTS  System,  one  of  the 

AND  EXPANSIONS  top  i0  private 

employers  in  the 
region,  is  a  recog- 
nized leader  in  cut- 
ting corporate  health 
care  costs.  The 
Eastern  Virginia 
Medical  School  has 
fostered  several 
nationally  and  inter- 
nationally recog- 
nized specialty  pro- 
grams and  research 
institutes. 

NAVIGATING 
BY  THE  STARS 

"The  area's  cultural 
core  enriches  the 
lifestyle  of  our  talent- 
ed employees,"  says 
David  R.  Goode, 
CEO  of  Norfolk 
Southern  Corpora- 
tion. "It  abounds 
with  educational 
opportunity  .  .  .  it's 
pleasant  and  friendly 
...  a  great  headquar- 
ters location  for  us." 

Hampton  Roads  is 
home  to  the  Virginia 


Allied  Colloids 
AVIS  Rent-A-Car 
Anheuser-Busch 
Bell  Atlantic 
B  a  rdm- Lapp  re 
Canon  Virginia,  Inc. 
Chubb  Group  of  Insurance  Companies 
Howmet 
Ford  Motor  Company 
Gateway  ZOC-C- 
Incsersoll-Dresser  Pump 
Lillian  Vernon 
Lin  dab 

MCI 

Mitsubishi  Chemical  of  America 
muhlbauer 
The  New  York  Times 
Panasonic 
Stihl,  Inc. 
Sumitomo  Machinery  Corp. 
Twinpak 
U.S.  Coast  Guard 
TWA 

Uji-Yuka  Synthetic  Paper 


is  today  the  fifteenth 
largest  opera  company 
in  the  United  States. 


Virginia  Operas 
General  cJ  Artutic  Director 
Peter  ZVI  a  r  k 

The  opera  performs  in 
Norfolk,  Richmond  and  Fairfax, 
and  has  focused  national  and 
international  attention  on  Virginia 
as  an  important  opera  center 
through  the  quality  of  its  work, 
the  ingenuity  and  variety  of  its 
Educational  Programs,  and 
its  history  of  identifying  and 
presenting  the  finest  young 
American  singers.  The  company 
regularly  reaches  more  than 
200,000  children  through  its 
statewide  education  touring 
programs.  Virginia  Opera  also 
operates  Virginia  Scenic,  an 
internationally  renowned  set 
construction  and  set  rental 
subsidiary.  Virginia  Opera 
performs  at  the  Edythe  C.  and 
Stanley  L.  Harrison  Opera 
House,  its  Norfolk  home,  at 
the  Carpenter  Center  for  the 
Performing  Arts  in  Richmond 
and  at  the  Center  for  the  Arts 
at  George  Mason  University 
in  Fairfax. 


IN  I  A 


K-GEWitU  DIRECTOR 


160  E.Virginia  Beach  Blvd.,  Norfolk,  VA23SIO 
300  W.  Franklin  St.,  Suite  I0I-E,  Richmond,  VA  23220 
9840  Main  Street,  Fairfax,  VA  22031 


National  Customer  Service  Center:  I-800-NFLK-S0U  (6J5-5768).  Annual  report  requests:  1-800-531-6757.  Web  site:  www.nscorp.com 


Almost  everyone  can  see  what  makes 
a  wheel  work:  a  certain  roundness  is  called 
for.  But  it  took  the  mechanical  engineers  at 


Norfolk  Southern  to  ask  what  could  make  a  wheel  work 
better.  They  were  instrumental  in  developing  a  new 
design  for  wheels  that,  while  retaining  the  time-tested 
round  shape,  adds  a  few  new  features.  Specifically, 
the  wheels  now  have  stronger  bearings  that  can  handle 
heavier  loads.  And  they  resist  fatigue  better  than  earlier 
designs.  The  result:  improved  efficiency  and  dependability. 
There  is  no  doubt  that  whoever  invented  the  wheel 
came  up  with  a  lasting  contribution  to  civilization. 
But  as  far  as  Norfolk  Southern  is  concerned,  even 
something  that's  been  working  well  for  thousands 
of  years  can  still  be  improved. 
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The  Thoroughbred  of  Transportation, 
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DAVID  R.  GDODE 
CEO 

NORFOLK  SOUTHERN 
CORPORATION 

* 

Norfolk  Southern  Corporation  is  a 
Virginia-based  holding  company 
that  owns  all  the  common  stock 
of  and  controls  a  major  freight  rail- 
road, Norfolk  Southern  Railway 
Company;  a  motor  carrier,  North 
American  Van  Lines,  Inc.;  and 
a  natural  resources  company, 
Pocahontas  Land  Corporation. 
The  railroad  system's  lines  extend 
over  approximately  14,300  miles  of 
road  in  20  states,  primarily  in  the 
Southeast  and  Midwest,  and  the 
Province  of  Ontario,  Canada.  North 
American  provides  household  mov- 
ing and  specialized  freight  handling 
services  in  the  U.S.  and  Canada, 
and  offers  certain  motor  carrier 
services  worldwide.  Pocahontas 
Land  manages  more  than  900,000 
acres  of  coal,  natural  gas  and  tim- 
ber resources  in  Alabama,  Illinois, 
Kentucky,  Tennessee,  Virginia  and 
West  Virginia. 


NORFOLK 
SOUTHERN 


HAMPTON 

km 


Symphony  and  the 
Virginia  Stage 
Company,  in  addi- 
tion to  literally  hundreds  of  other  per- 
forming arts  and  cultural  groups.  The 
Chrysler  Museum  of  Art,  one  of  the 
top  20  in  the  nation,  features  more 
than  30,000  works  in  its  permanent 
collection,  and  has  a  viable  cooperative 
program  with  other  world-class  institu- 
tions, which  recently  made  possible  the 
loan  of  several  Rembrandts  from  the 
National  Gallery  in  Washington,  D.C. 

The  Virginia  Opera  is  one  of  the 
largest  opera  companies  in  the  country, 
has  performed  in  more  than  50  coun- 
tries and  on  the  BBC,  and  is  frequently 
and  favorably  reviewed  by  such  venera- 
ble media  as  The  Washington  Post  and 
the  NBC  Nightly  News.  Much  of  its 
success — both  critical  and  financial — 
can  be  attributed  to  the  fact  that  it  is 
"truly  a  Hampton  Roads  arts  organiza- 
tion," according  to  General  Manager 
Russell  Allen.  "We  raise  more  than 
$400,000  each  year  from  individual 
contributions  alone." 

ALL  THERE  IS  TO  SEA 

Many  Hampton  Roads  attractions 
reflect  the  sea  and  have  maritime 
themes.  The  Virginia  Marine  Science 
Museum,  having  recently  completed 
a  $3 1  million  expansion,  is  now  one 
of  the  top  10  aquariums  and  marine 
science  centers  in  the  nation.  Nauticus, 
the  National  Maritime  Center,  is  locat- 
ed right  on  Norfolk's  waterfront,  and 
was  one  of  the  first  museums  in  the 
nation  to  display  artifacts  recovered 
from  the  Titanic  in  an  innovative  "wet" 
display.  The  Mariner's  Museum  in 
Newport  News  has  preserved  3,000 
years  of  maritime  history  through  its 
renowned  collection  of  artifacts. 
Colonial  Williamsburg,  Jamestown 
Festival  Park  and  the  Yorktown  battle- 
fields authentically  recreate  the  glorious 
triumphs  of  our  nation's  beginning  and 
the  everyday  life  of  the  Colonists. 
Those  seeking  more  modern  amuse- 
ments can  enjoy  Busch  Gardens,  Water 
Country  USA,  Virginia  Zoological 
Park,  The  Children's  Museum  of 
Virginia  and  the  Virginia  Air  and  Space 
Center,  among  many  other  diversions. 


DAVID  L.  BERND 

CEO 

SENTARA  HEALTH  SYSTEM 


Sentara  Health  System  is  a  re- 
gional, not-for-profit  health  care 
organization  committed  to  improv- 
ing the  health  of  our  communities 
through  an  integrated  network  of 
health  care  services  and  coverage 
plans.  Sentara  consistently  ranks 
at  the  top  in  quality,  efficiency  and 
community  support  by  professional 
review  organizations,  and  we  are 
nationally  recognized  as  a  leader 
in  reengineering,  process  improve- 
ment and  health  system  integration 
strategies.  Sentara's  mission  is 
to  promote  the  maintenance  of 
health  and  the  management  of  ill- 
ness and  disease. 

Sentara  operates  more  than  50  care- 
giving  sites,  including  hospitals, 
an  outpatient  health  care  campus, 
nursing  and  assisted  living  centers, 
primary  care  sites,  home  health  and 
hospice  services,  ground  and  air 
medical  transport  services,  mobile 
diagnostic  vans  and  a  fitness  facility. 

A  full  range  of  health  coverage 
plans,  including  HMOs,  PPOs, 
Medicaid  and  Medicare  HMOs,  and 
a  statewide  mental  health  manage- 
ment program,  are  offered  through 
Sentara  Health  Insurance  Company 
and  Optima  Health  Plan. 


^  SENTARA. 
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LAND,  HO! 

When  the  settlers  began  mapping 
the  new  world,  it  appeared  infinite  in 
its  resources,  with  available  land  top- 
ping the  list.  Today  Hampton  Roads 
still  carries  that  strength,  with  over 
10,000  total  acres  of  developable  indus- 
trial and  commercial  sites,  including 
deep-water  sites  and  expansive  rural 
tracts.  Among  the  largest  ones  current- 
ly being  developed  is  Suffolk  Industrial 
Park.  River  Pointe  Corporate  Center 
and  PortCentre  Commerce  Park  are 


JTASC,  A  NEW  MILITARY  COMPUTER 
MODELING  AND   SIMULATION  CENTER 

j  Suffolk  employing  6DD  people, 

SHOULD   SPIN  OFF  MANY  PRIVATE- 
SECTOR  APPLICATIONS. 

typical  offerings,  with  flex  space  that 
(  can  be  adapted  to  virtually  any  need. 
;  Others  include  Corporate  Landing, 
Lake  Wright  Executive  Center  and 
Battlefield  Corporate  Center.  Peninsula 
parks  include  Oakland  Industrial  Park, 
:  York  River  Commerce  Park,  Stone- 
house  Commerce  Park  and  Hampton 
Roads  Center.  Among  developed  loca- 
tions, there  are  more  than  60  million 
square  feet  of  existing  leasable  commer- 
cial and  industrial  space. 

J  INTERNATIONAL  WATERS 

The  pioneering  spirit  here  has  also 
led  to  Hampton  Roads'  evolution  as  an 
international  community.  The  military, 
which  brings  together  citizens  from 
across  the  globe,  is  certainly  part  of  it. 
And  it  stands  to  reason  that  the 
Atlantic  headquarters  for  NATO  is  at 
the  home  of  the  U.S.  Atlantic 
Command  and  five  other  military  com- 
mands. Twelve  of  Virginia's  14  con- 
sulate offices  are  here,  and  The  Port  of 
Virginia  connects  this  region  to  250 
ports  in  over  100  overseas  locations. 

The  private  sector  has  discovered 
Hampton  Roads  as  well,  which  is  now 
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THE  ARC  BUILDING  at  JEFFERSON  LAB 
Newport  News,  VA 


NASA,  Hampton,  VA 
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WE  ALSO  SHARE... 
a  Productive,  Available  Workforce,  a  Multi-mode 
Transportation  System,  Moderate  Costs,  Business 
Friendly  Governments,  Good  Schools  and 
Superior  Quality  of  Life 

THINK  THIS  IS  A  GOOD  COMBINATION? 
So  do  MCI,  Gateway  2000,  Canon,  Siemens, 
Howmet  and  more. 

•  TALK  TO  US  ABOUT  ADDING  VALUE  TO  YOUR  • 
 BOTTOM  LINE  


DEPARTMENT  OF 

DEVELOPMENT 

City  of  Hampton 

George  E.  Wallace 

(800)  555-3930 

Fax  •  (757)  727-6895 

Email  •  business@city.hampton.va.us 


DEPARTMENT  OF 
PLANNING  &  DEVELOPMENT 
Gty  of  Newport  News 
Paul  E  Miller 

(800)  274-8348  [  ASYTE4U] 
Fax  (757)  926-3504 
Email  •  nneda@asite4u.org 
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Not  when  it  comes  to  success,  as 
The  Port  of  Virginia  is  finding  out. 
But  even  success  breeds  chal- 
lenges, which  the  Port  is  meeting 
head-on  with  the  help  of  its  inno- 
vative 2010  Plan. 

The  fastest-growing  port  in  the 
U.S.,  The  Port  of  Virginia  is  blessed 
with  an  ideal  location.  Only  18 
unobstructed  miles  from  the  sea, 
its  harbor  is  ice-free  all  year  and 
boasts  the  deepest  water  of  any 
commercially  developed  port  on  the 
Atlantic.  Furthermore,  its  unsur- 
passed access  to  intermodal  trans- 
portation and  its  partnership  of 
labor  and  management  serves  as  a 
model  for  ports  worldwide. 

Together,  these  advantages  have 
made  Hampton  Roads  the  busiest 
port  on  the  East  Coast  in  terms  of 
total  tonnage  and  second  only  to 
New  York  in  terms  of  general  cargo. 
General  cargo  traffic  has  risen  over 
300%  during  the  past  decade  to 
more  than  nine  million  tons  in 
1996,  with  no  signs  of  abatement 
in  sight.  In  fact,  conservative  esti- 
mates project  that  tonnage  will 
nearly  double  to  almost  16  million 
tons  by  2010. 

The  impact  of  this  spectacular 
growth  reaches  far  beyond  the 
Hampton  Roads  region  to  affect 
the  business  climate  and  economy 
of  the  entire  state.  From  myriad 
employment  opportunities,  to  the 
firms  attracted  to  the  state  because 
of  the  port,  to  the  many  companies 
that  have  increased  overseas  sales 
and  profits  by  taking  advantage  of  it, 
The  Port  of  Virginia  is  key  to  the 
state's  continued  prosperity.  A  study 
released  in  April  of  this  year  revealed 
that,  over  the  long  term,  the  Port 
supports  129,000  jobs,  which  gen- 
erate over  $3.5  billion  in  payroll  and 
over  $500  million  in  tax  revenues. 

The  2010  Plan:  A  20/20 
Vision  of  the  Future 

The  Virginia  Port  Authority  (VPA) 
has  long  been  aware  that  careful 
management  is  required  to  meet 
the  growing  demand  for  the  Port's 
services.  In  1995,  the  VPA  com- 


RISING 


TIDE  IN 
HAMPTON 
RORDS 


Can  there  be 


too  much  of  a 


good  thing? 

missioned  a  team  of  maritime 
experts  to  review  all  aspects  of  port 
marketing,  operations  and  facili- 
ties. The  result  of  the  study  was  the 
ambitious  2010  Plan:  the  master 
document  that  will  lead  The  Port  of 
Virginia — and  the  thousands  of 
businesses  that  rely  on  it — into  the 
next  century. 

The  2010  Plan  is  based  on  a 
powerful  platform:  To  maintain  and 
extend  its  leadership  role  among 
American  ports,  The  Port  of  Virginia 
must  react  quickly  to  market  condi- 
tions, and  offer  its  customers  high- 
quality  modern  facilities,  respon- 
sive service  and  efficient  opera- 
tions. To  do  this,  the  Plan  specifies 
steps  that  will  expand  and  reconfig- 
ure each  facility  in  order  to  maxi- 


mize efficiency.  Even  more  crucial 
is  the  development  of  300  addi- 
tional acres  of  land  that  will  double 
the  operational  capacity  of  Norfolk 
International  Terminals. 

Of  course,  it's  one  thing  to  create 
a  plan,  and  another  to  put  it  into 
practice.  That's  where  The  Port  of 
Virginia  has  once  again  demonstrat- 
ed its  commitment  to  Hampton 
Roads  and  to  customers:  It  will  be 
investing  $400  million  to  ensure 
that  all  aspects  of  the  2010  Plan 
are  fulfilled.  Two  years  into  the 
massive  undertaking,  the  work 
mandated  by  the  Plan  is  proceed- 
ing well  ahead  of  schedule. 

Hampton  Roads  Maritime 
Association 

The  Hampton  Roads  Maritime 
Association  (HRMA)  is  a  vital  and 
key  player  in  the  Port's  success 
and  its  future.  Since  its  establish- 
ment in  1920,  HRMA  has  actively 
promoted  development  in  Hampton 
Roads.  The  Association,  one  of 
the  oldest  in  the  nation,  plays  an 
increasingly  essential  role  in 
Virginia's  evolution  as  a  world-class 
leader  in  the  port  industry — and  in 
the  success  of  the  many  companies 
throughout  the  state  and  the  nation 
whose  business  relies  on  the  Port's 
operations. 

Through  the  significant  participa- 
tion of  its  650-plus  members — 
representing  virtually  every  industry 
in  Hampton  Roads— HRMA  has 
effectively  incorporated  a  policy  of 
cooperation  under  which  the  Port 
has  flourished.  HRMA  is  actively 
involved  in  federal  and  state  legis- 
lation protecting  the  interests  of 
the  industry. 

As  the  link  that  joins  port  termi- 
nals, rail,  shipbuilding  and  ship 
repair,  as  well  as  warehousing, 
trucking,  tug  operation  and  all 
other  components  of  the  port  in  one 
unified  organization,  HRMA  pro- 
vides a  valuable  resource  to  the 
shipping  world.  For  more  informa- 
tion on  the  many  services  offered  in 
Hampton  Roads,  contact  HRMA  at 
(757)  622-2639. 


We're  investing  over  $400  million 
in  the  most  desirable  waterfront 
property  in  America. 


With  a  consistent  annual  increase  in 
cargo  volume,  The  Port  of  Virginia  is 
indeed  one  of  the  most  desirable  water- 
fronts in  the  U.S.  To  demonstrate  the 
depth  of  our  commitment  to  customers, 
The  Port  has  adopted  a  long-term  devel- 
opment strategy,  the  2010  Plan. 

This  project  will  increase  our  size 


and  cargo-handling  capability  and 
will  add  to  our  extensive,  on-terminal, 
intermodal  rail  yards.  An  additional 
300  acres  of  undeveloped  property 
will  double  the  operational  capacity 
of  Norfolk  International  Terminals. 

With  over  $400  million  pledged 
to  carry  out  this  expansion,  it's  an 


investment  that  will  pay  huge  dividends. 
Especially  to  all  the  shippers  who  have 
already  made  The  Port  of  Virginia  the 
second  largest  general  cargo  destination 
on  the  entire  U.S.  East  Coast. 

The  Port  Of  Virginia 

ONE  STOP.  AMERICA  AND  THE  WORLD. 
Virginia  Port  Authority  •  600  World  Trade  Center 
.   Norfolk.  VA  23510  •  USA  •  Phone  757-683-8000 
^BSlZS/r     FAX  757-683-8500  •  Toll  Free  800-416-8098 


Newport  News  Marine  Terminal  •  Norfolk  International  Terminals  •  Portsmouth  Marine  Terminal  •  Virginia  Inland  Port 
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When  you're  looking 
for  the  best  place  to  expand 
or  relocate  your  business, 
Portsmouth,  Virginia  -  one 
of  the  Mid- Atlantic's  largest 

port  cities  -  is  more 
competitive  when  it  comes 
to  lifestyle,  cultural  and 
educational  offerings. 
Right  now,  there  are  prime 

undeveloped  properties 
with  deep-water  access,  and 
developed  properties  still 

available.  For  more 
information,  please  call 
Matthew  James  at 
1-800-848-5690 
porteco@ci.portsmouth.va.us 


AMP 


NAN  S£  MONO  16<6 


For  industries  from 
high-tech  simulation  and 
modeling  (JTASC  &VMASC) 
to  sophisticated  distribution 
(QVC),  Suffolk  is  building 
an  infrastructure  for  the 
future.  We  can  offer  more 
than  7,000  acres  for  business 
and  industry  with  interstate 
and  rail  access,  enterprise 
zones  and  foreign  trade 
zones.  For  more  information, 
visit  us  on  the  Internet  or  call 
Tom  O'Grady  at 
1-800-541-5100 
www.suffolk.va.us 
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home  to  more  than 
125  foreign  opera- 
tions— some  head- 
quartered here.  One  of  the  largest  is 
Canon  Virginia,  with  its  838,000-square- 
foot  facility  and  recent  expansion  into 
Gloucester.  The  North  American  head- 
quarters of  Sumitomo  Machinery 
Corporation  of  America,  which  is  in  the 
midst  of  a  major  expansion,  is  also  here, 
and,  following  that  lead,  Oji-Yuka 

n 


Colonial.  Williamsburg  is  one  of 
the  major  tourist  attractions 
in  Hampton  Roads. 

Synthetic  Paper  company  is  building  a 
$100  million  plant  in  Chesapeake. 
Institutions  to  serve  these  new  popula- 
tions, like  the  Japanese  Saturday  School 
in  Newport  News,  are  indicative  of  the 
welcoming  environment. 

FULL  SPEED  AHEAD 

"Competing  with  ourselves  is  chasing 
a  shadow,  not  a  vision,"  Norfolk  Mayor 
Paul  Fraim  recently  commented.  And  it 
looks  like  quite  a  few  folks  are  taking 
that  to  heart.  "Hampton  Roads  commu- 
nities have  worked  harder  on  regional 
cooperation  in  the  past  1 2  months  than 
in  the  past  century,"  he  added. 

When  all  14  local  communities  lob- 
bied hard  for  maintaining  existing  mili- 
tary operations,  Hampton  Roads  came 
through  three  years  of  base  realignment 
and  closures  relatively  unscathed — 
even  netting  last  year's  largest  single 
gain  of  any  military  installation  with 
the  Navy's  decision  to  move  most  of  its 
jet  fighter  operations  to  the  East  Coast's 
master  jet  base  in  Virginia  Beach, 


WILLIAM  R.  HARVEY 
PRESIDENT 
HAMPTON  UNIVERSITY 

* 

Situated  on  the  banks  of  the 
Hampton  River,  Hampton  University, 
a  129-year-old  private,  coeducation- 
al institution,  is  one  of  the  country's 
most  beautiful  campuses.  It  has 
also  earned  national  recognition  for 
academic  excellence.  In  1994,  it 
ranked  14th  among  America's  Best 
Colleges  in  the  South  in  U.S.  News 
&  World  Report.  This  year,  the 
Journal  of  Blacks  in  Higher  Educa- 
tion cited  Hampton  as  having  the 
highest  graduation  rate  of  any  his- 
torically black  college  or  university. 

Hampton  University  offers  the  bac- 
calaureate degree  in  47  areas,  the 
master's  degree  in  18,  the  Doctor  of 
Pharmacy  (Pharm.D.)  and  the  Ph.D. 
in  Physics.  For  its  5,700  students, 
the  institution  provides  numerous 
opportunities  to  study  abroad — in 
England,  Madrid,  Germany,  Finland, 
Italy,  Africa  and  Japan. 

William  R.  Harvey  has  served  as 
president  for  19  years.  During  that 
time,  the  University's  endowment 
has  increased  from  $29  million  to 
$125  million.  This  fall,  Hampton 
will  launch  a  $200  million  capital 
campaign,  a  financial  goal  unparal- 
leled among  predominately  black 
institutions. 

HAMPTON 

UNIVERSITY 
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e  Edythe  C.  and  Stanley  L.  Harrison  opera  House, 
Ndrfolk — Home  of  the  Virginia  Opera 

adding  5,330  new  personnel  by  1999. 

The  Virginia  Port  Authority  and  the 
United  States  Navy,  with  the  cities, 
Norfolk  Southern  and  the  Virginia 
Department  of  Transportation,  are  col- 
laborating on  the  Virginia  Intermodal 
Partnership  Project — a  public-private 
partnership  to  develop  a  state-of-the- 
art  intermodal  transportation  center 
in  Hampton  Roads.  This  cooperative 
effort  will  address  the  growth  needs  of 

"Hampton  Roads 
communities  have 
worked  harder  on 
regional  cooperation  in 
the  past  12  months  than 
in  the  past  century/* 
Paul  Fraim,  Mayor, 
City  of  Norfolk 

the  seaport,  land  distribution  and  air 
transportation  infrastructure  for  the 
21st  century. 

Norfolk  sponsors  a  Virginia  Water- 
front tourism  campaign  that  touts  the 
benefits  of  all  the  Hampton  Roads 
cities.  With  an  initial  investment  of 
$3  million  in  1995,  the  campaign  gen- 
erated 118,000  inquiries  and  4,300 
visits  with  an  impact  of  $35  million. 
One  of  many  highly  successful  spin- 
offs was  this  year's  Virginia  Waterfront 
International  Arts  Festival,  which 
featured  64  performances  over  18 
days  and  was  a  tremendous  boon  to 
regional  businesses. 


SAILING 
TO  2000 

What  lies 
beyond  the 
known  world? 
Our  brave  ances- 
tors struggled 
with  and  feared 
that  question, 
though  today's 
plans  for  the 
future  of 

Hampton  Roads  are  not  so  mysterious, 
and  decidedly  positive. 

By  the  year  2000,  the  population 
of  Hampton  Roads  is  projected  to  be 
1,642,423.  And  the  area  has  ambi- 
tious plans  to  meet  the  challenge, 
developed  and  managed  by  the 
public-private  Hampton  Roads  Part- 
nership and  marketing  organizations 
like  the  Virginia  Peninsula  Economic 
Development  Council  and  the 
Hampton  Roads  Economic  Develop- 
ment Alliance.  The  Virginia  Port's 
Plan  2010,  which  calls  for  $400  mil- 
lion in  expansion  and  development, 
will  double  the  size  of  the  port  and 
create  an  extensive  on-terminal  inter- 
modal rail  yard.  The  more  compre- 
hensive Hampton  Roads  Plan  2007 
outlines  the  vision  for  future  develop- 
ment in  education,  infrastructure, 
quality  of  life,  government  and  pri- 
vate sector  leadership.  "We  remain 
confident  that  the  framework  provid- 
ed by  our  ongoing  regional  effort 
will  lead  us  to  continued  success  in 
attracting  quality  corporate  invest- 
ment," says  J. A.  Denton  III,  president 
and  CEO  of  the  Virginia  Peninsula 
Economic  Development  Council. 

But  whatever  the  future  may  bring, 
Hampton  Roads  has  proven  over  the 
centuries  not  only  to  be  seaworthy,  but 
"yar" — quick  to  the  helm,  easily  han- 
dled and  maneuvered,  and  ready  to 
capitalize  on  the  winds  of  fortune  as 
she  sails  into  the  next  century. 

Maggie  Brydges  is  a  writer  who  lives  in 
Portsmouth,  Virginia. 

All  photos  courtesy  of  the  Hampton 
Roads  Economic  Development  Alliance, 
Virginia  Peninsula  Economic  Development 
Council,  the  cities  and  their  agencies. 


MEYERA  OBERNDDRF 
MAYOR  and  ced 
VIRGINIA  BEACH 

The  city  known  for  its  terrific 
beaches,  climate  and  lifestyle 
attracts  businesses  as  well  as 
tourists.  In  fact,  Virginia  Beach  has 
realized  more  new  capital  invest- 
ment in  the  last  18  months  than  in 
the  previous  five  years  combined. 

Avis  and  Al-Anon  were  two  recent 
arrivals.  Lillian  Vernon  Corporation 
and  Stihl  incorporated,  two  long- 
time residents,  were  two  of  many 
companies  to  expand. 

And  the  city,  already  Virginia's 
largest,  just  unveiled  three  exciting 
and  highly  anticipated  attractions — a 
dazzling  20,000-seat  amphitheater, 
a  $35  million  expansion  to  the 
Virginia  Marine  Science  Museum  and 
a  $43  million  boardwalk  beautifica- 
tion.  Under  construction  are  a  TPC 
golf  course  and  a  multi-use  stadium. 

All  this  growth  and  energy,  our 
central  location  and  large  base  of 
skilled,  affordable  labor  haven't  gone 
unnoticed.  Outlook  Magazine,  pub- 
lished by  the  World  Economic  Devel- 
opment Alliance,  recently  named 
Virginia  Beach  one  of  the  top  25 
cities  in  the  nation  in  which  to 
do  business. 

For  more  information  on  moving  or 
expanding  your  business  here,  call 
1-800-989-4567. 

A^rgtnia  Beach 


WHAT  WOULD  IT  TAKE  TO  BRING  YOUR 
COMPANY  TO  VIRGINIA? 

Virginias  location  and  well- 
developed  transportation 
network  can  give  you  an 
immeasurable  advantage 
over  the  competition.  Half 
the  country's  population  and 
manufacturing  activities 
lie  within  500  miles  of 
Richmond,  Virginia's  capital. 
And,  thanks  to  our  excellent 
highways,  railways,  ports 
and  many  commercial  air- 
ports, you  can  reach  your 
markets  easily  by  land,  sea 
or  air.  What's  more,  on  those 
weekends  and  holidays 
when  you  want  to  get  away 
from  it  all,  Virginia  also  has 
the  roads  to  take  you  there. 

VIRGINIA 

Contact  Wayne  Sterling,  CED,  Executive  Director, 
Virginia  Economic  Development  Partnership,  P.  0. 
Box  798,  Richmond,  Virginia  23218-0798. 
Telephone  804-371-8202.  Fox  804-786-1 121. 
Or  visit  our  web  site  at  www.YesVirginia.org 
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Global  stock  funds 


If  you  like  diversification  and  you  own  only  one  fund, 
look  here:  These  funds  blend  U.S.  stocks  with  foreign 
ones.  The  combination  is  a  bit  less  volatile  than  a  pure 
play  in  either  domestic  or  overseas  stocks. 

In  the  past  five  years  the  U.S.  has  been  one  of  the  best 
places  to  be,  both  because  U.S.  stocks  are  doing  well  and 


because  the  dollar  has  been  strong.  In  other  times  foreign 
stocks  did  better. 

If  you  like  diversification  and  you  can  afford  to  own 
two  funds,  we  recommend  that  you  buy  separate  domes- 
tic and  overseas  funds.  This  will  give  you  more  flexibility 
if  you  want  to  take  a  tax  loss. 


Rising  markets 


Declining  markets 


11/30/87  to 
12/31/89 


9/30/90  to 
12/31/91 


3/31/92  to 
6/30/97 


Ratio  scale 
(8/31/87  =  100) 


300 


8/31/87  to 
11/30/87 


12/31/89  to 
9/30/90 


12/31/91  to 
3/31/92 


The  Standard  &  Poor's  500  price  index,  combined 
with  Morgan  Stanley  Capital  International's  EAFE 
foreign  stock  index,  scaled  so  that  Aug.  31,  1987 
is  100,  shows  the  market  cycles  against  which 
FORBES  measures  global  stock  fund  performance. 
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-23%  +49% 


-23% 


+29% 


-8% 


+96% 


Market 
Performance 


Fund/distributor 


Annualized  total  return  $10,000  Assets  Weighted  Foreign  Maximum  Annual 

8/31/87      3-year  grew  to  6/30/97  average  investment  sales  expenses 

to  (aftertax)1  ($mil)        P/E  %  charge  per 

6/30/97  $100 


Blended  domestic  and  foreign  stock  index 
Forbes  global  stock  fund  composite 

10.9% 
5.8% 

18.7% 
13.7% 

25.5 

61.7% 

$1.55 

■  c 

■  C 

AIM  Global  Utilities  Fund-A/AIM 

17.0% 

$15,444 

$248 

15.4 

34% 

5.50  % 

$1.17 

A 

F 

Alliance  Global  Small  Cap-A/Alliance 

7.3  % 

19.1 

15,161 

121 

29.4 

50 

4.25 

2.51 

■  D 

■  C 

American  Century  Global  GoldVAmer  Century 

  * 

-6.8 

7,927 

335 

35.5 

77 

none 

0.62 

........ 

.......... 

Blanchard  Global  Growth/Federated 

6.4 

11.6 

12,934 

65 

14.1 

49 

none 

.............. 

■  D 

■  D 

Blanchard  Precious  Metals/Federated 

  * 

-1.1 

8,467 

62 

46.0 

62 

none 

2.32 

Brinson  Global  Equity/Chase 

17.4 

15,331 

110 

26.6 

51 

none 

0.95  a 

Brinson  Global  Fund/Chase 

15.9 

14,605 

613 

26.4 

41 

none 

0.96 

Calvert  World  Values-lntl-AVCalvert 

  * 

10.9 

13,220 

228 

25.0 

99 

4.75 

1.79  a 

Capital  World  Growth  &  Income/American  Funds 

  * 

21.1 

16,855 

6,655 

21.5 

68 

5.75 

0.85 

Colonial  Global  Equity-A/Colonial 

  * 

17.2 

14,893 

107 

20.4 

74 

5.75 

1.58 

0 

C 

Colonial  International  Horizons-AVColonial 

0.1 

13.7 

13,953 

65 

20.9 

54 

5.75 

1.61 

Dean  Witter  Global  Div  GrowthVDean  Witter 

17.5 

15,288 

3,574 

23.5 

70 

5.00  b 

1.75 

Dean  Witter  Global  UtilitiesVDean  Witter 

13.5 

14,305 

373 

20.9 

67 

5.00  b 

1.82 

Three-year  return  6/30/94  through  6/30/97.  ■  Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full 
period,  a:  Net  of  absorption  of  expenses  by  fund  sponsor,  b:  Includes  back-end  load  that  reverts  to  distributor.  'Hypothetical  three-year  return  for  upper-middia-income 
investor  after  federal  tax  on  distribution;  no  deduction  for  load  or  for  tax  on  unrealized  gains,  formerly  Benham  Global  Gold.  'Formerly  Calvert  World  Valuest-Global 
Equity.  "Reflects  performance  of  Colonial  Advance  Strategies  Gold  prior  to  June  1992  merger.  Converted  to  multiclass  format  July  28, 1997. 
Sources:  Forbes;  Upper  Analytical  Services;  Morningstar,  Inc. 

Rules,  page  162.  Distributor  table,  page  257. 
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GLOBAL  STOCK  FUNDS 


FUHD  SURVEY 


Market 
Performance 

Fund/distributor                                   Annualized  total  return 

an  1/(17  i.uoar 

tm  nnn 
t>  1  u.uuu 

grew  to 

(aftertax) 

Assets 

f  ci  n  in  i 

6/30/97 
($mil) 

WclglllcQ 

average 
P/E 

Pnroinrn 

r  orcign 
investment 

% 

maximum 
sales 
charge 

Annual 

Annual 
expenses 
per 
$100 

Up 

Down 

to 

A. 

▼ 

6/30/97 

Blended  domestic  and  foreign  stock  index 
Forbes  global  stock  fund  composite 

10.9% 
5.8% 

18.7% 
13.7% 

25.5 

61.7% 

$1.55 

p 

b 

Dean  Witter  Wo? Sri  Wide  investment'/Dean  Witter 

6.0% 

5.9% 

$11,521 

$437 

27.8 

74% 

5.00  %b 

$2.36 

b 

A+ 

Dreyfus  Global  Growth/Dreyfus 

11.1 

11.8 

13,315 

98 

31.9 

72 

none 

1.39 

Dreyfus  Premier  Global  Investing-A/Dreyfus 

 * 

1  9  1 
It. J 

13,212 

141 

29.4 

78 

5.75 

1.31 
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 * 
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34 
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A  i 
H-r 

D 
D 

l«  iraoiiioiidi  WW  neaim  &  ociences/taion  vance 

lO.o 

J  l.D 

21,243 

131 

41.1 

53 
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 * 

i  q  n 

16,307 

674 

21.6 

17 

3.50 

1.46  a 

Fidelity  Global  Balanced/Fidelity 

 * 

9.6 

13,000 

74 

26.0 

74 

none 

1.47  a 

5 
rt 

Fidelity  Select-American  Gold/Fidelity 

1.1 

1.4 

10,204 

279 

47.1 

63 

3.00 

1.42  a 

rioeiiiy  wonowioe  runu/rioeiny 

 * 

1  3  A 

14,129 

1,184 

21.2 

81 
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1.19a 

a 

D 

Q 
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 * 
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157 
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52 
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B  A 
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 * 

1  fi  fi 
10. o 

15,484 

347 

30.9 

73 

none 

1.55 

Franklin  Global  Health  Care-I/Franklin 

 * 

31.5 

21,822 

200 

21.4 

15 

4.50 

1.14 

Fremont  Global  Fund/Fremont 

15.0 

14,049 

677 

15.0 

38 

none 

0.85 

uaoein  uiouai  leiecommunicaiions/uaueiii 

 * 

1/1  7 
14./ 

14,676 
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56 
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1.72 
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GT  Global  Health  Care-A/GT  Global 

 * 

24.9 

18,004 
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4.75 

1.84 

6T  Global  Infrastructure-A/GT  Global 
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65 

4.75 
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o 

ui  blODdl  YVONUWIQc  bfOWin-H/u!  ulOudl 

a  n 
o.u 

Q  fi 

12,472 

163 

24.2 

65 

4.75 

1.80 

B 

D 

Lionnn/tls  Plnhit  Cunrt    A  /U  i  n  r>  nr'  1/ 

nancocK  uiooai  runu-A/nancocK 

0.0 

111 
13.1 

13,398 

141 

26.8 

55 

5.00 

1.89 

Hancock  Global  Rx-A/Hancock 

 * 

27.4 

20,356 

97 

36.5 

5 

5.00 

1.75 

IDEX  Global-A/lnterSecurities 

23.4 

17,894 

253 

28.5 

89 

5.50 

2.09 

InC  P 1  n  h  o  J  Pr  mirth    A/Amnr  fuiunt  c 

iuo  biouai  bruwtn-A/MrTicr  express 

 * 

s  fi 

o.O 

12,293 

1,216 

29.5 

85 

5.00 

1.37 

D 

D 

invesco  Midiegic— boio/invesco 

—4.0 

n  a 

U.4 

3,307 

1  7(1 

1/9 

3/.0 

/b 

none 

1  99 

1.22 

1  o  n  1 1  c  Ufn  plriui i  fi  b  Cn  n  H  /  1 1  n  1 1  c 

jdiius  wonowiQc  runu/janus 

 * 

9/1  7 

18,425 

9,221 

31.1 

88 

none 

0.95 

If  at/ctnnc  Cnnrl  e\4  tho  Amor  iaoc    A  /C  i  in  err  r  r\ri  n 

Keystone  runo  oi  ine  HuicMcas-wtvergreen 

  * 

99  fi 

17,886 

128 

29.4 

95 

4.75 

1.83 

■  B 

■  C 

Keystone  Global  Opportunities-A/Evergreen 

  * 

11.3 

13,585 

452 

28.4 

58 

4.75 

1.62 

D 

c 

Keystone  Precious  Metals/Evergreen 

-1.7 

-5.0 

8,463 

134 

38.4 

73 

4.00  b 

2.33 

0 

B 

1  avinnrtnn  P n  1  rlfi i n r4 /I  nvinrr+nn 

Lexington  boiniuno/Lexingion 

Q  0 
—3.3 

8,522 

84 

29.7 

33 

none 

1.60 

■  C 

■  D 

1  nrrl  AhhoH  Plnhol   Cnuitu  A/lr.rH  AhhoH 

Lorn  ftuDen  biouai— tquiiy-A/Loru  hddcH 

  * 

0  9 
3.£ 

1  *J  A  A  0 

12,448 

88 

OCA 

2o.4 

7C 
10 

C  7C 

b./b 

l.DO 

memor  rerpeiuai  biooai-RTvienior 

  * 

1  c  fl 
lo.U 

15,214 

118 

24.0 

66 

5.75 

2.01 

■  B 

■  B 

mernii  Lyncn  biouai  Aiiocaiion-u/ivierriii 

* 

ICO 

14  201 

13,934 

24.2 

38 

5.25 

1.10a 

B 

B 

Merrill  Lynch  Global  Holdings-D/Merrill 

8.3 

12.4 

13,579 

524 

30.7 

80 

5.25 

1.63 

C 

A 

Merrill  Lynch  Global  Resources-D/Mernll 

9.7 

13,013 

205 

27.6 

70 

5.25 

1.27 

Merrill  Lynch  Global  Utility-D/Merrill 

  * 

15.6 

14,730 

371 

19.3 

62 

4.00 

1.07 

B 

C 

Merrill  Lynch  Healthcare-D/Merrill 

9.8 

26.6 

18,923 

374 

15.9 

26 

5.25 

1.65 

B 

C 

Merrill  Lynch  Technology-D/Merrill 

13.7 

10.0 

12,466 

699 

17.7 

6 

5.25 

1.55 

C 

B 

MFS  World  Equity-A/MFS 

9.5 

18.2 

15  322 

407 

25.0 

60 

5.75 

1.67 

MFS  World  Growth-A/MFS 

  * 

15.7 

14,792 

541 

33.1 

58 

5.75 

1.54a 

Three-year  return  6/30/94  through  6/30/97.  ■  Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  for 
full  period,  a:  Wet  of  absorption  of  expenses  by  fund  sponsor,  b:  Includes  back-end  load  that  reverts  to  distributor.  'Converted  to  multiclass  format  July  28, 1997. 
formerly  Premier  Irowth  Fund.  'Formerly  Fidelity  Advisor  Global  Resources. 
Sources:  Forbes;  Li,  °r  Analytical  Services;  Morningstar,  Inc. 

Rules,  page  162.  Ois;  :butur  table,  page  257. 
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GLOBAL  STOCK  FUNDS 


FUND  SURVEY 


Market 
Performance 

Fund/distributor 

Annualized  total  return 

$10,000 
grew  to 
(aftertax) 

Assets 
6/30/97 
($mil) 

Weighted 

Foreign 
investment 

% 

Maximum 
sales 
charge 

Annual 

Up 

Down 

0/01/0/ 

to 

j-year 

average 
P/E 

expenses 
per 

6/30/97 

$100 

Blended  domestic  and  foreign  stock  index 

10.9% 

18.7% 

Forbes  global  stock  fund  composite 

5.8% 

13.7% 

25.5 

61.7% 

$1.55 

MFS  World  Total  Return-A/MFS 

14.9% 

$14,464 

$260 

22.5 

55% 

4.75  % 

$1.60 

c 

B 

Midas  Fund/Midas 

1.4% 

Z.Z 

10,361 

146 

34.2 

69 

none 

1.63  a 

Montgomery  Global  Commun-R/Montgomery 

 * 

13.4 

14,349 

154 

29.8 

76 

none 

1.91a 

Montgomery  Intl  Small  Cap-R/Montgomery 

 * 

12.7 

14,294 

54 

24.4 

97 

none 

1.91a 

Morgan  Stanley  Global  Eq  Alloc-A/Morgan  Stanley 

 * 

17.0 

15,343 

191 

28.4 

92 

5.75 

1.70 

B 

B 

New  Perspective  Fund/American  Funds 

11.9 

19.7 

16,252 

15,771 

26.8 

65 

5.75 

0.82 

N-A  Worldwide  Growth-A/Nicholas-Applegate 

16.0 

14,888 

115 

30.1 

68 

5.25 

1.85 

North  American  Global  Equity-AVWood  Logan 

0  0 

9.0 

12,644 

128 

20.5 

60 

4.75 

1.75  a 

A 

c 

Oppenheimer  Global  Fund-A/Oppenheimer 

10.9 

17.2 

15,080 

4,028 

25.8 

76 

5.75 

1.17 

c 

A 

Oppenheimer  Gold  &  Spec  Mins-A/Oppenheimer 

4.7 

-1.1 

9,625 

141 

33.0 

68 

5.75 

1.34 

Oppenheimer  Quest  Global  Value-A/Oppenheimer 

 * 

17.5 

15,250 

345 

24.9 

60 

5.75 

1.88 

C 

C 

PaineWebber  Global  Equity-A2/Pa i neWebber 

4.6 

9.4 

12,743 

494 

28.1 

71 

4.50 

1.40 

Parkstone  International  Discovery-A/Bisys 

9.2 

12,812 

63 

27.5 

100 

4.50 

1.80  a 

Phoenix  Worldwide  Opportunities-A/Phoenix 

 * 

lo.b 

13.395 

161 

26.6 

76 

4.75 

1.50 

Pimco  Intl  Developed-lnstVPimco 

 * 

11.1 

12,986 

103 

28.0 

100 

none 

1.13 

■  c 

■  D 

Prudential  Global  Genesis-A/Prudential 

 * 

9.1 

12,638 

176 

22.1 

69 

5.00 

1.81 

c 

■  B 

Prudential  Natural  Resources-A/Prudential 

 * 

15.5 

14,687 

151 

15.4 

58 

5.00 

1.43  a 

c 

D 

Prudential  World  Fund— Global-A/Prudential 

6.9 

15.1 

14,637 

671 

30.5 

70 

5.00 

1.34  a 

B 

c 

Putnam  Global  Growth-A/Putnam 

9.0 

16.3 

14,991 

4,514 

27.3 

73 

5.75 

1.27 

Robertson  Stephens  Contrarian-A/Robertson 

110 

11.3 

13,664 

956 

32.5 

46 

none 

2.46 

Scudder  Global  Discovery/Scudder 

 * 

14.8 

14,720 

366 

30.7 

60 

none 

1.66 

A 

c 

Scudder  Global  Fund/Scudder 

11.6 

16.6 

15,316 

1,618 

25.9 

78 

none 

1.34 

■  0 

■  c 

Scudder  Gold  Fund/Scudder 

 * 

6.6 

10,812 

165 

38.4 

72 

none 

1.57 

Seligman  Henderson  Global  Small  Cos-A/Seligman 

 * 

21.6 

17,235 

1,053 

26.3 

66 

4.75 

1.71 

Seligman  Henderson  Global  Tech-A/Seligman 

30.9 

21,947 

832 

28.1 

40 

4.75 

1.69 

Smallcap  World  Fund/American  Funds 

* 

1  Q  C 

lo.b 

15,438 

8.154 

25.6 

43 

5.75 

1.09 

......... 

B 

SB  Natural  Resources-A/Smith  Barney 

-1.0 

5.4 

11,646 

126 

25.0 

38 

5.00 

1.56 

c 

A 

SoGen  International  Fund/SoGen 

10.7 

13.4 

13,913 

4,219 

24.1 

48 

3.75 

1.21 

State  St  Research  Glob  Res-A/State  Street 

 * 

25.1 

19,389 

186 

22.9 

34 

4.50 

1.75  a 

Templeton  Capital  Accumulator/Tern pleton 

 * 

18.2 

15,989 

168 

23.0 

77 

1.00  a 

Templeton  Global  Opportunities-I/Tem  pleton 

18.9 

15,755 

827 

22.5 

71 

5.75 

1.45 

■  B 

■  C 

Templeton  Global  Real  Estate-I/Tem pleton 

y.o 

12,927 

158 

10.3 

31 

5.75 

1.50 

A 

n 

U 

Templeton  Global  Smaller  Cos-I/Templeton 

10.5 

16.6 

14,671 

1,882 

18.8 

72 

5.75 

1.30 

A 

c 

Templeton  Growth  Fund-I/Templeton 

12.6 

18.9 

15,532 

12,431 

21.1 

66 

5.75 

1.08 

g 

0 

Templeton  World  Fund-I/Templeton 

12.1 

20.5 

15,842 

8,660 

20.9 

67 

5.75 

1.03 

Tweedy,  Browne  Global  Value/Tweedy 

 * 

15.6 

14,998 

1,736 

23.8 

82 

none 

1.60 

n 
u 

n 
U 

United  Services-World  Gold/United 

-2.0 

2.7 

10,629 

188 

39.3 

71 

none 4 

1.51  a 

C 

B 

USAA  Invest-Cornerstone  Strategy/USAA 

8.6 

15.5 

14,535 

1,312 

25.4 

26 

none 

1.07 

D 

D 

USAA  Invest-Gold  Fund/USAA 

-0.0 

—0.0 

8,910 

111 

41.4 

66 

none 

1.37 

USAA  Invest-World  Growth/USAA 

  * 

16.4 

15,267 

324 

27.3 

72 

none 

1.21 

F 

C 

Van  Eck  Gold/Resources-A/Van  Eck 

-4.6 

-6.1 

8,280 

97 

31.4 

58 

5.75 

1.71 

D 

B 

Vanguard  Special-Gold  &  Prec/Vanguard 

-1.1 

-5.6 

8,249 

420 

35.3 

80 

none  § 

0.50 

VanKamp  Amer  Global  Equity-A/Van  Kampen 

  * 

16.0 

15,229 

289 

26.7 

67 

5.75 

2.12 

Three-year  return  6/30/94  through  6/30/97.  "Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or  did  not  maet  asset  minimum  for 
full  period.  **  Available  only  through  monthly  contractual  plan.  §Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund,  a:  Net  of  absorption  of 
expenses  by  fund  sponsor.  'Formerly  North  American  Global  Growth.  Reflects  performance  of  Atlas  Global  Growth  prior  to  August  1995  merger  "'Formerly  Blairlogie 
International  Active.  4$10  account  closing  fee. 
Sources.-  Forbes;  Upper  Analytical  Services;  Morningstar,  Inc. 
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i^DEBRECHl 

Performance  results  from  the  qualify  and  productivity  of  the  Odebrecht  Group's  Members,  who  thereby  fulfill  their  Social  Responsibility. 


Performance  results  from  the  qualify  and  productivity  of  the  Odebrecht  Group's  Members,  who  thereby  fulfill  their  Social  Responsibility. 


Economic  Health  Generated 


3,346 


Investments 

(US$M) 

Investment 
commitments 


■  628 

465 


(US$M) 

Payment  of  Third  Parties 
(Suppliers  and  Contractors) 

Compensation  for  Work 
(Odebrecht  Members) 

Government  Revenue 
(Taxes,  Tariffs  and  Contributions) 

Return  on  Equity 
(Shareholders) 

Partnership  

f  By  applying  the  Odebrecht  Entrepreneurial  Technology,  the  Group's  Entrepreneur-Partners  participate  in  the  planning  and  execution  of  their 
I  work,  and  produce  and  share  the  results. 


1 79 


1986  mmm  23 
1991  —  39 
1996  ■■■■■■■■ 


4* 


Total  Number 
of  Partners 

Brazil 

Other  Countries 


Engineering  &  Construction 
Chemicals  &  Petrochemicals  mmm  7,563 
Other  -  827 


39,631 


28,631 


11,000 


31,241 


Number  of  Entrepreneur-Partners  z 
Responsible  for  Business  Units 


144 


110 


■  Brazil  10  j 

II  Other  Countries  100 


153 


1991 


Education 


(  The  Group's  growth  is  a  direct  result  of  its  Members'  progress,  which  occurs  essentially  through  work  and  is  supplemented  by  knowledge 
I  obtained  through  partnerships  with  educational  and  research  centers  (Education  for  Work). 


On-the-Job  Education 
Trainee  and  Internship  Programs 

Participants  in  1996  461  young  people 
Joined  the  Group  in  1996    140  young  people 


Education  for  Work 

Partnerships  with  over  50  educational  and  research  centers  in  nine  countries  including  Brazil  with  the  following  gc 

•  Educating  Partners  and  Upgrading  their  Knowledge 

•  Making  Technical  and  Scientific  Innovations 

•  Promoting  Education,  Culture  and  Better  Schools 

•  Scholarships  and  Grants  for  College  Students 


Additional  Commitment  to  Education  and  Culture  for  the  Community 


Culture 

•  Publication  of  the  book  Graminho  -  4  Alma  do  Saveiro  by 
Lev  Smarcevski 

•  Development  and  publication  of  trr*  complete  authorized 
works  of  Jorge  Amado  in  parti '    hi  with  Editora  Record 

•  Launching  of  the  book  Moreira  d.   'hi  o  Ultimo  dos 
Malandros  by  Alexandre  Augusta  "oncalves 
in  partnership  with  Editora  Record 


Odebrecht  Foundation 

•  Support  for  11  projects  in  partnership  with  18  institutions,  help 
educate  40,000  adolescents  and  train  4,300  educators 

•  Conclusion  of  the  educational  process  carried  out  through  the 
Odebrecht/UNICEF  Awards.  Theme:  Teens  for  Better  Schools 

•  Honors: 

••  ECO  Award  from  American  Chamber  of  Commerce  in  Brazil 
••  Pacem  in  Terris  Award  from  La  Roche  College,  USA 


:o m m i rm e n ts  to  Global  Standards  of  Competitiveness  

)debrecht  is  a  confederation  of  Entrepreneur-Partners  who  work  in  a  variety  of  businesses  in  numerous  parts  of  the  globe,  with  world-class 
rision,  alliances  and  standards  of  competitiveness. 


V 


Engineering  &  Construction: 

Americas: 

present  in  21  countries 

Argentina 

Bolivia 

Africa: 

Brazil 

Angola 

Chile 

Colombia 

Botswana 

Ecuador 

Mozambique 

Mexico 

South  Africa 

Peru 

United  States 

Uruguay 

Venezuela 

Europe: 

Germany 
Portugal 
Spain 

United  Kingdom 


Asia: 

Malaysia 
Singapore 

Chemicals  &  Petrochemicals: 
products  exported 
to  42  countries 


J 


n  each  of  their  businesses,  Odebrecht  Members  boost  their  core  competence  -  the  multiple  delegation  of  responsibility  for 
mtrepreneurship  -  and  acquire  new  competencies  to  achieve  an  outstanding  degree  of  competitiveness. 


Corporate  Structure:  Odebrecht  S.A.  (holding  company)  plus  125  subsidiaries  and  affiliates,  including: 


Engineering  &  Construction 
Construtora       •Companhia  Brasileira 
de  Projetos  e  Obras  - 
CBPO 

••  Bento  Pedroso 
Construcoes  SA  - 
BPC  (Portugal) 


CNO 

Norberto  Odebrecht  SA 
••Tenenge  SA 
••SLP  Engineering  Ltd. 
(UK) 


Chemicals  & 
Petrochemicals 
•  OPP  Petroquimica  SA 
•Trikem  S.A. 


Infrastructure  & 
Public  Services 
•Sanitation 
•Transportation 
•Energy 

•Telecommunications 
••Stelar  Telecom  Ltda. 


Pulpwood 
Forestry 
•Veracruz 
Florestal  Ltda. 


Insurance  OCS  -  Odebrecht 
&  Surety      Administradora  e 

Corretora  de  Seguros  Ltda. 

Pension  Fund  Odeprev  -  Odebrecht 
Previdencia 

Foundation    Odebrecht  Foundation 


Idebrecht  constantly  increases  its  competitiveness  by  simultaneously  improving  productivity  and  quality  to  ensure  excellent  performance, 
ind  by  entering  new  competitive  areas  in  the  vanguard. 


J 


Gross  Revenue 

4,518  4,518  4,518 


Indicators  (in  US$M,  with  full  inflation  accounting) 

Net  Profit 


Shareholder's  Equity 
3,130 


Ebitda 


82 


464 


1,060 
I 


1,669 

I 


2,1601 


2  358 


422 
975 

3,121 


438 


1986     1991      1996      1996  1996 
lgmeenng  &  Construction   ■  Chemicals  &  Petrochemicals 
azil   ■  USA/Europe     ■  Other  Countries 

Infrastructure  &  Public  Services  results  are  included 
in  the  amounts  shown  for  Engineering  &  Construction 


991 

I 

1991  1996 


67 


34 


19 


270 


62 
I 


1991  1996 


19 


1991  19 


Including  Minority  Interest 


After  Income  Tax  and  before 
deducting  Minority  Interest  and 
Statutory  Investments 


Consolidates  operating  profit, 
net  financial  expenses  and  depreciation 
and  amortization  of  deferred  assets 


Engineering  &  Construction 


New  Contract  Awards 

(USSM) 

ther  Countries  ^  ^ 


Dtal 


1,641 
1,546 

3,187 


Backlog 

(USSM) 

Brazil 

Other  Countries  t^m®. 


Total 


2,534 
1,846 

1 4,380 


Chemicals  &  Petrochemicals 
Total  Production  (in  thousands  of  metric  tons) 
Thermoplastic  resins    hhhhhhhh  1,201 
Caustic  SOda  mum  mm  in  484 

CDE  (Dichloroethane)  511 

Total  ^HMMHM^^HBHH 


2,196 


Trikem's  and  CNO's  application 
of  expanded  PVC  plates  in 
concrete  formwork  slashed 
costs  37%  by  reusing  forms 
up  to  50  times 


Quality,  Productivity  and  Innovation 

BPC's  use  of  the  floating         •  OPP's  development  of  a  •  Trikem's  development  of 

new  polyolefin  resin  used  to 
make  tougher  plastic  bags 


crane  Rambizio  hoist  beams 
on  the  River  Tagus,  lowering 
construction  costs  for  the 
Vasco  da  Gama  Bridge  project 
in  Lisbon,  Portugal 


a  bulk  delivery  system  for  its 
PVC  resins,  lowering  costs 
for  the  company  and  its  Clients 


•  Certification  of  al!  OPP 
manufacturing  plants  by  the 
ISO  14001  Standard 

•  Renewal  of  ISO  9000 
certification  for  Trikem, 
Tenenge,  and  OPP 


http://www.odebrecht.com.br 


FUND  SURVEY 


Foreign  stock  funds 


Foreign  stock  funds  differ  from  global  stock  funds  (see 
p.  217)  in  that  they  don't  invest  in  U.S.  equities.  This 
means  that  these  funds  are  more  vulnerable  to  exchange 
losses  and  political  instability. 

It's  not  difficult  to  find  a  no-load  fund  in  this  group, 
but  it  is  difficult  to  find  a  cheap  one.  The  funds  below 


charge  shareholders  an  average  of  $1.49  each  year  per 
$100  in  assets  to  cover  overhead. 

We  measure  most  foreign  funds  against  the  up-and- 
down-market  cycles  of  Morgan  Stanley  Capital  Interna- 
tional's EAFE  foreign  stock  index.  Emerging  market  funds 
are  measured  against  Morgan's  Emerging  Markets  index. 


Rising  msrfc&ts 

10/31/87  to 
12/31/89 

9/30/90  to 
2/28/91 

10/31/92  to 
8/31/94  j 

2/28/95  to 
6/30/97 

8/31/87  to                    12/31/89  to 
10/31/87  9/30/90 

2/28/91  to 
10/31/92 

8/31/94  to 
2/28/95 

300 

Ratio  scale 
(8/31/87  =  100) 

Morgan  Stanley  Capital  International's  EAFE  foreign 
stock  index,  scaled  so  that  Aug.  31,  1987  is  100, 
determines  the  market  cycles  against  which  foreign 
equity  funds  are  measured.  This  dollar-denominated 
index  reflects  both  stock  prices  and  currency  values. 

200 

-9% 

100* 
50 

—  -16%  +44% 

-32% 

A.  J 

■* — 

+25%  -18% 

+47% 

Market 
Performance 

Fund/distributor 

Annualized  total  return 
8/31/87  3-year 

In 

$10,000 
grew  to 
(aftertax)' 

Assets 
6/30/97 
($mil) 

Weighted 
average 
P/E 

Median 
market 
cap 

(Soil) 

Maximum 
sales 
charge 

Annual 
expenses 
per 
$100 

up 

Down  1 

  1 

6/30/97 

Morgan  Stanley  Capital  Intl  EAFE  index 
Forbes  foreign  stock  fund  composite 

6.0% 
6.5% 

9.1% 
10.0% 

24.9 

$5.4 

$1.49 

D 

Acorn  International  Fund/Acorn 

 * 

11.9% 

$13,912 

$1,972 

27.6 

$0.5 

none 

$1.17 

AIM  International— Equity-A/AIM 

 * 

15.6 

15,031 

2,212 

26.7 

4.9 

5.50  % 

1.50 

Alliance  International  Fund-A/Alliance 

6.3  % 

8.4 

11,951 

292 

29.1 

7.2 

4.25 

1.72 

Alliance  New  Europe-A/Alliance 

  * 

19.5 

16,448 

156 

21.6 

6.4 

4.25 

2.14 

Alliance  Worldwide  Privatization-A/Alliance 

.   it  Century-20th  Intl  Discovery-I'VAmer  Century 

  * 

15.9 

14,995 

696 

18.2 

3.7 

4.25 

1.87 

19.4 

16,745 

618 

29.1 

0.5 

none 

1.75  a 

ntury-20th  Intl  Growth-IVAmer  Century 

  * 

14.4 

14,287 
12,926 

1,799 

31.3 

4.9 

none 

1.42  a 

■  c 

■  B 

-Stewart  Ivory  Intl/Jones  &  Babson 

10.2 

111 

26.9 

3.7 

none 

1.26 

■  c 

■  B 

BaiUt           t-:-national/Legg  Mason 

  * 

14.0 

14,161 
13,264 

95 

22.7 

9.0 

none 

1.81 

Bernstein  International  Value/Bernstein 

  * 

  it 

11.4 

"  "9.7 

4,513 

23.5 

2.6 

none 

1.29 

Wm  BIbi;     irnational  Growth/Wm  Blair 

12,785 

131 

17.2 

1.1 

none 

1.44 

Brinson  Non-ti'i  Equity/Chase 

  * 

14.1 

14,287 

429 

26.7 

10.8 

none 

0.95  a 

Colonial  Intl  Fund  for  Growth-A/Colonial 

6.4 

............ 

11,784 

97 

26.9 
18.5 

2.4 
10.4 

5.75 
575 

1.75  a 
1.74 

B 

B 

Colonial  Newpart  Tiger-A/Colonial 

14.2 

13,529 

1,574 

Columbia  Interna;  nr-?!  Stock/Columbia 

 * 

11.4 

13,392 

169 

20.2 

8.2 

none 

1.58 

Dean  Witter  Eurcp        iwthVDean  Witter 

 * 

23.8 

17,817 

1,717 

24.3 

7.8 

5.00  b 

2.05 

■  c 

■  C 

Dean  Witter  Pacific  G  iwl  iVOean  Witter 

 * 

2.9 

10,617 

1,453 

22.1 

5.4 

5.00  b 

2.39 

Three-year  return  6/30/94  through  6/30/97.  ■  Fund  rated  for  three  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full 

period,  a:  Net  of  absorption  o  xnenses  by  fund  sponsor,  b 

Includes  back-end  load  that  reverts  to  distributor.  'Hypothetical  three-year  return  for  upper-middle-income 

investor  after  federal  tax  (  iSisiributions;  no  deduction  for  load  or  for  tax  on  unrealized  gains,  formerly  20th  Century  International  Emerging 

Growth,  formerly  20th 

Century  International  Equity      i  verted  to  multiclass  format  July  28, 1997. 

Sources:  Forbes;  Upper  Analytical  Services;  Morningstar,  Inc. 

Rules,  page  162.  Distribu.          pige  257. 

222 


Forbes  ■  August  25,  1997 


□ 

□ 

FOREIGN  STOCK  FUNDS 

FUND  SURVEY 

Market 
Performance 

Fund/distributor 

Annualized  total  return 

$10,000 
grew  to 
(aftertax) 

Assets 
6/30/97 
($mil) 

Weighted 

Median 
market 
cap 

Maximum 
sales 
charge 

Annual 

Up 

Down 

B/JI/B/ 

to 

j-year 

average 
P/E 

expenses 
per 

6/30/97 

($bil) 

$100 

Morgan  Stanley  Capital  Intl  EAFE  index 

6.0% 

9.1% 

Forbes  foreign  stock  fund  composite 

6.5% 

10.0% 

24.9 

$5.4 

$1.49 

Delaware  Group  Intl  Equity-A/Delaware 

14.3% 

$14,377 

$152 

20.3 

$6.8 

4.75  % 

$1.77  a 

Dreyfus  International  GrowthVDreyf us 

 * 

C  0 

3.0 

11,608 

102 

31.3 

4.9 

none 

2.04 

EV  Traditional  Greater  China  Growth/Eaton  Vance 

 * 

14.3 

14,803 

569 

19.1 

2.2 

4.75 

2.17 

EV  Traditional  Greater  India/Eaton  Vance 

 * 

-9.4 

7,426 

119 

23.3 

0.0 

4.75 

2.67 

A 

A 

EuroPacific  Growth  Fund/American  Funds 

12.2  % 

16.6 

1  £  1  00 

lo.iyy 

1  0  G9C 

OA  C 
£4.3 

1  1  A 

11.4 

C  7C 

0.10 

A  QA 

u.yu 

Excelsior-Emerging  Americas/Edgewood 

  * 

15.5 

1  A  009 

1  nc 
1U3 

OA  C 

n  n 
U.U 

a  cn 
4.3U 

1  A  Q  i 

1 .48  3 

■  C 

■  D 

Exc  el  sior-lnternationa  I/Edge  wood 

9.5 

12,874 

176 

28.6 

9.1 

4.50 

1.43  a 

Excelsior-Pacific/Asia/Edgewood 

  * 

o.  9 

O.L 

10,778 

108 

25.1 

4.0 

4.50 

1.45  a 

Excelsior-Pan  European/Edgewood 

  * 

18.6 

16,146 

157 

22.5 

9.5 

4.50 

1.45  a 

D 

D 

Federated  Intl  Equity-A/Federated 

4.8 

6.7 

11,520 

184 

27.7 

5.5 

5.50 

1.68  a 

Fidelity  Advisor  Overseas-T/Fidelity  Adv 

11.6 

1  9  C9Q 

i  ocn 

07  9 
LI  .L 

13.0 

o  cn 

1  C.A  i 

I  ,o4  a 

■  D 

■  A 

Fidelity  Canada  Fund/Fidelity 

  * 

12.4 

l  9  ocn 
io,obU 

110 

ny 

00  1 

Li. 1 

1  c 

l.b 

o  nn 
o.UU 

u.yj  a 

Fidelity  Diversified  Intl/Fidelity 

* 

T  7  1 
l/.l 

15,497 

1,297 

24.5 

3.0 

none 

1.26  a 

■  C 

■  C 

Fidelity  Emerging  Markets/Fidelity 

  * 

1  Q 

10,476 

1,027 

18.5 

0.7 

3.00 

1.31 

Fidelity  Europe  Capital  Appreciation/Fidelity 

  * 

18.5 

16,040 

410 

25.0 

6.8 

3.00 

1.14  a 

B 

B 

Fidelity  Europe  Fund/Fidelity 

9.3 

21.8 

17,402 

955 

22.3 

5.8 

3.00 

1.23  a 

D 

B 

Fidelity  Intl  Growth  &  Income/Fidelity 

7.4 

11.2 

1  9  99£ 

to,  HO 

1  i  en 

9C  0 
LO.L 

£  0 

b.o 

none 

i.io  a 

Fidelity  Japan  Fund/Fidelity 

  * 

-3.1 

0  fll  A 

/inn 
4UU 

9C  0 
iv.L 

O.L 

o  nn 
o.UU 

i  n  , 
i.4o  a 

Fidelity  Latin  America/Fidelity 

1  0  C 

14,146 

1,138 

22.7 

0.0 

3.00 

1.35 

C 

C 

Fidelity  Overseas  Fund/Fidelity 

19  9 

13,683 

3,983 

27.1 

15.3 

none 

1.15  a 

C 

D 

Fidelity  Pacific  Basin/Fidelity 

3.2 

-0.9 

9,403 

342 

31.5 

5.4 

3.00 

1.24  a 

D 

D 

Fidelity  Select-Prec  Metals  &  Mins/Fidelity 

-1.7 

-4.8 

8,563 

192 

37.5 

1.1 

3.00 

1.61  a 

Fidelity  Southeast  Asia/Fidelity 

  * 

8.3 

1  0  /IQQ 

C  C  Q 

1  Q  Q 

iy.y 

1  n  a 
1U.4 

q  nn 
o.UU 

1  1Q  , 

i.iy  a 

59  Wall  Street-European/59  Wall 

  * 

16.9 

1  c;  ncc 
1  D.Uoo 

1  CO 
10£ 

01  Q 
LL.O 

0.0 

none 

1  OQ 

■  D 

■  B 

59  Wall  Street-Pacific  Basin/59  Wall 

* 

1.9 

9,832 

158 

29.9 

5.4 

none 

1.30 

Founders  Passnort  Fund/Foundprs 

i  uuiiuui  o  i  uoopui  I  1  UIIU'  1  U  U  I  1  U  L.  1  J 

  * 

ifi  3 

1  D.J 

15,659 

208 

32.8 

1.0 

none 

1.60 

D 

D 

Franklin  Gold  Fund-I/Franklin 

-0.2 

-3.0 

8,797 

306 

37.5 

2.0 

4.50 

0.95 

C 

A+ 

GAM  International  Fund-A/GAM 

14.3 

19.0 

15,941 

1,481 

21.1 

14.3 

5.00 

1.79 

A 

B 

GAM  Pacific  Basin-A/GAM 

lO.l 

4.8 

lU.ooo 

G9 
OL 

9/1  Q 

i4.y 

9  9 
o.L 

<;  nn 

O.UU 

1  QQ 

i.yy 

Goldman  Sachs  Intl  Equity-A/Goldman 

16.8 

1  £  99c; 

10, J  00 

71  7 
/  1  / 

9C  7 
LO.  1 

K  1 
3.1 

3.3U 

1  CO  n 

Los  a 

■  B 

■  D 

Govett  Emerpinff  Markets-A/Van  KamDen 



C  0 

0.0 

11,486 

60 

20.7 

0.0 

4.95 

2.50  a 

ST  Global  Emerging  Markets-A/GT  Global 

J.O 

11,034 

402 

19.4 

0.1 

4.75 

2.08 

C 

D 

GT  Global  Europe  Growth-A/GT  Global 

5.3 

13.1 

14,294 

549 

25.8 

3.2 

4.75 

1.88 

C 

C 

GT  Global  International  Growth-A/GT  Global 

6.5 

6.7 

11,288 

260 

25.6 

6.2 

4.75 

1.91 

A 

D 

GT  Global  Japan  Growth-A/GT  Global 

5.0 

-2.0 

o,y4  J 

1 1  n 
iiu 

M  A 
00.4 

A  C 

4.b 

A  7<^ 
4./D 

1  Q/1 

i.y4 

C 

C 

GT  Global  New  Pacific  Growth-A/GT  Global 

5.4 

5.9 

ii  i /in 

1 1,1411 

A  1  Q 

4iy 

00  7 
Li.l 

9  C 
L.O 

A  7R 
4./D 

1  QQ 

i.yy 

■  A 

■  D 

GT  Latin  America  Growth-A/GT  Global 

C  Q 
0.0 

11,950 

412 

28.2 

0.0 

4.75 

2.10 

Guardian  Baiilie  Gifford  Intl-A/Guardian 

 * 

1  9  8 

13,956 

72 

28.0 

8.6 

4.50 

1.70 

Guinness  Flight  China  &  Hong  Kong/First  Fund 

 * 

19.5 

16,761 

340 

16.6 

14.3 

none 

1.96 

C 

B 

Hancock  Pacific  Basin  Equities-A/Hancock 

7.1 

5.0 

11,414 

65 

26.8 

11.6 

5.00 

2.06 

■  A 

■  A 

Harbor  International  Fund/HCA 

21.6 

17/19/1 
1  /  ,4Z4 

<;  ooc. 

J, 003 

00  0 

Li. 3 

1  1  0 

ii. y 

T 

n  qq  <i 
u.yo  a 

Harbor  International  Growth/HGA 

  * 

20.2 

1  7  1  R1 

l/,lol 

ocn 
you 

OV.  1 

LO.l 

0  A 

y.4 

none 

1  nc  o 
i.ub  a 

Hotchkis  &  Wiley— International/Hotchkis 

17.0 

15,509 

889 

13.3 

5.1 

none 

0.97  a 

C 

A 

IAI  International  Fund/IAI 

7.8 

8.5 

11,879 

121 

22.8 

6.2 

none 

1.65 

C 

C 

IDS  International  Fund-A/Amer  Express 

5.4 

8.8 

12,312 

1,380 

28.3 

10.0 

5.00 

1.31 

Three-year  return  6/30/94  through  6/30/97.  ■  Fund  rated  for  three  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or  did  no:  meet  asset  minimum  for 
full  period.  tClosed  to  new  investors,  a:  Net  of  absorption  of  expenses  by  fund  sponsor.  'Formerly  Dreyfus  International  Equity. 
Sources:  Forbes;  Upper  Analytical  Services;  Morningstar,  Inc. 
Rules,  page  162.  Distributor  table,  page  257. 
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□ 

□ 

FOREIGN  STOCK  FUNDS 

FUND  SURVEY 

Market 

rtnr UNMANlt 

Fund/distributor                                   Annualized  total  return 

8/31/87  3-year 

to 
6/30/97 

$10,000 
grew  to 
(aftertax) 

Assets 
6/30/97 
($mil) 

Weighted 
average 
P/E 

Median 
market 
cap 
($bil) 

Maximum 
sales 
charge 

Annual 
expenses 
per 
$100 

Morgan  Stanley  Capital  Into  EAFE  index 

6.0% 

9.1% 

Forbes  foreign  s           d  composite 

6.5% 

10.0% 

24.9 

$5.4 

$1.49 

D 

C 

IDS  Precious  Metals -A/A.mer  Express 

1.0  % 

8.0% 

$12,391 

$83 

38.2 

$0.7 

$5.00 

$1.50 

B 

B 

Invesco  Snt!-  Eusopean/lnvesco 

8.7 

19.7 

16,247 

393 

29.9 

4.1 

none 

1.36 

Invesce  Int!  international  Growth/lnvesco 

 * 

10.0 

12,712 

117 

27.2 

11.2 

none 

1.80 

D 

C 

Invesco  Inti-Pacific  Basin/lnvesco 

3.2 

2.0 

10,039 

159 

29.0 

7.5 

none 

1.60 

A+ 

B 

Ivy  International  Fund-A/Ivy 

12.5 

18.2 

16,162 

2,419 

20.7 

12.2 

t 

1.65 

Janus  Overseas  Fund/Janus 

  * 

24.2 

18,941 

2,636 

30.0 

2.7 

none 

1.05 

D 

0 

Japan  Fund/Scudder 

2.2 

-5.3 

8,213 

518 

38.1 

4.6 

none 

1.16 

jpM  Pierpont  Emerging  Markets  Eq/JP  Morgan 

 * 

5.6 

11,669 

59 

18.4 

0.1 

none 

1.65 

JPM  Pierpont  Intl  Equity/JP  Morgan 

 * 

7.6 

11,877 

173 

28.0 

8.6 

none 

1.12 

I  B 

C 

Kemper  International  Fund-A/Kemper 

8.1 

13.7 

14,062 

604 

29.1 

8.8 

5.75 

1.64 

0 

c 

Keystone  International  Fund/Evergreen 

4.9 

13.2 

13,869 

170 

26.4 

11.2 

4.00  b 

2.43 

Lazard  Funds-lntl  Equity/Lazard  Freres 

 * 

12.9 

13,657 

2,088 

18.8 

11.4 

none 

0.91 

Lazard  Funds-lntl  Small  Cap/Lazard  Freres 

—  * 

7.0 

12,137 

147 

15.9 

0.3 

none 

1.12 

B 

D 

Lexington  Worldwide  Emerging  Mkts/Lexington 

9.2 

4.7 

11,303 

256 

21.7 

0.3 

none 

1.76 

Loomis  Sayles  Intl  Equity/Loomis 

  * 

12.0 

13,211 

102 

20.4 

1.6 

none 

1.25  a 

■  C 

■  C 

MAS-international  Equity-lnst/MAS 

  * 

8.9 

12,242 

663 

27.0 

7-6 

none 

0.67 

A 

C 

Merrill  Lynch  Devel  Cap  Markets-O/Merrill 

11.7 

97 

12,756 

1,016 

19.5 

1.0 

5.25 

1.76 

Merrill  Lynch  Dragon-D/Merrill 

  * 

7.4 

12,235 

1,329 

18.9 

8.3 

5.25 

1.58 

Merrill  Lynch  Emerging  Tigers-D/Merrill 

  * 

3.4 

11,006 

159 

22.2 

1.1 

5.25 

1.88 

C 

A 

Merrill  Lynch  EuroFund-D/Merrill 

9.6 

18.1 

14,887 

1,431 

22.9 

3.4 

5.25 

1.30 

Merrill  Lynch  International  Equity-D/Merrill 

  * 

9.0 

12,531 

795 

25.6 

9.1 

5.25 

1.31 

■  A 

■  D 

Merrill  Lynch  Latin  America-D/Merrill 

  * 

8.1 

12,394 

956 

22.3 

0.0 

5.25 

1.74 

C 

A 

Merrill  Lynch  Pacific-D/Merrill 

9.0 

8.1 

12,106 

2,186 

27.3 

9.2 

5.25 

1.12 

■  c 

■  C 

Montgomery  Emerging  Markets-R/Montgomery 

  * 

9.2 

12,827 

1,264 

21.1 

0.1 

none 

1.67 

Morgan  Grenfell  Emerg  Mkts  Equity/Morgan  Grenfell 

  * 

8.1 

12,249 

100 

21.0 

0.6 

none 

1.25  a 

Morgan  Grenfell  Intl  Small  Cap  Eq/Morgan  Grenfell 

"'  * 

-1.4 

9,467 

93 

26.9 

0.6 

none 

1.25  a 

Morgan  Stanley  Asian  Growth-A/Morgan  Stanley 

  * 

4.2 

11,139 

353 

19.4 

8.3 

5.75 

1.83 

Nations-lntl  Equity-Investor  A/Nations 

  * 

 * 

 * 

51 

30.4 

8.3 

none 

1.41 

K&B  International  Fund/Neuberget 

  * 

 * 

—  * 

119 

28.4 

1.9 

none 

1.70  a 

New  England  Intl  Equity-A/New  England 

  * 

3.8 

10,946 

120 

25.8 

6.7 

5.75 

1.75 

Northern  Funds-lntl  Growth  Equity/Sunstone 

  * 

5.7 

11,546 

185 

27.0 

8.3 

none 

1.25  a 

Northern  Funds-lntl  Select  Equity/Sunstone 

  * 

5.6 

11,687 

120 

29.9 

4.9 

none 

1.25  a 

Oakmark  International  Fund/Harris 

  * 

16.5 

15,059 

1,646 

16.0 

1.3 

none 

1.25 

Old  Westbury-lnternational  Fund/Bessemer 

  * 

13.5 

14,457 

203 

21.4 

5.1 

4.50 

1.50  a 

■  B 

■  D 

Phoenix  Multi— International-A/Phoenix 

  * 

12.5 

13,475 

150 

23.3 

5.8 

4.75 

1.57 

Pimco  Emerging  Markets-lnstVPimco 

  * 

2.3 

10,485 

56 

19.3 

0.0 

none 

1.39 

C 

C 

Pimco  International-A/Pimco 

5.9 

6.5 

11,906 

201 

26.2 

7.0 

5.50 

1.45 

Pioneer  Emerging  Markets-A/Pioneer 

  * 

— * 

—  * 

185 

16.7 

0.5 

5.75 

2.28 

Pioneer  Europe  Fund-A/Pioneer 

  * 

22.4 

17,194 

189 

22.0 

27 

5.75 

1.89 

Pioneer  International  Growth-A/Pioneer 

  * 

11.8 

13,416 

525 

22.4 

1.7 

5.75 

1.72 

Piper  Global-Pacific  Euro  Growth-A/Piper 

  * 

5.1 

10,896 

94 

30.2 

11.2 

4.00 

1.64  a 

Preferred  International  Fund/Caterpillar 

  * 

14.1 

14,419 

267 

21.8 

5.0 

none 

1.23 

T  Rowe  Price  European  Stock/Price 

21.5 

17,534 

973 

26.0 

9.5 

none 

1.06 

■  D 

■  C 

T  Rowe  Price  "ternational  Discovery/Price 

4.0 

11,008 

314 

25.6 

0.4 

none  § 

1.40 

B 

B 

T  Rowe  Pric?  Inu  national  Stock/Price 

9.4 

13.4 

14,060 

10,833 

27.8 

9.6 

none 

0.85 

T  Rowe  Price  Japan/,  ice 

 * 

-4.7 

8,462 

225 

36.9 

9.2 

none 

1.29 

Three-year  return  6/30/94  through  6/30/97.  ■  Fund  rated  for  three  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  for 
full  period.  tClosed  to  new  investors.  §Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund,  a:  Net  of  absorption  of  expenses  by  fund  sponsor, 
b:  Includes  back-end  load  that  reverts  to  distributor.  'Formerly  Blairlogie  Emerging  Markets. 
Sources:  Forbes;  Upper  Analytical  Services:  Mormngstar,  Inc. 
Rules,  page  162.  Distributor  table,  page  257. 
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Sound  Shore  •  American  Century  •  INVESCO  •  Scudder  •  Loomis  Sayles  •  Warburg  Pincus  •  Heartland  •  Stein  Roe  •  Montgomery  •  Neuberger  &  Berman 
Oakmark  •  Robertson  Stephens  •  Baron  •  Guinness  Flight  Jones  &  Babson  •  Selected  •  Founders  •  Nations  Funds 

PBHG  •  Berger  *  Janus  •  Artisan  •  SAFECO  •  Third  Avenue  BT  Investment  Funds  •  Cohen  &  Steers  •  Strong  •  Westcore 


One Source 


FROM  SCHWAB 


re  Are  More 


F 


MUTUAL   FUN  a 


HERE'S  THE  SHORT  LIST. 


Schwab's  Mutual  Fund  Select  List™  gives  you  a  quarterly  listing  of  about  60  funds  available 
through  Schwab,  evaluated  on  the  basis  of  risk  and  return  data.  It's  just  one  of  the  many 
benefits  you  enjoy  as  a  customer  of  our  Mutual  Fund  OneSource® —  a  service  that  offers  you 
a  choice  of  over  700  no-load  funds  from  some  of  the  most  respected  fund  families  in  America. 

CALL  NOW  FOR  TWO  FREE  ISSUES: 


1  -800-5-ND-LOAD 


A  free  prospectus  containing  more  complete  information,  including  management  fees  and  other  expenses,  is  available  through  Schwab.  Please  review  the  prospectus  carefully  beiore  investing. 
Past  performance  is  no  guarantee  of  future  results.  Returns  will  vary  and  shares  may  be  worth  more  or  less  than  original  cost  when  sold.  Charles  Schwab  provides  recordkeeping  and 
shareholder  services  for,  and  receives  remuneration  from,  Mutual  Fund  OneSource  companies.  ©1997  Charles  Schwab  &  Co.,  Inc.  All  rights  reserved.  Member  S1PC/NYSE.  (8/97) 


vvw.5chwab.com 


ChafiesSehwab 


The  Way  It  Should  Be. 


FOREIGN  STOCK  FUNDS 


FUND  SURVEY 


Market 
Performance 

Fund/distributor 

Annualized  total  return 
ammi  i.uoar 

c  1  n  nnn 

$10,000 
grew  to 
(aftertax) 

Assets 
6/30/97 
($mil) 

weighted 
average 
P/E 

Median 
market 
cap 
($bil) 

Maximum 
sales 
charge 

Annual 
expenses 
per 
$100 

Up 

Down  1 

to 

6/30/97 

Morgan  Stanley  Capital  Intl  EAFE  index 

6.0% 

9.1% 

Forbes  foreign  stock  fund  composite 

6.5% 

10.0% 

24.9 

$5.4 

$1.49 

T  Rowe  Price  Latin  America/Price 

—  * 

11.9% 

$13,896 

$484 

19.8 

$1.6 

none  § 

$1.48 

c 

■  C 

T  Rowe  Price  New  Asia/Price 

 * 

5.7 

11,369 

1,937 

18.0 

2.1 

none 

1.08 

■  B 

■  C 

Princor  World  Fund-A/Princor 

— ~': 

16.0 

14,986 

292 

17.3 

3.3 

4.75% 

1.35 

Prudential  Pacific  Growth-A/Prudential 

2.1 

10,533 

311 

28.1 

4.6 

5.00 

1.41  a 

■  C 

■  A 

Putnam  Asia  Pacific  Growth-A/Putnam 

3.7 

10,763 

727 

26.1 

5.7 

5.75 

1.54 

Putnam  Europe  Growth-A/Putnam 

22.3 

17,694 

599 

19.9 

11.0 

5.75 

1.47 

Putnam  International  Growth-AVPutnam 

—  * 

16.0 

15,366 

1,275 

22.7 

9.6 

5.75 

1.74 

Robertson  Stephens  Devel  Countries-A/Robertson 

— 

 i'.7 

10,448 

72 

ii.2 

0.2 

none 

1.84  a 

D 
0 

p 
u 

Schroder  Capital— International-lnv/Schroder 

8.2  % 

11.8 

12,416 

206 

17.6 

6.2 

none 

0.99  a 

Schwab  International  Index/Schwab 

12.1 

13,920 

333 

28.6 

19.1 

none 

0.58  a 

0 

D 
D 

Scudder  International  Fund/Scudder 

8.6 

12.7 

13,808 

2,908 

25.9 

10.7 

none 

1.15 

Scudder  Latin  America/Scudder 

15.5 

15,126 

1,139 

18.0 

0.0 

none 

2.00 

Scudder  Pacific  Opportunities/Scudder 

 * 

3.6 

11,066 

284 

22.4 

2.2 

none 

1.75 

Seligman  Henderson  International-A/Seligman 

—  * 

10.7 

12,997 

104 

28.7 

10.0 

4.75 

1.89 

Sentinel  World  Fund-A/Sentinel 

13.8 

14,507 

94 

23.2 

11.9 

5.00 

1.35 

Sierra-International  Growth-A/Gt  Western 

7.9 

12,087 

64 

29.6 

5.5 

5J5 

1.65  a 

SIT  International  Growth/SIT 

11.6 

13,487 

99 

28.4 

7.6 

none 

1.50  a 

SB  World-European-A/Smith  Barney 

19.7 

16,800 

50 

28.1 

1.5 

5.00 

1.78 

SB  World-International  Equity-A/Smith  Barney 

 * 

8.3 

12,593 

1,021 

28.0 

2.9 

5.00 

1.29 

SoGen  Overseas  Fund/SoGen 

m  — • ' 

13.4 

14,037 

1,100 

25.0 

1.2 

3.75 

T27 

SSGA  Emerging  Markets2/Russell 

14.1 

14,636 

234 

20.3 

0.0 

none 

1.25  a 

■  n 

■  n 

Standish  International  Equity/Standish 

6.0 

11,250 

51 

30.9 

12.0 

none 

0.50  a 

State  St  Research  Intl  Equity-A/State  Street 

 _    *  . 

1.9 

10,420 

51 

25.6 

11.8 

4.50 

1.90  a 

SteinRoe  International  Fund/Stein  Roe 

9.0 

12,730 

163 

25.0 

2.5 

none 

1.55 

Strong  Asia  Pacific/Strong 

—  * 

2.7 

10,575 

59 

24.3 

0.8 

none 

1.99 

Strong  International  Stock/Strong 

  * 

8.6 

12,070 

293 

27.0 

1.1 

none 

1.58 

Target  International  Equity/Prudential 

13.7 

13,957 

259 

27.5 

11.2 

none  3 

0.99 

TCW/DW  Latin  American  Growth/Dean  Witter 

9.0 

12,951 

349 

22.4 

0.0 

5.00  b 

2.78 

■  B 

■  B 

Templeton  Developing  Mkts-I/Templeton 

14.3 

14,471 

4,980 

19.3 

0.5 

5.75 

2.03 

D 
D 

Templeton  Foreign  Fund-I/Templeton 

11.9 

13.7 

13,919 

15,463 

18.6 

4.4 

5.75 

1.09 

Templeton  Foreign  Smaller  CosVFranklin 

—  * 

14  2 

13,917 

107 

15.2 

0.7 

4.50 

1.53 

■  D 

■  B 

Templeton  Pacific  Growth/Franklin 

 * 

5.1 

11,231 

58 

25.5 

3.1 

4.50 

1.52 

United  International  Growth-A/Waddell 

9.3 

14.1 

13,909 

989 

24.5 

5.5 

5.75 

1.29 

"  "p  " 

p 

United  Services-Gold  Shares/United 

-15.4 

-25.2 

4,062 

80 

33.5 

1.7 

none 5 

1.54  a 

■  R 

■  D 

■  r 

USAA  Invest— International/USAA 

 .77"..*.... 

14.9 

14,719 

645 

27.8 

3.0 

none 

0.97 

n 
u 

n 
u 

Van  Eck  Intl  Investors  Gold-A/Van  Eck 

-3.2 

-9.2 

7,273 

312 

31.5 

1.7 

5.75 

1.43 

Vanguard  Intl  Eq  Index-Emerg  Mkts/Vanguard 

—  * 

10.7 

13,386 

903 

19.9 

0.6 

1.50  p 

0.60 

Vanguard  Intl  Eq  Index-European/Vanguard 

—  * 

21.3 

17,394 

2,082 

23.0 

16.6 

1.00  P 

0.35 

rj 

■  A 

Vanguard  Intl  Eq  Index-Pacific/Vanguard 

-1.1 

9,573 

1,120 

35.9 

10.4 

0.50  P 

0.35 

c 

Vanguard  International  Growth/Vanguard 

9.8 

15.6 

15,048 

7,145 

28.3 

13.0 

none 

0.50 

c 

c 

Vanguard  International  ValueVVanguard 

8.0 

10.3 

12,057 

986 

29.2 

5  6 

none 

0.50 

Victory-International  Growth-A/Bisys 

1 .3 

12,028 

121 

23.9 

4.5 

4.75 

1.69 

C 

c 

Vontobel  International  EquityVFirst  Dominion 

6.2 

13.1 

13,897 

166 

28.9 

8.3 

none 

1.39  a 

Waddell  &  Reed  Inti  Growth-B/Waddell 

15.1 

15,045 

64 

27.0 

1.4 

3.00  b 

2.46 

■  A 

■  c 

Warburg  Pincus  Inti  Equity-C/Warburg 

  * 

10.9 

13,199 

2,906 

26.3 

4.2 

none 

1.40 

■  C 

■  B 

Wright  Intl  Blue  Chip  fquities-Stand/Wright 

  * 

13.5 

14,168 

300 

22.8 

3.0 

none 

1.35 

Three-year  return  6/30/94  1;  nigh  6/30/97.  ■  Fund  rated  for  three  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  for 
full  period.  ^Distributor  may  'mose  purchase  fee,  with  proceeds  reverting  to  other  shareholders.  §Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  the 
fund,  a:  Net  of  absorption  of  t  oenses  by  fund  sponsor,  b:  Includes  back-end  load  that  reverts  to  distributor.  'Formerly  Putnam  Overseas  Growth,  formerly  Seven  Seas 
Emerging  Markets.  'Quarterly  advisory  fee.  'Formerly  Franklin  International  Equity.  5$10  account  closing  fee.  6Annual  $10  account  maintenance  fee.  'Formerly 


Vanguard/Trustees'  Equity-International,  formerly  Vontobel  EuroPacific  Fund.  Sources:  Forbes;  Upper  Analytical  Services;  Morningstar.  Inc. 
Rules,  page  162.  Distributor  table.      <  '57.  
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In  times  of  market  volatility,  it's  wise  to  put  your  portfolio  on  a  solid  foundation.  The  GT  Global  Growth  & 
Income  Fund  invests  worldwide  in  blue-chip  companies  with  a  history  of  strong  performance  -  along  with  high- 
quality  government  bonds.  Backed  by  our  rigorous  investment  approach,  the  Fund  earned  a  ★***  Morningstar 
Rating  out  of  525  International  Equity  Funds  for  the  three-year  period  ended  6/30/97.  To  obtain  a  prospectus  and 
to  learn  more  about  the  Funds  performance,  as  well  as  the  risks  of  global  investing,  call  GT  Global  today. 


1-800-824-1  580 


GT  Global 

A  Member  of  Liechtenstein  Globai  Trust 


A  WORLD  OF  OPPORTUNITY 


Morningstar  proprietary  ratings  reflect  historical  risk-adjusted  performance  as  of  6/30/97.  Morningstar  ratings  may  change  monthly  and  are  calculated  from  the  Fund's  average  annual  returns 
in  excess  of  90-day  Treasury  bill  returns  with  appropriate  sales  charge  adjustments,  and  a  risk  factor  that  reflects  fund  performance  below  90-day  T-bill  returns.  The  Fund  earned  a  3  star 
Morningstar  rating  for  the  5  year  period  rated  against  235  International  Equity  Funds.  The  first  10%  of  the  funds  in  an  investment  category  receive  five  stars,  the  next  22.5%  receive  four 
stars  and  the  next  35%  receive  three  stars.  Before  investing,  read  the  Prospectus  carefully  for  more  complete  information,  including  charges,  expenses,  and  the  risks  associated  with  global 
investing,  including  political  and  currency  risk.  Past  performance  is  not  a  guarantee  of  future  results.  GT  Global,  Inc.,  Dist,  50  California  St.,  San  Francisco,  CA  941 1 1  MF6 


LONDON      FRANKFURT      ZURICH      SINGAPORE      HONG  KONG      TOKYO      SYDNEY      SAN  FRANCISCO      TORONTO      NEW  YORK 


Taxable  bond  funds 


This  section  lists  investment-grade  corporate  bond  funds 
and  funds  owning  U.S.  Treasurys.  Yields  and  returns  are 
unexciting,  but  the  funds  offer  a  compromise  between  the 
riskiness  of  stocks  and  the  skimpiness  of  money  funds. 

Some  managers  have  been  goosing  results  by  taking 
more  risk.  Example:  The  13.3%  five-year  annualized 


return  of  Alliance's  corporate  bond  fund  is  partly  due  to 
foreign  bond  holdings,  such  as  sovereign  debt  from 
Poland,  Peru  and  Colombia.  Benham  Target  Maturities 
2020  has  a  concentrated  dose  of  interest-rate  risk,  since 
it  owns  long-term  zero  coupon  bonds.  In  recent  months 
that  risky  bet  has  been  extremely  profitable. 


Market 
Performance 


Up  Down 


Fund/distributor 


5-year 
annualized 
total 
return 


Yield 

% 


Assets 
6/30/97 
($mil) 


Weighted  average 
maturity  duration 
(years)  (years) 


Maximum  Annual 
sales  expenses 
charge  per 
$100 


Merrill  lynch  corporate/govt  bond  index 
Forbes  taxable  bond  fund  composite 

7.3% 
6.7% 

6.8% 
6.1% 

$0.71 

c 

D 

AAL  Bond  Fund-A/AAL 

5.6% 

6.1% 

$384 

7.5 

4.9 

4.00  % 

$0.98 

D 

B 

AARP  Inc-GNMA  &  US  Treasury/Scudder 

5.6 

6.4 

4,593 

6.1 

3.3 

none 

0.64 

B 

B 

AARP  Inc-High  Quality  Bond/Scudder 

6.5 

5.7 

457 

9.4  • 

4.5 

none 

0.91 

A 

0 

AIM  Income  Fund-A/AIM 

9.0 

6.9 

391 

12.6 

7.0 

4.75 

0.98 

C 

C 

AIM  Intermed  Government-A/AIM 

5.5 

6.3 

236 

9.0 

4.1 

4.75 

1.00 

D 

A 

AIM  Limited  Maturity  Treasury-Retail/AIM 

4.9 

5.3 

368 

1.5 

1.4 

1.00 

0.54 

F 

A 

Amer  Century-Benham  Adj  Rate  Govt/Amer  Century 

4.6 

5.6 

227 

1.7 

1.0 

none 

0.59 

B 

B 

Amer  Century-Benham  Bond'/Amer  Century 

6.7 

6.2 

129 

8.6 

5.1 

none 

0.80 

C 

B 

Amer  Century-Benham  GNMA/Amer  Century 

6.7 

...i,  

6.7 

1,152 

7.3 

4.1 

none 

0.55 

C 

C 

Amer  Century-Benham  l-T  Treas  NoteVAmer  Century 

5.8 

5.7 

322 

5.4 

4.4 

none 

0.51 

Five-year  return  6/30/92  through  6/30/97.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period.  'Formerly  20th  Century  Long-Term  Bond. 

formerly  Benham  Treasury  Note. 

Sources-  Forbes;  Upper  Analytical  Services;  Mormngstar,  Inc. 

Rules,  page  162.  Distributor  table,  page  257. 
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□ 

□ 

TAXABLE  BOND  FUNDS 

FUND  SURVEY 

Market 
Performance 


Up  Down 


Fund/distributor 


5-year 
annualized 
total 
return 


Yield         Assets         Weighted  average 
%  6/30/97       maturity  duration 

($mil)         (years)  (years) 


Maximum  Annual 
sales  expenses 
charge  per 
$100 


Merrill  lynch  corporate/govt  bond  index 
Forbes  taxable  bond  fund  composite 

7.3% 
6.7% 

6.8% 
6.1% 

$0.71 

Amer  Century-Benham  L-T  Treas/Amer  Century 

* 

6.1% 

$135 

22.2 

10.2 

none 

$0.60 

D 

B 

Amer  Century-Benham  S-T  GovtVAmer  Century 

4.6% 

5.4 

321 

4.7 

1.7 

none 

0.70 

A 

D 

Amer  Century-Benham  Target  2000/Amer  Century 

7.9 

none 

261 

3.5 

3.6 

none 

0.54 

A+ 

F 

Amer  Century-Benham  Target  2005/Amer  Century 

10.4 

none 

261 

NA 

NA 

none 

0.56 

A+ 

F 

Amer  Century-Benham  Target  2010/Amer  Century 

11.8 

none 

111 

15.5 

13.2 

none 

0.62 

A+ 

F 

Amer  Century-Benham  Target  2015/Amer  Century 

12.9 

none 

116 

NA 

NA 

none 

0.62 

A+ 

F 

Amer  Century-Benham  Target  2020/Amer  Century 

13.3 

none 

888 

25.5 

22.9 

none 

0.52 

B 

C 

American  Funds  Inc-US  Govt  Sees/American  Funds 

6.2 

6.7 

1,108 

7.1 

4.7 

4.75% 

0.81 

B 

D 

AmSouth  Bond  Fund/Bisys 

6.7 

6.4 

141 

9.3 

6.8 

4.00 

0.75  a 

B 

C 

Babson  Bond-Portfolio  L/Jones  &  Babson 

6.6 

6.7 

133 

13.3 

NA 

none 

0.97 

D 

A 

Bernstein  Govt  Short  Duration/Bernstein 

4.9 

5.3 

138 

1.8 

1.5 

none 

0.70 

B 

C 

Bernstein  Intermediate  Duration/Bernstein 

7.0 

6.1 

1,881 

7.7 

4.4 

none 

0.62 

D 

A 

Bernstein  Short  Duration  +/Bernstein 

5.2 

5.6 

609 

2.1 

1.6 

none 

0.65 

C 

B 

Wm  Blair-lncome  Fund/Wm  Blair 

6.2 

6.0 

151 

4.5 

3.1 

none 

0.68 

B 

B 

Bond  Fund  ot  America/American  Funds 

8.5 

7.3 

7,408 

6.5 

4.3 

4.75 

0.71 

Boston  1784  US  Govt  Medium-Term  Inc/SEI 

—  * 

6.2 

214 

7.5 

5.1 

none 

0.79  a 

D 

A 

Cardinal  Government  Obligations/Cardinal 

6.0 

7.1 

128 

4.8 

NA 

4.50 

0.92 

Chicago  Trust  Bond  Fund/Chicago 

  * 

6.0 

102 

8.3 

4.6 

none 

0.80  a 

B 

D 

Columbia  Fixed  Income  Securities/Columbia 

7.2 

6.5 

368 

5.9 

4.7 

none 

0.66 

C 

D 

Common  Sense-Govt  Fund-I2/PFS 

5.8 

6.7 

270 

7.0 

5.2 

t 

0.95 

D 

B 

Dean  Witter  S-T  US  TreasuryVDean  Witter 

4.5 

5.3 

231 

2.7 

2.4 

none 

0.84 

D 

B 

Delaware  Group  Limited  Term  Govt-A/Delaware 

4.3 

6.8 

416 

14.0 

2.2 

2.75 

0.93 

DG  Government  Income/Federated 

i  * 

5.7 

266 

8.8 

4.6 

2.00 

0.70a 

A 

D 

Dodge  &  Cox  Income  Fund/Dodge 

7.7 

6.2 

610 

12.7 

5.2 

none 

0.50 

A 

0 

Dreyfus  A  Bonds  Plus/Dreyfus 

7.6 

6.1 

580 

16.1 

NA 

none 

0.96 

C 

B 

Dreyfus  GNMA  Fund/Dreyfus 

6.1 

6.3 

1,233 

22.2 

NA 

none 

0.96 

B 

C 

Dreyfus  100%  US  Treasury  Intermed/Dreyfus 

6.3 

6.8 

180 

5.9 

4.1 

none 

0.80  a 

A 

F 

Dreyfus  100%  US  Treasury  L-T/Dreyfus 

7.4 

6.9 

124 

12.0 

6.3 

none 

0.80  a 

D 

B 

Dreyfus  100%  US  Treasury  S-T/Dreyfus 

5.6 

5.9 

177 

2.4 

2.2 

none 

0.70  a 

0 

B 

Dreyfus  Short-Intermediate  Govt/Dreyfus 

5.7 

5.8 

528 

2.6 

2.4 

none 

0.74 

Dreyfus  Short-Term  Income/Dreyfus 

—  * 

7.1 

264 

9.2 

NA 

none 

0.80  a 

F 

A+ 

EV  Short-Term  Treasury/Eaton  Vance 

4.2 

2.2 

122 

NA 

NA 

none 

0.61 

Evergreen  US  Government-A/Evergreen 

  * 

6.6 

156 

9.0 

4.4 

4.75 

0.98 

A 

D 

Excelsior-Managed  Income/Edgewood 

7.2 

5.7 

189 

11.5 

NA 

4.50 

0.90  a 

rj 

Federated  ARM's-lnstitutional/Federated 

5.1 

6.0 

603 

1.4 

1.4 

none 

0.55  a 

D 

B 

Federated  Fund  for  US  Govt  Secs-A/Federated 

5.4 

6.5 

1,356 

NA 

4.5 

4.50 

0.95  a 

C 

B 

Federated  GNMA  Trust-lnst/Federated 

6.3 

6.7 

1,196 

NA 

4.4 

none 

0.60  a 

C 

C 

Federated  Government  Inc  Secs-A/Federated 

5.3 

6.4 

1,676 

NA 

5.2 

4.50 

0.96  a 

Five-year  return  6/30/92  through  6/30/97.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period.  tClosed  to  new  investors,  a  Net  of  absorption  of 
expenses  by  fund  sponsor.  NA:  Not  applicable  or  not  available.  'Formerly  20th  Century  US  Government  Short-Term.  20ther  classes  are  open  for  investment.  Converted 
to  multiclass  format  July  28,  1997.                                                                           Sources:  Forbes,  Upper  Analytical  Services,-  Morningstar,  Inc. 

Rules,  page  162.  Distributor  table,  page  257. 
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TAXABLE  BOND  FUNDS 


Market 
Performance 

HS3ESS9 

Tci 

Fund/distributor 

5-year 
annuanzeu 
total 
return 

Yield 

/o 

Assets 

D/oU/3/ 

($mil) 

Weighted  average 
mdiuriiy      our an on 
(years)  (years) 

Maximum 
sales 
charge 

Annual 
expenses 
per 

$  1  nn 

Merrill  lynch  corporate/govt  bond  index 

7.3% 

6.8% 

Forbes  taxable  bond  fund  composite 

6.7% 

6.1% 

$0.71 

c 

B 

Foriprat^d  irsr;w°p  TnKt-ln^t/FpflpratPfi 

6.0% 

6.6% 

$836 

MA 

NA 

A  0 

47 

none 

$0  58  a 

<4>U .  JO  O 

B 

D 

Firiplilu  Artyi<:nf  finvt  Invpstiripnt-T/Fidplitv  Arlv 

6.1 

5.9 

183 

O  7 
0./ 

M  A 

IMA 

3.50  % 

0.99  a 

Fidelity  Advisor  Intermed  Bond-T/Fidel ity  Adv 

6.1 

276 

3.0 

M  A 

NA 

2.75 

0.96 

p 

A 

A 

Fidelity  Advisor  Mortgage  Secs-A/Fidelity  Adv 

7.2 

6.3 

508 

S  Q 

t 

0.90  a 

D 

Fidelity  Advisor  Short  Fixed-lnc-T/Fidelity  Adv 

5.2 

6.1 

362 

2.1 

NA 

1.50 

0.89a 

C 

B 

^ifSpSitv  ftinnip  Map/Fiiiplitv 
riuciiiy  uiiiitiG  maui  \  luciiiy 

6.4 

6.6 

801 

/.I 

A  0 

4.0 

none 

0.76  a 

B 

0 

Tiriplitv  Rnuprnmpnt  ^pmritip^/FiHplitv 
rtuGiiiy  uuvci  iiiiicibl  ocuus  iiics/ 1  luciiiy 

6.8 

6.8 

981 

7  7 
I.I 

A  1 

4./ 

none 

0.73  a 

C 

B 

Fidelity  Intermediate  Bond/Fidelity 

6.5 

6.4 

3,073 

A  O 

6.1 

none 

0.69  a 

p 

D 

p 

b 

Fidelity  Investment  Grade  Bond/Fidelity 

7.2 

6.4 

1,473 

A 

0.4 

4.0 

none 

0.75  a 

D 

B 

Fidelity  Short-Intermediate  Govt/Fidelity 

4.8 

6.0 

120 

3.2 

2.3 

none 

0.81 

n 

D 

A 

Firiplitu  *shnrt-Tprm  Rnnrl/Firiplitv 
riuciiiy  ohui  i  iciin  uuiiu/i  luciiiy 

4.9 

6.3 

930 

O  1 
Li 

1  7 
1./ 

none 

0.70 

A 

n 

D 

F'aa  Inup^tnrc:  Tntil  Rpturn  IK  TrpPKiirv-A/Rrnwn 

i  iOg  nivcoiui  j  luiai  iaciuiii  u o  n  ca  jui  j  ni  u i  u vv 1 1 

7.3 

6.0 

2961 

10/1 

lo.4 

7  A 
1 A 

4.50 

0.82 

C 

A 

FPA  New  Income/FPA 

8.5 

6.1 

463 

MA 

A  7 
4./ 

4.50 

0.61 

E 

r 

A 

Franklin  Adjustable  US  Govt  Secs/Franklin 

3.9 

5.7 

353 

lin 

2.25 

0.71a 

D 

B 

Franklin  Short-lntermed  US  Govt/Franklin 

5.4 

5.6 

189 

2.1 

1.8 

2.25 

0.74 

C 

n 
D 

Franklin  11^  Gnvprnmpnt  ^prc-l/Franldin 

rialinilll  UO  UUVCI  IIIIIGIIL  OCbO  1/1  1  CHIMIN 

fi  fi 

U.U 

7.1 

9  602 

Z47 

A  0 

47 

4.25 

0.61 

B 

n 

D 

Halavu  II  11^  Trpaciiru  Inripy/flalaYu 

UdlaAy  II    UO  IIGaoUiy  I  liut>  fj  u  a  I  a  Ay 

fi  fi 
U.U 

fi  ? 

U .  L 

ILL 

0  A 

0.4 

M  A 

NA 

none 

0.40 

c 

C 

Gradison  Government  Income/Gradison 

6.1 

5.9 

153 

D.U 

A  0 

47 

none 

0.91 

R 
D 

r 

u 

Harbor  Bond  Fund/HCA 

8.0 

5.8 

317 

R  1 

0. 1 

A  Q 
4.  j 

none 

0.70  a 

Hotchkis  &  Wiley-Low  Duration/Hotchkis 

  * 

6.3 

171 

6.2 

1.4 

none 

0.58  a 

A 

n 

L 

in^l  Rnnri  FnnH-A/Ampr  Fvnrp<;<; 

IUO  DUIIU  rUIIU  H/MMICI  LALJICoo 

fi  8 

U.U 

3  5?^ 

1  O  1 

lo.l 

c  1 
D.l 

5.00 

0.82 

n 

a 

A 

IDS  Federal  Income-A/Amer  Express 

6.2 

6.2 

2  151 

il.l 

Lb 

5.00 

0.89 

A 

n 

u 

IDS  Selective  Fund-A/Amer  Express 

7.9 

6.4 

1,415 

110 

ll. y 

C  0 

b.U 

5.00 

0.85 

p 

V 

D 
D 

Intermediate  Bond  Fund  of  America/American  Funds  6.1 

6.3 

1,337 

O.i 

4.75 

0.80 

A 

0 

ISI  Total  Return  US  Treasury/ISI 

7.3 

6.0 

2962 

13.4 

7.4 

4.45 

0.82 

Q 

D 

n 
D 

Janus  Flexible  Income/Janus 

9.7 

7  4 

674 

0  C 

o.b 

71  0 

4.y 

non6 

0.86 

n 
D 

c 

JPM  Pierpont  Bond/JP  Morgan 

6.9 

fi  ? 

\>.L 

1 53 
i  j  u 

1  A  C 

14.0 

A  7 

4./ 

non6 

0.68 

A 

L 

Kemper  Inc  &  Cap  Preservation-A/Kemper 

7.7 

6.7 

579 

ICO 

1  D.U 

c  1 
D.l 

4.50 

0.96 

P 
u 

p 

Kemper  US  Government  Securities-A/Kemper 

6.0 

7.3 

3,733 

7  ft 
/  .0 

3  7 
0.  / 

4.50 

0.77 

c 

c 

Kemper  US  Mortgage-A/Kemper 

5.5 

7.4 

2,576 

7.8 

3.7 

4.50 

0.97 

n 
U 

Q 

D 

Legg  Mason  US  Govt  l-T-P/Legg  Mason 

5.7 

fi  0 

U.U 

I.U 

3.4 

nonG 

1.00  a 

A+ 

D 
D 

Loomis  Sayles  Bond  Fund/Loomis 

13.7 

6.9 

88? 

OOL 

19.3 

Q  7 

y./ 

n  on  g 

0.75 

D 

n 
U 

Lord  Abbett  US  Govt  Secs-A/Lord  Abbett 

5.9 

8.0 

2,399 

b.o 

D.b 

4.75 

0.90 

n 
D 

n 
U 

Lutheran  Brotherhood  Income  Fund/Lutheran 

6.5 

6.5 

791 

IOC 

13.6 

r  1 

b.l 

5.00 

0.81 

Marquis  Government  Securities-A/SEI 

  * 

5.5 

153 

b.9 

4./ 

3.50 

0.70  a 

Marshall  Government  Income/Federated 

6.5 

195 

7  n 
I.U 

0.0 

none 

0.86 

Marshall  Intermediate  Bond/Federated 

6.1 

391 

4.5 

2.9 

none 

0.72 

B 

c 

MAS-Fixed  Income-inst/MAS 

8.5 

fi  3 

U.J 

9.1 

4.6 

none 

0.48 

B 

c 

MAS-Fixed  Income  ll-lnst/MAS 

7.8 

fi  7 

U .  / 

200 

"9.3"" 

4.5 

none 

0.49 

o 

A 

MAS-Limited  Duration-lnst/MAS 

5.4 

5.6 

148 

3.0 

1.5 

none 

0.42 

B 

D 

Merrill  Lynch  Corp-lntermed-D/Merrill 

7.0 

6.3 

426 

5.2 

NA 

1.00 

0.71 

A 

D 

Merrill  Lynch  Corp-lnv  Grade-D/Merrill 

7.0 

6.4 

1.292 

10.8 

NA 

4.00 

0.80 

Five-year  return  6/30/92  through  6/30/97.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period.  tClosed  to  new  investors,  a:  Net  of  absorption 

of  expenses  by  fund  sponsor.  NA:  Not  applicable  or  not  available,  'includes  sister  fund  ISI  Total  Return  US  Treasury,  includes  sister  fund  Flag  Investors 

Total  Return  US  Treasury.                                                                                   Sources.-  Forbes;  Upper  Analytical  Services;  Morningstar,  Inc. 

Rules,  page  162.  Distributor  table,  page  257. 
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All  of  these  securities  having  been  sold,  this  announcement  appears  as  a  matter  of  record  only. 


July  8,  1997 

US$7,795,456,858 


1,408,000,000  Shares 

(nominal  value  Lit.  1 ,000  per  Share) 


Joint  Global  Coordinators 


Credit  Suisse  First  Boston    Istituto  Mobiliare  Italiano 


CREDIT 
SUISSE 


FIRST 
BOSTON 


These  securities  were  offered  in  Italy,  the  United  States  and  internationally. 

United  States  Offering 

183,407667  Shares 
in  the  form  of 

American  Depositary  Shares  or  Shares 


Credit  Suisse  First  Boston 


Goldman,  Sachs  &  Co. 


Lehman  Brothers 

Merrill  Lynch  &  Co. 

J. P.  Morgan  &  Co. 

Morgan  Stanley  Dean  Witter 

SBC  Warburg  Inc. 

Istituto  Mobiliare  Italiano 

Smith  Barney  Inc. 

ABN  AMRO  Chicago  Corporation 

Alex  Brown  &  Sons 

Deutsche  Morgan  Grenfell 

Donaldson,  Lufkin  &  Jenrette 

Fahnestock  &  Co  Inc. 

Petrie  Parkman  &  Co 

RBC  Dominion  Securities  Corporation 

Schroder  &  Co  Inc. 

Scotia  Capital  Markets  (USA)  Inc. 


United  Kingdom  and  the  Republic  of  Ireland 

122,271,660  Shares 

S3C  Warburg 

Credit  Suisse  First  Boston 


ABN  AMRO  Rothschild 
Goldman  Sachs  International 
Istituto  Mobiliare  Italiano 
Morgan  Stanley  Dean  Witter 
NatWest  Securities  Limited 
Lehman  Brothers 
Schroders 


Rest  of  the  World 

97,818,410  Shares 

Morgan  Stanley  Dean  Witter 
Credit  Suisse  First  Boston 


ABN  AMRO  Rothschild 
Deutsche  Morgan  Grenfell 
Goldman  Sachs  International 
Istituto  Mobiliare  Italiano 
SBC  Warburg 
BBV  Interactivos,  S.V.B. 
Creditanstalt  Investment  Bank 
Daiwa  Europe  Limited 
Paribas 


Italian  Public  Offering 

857,776,000  Shares 

Istituto  Mobiliare  Italiano 
Banca  Commerciale  Italiana 
Credito  Italiano 

Istituto  Bancario  San  Paolo  di  Torino 


Banca  di  Roma  S.p.A. 
Banca  Monte  dei  Paschi  di  Siena  S.p.A. 
Banca  Nazionale  del  Lavoro  S.p.A. 
CARIPLO  S.p.A. 


Italian  Institutional  Offering 

146,726,263  Shares 


Istituto  Mobiliare  Italiano 

Banca  Commerciale  Italiana 
Credito  Italiano 

Istituto  Bancario  San  Paolo  di  Torino 

Banca  di  Roma  S.p.A. 

Banca  Monte  dei  Paschi  di  Siena  S.p.A. 

Banca  Nazionale  del  Lavoro  S.p.A. 

CARIPLO  S.p.A. 

C.I. MO.  SIM  S.p.A. 

Giubergia  Warburg  SIM  S.p.A. 

RASFIN  SIM  S.p.A. 

Albertini  &  C.  SIM  S.p.A. 

Credit  Suisse  First  Boston 

Euromobiliare  S.I.M.  S.p.A. 


TAXABLE  BOND  FUNDS 


FUND  SURVEY 


Market 
Performance 

Fund/distributor 

5-year 
annualized 
total 
return 

Yield 

% 

Assets 
6/30/97 
($mil) 

Weighted  average 

mcitiiritu  rinratinn 

Maximum 
sales 
charge 

Annual 
expenses 
per 
$100 

Up 

Down  1 

(years) 

(years) 

| 

Merrill  lynch  cor?okate/govt  bond  index 
Forbes  taxable  bond  fund  composite 

7.3% 
6.7% 

6.8% 
6.1% 

$0.71 

C 

C 

Merrill  Lynch  Federal  Secs-D/Merrill 

5.8% 

6.4% 

$1,946 

t  c 
0.0 

3.8 

4.00  % 

$0.91 

D 

B 

MFS  Govt  Limited  Maturity-A/MFS 

5.3 

6.2 

253 

j.j 

1  5 

2.50 

0.84 

B 

D 

MFS  Government  Securities-A/MFS 

C  7 

b./ 

D.J 

4Ub 

6  0 

4  7 

A  7R 

4./ j 

u.yi  a 

....... 

A 

Mf  <S  1  imited  Maturitv-A/MFS 

(TITO       .  ■  n  '■  G5J  mulUIKJT  ni  I'll  O 

5.8 

6.6 

147 

3  ? 

?  n 

2.50 

0.94 

rVJnrffasii  Grenfell  Fixed  Income/Morpan  Gfpnfell 

i'l.l  gull    Ul  ulll  vll    1  lAvll    IIIVUIIIwi  IIIUI  fjtlll    VJ  t  Vj  1  1  1  \s  1  I 

 * 

6.5 

936 

7  9 

none 

0.55  a 

A 

0 

Nationwide  Bond  Fund/Nationwide 

6.7 

6.5 

123 

in  t 

1U./ 

M  A 

4.50 

0.70 

D 

A 

N&B  Limited  Maturity  Bond/Neuberger 

5.4 

6.2 

282 

9  8 

L.O 

none 

0.70  a 

F 

A+ 

kj  mu    C  n  fr  1  •«  rt  fl    Aril    Diin    SIC    Omit    A  /Mnii,    L"  n  n  1  >-i  n  A 

New  tngi3nn  aoj  Kaie  uo  uovi-A/New  tngiana 

A  Q 

4.3 

J.I 

99fi 

2  5 

1  0 

J.  .u 

l.UU 

n  7fl 
u./u 

Nnrthprn  Fimri^— Fixed  Innnmp/^nn^tnnp 

11  Ul  III  V  1  II  1  UIIUiJ     1  lAbU   IIIUUIIIl//  Jll  l  1  j  lUML. 

  * 

5.7 

128 

i?  n 

J.£. 

none 

0.90  a 

Northern  Funds— US  Government/Sunstone 

  * 

5.2 

190 

4.1 

3.1 

none 

0.90  a 

D 

A 

Oppenheimer  Limited  Term  Govt-A/Oppenheimer 

5.9 

6.9 

681 

2.9 

2.3 

3.50 

0.89 

C 

A 

Oppenheimer  Strategic  income-A/Oppenheimer 

9.4 

8.4 

7,405 

4  5 

4  0 

4.75 

0.93 

......... 

A 

Overland  Express  Variable  Rate  Govt-A/ Overland 

J.O 

3.0 

Job 

4  9 

o.UU 

U.oo  a 

A 

D 

PaineWebber  Inv  Grade  Income-A/PsmeWebber 

7.8 

6.9 

287 

19  9 

J.  J.  J 

5  9 

J.J 

4.00 

0.94 

C 

D 

PainpWphhpr  !K  finvt  Inrnmp-A/PainpWphhpr 

3.7 

6.1 

378 

17.9 

5.4 

4.00 

0.94 

Payden  &  Rygel  Ltd  Maturity-A/Payden 

5.3 

135 

0.3 

0.3 

none 

0.30  a 

......... 

A+ 

Permanent  Port-Treasury  Bill/Permanent 

3.6 

4.5 

100 

0.2 

NA 

none 1 

0.96  a 

Pimco  High  Yield-lnst/Pimco 

 * 

0.0 

1  1  A  t; 
1,140 

\J.L 

4  3 

*t.  J 

none 

U.  DU 

D 

A 

Pimco  Low  Duration-lnst/Pimco 

6.8 

6.2 

2,901 

3.1 

2.4 

none 

0.43 

D 

A 

Pimco  Low  Duration  ll-lnst/Pimco 

6.0 

6.0 

338 

2.7 

2.2 

none 

0.51 

A 

C 

Pimco  Total  Return-lnst/Pimco 

8.3 

6.4 

14,336 

8.9 

4.6 

none 

0.43 

A 

C 

Pimco  Total  Return  ll-lnst/Pimco 

8.0 

6.2 

424 

7  9 

/  .  J 

5  4 

none 

0.50 

B 

C 

Pimco  Total  Return  Ili-lnst/Pimco 

0.6 

0.1 

J.O 

5  1 

none 

U.  01 

D 

A 

Piper  Funds  II— Adj  Rate  Mortgage/Piper 

4.7 

5.7 

200 

90  1 

1  .L 

2.00 

0.81 

B 

C 

Preferred  Fixed- Income/f.atprni liar 

1  1  bllil  1  wu  1  lAvll    1 II  Will  vl  \J  (J  IC  1  \J  1 1  P  O  1 

7.1 

6.2 

139 

13.2 

4.6 

none 

0.80 

C 

C 

T  Rowe  Price  GNMA  Fund/Price 

6.4 

6.9 

963 

8.3 

5.1 

none 

0.75 

B 

C 

T  Rowe  Price  New  Income/Price 

6.6 

6.6 

1,738 

9  6 

J.O 

5  1 

J.  1 

none 

0.76 

D 

B 

T  Rowe  Price  Short-Term  Bond/Price 

A  C 

4.0 

3.9 

071 

61 1 

£.0 

1  Q 

none 

n  i  a 
U./4 

B 

B 

T  Rowe  Price  Snectrum— Incnmp/Prirp 

1    llvifb    1    Hub    jpblrll  UMI      IIILfUIMb'l    1  1  L- G 

9.0 

6.2 

1,606 

8  0 
o.u 

j.j 

none 

0.78 

C 

C 

T  Rowp  Prirp  IK  Trpa^iirv  Intprmeri/Prirp 

1    liUHv  I  1  Ibb  Uw    II  bdJUl  1   1 1 1  IB  1  illGU'  1  IIUC 

5.9 

6.1 

181 

4  1 

3  ? 

none 

0.66 

A 

D 

Princor  Bond  Fund-A/Princor 

7.9 

7.3 

127 

10.9 

NA 

4.75 

0.95  a 

B 

........ 

D 

Princor  Government  Sees  Income-A/Princor 

6.7 

6.7 

262 

?fi  fi 

fi  n 

o.u 

4.75 

0.86 

....... 

D 

Prudential  Government  Income-A/Prudential 

b.i 

c  c 
0.0 

1  i  c  n 

1,250 

9  fi 

J.O 

5  5 

4.UU 

n  on  o 

u.yu  a 

B 

Prudential  Structured  Maturitv-A/Pruripntial 

6.0 

6.4 

153 

1  1 

0. 1 

L.L 

3.25 

0.86  a 

C 

D 

Putnam  American  Govt  Inc-A/Putnam 

5.8 

5.9 

1,618 

A  8 

4.75 

0.95 

c 

B 

...... 

Putnam  US  Govt  Income-A/Putnam 

6.0 

6.2 

3,536 

8.7 

4.6 

4.75 

0.88 

D 

Schwab  Short/I ntermed  Govt  Bond/Schwab 

5.2 

6.0 

127 

2.7 

NA 

none 

0.49  a 

C 

C 

......... 

Scudder  GNMA  Fund/Scudder 

6.0 

6.5 

390 

9.4 

4.3 

none 

0.96 

B 

Scudder  Income  Fund/Scudder 

7.3 

6.0 

603 

10.7 

5.0 

none 

0.98 

D 

A 

ouuuoer  ^non  lerm  oono/ocuaaer 

c  n 
O.U 

1  77C 

3.0 

2.3 

none 

n  an 

U.oU 

C 

C 

SB-US  Government  Securities-A/Smith  Barney 

6.4 

6.5 

314 

16.0 

NA 

4.50 

0.79 

B 

0 

SB  Invest-Government  Secs-A/Smith  Barney 

6.5 

6.3 

473 

5.0 

NA 

4.50 

0.93 

Five-year  return  6/30/92  through  6/30/97.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period,  a:  Net  of  absorption  of  expenses  by  fund  sponsor. 
NA:  Not  applicable  or  not  available.  'Flat  fee  of  $35  on  initial  investment  and  monthly  $1.50  maintenance  fee. 
Sources:  Forbes;  Upper  Analytical  Services,  Mormngslar.  Inc 
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Someday,  well  all  invest  this  way: 


15  YEARS  AGO,  WE  CREATED  ONLINE 
INVESTING  WITH  ONE  PURPOSE  IN  MIND: 
To  give  the  individual  investor  more  power 
and  control.  To  put  the  tools  of  investing 
into  your  hands.  Now,  millions  of  transactions 
later,  E*TRADE  is  continuing  to  topple 
the  old  ways  of  doing  things. 


The  tools  of  the  trade. 


YOU  GET  FREE  QUOTES,  CHARTS,  EARNING 

ESTIMATES  and  up-to-the-minute  news. 
Equally  important,  we  give  you  the  tools  to 
easily  customize  this  information  for  your 
own  personal  needs. 


From  $14.95  a  trade. 
Because  you're  in  this  to  make  money. 


At  E*TRADE,  we  offer  drastically 
lower  prices  than  traditional  —  or  even 
discount  —  brokers.  What's  more,  you 

www.etmde.com 

Call  1-800-STOCKS-3 


can  place  trades  24  hours  a  day  —  by 
phone  or  PC.  And  you  can  access  our  Web 
site  directly  through  AOL,  CompuServe, 
Prodigy,  MSN  or  WebTV. 


Give  your  stockbroker  more  time 
to  think  up  those  sick  jokes. 


IF  YOU'RE  FED  UP  with  high  commissions, 
tired  of  inconvenient  hours  or  frustrated 
by  limited  research  and  analysis,  call 
1-800-STOCKS-3  for  a  free  information  kit. 
Or  visit  our  Web  site  at  www.etrade.com. 


You  do  the  math.  Compare: 


)  e.Schwab  Schwab   Merrill  Lynch 


Trade  by  phone 

800  listed  shares  @  $20 

$117.36 

$117.36 

$324.00 

Trade  via  PC 

800  Nasdaq  shares  @  $20 

$29.95 

$104.32 

Not 
Available 

Price  Charts  and 

Free 

Free 

Free 

fast-breaking  news 

Free  access  to  fundamental 

Limited 

Limited 

Unlimited 

data  and  earnings  estimates 

Some  firms  may  offer  discounts  and  services  not  available  at  E*TRADE.  Limit  and  stop  orders  are  $19.95.  For  listed 
orders  over  5,000  shares,  add  1  c/share  to  the  entire  order  Add  $15  for  broker-assisted  trades.  Orders  execute  during 
market  hours.  Comparative  rates  are  based  on  a  6/30/97  phone  survey.  No  connect  fees  for  web  access.  Direct 
modem  and  Touchtone  connect  fees  are  27c/mmute,  but  with  12  free  minutes  per  trade,  you  may  pay  nothing. 
©  1997  E*TRADE  Securities,  Inc.  Member  NASD,  SIPC.  MFRBS9? 


TRADE 


Someday,  we'll  all  invest  this  way. 


Tax-Free  Income 
Every  Month. 


Municipal 
Investment  Trusts 


Imagine  this.  Twelve  times  a  year, 
Uncle  Sam  gives  you  a  nice  little  present. 
He  lets  you  keep  all  of  the  investment 
income  you've  earned  completely  free  of 
federal  tax. 

Sound  too  good  to  be  true?  Not  if 
you  put  your  money  into  these  tax-free 
funds.  They  invest  in  municipal  bonds  that 
help  finance  state  projects,  so  the  monthly 
income  you  receive  from  them  is  100% 
federally  tax  exempt— which  means  you  get 
to  keep  more  of  everything  you've  earned. 

The  funds  offer  you: 

•  A-rated  bonds 

•  Income  reinvestment  for  tax-free 
compounding 

•  Maturities  from  5  to  25  years 

•  100%  federally  tax-free  income 

•  $1,000  minimum  investment 

Call  today  for  a  free  prospectus 
and  a  copy  of  the  Defined  Guide 
to  Tax-Free  Investing. 

1-800-562-2926  ext.  400 


Buy  With  Knowledge. 


E 


efined  Asset  Funds 


Hold  With  Confidence. 


Family  of  funds  offered  by 

Merrill  Lynch 
Smith  Barney 
PaineWebber 
Prudential  Securities 
Dean  Witter 


A  free  prospectus  containing  more  complete  information 
on  any  Municipal  Investment  Trust  Series,  including  all 
charges  and  expenses,  is  available  from  any  of  the  above 
sponsors.  Read  the  prospectus  carefully  before  investing. 

©  1997  Merrill  Lvnch.  Pierce,  tenner  &  Smith  Inc.  Member  S1PC. 
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r|  TAXABLE  BOND  FUNDS 

|  FUND  SURVEY 

Market 

PFRi-flRMflNPF 
l  r.  n  r  u  n  w  n  n  u  l. 

Fund/distributor 

5-year 
annualized 
total 
return 

Yield 

% 

Assets 
6/30/97 
($mil) 

Merrill  lynch  corporate/govt  bond  index 

7.3% 

6.8% 

Forbes  taxable  bond  fund  composite 

6.7% 

6.1% 

F 

A+ 

Smith  Breeden-Short  Dur  US  Govt/Smith  Breeden 

5.4  % 

5.2% 

$111 

B 

Spartan  Ginnie  Mae/Fidelity 

6.3 

C  1 

fa./ 

492 

C 

C 

Spartan  Government  Income/Fidelity 

6.0 

fa.b 

256 

Spartan  Investment  Grade  Bond/Fidelity 

  * 

fa.  J 

469 

n 
U 

B 

Spartan  Limited  Maturity  Govt/Fidelity 

5.8 

0.0 

686 

Spartan  Short-Term  Bond/Fidelity 

—  * 

C  A 

b.4 

267 

SSGA  Yield  PlusVRussell 

—  * 

C  A 

5.4 

779 

........ 

C 

Stagecoach  GNMA  Fund-A/Stagecoach 

6.3 

C  0 

b.o 

151 

B 

C 

Standish  Fixed  Income/Standish 

7.7 

/.I 

2,874 

n 
D 

C 

SteinRoe  Income  Fund/Stein  Roe 

8.4 

7  1 
/ .  1 

376 

B 

C 

SteinRoe  Intermediate  Bond/Stein  Roe 

7.0 

fa. 9 

329 

D 

A+ 

Strong  Advantage  Fund/Strong 

6.5 

C  1 

b.I 

1,690 

A 

B 

Strong  Corporate  Bond/Strong 

10.7 

6.9 

333 

B 

C 

Strong  Government  Securities/Strong 

7.9 

b.3 

695 

h 
D 

A+ 

Strong  Short-Term  Bond/Strong 

6.5 

7  1 
/ .  1 

1,249 

D 

B 

Thornburg  Limited  Term  US  Govt-A/Thornburg 

5.6 

C  1 

b.I 

138 

A 

...  . 

United  Bond  Fund-A/Waddell 

7.6 

C  0 

6.3 

508 

B 

D 

United  Government  Secs-A/Waddell 

6.8 

C  1 

b.I 

129 

C 

B 

USAA  Invest-GNMA  Trust/USAA 

6.8 

b.9 

312 

a 

A 

D 

USAA  Mutual-lncome/USAA 

7.4 

0.0 

1,632 

USAA  Short-Term  Bond/USAA 

—  * 

C  1 

b.I 

128 

c 

D 

Value  Line  US  Government  Sees/Value  Line 

4.7 

b.y 

.187 

Vanguard  Admiral— l-T  US  Treasury/Vanguard 

  * 

C  A 

b.4 

680 

Vanguard  Admiral-L-T  US  Treasury/Vanguard 

  * 

c  c 
b.b 

223 

Vanguard  Admiral-S-T  US  Treasury/Vanguard 

  * 

J.O 

649 

Vanguard  Bond  Index— l-T  Bond/Vanguard 

  * 

6.7 

562 

Vanguard  Bond  Index-S-T  Bond/Vanguard 

  * 

5.9 

448 

B 

C 

Vanguard  Bond  Index-Tot  Bond  Mkt/Vanguard 

7.0 

6.5 

4,103 

C 

B 

Vanguard  Fixed  Inc-GNMA/Vanguard 

6.9 

7.0 

7,831 

Vanguard  Fixed  Inc-I-T  Corp/Vanguard 

—  * 

b.b 

664 

A 

D 

Vanguard  Fixed  Inc-I-T  US  Treas/Vanguard 

7.2 

6.2 

1,303 

A+ 

F 

Vanguard  Fixed  Inc-L-T  Corp/Vanguard 

8.7 

.......... 

7.0 

3,324 

A+ 

F 

Vanguard  Fixed  Inc-L-T  US  Treas/Vanguard 

6.6 

883 

D 

A 

Vanguard  Fixed  Inc-S-T  Corp/Vanguard 

6.1 

6.1 

4,560 

D 

B 

Vanguard  Fixed  Inc-S-T  Federal/Vanguard 

5.7 

6.1 

1,361 

D 

B 

Vanguard  Fixed  Inc-S-T  US  Treas/Vanguard 

5.6 

5.7 

984 

A 

c 

Vanguard  Preferred  Stock/Vanguard 

9.2 

6.7 

309 

......... 

c 

VanKamp  Amer  US  Govt-A/Van  Kampen 

6.0 

7.2 

2,743 

......... 

c 

Victory-Government  Mortgage/Bisys 

6.5 

6.4 

104 

Victory-Intermediate  Income/Bisys 

—  * 

5.9 

259 

B 

D 

Vista  US  Treasury  Income-AVVista 

5.9 

5.9 

108 

C 

B 

Warburg  Pincus  Fixed  Inc-Common/Warburg 

7.7 

6.0 

204 

......... 

D 

WPG  Government  Securities/Weiss 

4.7 

5.6 

118 

Five-year  return  6/30/92  through  6/30/97.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full 
period,  a:  Net  of  absorption  of  expenses  by  fund  sponsor.  NA:  Not  applicable  or  not  available.  'Formerly 
Seven  Seas  Yield  Plus.  2Annual  $10  account  maintenance  fee.  formerly  Vista  US  Government  Income. 

Rules,  page  1S2.  Distributor  table,  page  257. 
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Weighted  average        Maximum  Annual 
maturity    duration        sales  expenses 
(years)      (years)        charge  per 

$100 


$0.71 


U.J 

U.J 

none 

tfl  7fi  a 

7.2 

4.3 

none 

0.65 

8.5 

4.8 

none 

0.60 

8.2 

4.7 

none 

0.60  a 

4.6 

3.0 

none 

0.65 

9  9 

1  7 
1./ 

none 

U.o  1 

NA 

0.3 

none 

0.38 

9.2 

4.3 

4.50  % 

0.82  a 

8.6 

5.1 

none 

0.38 

7.6 

5.2 

none 

0.83 

8  A 

A  7 

none 

n  79 

U.  /  L 

0.6 

0.6 

none 

0.79 

10.6 

5.6 

none 

0.96 

7.5 

4.6 

none 

0.82 

1.9 

1.7 

none 

0.85 

3 

j.j 

1 1 
j.  i 

c.  ou 

l  nn 

l.UU 

NA 

4.8 

5.75 

0.78 

NA 

4.8 

4.25 

0.91 

9.1 

4.1 

none 

0.28 

10.9 

6.3 

none 

0.37 

9  <; 

L.J 

9  1 
CI 

none 

u.du  a 

8.9 

4.9 

none 

0.66 

7.3 

5.3 

none 

0.15 

20.6 

9.7 

none 

0.15 

2.3 

2.1 

none 

0.15 

7  R 

3.4 

none 2 

n  9n 
u.zu 

2.4 

2.3 

none 2 

0.20 

8.8 

4.7 

none  2 

0.20 

7.7 

4.8 

none 

0.27 

7.4 

5.3 

none 

0.25 

7  /I 
/  .4 

c,  ") 
j.j 

none 

n  9^ 

\).L  J 

21.4 

8.7 

none 

0.28 

20.6 

9.7 

none 

0.25 

2.6 

2.2 

none 

0.25 

2.5 

2.1 

none 

0.25 

2.3 

2.1 

none 

0.25 

20.2 

NA 

none 

0.38 

6.1 

5.4 

4.75 

0.90 

10.6 

6.4 

4.75 

0.84 

7.2 

4.8 

4.75 

0.96  a 

8.0 

NA 

4.50 

0.90  a 

8.6 

4.2 

none 

0.75  a 

4.7 

3.3 

none 

0.85 

Sources:  Forbes;  Upper  Analytical  Services;  Mornlngstar,  Inc. 
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■H  1 

I  Devon  Fund 

BETWEEN  GROWTH  AND 
VALUE  LIES  OPPORTUNITY. 

Through  Devon  Fund's  unique  growth  and  value  strategy — buying 
dividend-paying  storks  before  the  average  growth  fund  anil  selling 
them  later  than  the  typieal  value  fund — opportunity  knocks. 

If  the  opportunity  for  strong,  long-term  total  return  with  reduced 
volatility  is  attractive  to  you,  focus  your  attention  on  Devon  Fund 
from  Delaware  Group. 

Delaware  Group  has  been  managing  money  for  investors  for  over 
68  years.  Call  your  financial  adviser  or  Delaware  Group  today  for 
a  Devon  Fund  Information  Kit. 

1-800-552-6021 


The  prospectus  contains  more  complete  information 
including  charges  and  expenses,  and  should  be 
carefully  read  before  investing  or  sending  money. 
©  Delaware  Distributors,  L.P. 
1818  Market  Street.  Philadelphia,  PA  19103 

l^TO-LOAD  and 

'  tax-deferred. 

NEW!  The  Ameritas  No-Load  Variable  Annuity. 

■  No  sales  load 

■  No  surrender  charge 

■  No  tax  on  transfers  among  portfolios 

■  Tax-deferred  accumulation 

■  A  variety  of  investment  options  and 
an  Ameritas  guaranteed  fixed  account. 

■  Flexibility  to  invest  as  much  as  you 
want*  as  often  as  you  like. 

caii    1  -800-555-4599 

todaV'  VERITY 

A  DIRECT-TO-CONSUMEc  SUBSIDIARY 
OF  AMERITAS  LIFE  INSURANCE  CORP 

'Minimum  purchase  $2000.  investment  over  $1  mil  needs  prior  approval.  Form  4080  issued  by  Ameritas  Life  (ALIC). 
Securities  offered  through  Ameritas  Investment  Corp.  (ALIC  affiliate),  Lincoln  NE,  member  SIPC.  Call  800-555-4599 
for  a  prospectus.  Read  it  carefully  for  information  including  expenses  and  limitations  before  sending  money. 
vas     0'her  charges  apply.  Changes  in  market  conditions  can  cause  loss  of  principal.  Sold  in  most  states.  FBS70825 


DELAWARE 
GROUP 


With  investment 
options  from... 


STRONG 


Neubergert&Berman 
Management  Inc! 


EDDnxnn 

Municipal  bond  funds 


Credit  risk  is  one  dimension  to  picking  a  tax-exempt  bond 
fund;  for  more  on  that  score,  see  the  story  on  page  144. 
Interest  rate  risk  is  another.  This  is  signaled  by  the  "dura- 
tion" column  in  the  table.  The  longer  the  duration,  the 
more  sensitive  the  fund  is  to  rate  fluctuations.  In  round 
numbers,  a  five-year  duration  means  that  a  portfolio  will 
move  up  or  down  5%  in  response  to  a  one  percentage 


point  move  in  interest  rates.  A  muni  bond  due  in  2lA  years 
has  a  duration  of  about  two  years  and  will  drop  in  price  by 
4%  if  rates  go  up  by  two  percentage  points. 

Apart  from  finding  a  risk  level  you  can  tolerate,  what 
should  you  look  for  in  a  municipal  bond  fund?  Low  costs. 
Avoid  paying  a  sales  load  and  avoid  paying  more  than  70 
cents  in  annual  expenses  per  $100  of  assets. 


5-year  Yield         Assets         Weighted  average  Maximum  Annual 

annualized  %          6/30/97  maturity      duration  sales  expenses 

total  ($mil)  (years)       (years)  charge  per 

return  $100 


Lehman  Brothers  municipal  bond  index         7.1%  5.4% 

Forbes  municipal  bond  fund  composite  6.5%         5.2%  $0.72 


c 

C 

AAL  Municipal  Bond-A/AAL 

6.6% 

4.7% 

$431 

18.2 

9.0 

4.00  % 

$0.89 

A 

D 

AARP  T-F  Income-Insured  Genl  Bond/Scudder 

6.6 

4.8 

1,696 

11.0 

7.2 

none 

0.66 

D 

B 

AIM  Municipal  Bond-A/AIM 

6.3 

5.2 

314 

12.5 

4.5 

4.75 

0.80 

D 

A 

AIM  Tax-Free  Intermed  Shares/AIM 

5.7 

4.7 

186 

4.6 

3.6 

1.00 

0.56 

B 

C 

...... 

Alliance  Muni  Income-Calif-A/Alliance 

7.2 

5.4 

699 

26.4 

9.6 

4.25 

0.77  a 

A+ 

Alliance  Muni  Income-Natl-A/Alliance 

7.2 

5.4 

604 

26.5 

8.0 

4.25 

0.69  a 

A 

D 

Alliance  Muni  Income-New  York-A/Alliance 

6.9 

5.5 

309 

27.0  ■ 

9.4 

4.25 

0.64 

C 

.......... 

Amer  Century-Benham  Calif  Muni  Hi-Yld/Amer  Century 

........... 

5.7 

191 

20.8 

1.2 

none 

0.50 

A 

.......... 

....... 

.......... 

Amer  Century-Benham  Calif  T-F  Ins/Amer  Century 

7.1 

5.2 

188 

m 

8.0 

none 

0.48 

......... 

Amer  Century-Benham  Calif  T-F  Inter/Amer  Century 

6.2 

4.8 

431 

8.3 

5.4 

none 

0.47 

A+ 

Amer  Century-Benham  Calif  T-F  Ltd/Amer  Century 

4.6 

4.2 

122 

3.7 

2.7 

none 

0.49 

B 

C 

Amer  Century-Benham  Calif  T-F  L-T/Amer  Century 

7.2 

5.3 

303 

19.4 

7.7 

none 

0.47 

""if" 

C 

.......... 

Atlas  California  Muni  Bond-A/Atlas 

6.3 

4.8 

180 

19.6 

6.9 

3.00 

0.96 

D 

Bernstein  California  Muni/Bernstein 

5.7 

4.3 

366 

6.5 

4.9 

none 

0.67 

Market 
Performance 


Up  Down 


Fund/distributor 


Five-year  return  6/30/92  through  6/30/97.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period,  a-.  Net  of  absorption  of  expenses  by  fund  sponsor. 
Sources:  Forbes;  Upper  Analytical  Services,-  Morningstar,  Inc. 

Rules,  page  162.  Distributor  table,  page  257. 
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MUNICIPAL  BOND  FUNDS 


FUND  SURVEY 


Market 
Performance 

Fund/distributor 

5-year 
annualized 
total 
return 

Yield 

nJOUl J 

6/30/97 

'.4111111/ 

Weighted  average 

Maximum 
sales 

rharpp 

Annual 

Up 

Down  1 

% 

nidiuriiy 
(years) 

uurdtiuii 
(years) 

expenses 
per 
$100 

E2I 

Lehman  Brothers  municipal  bond  index 

7.1% 

5.4% 

Forbes  municipal  bond  fund  composite 

6.5% 

5.2% 

$0.72 

D 

A 

Bernstein  Diversified  Muni/Bernstein 

5.7% 

4.4% 

$1,030 

9.6 

4.6 

none 

$0.66 

....... 

A 

Bernstein  New  York  Muni/Bernstein 

5.7 

4.6 

630 

C  ft 

b.4 

ft  Ci 

4.9 

none 

0.65 

Boston  1784  Mass  Tax-Exempt  Inc/SEI 

 * 

4.6 

152 

8.4 

6.4 

none 

0.79  a 

Boston  1784  T-E  Medium-Term  Inc/SEI 

 * 

4.9 

256 

7.1 

6.7 

none 

0.80  a 

"  A+" 

F 

California  Tax-Free  Income/California  Inv 

6.9 

4.7 

196 

14.0 

9  n 

none 

0.59 

F 

A+ 

Calvert  Tax-Free  Reserves-Ltd-A/Calvert 

4.1 

4.0 

524 

4.6 

0.9 

1.00  % 

0.70  a 

D 

A 

Churchill  T-F  Fund  of  Kentucky-A/Aquila 

6.2 

5.5 

221 

16.2 

5.7 

4.00 

0.72 

C 

C 

Colonial  Calif  Tax-Exempt-A/Colonial 

6.2 

5.0 

355 

7  c 

l.b 

4.75 

0.88 

B 

D 

Colonial  Conn  Tax-Exempt-A/Colonial 

6.5 

5.1 

157 

16.4 

6.8 

4.75 

0.59  a 

B 

C 

Colonial  Mass  Tax-Exempt-A/Colonial 

6.9 

5.2 

238 

19.2 

7.2 

4.75 

0.90 

B 

D 

Colonial  New  York  Tax-Exempt-A/Colonial 

6.3 

5.5 

102 

20.3 

7.4 

4.75 

0.65  a 

B 

D 

Colonial  Ohio  Tax-Exempt-A/Colonial 

6.2 

4.9 

111 

17.5 

7.5 

4.75 

0.88  a 

c 

c 

Colonial  Tax-Exempt-A/Colonial 

6.1 

5.5 

2,999 

21.1 

7.3 

4.75 

0.99 

B 

B 

Columbia  Municipal  Bond/Columbia 

6.0 

4.9 

390 

12. U 

b.b 

none 

0.57 

B 

B 

Composite  Tax-Exempt  Bond-A/Murphey 

6.6 

4.9 

199 

17.2 

7.4 

4.00 

0.78 

A 

B 

Dean  Witter  M-S  Muni-Calif'/Dean  Witter 

6.8 

5.1 

104 

20.1 

NA 

4.00 

0.59 

C 

C 

Dean  Witter  Tax-Exempt  SecsVDean  Witter 

6.5 

5.4 

1,122 

18.2 

6.7 

4.00 

0.48 

B 

A 

Delaware  Group  Tax-Free  Penn-A/Oelaware 

6.3 

5.4 

965 

11.7 

6.7 

3.75 

0.91 

D 

A 

Delaware  Group  Tax-Free  USA-A/Delaware 

6.0 

5.7 

662 

10.0 

6.1 

3.75 

0.95 

C 

B 

Delaware-Voyageur  Minn  Insured-AVDelaware 

6.6 

4.9 

299 

^o  ft 
10.4 

7  ft 

1 A 

3.75 

0.92  a 

B 

B 

Delaware-Voyageur  T-F  Arizona  lns-A2/Delaware 

7.0 

4.7 

196 

18.6 

8.1 

3.75 

0.84  a 

B 

B 

Delaware-Voyageur  T-F  Coiorado-AVDelaware 

7.4 

5.1 

355 

12.4 

8.0 

3.75 

0.81  a 

A 

D 

Delaware-Voyageur  T-F  Florida  lns-A2/Delaware 

7.1 

4.9 

173 

22.8 

7.8 

3.75 

0.87  a 

.......... 

B 

Delaware-Voyageur  T-F  Minn-A2/Delaware 

6.6 

5.0 

425 

13.3 

8.3 

3.75 

0.91  a 

B 

B 

Dreyfus  Calif  Intermed  Muni/Dreyfus 

6.4 

4.4 

206 

8.8 

6.3 

none 

0.78  a 

...... 

C 

Dreyfus  Calif  Tax-Exempt  Bond/Dreyfus 

5.3 

5.0 

1,322 

1  o  c 

ly.o 

Q  K 

O.J 

none 

0.74 

.......... 

.......... 

Dreyfus  Conn  Intermed  Muni  Bond/Dreyfus 

6.3 

4.4 

128 

83 

......... 

none 

0.78  a 

C 

C 

Dreyfus  Florida  Intermed  Muni  Bond/Dreyfus 

6.4 

4.5 

351 

7.7 

5.9 

none 

0.80 

A 

F 

Dreyfus  Insured  Muni  Bond/Dreyfus 

5.3 

4.9 

194 

23.7 

7.8 

none 

0.80  a 

B 

B 

Dreyfus  Intermed  Muni  Bond/Dreyfus 

6.2 

5.0 

1,372 

9.3 

6.3 

none 

0.74 

c 

c 

Dreyfus  Mass  Tax-Exempt  Bond/Dreyfus 

6.2 

5.2 

151 

21.7 

8.8 

none 

0.80 

.......... 

c 

Dreyfus  Municipal  Bond/Dreyfus 

6.1 

5.4 

3,425 

O  1  Q 
£1.3 

7  1 
/.I 

none 

0.71 

C 

B 

Dreyfus  NJ  Intermed  Muni  Bond/Dreyfus 

6.3 

4.4 

215 

7.7 

5.9 

none 

0.78 

.......... 

.......... 

Dreyfus  NJ  Municipal  Bond/Dreyfus 

6.3 

5.3 

578 

18.3 

8.4 

none 

0.80  a 

c 

D 

Dreyfus  NY  Tax-Exempt  Bond/Dreyfus 

6.0 

5.0 

1,641 

17.7 

9.0 

none 

0.75 

B 

B 

Dreyfus  NY  T-E  Intermed  Bond/Dreyfus 

6.2 

4.6 

358 

8.8 

6.6 

none 

0.80  a 

p 

V 

If 

Dreyfus  Premier  Calif  Muni  Bond-A/Dreyfus 

6.7 

5.0 

184 

18.6 

7.8 

4.50 

0.92 

B 

B 

Dreyfus  Premier  Muni  Bond-A/Dreyfus 

7.0 

5.7 

563 

21.5 

7.5 

4.50 

0.91 

A 

D 

Dreyfus  Premier  New  York  Muni  Bond-A/Dreyfus 

7.0 

4.8 

212 

17.6 

9.3 

4.50 

0.92 

c 

B 

Dreyfus  Premier  State  Muni-CT-A/Dreyfus 

6.7 

5.2 

371 

20.4 

8.6 

4.50 

0.93 

C 

C 

Dreyfus  Premier  State  Muni-Florida-A/Dreyfus 

6.4 

•  5.3 

233 

22.9 

8.2 

4.50 

0.92 

C 

B 

Dreyfus  Premier  State  Muni-MD-A/Dreyfus 

6.7 

5.2 

313 

23.0 

8.5 

4.50 

0.90 

Five-year  return  6/30/92  through  6/30/97.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  tor  full  period,  a:  Net  ot  absorption  of  expenses  by  fund  sponsor. 
NA:  Not  applicable  or  not  available.  'Converted  to  multiclass  format  July  28,  1997.  formerly  Voyageur  Funds. 
Sources:  Forbes;  Upper  Analytical  Services;  Mormngstar,  Inc. 

Rules,  page  182.  Distributor  table,  page  257. 
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□ 

0 

MUNICIPAL  BOND  FUNDS 

FUND  SURVEY 

Market 
Performance 

Fund/distributor 

5-year 
annualized 
total 

Yield 

% 

Assets 
6/30/97 
($mil) 

Weighted  average 

maturitu  Hiir-atinn 

Maximum 
sales 
charge 

Annual 
expenses 
per 
$100 

Up 

Down  1 

(years) 

(years) 

return 

Lehman  Brothers  municipal  bond  index 

7.1% 

5.4% 

Forbes  municipal  bond  fund  composite 

6.5% 

5.2% 

$0.72 

B 

B 

Dreyfus  Premier  State  Muni-Michigan-A/Dreyfus 

7.2% 

5.2% 

$176 

18.2 

7.4 

4.50  % 

$0.91 

p 

R 
D 

Dreyfus  Premier  State  Muni-Minn-A/Dreyfus 

6.5 

5.4 

156 

19.0 

6.2 

4.50 

0.91 

P 
U 

D 
D 

Dreyfus  Premier  State  Muni— Ohio-A/Dreyfus 

6.8 

5.3 

290 

lo.U 

7  1 
11 

4.50 

0.91 

D 
D 

P 
U 

Dreyfus  Premier  State  Muni— Penn-A/Dreyfus 

7.2 

5.1 

275 

21.5 

7.7 

4.50 

0.92 

A+ 

P 

11  foi/f i i  e  Pramior  Ct^to  Muni  Virfrinid.A/nrowfiic 

uieyuis  rfcfiiicr  oidic  iviuiii — viigiiiid-H/uicyiuo 

7  3 

J.J 

22.9 

9.9 

a  sn 

4.  JU 

U. O J  6 

c 

r 

A, 
M+ 

n   .jiif iic  Chnri   1  nto  rrr>  o  H  Mum  Rnnrl /H rowf i i c 

utcyius  onuri-inicriHcu  iviuiii  Duiiu/uicyiuo 

A  K 
4.0 

A  9 

4.£ 

^na 

jUo 

LA 

9  O 

i.e. 

none 

n  an  a 

U.OU  d 

D 

A 

Dupree-Kentucky  Tax-Free  Income/Dupree 

6.8 

4.8 

327 

17.0 

5.3 

none 

0.63 

f> 
u 

R 

D 

EV  Traditional  California  Munis/Eaton  Vance 

7.7 

5.5 

331 

NA 

NA 

3.75 

0.73 

M 

P 

EV  Traditional  Florida  Munis/Eaton  Vance 

5.6 

5.5 

530 

M  A 

NA 

NA 

3.75 

0.56 

P 
U 

fj 

EV  Traditional  New  York  Munis/Eaton  Vance 

5.2 

5.4 

539 

NA 

NA 

3.75 

0.77 

Pmniro  Ti v  Proc  R n n ft  Promior/Fmniro 
Lllipifc  IdA-rlcc  DUIIU-r  i  cllllcl /Llltpif  c 

A  7 
4.  / 

1  1  8 
110 

20.5 

NA 

none 

n  Q7 

V.J  1 

A 

Vuarnroan  P 1  n  r  i  rl  q  U : n h   1  n r n  mo /Pwornroon 

tvcigiccii  nuiiud  nigii-iiiuunic/Lvcigiccii 

8  1 
o  1 

J.O 

1 

1 00 

19.1 

7.9 

A  7ci 
4.  /  J 

n  87  a 
u.o /  d 

B 

C 

Evergreen  Florida  Muni  Bond-A/Evergreen 

7.0 

5.3 

137 

21.0 

9.5 

4.75 

0.73  a 

Q 

A 

Excelsior  Tax-Ex-lntermed/Edgewood 

6.6 

4.5 

246 

....„.„  .... 

...... ^ 

4.50 

0.58  a 

A+ 

rj 

Excelsior  Tax-Ex-Long-Term/Edgewood 

8.8 

4.6 

114 

21.4 

12.6 

4.50 

0.74  a 

rj 

A 

Excelsior  Tax-Ex-NY  Intermed/Edgewood 

5.8 

4.2 

118 

8.4 

NA 

4.50 

0.72  a 

jj 

A 

rcUcidlcu  IlllclIilcUldlc  IilUIH/rcUcldLcU 

<i  <i 
J.J 

J.U 

99Q 
LL  J 

6.6 

b.l) 

none 

n  <i7  a 
U.J/  d 

n 

u 

a 

o 

rcUcidlcU  (YluniUipdl  octa-H/rcUcldlcU 

J.  J 

<i  R 
J.  J 

1  U4 

13.2 

7.3 

U.j j  d 

D 

D 

p 
b 

Fidelity  Advisor  High  income  Muni-T/Fidelity  Adv 

6.5 

5.4 

447 

16.1 

NA 

3.50 

0.89  a 

A 

o 

Fidelity  Advisor  Muni  Bond-A/Fidelity  Adv 

6.5' 

4.8 

926 

11.7 

 U 

4.25 

0.90 

B 

Fidelity  Aggressive  Municipal/Fidelity 

6.6 

5.9 

847 

14.8 

6.9 

none 

0.58  a 

A 

p 

Fidelity  Calif  Insured  Muni  Income/Fidelity 

6.4 

5.0 

199 

15.5 

7.7 

t 

0.55  a 

B 

c 

Firiolitu  PQlifnrniQ  Muni  Inrnmo/PiHolitw 

nuciiiy  bdiiiuniid  iviuiii  iiibuiiic/nuciiiy 

K  8 

0.0 

J.U 

AQS 
4  JO 

14.4 

i.b 

none 

fl  a 
u.  J  J  d 

jj 

B 

Pirlalitw  1  frl  Torm  Muni  1  n  f  n  m  a /Ci  H  r\  1 1  +w 

riQeiiiy  Liu  ierm  iviuni  incorne/riaeiiiy 

0.0 

J.U 

aan 

ooU 

7.7 

r  -J 

none 

U.JO 

c 

p 

b 

Fidelity  Municipal  Income/Fidelity 

6.4 

5.1 

1,753 

13.1 

7.1 

none 

0.56 

B 

D 

Fidelity  New  York  Insured  Muni  Inc/Fide! ity 

6.5 

4.6 

301 

127 

""'74  " 

t 

0.60 

A 

o 

Fidelity  New  York  Muni  Income/Fidelity 

6.8 

5.0 

406 

14.9 

7.4 

none 

0.59 

A 

p 

Flag  Investors  Managed  Muni-A/Brown 

6.2 

5.0 

1181 

13.7 

8.6 

4.50 

0.90  a 

[nnnHin  Crnnro  flhin  T  C  D  nnrl  A/Pirwr 

Fountain  square  un'u  i-r  uonu-H/Disys 

 * 

A  9 

104 

7.5 

b.l 

a  tin 

4.  DU 

n  7^  a 
U.  /  J  d 

jjj 

A 

rranniin  Miauarna  i-r  inc-i/rranKiin 

C  Q 
0.3 

J.O 

21.0 

5.7 

A  9^ 

4.£  J 

n  71 

U.  /  1 

n 
U 

A 

Franklin  Arizona  T-F  Inc-I/Franklin 

6.8 

5.5 

774 

18.4 

6.9 

4.25 

0.62 

Franklin  Calif  High  Yield  Muni-I/Franklin 

—  * 

 6.'i 

237 

247 

8.8 

4.25 

0.35  a 

D 

A 

Franklin  Calif  Insured  T-F  Inc-I/Franklin 

6.7 

5.4 

1,676 

19.3 

5.6 

4.25 

0.60 

Franklin  Calif  Intermed-Term  T-F  Inc/Franklin 

4.8 

117 

7.4 

5.7 

2.25 

0.45 

D 

A 

PranUlin  Palifnrnia  T  F  Inn  1/FranLlin 
r i  dliTVMII  udmUMHd  I-r  llll>  l/rldllKIMI 

0.0 

o.u 

1  A  1  AO 
14, 14d 

20.2 

6.6 

A  9<i 
4.c  J 

U.JO 

c 

B 

Pranklin  Pnlnrarin  T  C  Inr  1/franLlin 

ridiiMui  buiuiduu  i-r  iiiu-i/rrdiiKHN 

7  1 
/ .  1 

^  r; 
j.j 

LJI 

20.7 

6.9 

A  9<i 

n  71 

U.  /  1 

n 
U 

n 
D 

Franklin  Connecticut  T-F  Inc-I/Franklin 

6.5 

5.6 

196 

18.1 

6.1 

4.25 

0.72 

Franklin  Federal  l-T  T-F  Inc/Franklin 

  * 

5.0 

191 

8.0 

5.8 

2.25 

0.68 

D 

A 

Franklin  Federal  T-F  Inc-I/Franklin 

'6.9 

5.8 

6,985 

19.8 

5.6 

4.25 

0.58 

n 
u 

A 

......... 

Franklin  Florida  T-F  Inc-i/Franklin 

6.9 

5.9 

1,532 

19.1 

6.1 

4.25 

0.60 

D 

Franklin  Georgia  T-F  Inc-I/Franklin 

6.7 

5.4 

145 

18.4 

6.0 

4.25 

0.75 

D 

A 

Franklin  High  Yield  T-F  Inc-I/Franklin 

8.1 

6.4 

4,990 

19.4 

6.6 

4.25 

0.62 

Five-year  return  6/30/92  through  6/30/97.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period.  tClosed  to  new  investors, 
expenses  by  fund  sponsor.  NA:  Not  applicable  or  not  available.  'Includes  sister  fund  ISI  Managed  Municipal. 
Sources:  Forbes:  Upper  Analytical  Services;  Morningstar,  Inc. 

a:  Net  of  absorption  of 

Rules,  page  162.  Distributor  table,  page  257. 
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ADVERTISEMENT  1 


Mutual  Funds  Portfolio 


The  Kaufmann  Fund 

A  Small  Company  Aggressive  Growth  Fund 


#/  Diversified  Fund  Since 
the  Market  Low  of  1987 

—  per  Mutual  Fund  Forecaster* 


Ten- Year  Compounded 
Annual  Return 


FUND 


Kaufmann  Five  -Year  Return  .23.7% 
Kaufmann  One  -Year  Return  .  .8.2% 
Periods  ending  6/30/97 
per  Upper  Analytical  Services 


Lawrence  Auriana  and  Hans  Utsch, 
Portfolio  Co-managers 


#1  Small  Company  Growth  Fund 
For  the  10  Years  Ending  6130197 


per  Lipper  Analytical  Services* 


For  a  prospectus  call:  (800)  346-5263 

*0ut  of  482  open-end  diversified  equity  funds  for  the  period  of  12/4/87  -  6/30/97 

*0ut  of  49  equity  funds  for  the  period  of  6/30/87  -  6/30/97. 
Total  returns  for  periods  ending  June  30,  1997  are  historical  and  include  change  in 
share  price,  reinvestment  of  dividends  and  capital  gains.  There  is  a  0.2%  redemption  fee 
and  a  12b-l  fee  in  excess  of  0.25%.  The  S&P  is  an  unmanaged  index  consisting  of  the 
common  stock  of  500  publicly  traded  U.S.  companies.  The  Russell  2000  Index  consists 
of  2,000  small  and  mid-cap  companies.  For  more  complete  information  including 
charges,  expenses,  and  risks  on  small-cap  stocks  please  read  the  prospectus  carefully 
before  you  invest.  The  performance  cited  represents  past  performance  which  is  not 
indicative  of  future  results;  investment  performance  fluctuates;  fund  shares  when 
redeemed  may  be  worth  more  or  less  than  original  cost.  The  prices  of  small  company 
stocks  are  generally  more  volatile  than  those  of  large  companies. 

The  Kaufmann  Fund,  Inc. 

Fax  (212)  661-2266  •  Internet  -  http://www.kaufmann.com 


f 


Planning  Pays  Off! 


A  professional  financial  adviser 
can  show  you  how. 
For  free  materials  and  the  names  of  advisers 
in  your  area,  call  the 
International  Association  for  Financial  Planning 

888-806-PLAN  (7526) 
Or  visit  www.iafp.ora  on  the  web. 


IAFP 


Forbes  gave  SIFE  an  A  and  a  B. 

Maybe  you  should  give  SIFE  a  call. 

Since  1962  SIFE  has  consistently  provided  exceptional 
returns  to  investors,  with  a  remarkahle 
15  year  AACTR  of  18.37%. 


Call  toll-free  for  more  information  and  a  prospectus. 

1-888-700-7433 

As  with  all  investments  past  performance  is  no 
guarantee  of  future  earnings  or  share  price.  Read 
the  prospectus  carefully  before  invesUng. 
Quoted  Forbes  rating  appeared  in  8/28/96  issue. 


SIFE 


Mkm  Mmn  h  fmmm  tmam 


SIFE,  Inc.  is  the  distributor 
of  SIFE  Trust  Fund 

100  N.  Wiget  Lane, 
Walnut  Creek,  CA 
94598 
www.sife.com 


VALUE  LINE 
ASSET  ALLOCATION  FUND 

Because  Positioning 
Your  Money  in  the  Right  Place 
at  the  Right  Time  Isn 't  Just  Luck. 

Annual  Total  Returns  as  of  period  ended  6/30/97 


One  Year 


Three  Years 


18.71% 


26.17% 


Life  Of  Fund  (Since Inception 8/24/93)  20.70% 

Past  performance  Ls  no  guarantee  of  future  results. 

The  Value  Line  Asset  Allocation  Fund  shifts  its  assets  among  stocks, 
hands  &  money  market  securities  to  maintain  a  "dynamic  " 
asset  class  mix,  using  Value  Line's  acclaimed  quality 
research  and  proprietary  computer  models. 

For  more  information  and  a  prospectus,  call  Value  Line  today  a  < 
1-800-223-0818.  24  hours  a  day;  7  days  a  week. 
WWW.  valueline.com 


VALUE  LINE 

No-Load 
Mutual 
Funds 


Alt  performance  data  is  historical  and  reflects  changes  In  share  price,  reinvested  dividends,  and  is  net  of  expenses. 
Return  and  principal  value  will  vary1  and  shares  may  he  worth  more  or  less  when  redeemed.  For  more  complete  informa- 
tion, including  mtnugeMtni  fees  and  expenses,  call  fur  a  prospectus  Read  it  carefully  before  vou  Invest  or  send  money 
Value  Line  Securities.  Inc  Distributor  ofYalue  Line  Mutual  Funds  No  ! .  ■u.l.  S 1000  minimum  investment 


For  more  information  on  advertising  in  the  next  Mutual  Funds  Portfolio,  contact  Donna  farr  at  212-620-2339 


MUNICIPAL  BOND  FUNDS 


FUND  SURVEY 


Market 

Fund/distributor 

5-year 
annualized 
total 
return 

Yield 

% 

Assets 
6/30/97 
($mil) 

Weighted  average 
maturity  duration 
(years)  (years) 

Maximum 
sales 
charge 

Annual 
expenses 
per 
$100 

Lehman  Brothers  mi  ■nicipal  bond  index 

7.1% 

5.4% 

Forbes  municipal  bond  fund  composite 

6.5% 

5.2% 

$0.72 

D 

A 

Franklin  Insured  T-F  Inc-I/Franklin 

6.5% 

5.6% 

$1,682 

18.2 

5.6 

4.25  % 

$0.60 

D 

B 

Franklin  Louisiana  T-F  Inc-I/Franklin 

6.5 

5.7 

122 

19.0 

5.3 

4.25 

0.76 

C 

B 

Franklin  Maryland  T-F  Inc-I/Franklin 

6.9 

5.4 

201 

20.7 

 7"b 

4.25 

0.73 

D 

A 

Franklin  Mass  Insured  T-F  Inc-I/Franklin 

C  C 

b.b 

C  A 

b.4 

56b 

19.0 

7.7 

A  OC 

47b 

0.68 

D 

B 

3iiUtiii  Mirh  Inciirpri  T-F  Inr-I/Franblin 

rtaMIWIII  IVIIUII  IlloUl  CU  1   r  IIIU   1/ 1  IdllrMIII 

U.J 

j.j 

1  ,  1 J  J 

19.1 

6.1 

4  °S 

n  fi? 

D 

A 

Franklin  Minn  Incnrpri  T-F  Inr-I/Franklin 

fi  1 

U.  1 

S  4 

j.h 

48fi 

HOU 

17.2 

5.0 

4  ?S 

4  .L  J 

fl  fifi 

u.uu 

C 

B 

Franklin  Missouri  T-F  Inc-I/Franklin 

7.1 

5.4 

282 

18.5 

7.2 

4.25 

0.70 

D 

B 

Franklin  New  Jersey  T-F  Inc-I/Franklin 

6.4 

5.5 

607 

19.9 

6^8 

4.25 

0.64 

......... 

C 

Franklin  New  York  Insured  T-F  Inc-I/Franklin 

6.8 

5.2 

262 

22.3 

6.8 

4.25 

0.65 

0 

...... 

Franklin  New  York  T-F  Inc-I/Franklin 

b.l 

b./ 

A  70fi 

21.1 

5.7 

A  OC 

47b 

A  CO 

U.bo 

......... 

......... 

Franklin  North  f^rnlina  T-F  Inr-I/Frankhri 
ridiinnii  nuiui  uaiuinia  i  r  1110  i/i  laUMiii 

fi  7 

j.j 

LI  J 

19.1 

6.8 

4  ?S 

0  711 

D 

B 

Franklin  flhirt  IrKiirpri  T-F  lnr-l/f-ranklin 

riallfMIII  UIIIU  iIIjUI  CU  1   r   IIIU   l/l  lallrMIII 

6.6 

J. 4 

19.1 

6.1 

4  ?S 

0  fi4 

U.U4 

D 

B 

Franklin  Oregon  T-F  Inc-I/Franklin 

6.4 

5.4 

403 

17.7 

5.6 

4.25 

0.66 

b 

A 

Franklin  Pennsylvania  T-F  Inc-I/Franklin 

7.0 

5.7 

687 

18.8 

6.0 

4.25 

0.64 

D 

......... 

B 

Franklin  Puerto  Rico  T-F  Inc-I/Franklin 

6.6 

5.6 

198 

20.6 

6.1 

4.25 

0.73 

A 

Franklin  Texas  T-F  Inc-I/Franklin 

C  O 

6.8 

C  O 

5.8 

1  OO 

128 

19.6 

6.3 

4.zb 

A  7C 

0./5 

""if" 

B 

...... 

Franklin  Uiromin  T-F  Inr-I/Franklin 
r  i  a ii mm  v  n  giiiia  I  r  iiiui/riaurwiii 

fi  8 

0.0 

fi  fi 

j.j 

JUO 

20.4 

6.6 

n  fit) 

U.D  J 

B 

fipnpral  Palif  Mnnirinal  Rnnri/DrpufiK 

6.8 

5.2 

288 

19.7 

0 

noriG 

0.75 

B 

D 

General  Municipal  Bond/Dreyfus 

6.3 

5.3 

657 

21.9 

6.5 

none 

0.88 

B 

D 

General  NY  Municipal  Bond/Dreyfus 

6.5 

5.0 

299 

2L1 

9.7 

none 

0.91 

B 

B 

Hancock  Calif  Tax-Free  Inc-A/Hancock 

7.2 

5.4 

378 

22.4 

8.1 

4.50 

0.75  a 

A+ 

F 

Hancock  Tax-Free  Bond-A/Hancock 

7.1 

5.6 

797 

21.1 

8.6 

4.50 

0.85  a 

D 

B 

......... 

Hawaiian  Tav-Frpp  TriKt-A/Annila 
Hawaiian  ioa  rice  MUM  H  ■  \  .'..,<  1  c 

fi  1 

fi  1 

J.  1 

fisn 

U  JU 

14.5 

7.2 

4  fin 

0.73 

C 

Hpartlanri  Rrnnn— Wi^rnn^in  T-F/HpartlanH 

ileal  llallU  uiuuu    ifloUUllolll  l  if  l  leal  LlallU 

fi  9 

s  n 

J.U 

19fi 

1  d  J 

19.4 

11.1 

none 

0.81 

D 

B 

IDS  California  Tax-Exempt-A/Amer  Express 

6.2 

5.4 

242 

21.5 

7.0 

5.00 

0.80 

D 

......... 

B 

IDS  High  Yield  Tax-Exempt-A/Amer  Express 

6.2 

5.9 

5,896 

20.7 

 ii 

5.00 

0.70 

D 

IDS  Insured  Tax-Exempt-A/Amer  Express 

6.3 

5.3 

494 

21.8 

72 

5.00 

0.74 

D 

B 

IDS  Minnesota  Tax-Exempt-A/Amer  Express 

6.3 

5.7 

399 

21.7 

7.5 

5.00 

0.80 

D 

B 

in^  Now  VnrU  Tav  Pvomnt  A/Amor  Fv^rocc 
iUO  HCW  TUlft  IdA-CAClllpl-n/nlMcl  LXpiCoo 

R  R 
J.J 

1 1 L, 
ii  j 

21.2 

7.3 

J.uU 

n  89 

U.0<1 

A 

0 

IR*v  Tav-Fvpmnt  RnnH-fi/Amor  Fynrp^c 

IUO  l  On   LACIIIUl  DUMU  n/nlllcl   L  A  (J  1  Coo 

fi  i 

0.4 

fi  1 
J.  1 

1  f)93 

1  ,\jL  J 

19.4 

 i.b" 

J.UU 

u.  /  J 

C 

C 

Invesco  T-F  Long-Term  Bond/lnvesco 

6.2 

4.4 

221 

18.2 

9.1 

none 

0.91  a 

A 

.......... 

ISI  Managed  Municipal/ISI 

6.2 

5.0 

"'118' 

13.4 

8.6 

4.45 

0.90  a 

D 

A 

JPM  Pierpont  Tax-Exempt  Bond/JP  Morgan 

5.9 

4.6 

367 

9.0 

5"6 

none 

0.66 

C 

C 

Kemper  California  T-F  income-A/Kemper 

6.6 

5.0 

1,021 

17.2 

7.0 

4.50 

0.78 

A 

D 

Kpmnpr  Flnriria  T-F  Inrnmp-A/'Kpmnpr 

7  9 

H.  J 

1  U4 

16.0 

7.0 

4  50 

0.84 

A 

D 

Kpp>              r  i  na  1  Rnnri-fi/Kpm  npr 

7  (1 
/  .u 

fi  3 

J.o 

"?  91 1 

0  ,L  1  1 

2L5  " 

7.0 

4.50 

0.68 

C 

B 

Kemper  New  York  T-F  Income-A/Kemper 

6.8 

5.1 

286 

15.7 

6.5 

4.50 

0.83 

c 

D 

Keystone  Tax-Free/Evergreen 

5.6 

5.1 

1,412 

18.9 

8.2 

4.00  b 

0.87 

A 

D 

Lebenthal  New  York  Muni  Bond/Lebenthal 

7.2 

5.1 

124 

9.0 

6.6 

4.50 

0.89 

C 

B 

Legg  Mason  Maryland  T-F  Inc-P/Legg  Mason 

6.7 

5.1 

148 

16.9 

NA 

2.75 

0.58  a 

......... 

Limited  Term  T-E  Bond  of  America/American  Funds 

* 

4.7 

200 

8.3 

4.5 

475 

0.74  a 

D 

Lord  Abbett  Calif  T-F  Inc-A/Lord  Abbett 

5.7 

5.3 

275 

6.0 

NA 

4.75 

0.86 

Five-year  return  6/30/92  through  6/30/9/.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period,  a:  Net  of  absorption  of  expenses  by  fund  sponsor, 
b:  Includes  back-end  load  that  reverts  to  distributor.  NA:  Not  applicable  or  not  available.  'Includes  sister  fund  Flag  Investors  Managed  Municipal. 
Sources:  Forbes;  Upper  Analytical  Services;  Morningstar,  Inc. 

Rules,  page  162.  Distributor  table,  page  257. 
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FREE  INFORMATION 


THE  ADVERTISERS  APPEARING 
IN  THIS  EDITION  OF  FORBES 
WOULD  LIKE  TO  SEND  YOU 
MORE  INFORMATION  ABOUT 
THEIR  PRODUCTS/SERVICES. 


Advertisers  are  listed  by  number.  Simply  circle  the  number(s)  on  the 
attached  post-paid  card  of  the  advertiser(s)  you're  interested  in.  If  the  card 
is  missing,  circle  the  number(s)  on  this  page  and  mail  it  to  Forbes  Reader 
Service  Center,  650  South  Clark,  Chicago,  IL  60605-9912  or  fax  it  to  312-922-3165. 


AREA  DEVELOPMENT 


1.  FONATUR  Mexico:  Investments 
1-888-366-2887 


BUSINESS  TO  BUSINESS 


2.  Hyundai  Group 

3.  Odebrecht 

4.  Toyota  in  America 


5. 
6. 


9. 

10. 

11. 
12. 

13. 


FINANCIAL  SERVICES 


A I  M  Distributors,  Inc. 
American  Century  Investments 
1-800-345-2021 
www.americancentury.com* 
American  Express  Financial  Advisors 

American  Express  Small  Business  Services 

www.americanexpress.com/smallbusiness 

1-800-SUCCESS 

Bank  Julius  Baer 

www.juliusbaer.com 

Charles  Schwab  &  Co.,  Inc.  AdvisorSource 

1-800-330-6756 

Dana  Commercial  Credit 

Defined  Asset  Funds  ™  -  Municipal 

Investment  Trusts  1-800-562-2926 

ext.  401 

Delaware  Group  1-800-552-6021 


14.  E*TRADE  Securities,  Inc. 
1-800-ST0CKS-3  www.etrade.com 

15.  Franklin  Mutual  Series  Funds 
1-800-FRANKLIN  ext.  P339 

16.  GT  Global,  Inc.  1  -800-2  GLOBAL 

17.  Jack  White  &  Company 

18.  Janus  Funds  1-800-525-8983  ext.  467 

19.  Merrill  Lynch  1-800-MERRILL  ext.  1700 

20.  Principal  Financial  Group 

21.  Prudential  Investments 
1-800-THE-R0CK  ext.  7500 

22.  Robertson  Stephens  &  Co. 
1-800-766-3863  ext.  844 

23.  T.  Rowe  Price  Equity  Income  Fund 
1-800-541-6627  www.troweprice.com 

24.  T.  Rowe  Price  Family  of  Funds 
1-800-541-6628  www.troweprice.com 

25.  Veritas/Ameritas  Life  &  No-Load 
Annuity  1-800-555-4599 

26.  Wealth  Creation  Centers 


CONSUMER  PRODUCTS/SERVICES 


27.  Acura 

28.  Aurora.  By  Oldsmobile. 
1-800-718-7778 

29.  BMW  1-800-334-4BMW 
www.bmwusa.com 


30.  Cadillac  Motor  Division 
1-800-333-4CAD 

31.  Hyatt  Hotels  &  Resorts 
1-800-233-1234 

32.  Land  Rover  North  America,  Inc. 

33.  Mercury  Grand  Marquis 

34.  Toyota  Avalon  1-800-G0-T0Y0TA 

35.  Yukon  byGMC  1-888-4A-YUK0N 

UNCF 

36.  JCPenney  Company  Inc. 

37.  Rockwell 
www.rockwell.com* 

38.  The  Southern  Company 
www.southernco.com* 

39.  UNCF/The  College  Fund 


■ 


MUTUAL  FUNDS  PORTFOLIO 


MF  1.  The  Kaufmann  Fund  1-800-346-5263 
MF  2.  SIFE  Trust  Fund  1-888-700-7433 
MF  3.  The  International  Association  for 
Financial  Planning  1-888-806-7526 

MF  4.  Value  Line  1-800-223-0818 


August  25, 1997 
*Calls/Website  Visits  Only 


FOR  FREE  INFORMATION  ON 
ADVERTISERS  LISTED: 

>  NAME 

BY  MAIL: 

Fill  out  the  attached  post-paid  card 

BY  PHONE: 

Call  1-800-463-6903 

BY  FAX: 

Fax  attached  card  or  form  to 
312-922-3165 

1 

|     TITLE  COMPANY 

1 

■  ADDRESS 

'     CITY/STATE/ZIP  TELEPHONE 

1 

MUNICIPAL  BOND  FUNDS 


FUND  SURVEY 


Market 
Performance 

Fnnfl/HiciTihiitnr 

runiwUioiiiuuiui 

5-year 
annualized 
total 

Yield 

0/ 

c  /on  mm 
D/0 11/9/ 

($mil) 

Weighted  average 

matiiritu  Hnrstinn 

Maximum 

ITIQ  AIIIIUIII 

sales 
charge 

Annual 

expenses 
per 
$100 

in 

>     Down  1 

(years) 

(years) 

El 

return 

Lehman  Brothers  municipal  bond  index 

7.1% 

5.4% 

Forbes  municipal  bond  fund  composite 

6.5% 

5.2% 

$0.72 

8 

o 

Lord  Abbett  Tax-Free  Inc-Conn-A/Lord  Abbett 

6.5% 

5.3% 

$118 

5.9 

NA 

4.75  % 

$0.56  a 

A 

F 

Lord  Aboett  f-r  Inc-Horida-A/Lora  Abbett 

C  1 

b.l 

C  0 

5.2 

1  A  1 

14  / 

on  i 

MA 
INH 

A  ~1C 

4,/5 

n  o  o 

0.83 

8 

D 

Lord  Abbett  Tax-Free  Inc— Missouri-A/Lord  Abbett 

b.l 

57 

1  00 

13o 

5.9 

NA 

1  7[ 

4./5 

n  oo  „ 

U.82  a 

A 

D 

Lord  Abbett  Tax-Free  Inc— Natl-A/Lord  Abbett 

6.4 

5.3 

651 

6.1 

NA 

4.75 

0.93 

B 

D 

Lord  Abbett  Tax-Free  Inc-NJ-A/Lord  Abbett 

6.9 

5.2 

183 

5.9 

NA 

4.75 

0.80  a 

C 

D 

Lord  Abbett  Tax-Free  Inc— NY-A/Lord  Abbett 

5.7 

5.4 

302 

6.1 

7.4 

4.75 

0.81 

B 

c 

Lutheran  Brotherhood  Muni  Bond/Lutheran 

6.8 

5.1 

593 

17.4 

NA 

5.00 

0.71 

Marshall  Short-Term  Income/Federated 

* 

C  A 

b.4 

142 

9  1 
L.l 

1  0 
1.0 

none 

n  c  i 

0.51 

B 

c 

Merrill  Lynch  Calif  Muni-D/Merrill 

6.7 

5.3 

614 

21.0 

7.0 

4.00 

0.74 

A 

F 

Merrill  Lynch  Florida  Muni-D/Merrill 

6.0 

5.1 

232 

NA 

NA 

4.00 

0.79 

A 

......... 

Merrill  Lynch  Muni-lnsured-D/Merrill 

6.4 

5.2 

2,052 

21.1 

7.4 

4.00 

0.68 

F 

A+ 

Merrill  Lynch  Muni— Ltd  Maturity-D/Merrill 

4.0 

3.9 

419 

NA 

NA 

1.00 

0.54 

B 

c 

Merrill  Lynch  Muni-National-D/Merrill 

c  n 

b.y 

5.5 

1   A  70 
1,4/8 

22.9 

7.3 

a  nn 

4.00 

n  o  i 

0.81 

D 

B 

Merrill  Lynch  Muni  Intermed  Term-D/Merrill 

5.9 

1  A 

4.4 

001 

221 

1 1  A 
11.4 

INM 

i  nn 
1.00 

n  n  i 
0.91 

C 

c 

llArr;il    1  ;M.L    III    M-ini    Dnnrl    T\fhl\  ...II 

Merrill  Lynch  NJ  Mum  Bond-u/iviernli 

5.9 

C  1 

5.1 

1  00 

182 

NA 

NA 

a  nn 

4.00 

n  on 

0.8U 

B 

D 

Merrill  Lynch  NY  Muni  Bond-D/Merrill 

5.8 

5.1 

473 

21.0 

NA 

4.00 

0.76 

B 

C 

Merrill  Lynch  Penn  Muni  Bond-D/Merrill 

7.0 

5.2 

140 

NA 

NA 

4.00 

0.86 

C 

C 

MFS  Arkansas  Municipal  Bond-A/MFS 

6.1 

5.0 

149 

16.5 

8.8 

4.75 

0.92 

c 

c 

Mra  lalitornia  Municipal  oono-A/Mrb 

C  A 

0.4 

5.2 

070 
III 

15.2 

8.6 

A  ~J  C 

n  c  c  « 

O.bb  a 

A 

D 

Mrb  Municipal  Bond-A/Mrb 

C  0 

b.3 

C  0 

5.2 

1  7/10 

1./43 

1  K  1 
ID. 1 

7  D 

1.0 

A  7C 

n  c  7 
0.5/ 

0 

A 

Mra  Municipal  High  income-A/Mhb 

b.5 

1  9 

1  i  on 

1,189 

20.8 

8.0 

A  7C 

n  nc 

0.95 

D 

A+ 

Morgan  Grenfell  Muni  Bond/Morgan  Grenfell 

7.7 

5.2 

304 

6.6 

5.1 

nons 

0.55  a 

B 

D 

Nationwide  Tax-Free  Income/Nationwide 

6.2 

4.8 

259 

19.0 

NA 

5.00  b 

0.96  a 

B 

D 

New  England  Mass  T-F  Income-A/New  England 

6.4 

5.2 

118 

20.0 

6.9 

4.25 

1.00 

B 

D 

New  England  Muni  Income-A/New  England 

C  A 

b.4 

5.4 

1  00 

loo 

21.0 

7.0 

a  cr\ 

n  q/i 

Northern  Funds-lntermed  Tax-Exempt/Sunstone 

o  n 

3.9 

o  on 

280 

K  A 
□  .4 

A  0 
4.£ 

none 

U.ob  a 

Northern  Funds-Tax-Exempt/Sunstone 

A  C 

4.5 

1  A  1 

141 

14.8 

7.9 

none 

not  « 

O.o5  a 

A 

C 

......... 

Nuveen  Flagship  All-Amer  Muni  Bond-A'/Nuveen 

7.6 

5.4 

270 

22.6 

8.2 

4.20 

0.83  a 

B 

Nuveen  Flagship  Conn  Muni  Bond-AVNuveen 

6.7 

5.3 

216 

19.5 

7.4 

4.20 

0.79  a 

B 

D 

Nuveen  Flagship  Florida  Muni  Bond-AVNuveen 

6.4 

5.2 

302 

21.1 

8.0 

4.20 

0.85 

B 

D 

Nuveen  Flagship  Georgia  Muni  Bond-A'/Nuveen 

c  c 
0.0 

5.2 

126 

23.0 

9.3 

a  on 

4.2U 

n  co  o 

U.53  a 

B 

 c 

......... 

Nuveen  Flagship  Kentucky  Muni  Bond-AVNuveen 

c  o 

b.8 

C  0 

5.3 

459 

on  o 
2U.3 

7  C 

/.b 

a  on 
4.2U 

u./b  a 

F 

Nuveen  Flagship  Ltd  Term  Muni  Bond-AVNuveen 

5.6 

4.6 

455 

........... 

J.t- 

4.3 

2.50 

0.80  a 

C 

c 

Vnyppn  Flapshin  Mirhioan  Miini-AVNiiveen 

6.7 

5.2 

304 

18.0 

7.8 

4.20 

0.85 

B 

c 

Nuveen  Flagship  Missouri  Muni  Bond-AVNuveen 

6.8 

5.1 

230 

20.6 

8.0 

4.20 

0.81  a 

C 

c 

Nuveen  Flagship  NC  Muni  Bond-AVNuveen 

6.1 

5.1 

190 

18.9  - 

8^3 

4.20 

0.90 

c 

B 

Nuveen  Flagship  Ohio  Muni  Bond-AVNuveen 

C  0 

6.3 

C  0 

5.3 

507 

17.4 

7.2 

a  on 
4.2U 

n  qa 
O.o4 

c 

C 

Nuveen  Flagship  Tennessee  Muni  Bond-AVNuveen 

C  A 

b.4 

5.2 

07C 

lib 

18.9 

7.3 

a  on 
47U 

n  oo  i 
U.eV  a 

B 

C 

Nuveen  Flagship  Va  Muni  Bond-AVNuveen 

6.8 

5.3 

136 

20.8 

7.7 

4.20 

0.77  a 

C 

B 

Onnpnhpimpr  nalifnrnia  Muni-A/Onnenhpimpr 

J.O 

OIL 

18.0 

8.2 

0  r)4 

B 

C 

Oppenheimer  Insured  Muni  Bond-A/Oppenheimer 

6.7 

5.1 

1,070 

17.1 

7.8 

4.75 

0.96 

D 

A 

Oppenheimer  Intermed  Muni  Bond-A/Oppenheimer 

6.2 

5.2 

105 

97 

5.1 

3.50 

0.99 

Five-year  return  6/30/92  through  6/30/97.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period,  a:  Net  of  absorption  of  expenses  by  fund  sponsor, 
b:  Includes  back-end  load  that  reverts  to  distributor.  NA:  Not  applicable  or  not  available.  'Formerly  Flagship  Funds. 
Sources:  Forbes;  Lipper  Analytical  Services;  Morningstar,  Inc. 

Rules,  page  162.  Distributor  table,  page  257. 
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MUNICIPAL  BOND  FUNDS 


FUND  SURVEY 


5-year  Yield         Assets  Weighted  average  Maximum  Annual 

annualized  %          6/30/97  maturity      duration  sales  expenses 

total  ($mil)  (years)       (years)  charge  per 

return  $100 


Lehman  Brothers  municipal  bond  index 

7.1% 

5.4% 

Forbes  municipal  bond  fund  composite 

6.5% 

5.2% 

$0.72 

A 
A 

n 
u 

Oppenheimer  Municipal  Bond-A/Oppenheimer 

b.o  h 

3.0  /a 

ibb4 

ly.u 

o.U 

A  7fi  0/ 

4./ 3  /o 

^n  oo 

p 
b 

p 

b 

flnnonhflimor  Motif  VnrL    Muni    A  /C\  rm  nn  n  h  n  i  m  n  r 

uppenneimer  new  tuik  muni-A/uppenneirner 

G  fi 
D.3 

G  A 

0.4 

7R1 
/Dl 

1  C  Q 

1  b.o 

7  Q 
1.0 

^  7fi 

4./3 

n  o  l 

u.yi 

D 
D 

uvenanu  express  bam  i-r  Dono-A/uvenana 

/.U 

g  n 
3.U 

990 

Lei 

1 1;  c 
13.3 

7  1 

4  fin 
4.3U 

n  7 1 
U./l 

p 
b 

p 

b 

Pacific  Horizon— Calif  T-E  Bond-A/Bisys 

C  9 

b.o 

/I  Q 

4.8 

99fl 

1  G  0 

lo. y 

Q  0 

y.o 

a  fin 
4.3U 

u.yu  a 

p 

n 

II 

rdinewcouer  baiiiornia  i-r  inc-A/raineweuDer 

fi  fi 
O.b 

A  7 
4./ 

1  t\A 
134 

1  7  9 

l/.o 

b.U 

a  nn 
4.UU 

n  07 

u.y/ 

B 

D 

PaineWebber  National  T-F  Income-A/PaineWebber 

5.8 

4.7 

333 

15.8 

7.2 

4.00 

0.91 

n 
u 

p 

D 

Phoenix  Calif  Tax-Exempt  Bonds-A/Phoenix 

c  9 

0.1 

i  no 

iuy 

1  9  0 

lz.y 

7  0 

/.y 

/I  7fi 
4./3 

n  on 

u.yu 

A 
A 

n 
u 

Phoenix  Multi— Tax-Exempt  Bond-A/Phoenix 

C  fi 

b.o 

3.4 

1  90 

1  9  1 

Q  1 
0.1 

A  7fi 
4./3 

n  oq 

u.yo 

R 
D 

n 

Pinnoor  Tqv  f  too  Inrnmo  A/PinnoQr 

K  fi 

g  n 
o.u 

/19c 

4(13 

9fl  8 
ZU.o 

B  9 
6.1 

a  fin 

4.0U 

n  Q9 

u.yz 

D 
D 

p 

b 

Piper  Funds— Minnesota  T-E/Piper 

C  Q 

b.o 

G  1 
0.1 

IOC 

lo3 

1  C  0 

ib.y 

0  7 
0./ 

o  nn 
Z.UU 

u.y4  a 

P 
b 

D 

D 

T  Dniiia  Drioo  Polif  T  fi  D n n rl /D r  i  <  ,-, 

i  nowe  rnce  bam  i-r  Bono/rnce 

fi  Q 

b.y 

G  9 

1  CQ 

Ibo 

1 7  n 
l/.U 

7  C 

/.b 

none 

n  C9 
U.bz 

T  Rowe  Price  Maryland  S-T  Bond/Price 

 * 

3.9 

105 

2.1 

1.8 

none 

0.65  a 

p 

D 
D 

T  Rowe  Price  Maryland  T-F  Bond/Price 

C  8 

b.o 

3.0 

660 

13./ 

b.o 

none 

n  fi/i 
U.34 

p 
b 

D 

D 

T  D  nuio    Dripo   Mam  VnrL   T   IT  D  n  n  rl  /Drinn 

i  nowe  rnce  New  Torn  i-r  Bono/nice 

7  n 

IV 

3.Z 

1  AQ 
140 

18.3 

7  d 

/.4 

none 

n  cfi  n 
u.b3  a 

p 
b 

A 
A 

T  Dnma  Drinn  T  fi  Uirrh  ViolH/Dnrr, 

i  nowe  rnce  i-r  nign  Tieiu/r rice 

7  A 
1 A 

K  7 
3./ 

1  HOC 

l,Uob 

1  Q  1 

iy.i 

7  9 

none 

n  7/1 

U./4 

A 
A 

n 
U 

T  Rowe  Price  T-F  Income/Price 

i  n 
i  v 

3.0 

1  tie 
l,oob 

1 7  n 
l/.U 

7  7 
l.l 

none 

n  fi7 
U.3/ 

T  Rowe  Price  T-F  Insured  Intermed  Bond/Price 

* 

A  A 
4.4 

1UU 

7  A 
1 A 

fi  9 
3.0 

none 

u.bs  a 

........... 

A+ 

T  Rowe  Price  T-F  Short-Intermediate/Price 

48 

4.2 

437 

3.6 

2^8 

none 

0.56 

D 
D 

p 

b 

T  Rowe  Price  Virginia  T-F  Bond/Price 

7  n 
i  v 

3. 1 

9nn 
zuu 

1  7  Q 

1  /.0 

7  /I 

/  .4 

none 

n  fifi  ^ 
U.b3  a 

A 
A 

n 
u 

Princor  Tax-Exempt  Bond-A/Princor 

fi  Q 

o.y 

3.0 

9nn 

1  a  n 

lo.U 

8  9 

A  7fi 
4./3 

n 

U.04 

n 
U 

n 
D 

Prudential  Calif  Muni— Calif-A/Prudential 

fi  C 

O.b 

3.3 

131 

1 1;  7 

13./ 

Q  fi 
0.3 

9  nn 

O.UU 

n  0 1  r> 

u.oi  a 

D 
D 

R 
D 

rruoennai  bam  iviuni — income-H/rruoennai 

8  n 
o.u 

<i  fi 

3.0 

9D9 

1  8  1 
lo.l 

8  fi 
0.3 

9  nn 

O.UU 

n  79  a 
u./z  a 

p 
b 

D 
D 

Prudential  Muni  Bond— High  Yield-A/Prudential 

7  1 
l.l 

b.o 

1  8  Q 

lo.y 

fi  8 

b.o 

9  nn 
o.uu 

n  fi/i  o 
u.b4  a 

B 

D 

Prudential  Muni  Bond— Insured-A/Prudentia  1 

6.3 

4.9 

504 

15.8 

6.8 

3.00 

0.68  a 

A 
A 

n 
U 

Prudential  Muni  Ser-Florida-A/Prudential 

G  Q 

b.o 

3.0 

1 9n 

1  Q  7 

iy./ 

7  A 
1  A 

9  nn 

O.UU 

n  /in  -a 

p 

b 

p 

b 

Prudential  Muni  Ser— New  Jersey-A/Prudential 

fi  9 
D.Z 

3. 1 

9/1  ^ 
^43 

i  k  fi 
lb. 3 

K  7 

b.  / 

9  nn 

O.UU 

u.dj  a 

D 
D 

P 
b 

Prudential  Muni  Ser— New  York-A/Prudential 

fi  fi 
0.0 

R  1 
3.1 

988 
Zoo 

1  K  8 
Ib.o 

7  9 
/  .0 

9  nn 

O.UU 

U.Do  d 

p 
b 

p 

b 

Prudential  Muni  Ser— Penn-A/Prudential 

fi  7 
0.  / 

3.0 

997 

LCI 

1  7  8 
l/.o 

7  n 
/  .u 

9  nn 

O.UU 

u./j  a 

D 

0 

n 
u 

Prudential  Natl  Municipals-A/Prudential 

K  /I 
0.4 

9 

3.il 

040 

1  8  fi 
lo.b 

8  A 
0.4 

9  nn 

O.UU 

u.oo  a 

B 

....... 

Putnam  Calif  T-E  Income-A/Putnam 

7.0 

5.3 

3,653 

19.7 

7.3 

4.75 

0.74 

D 
D 

n 

u 

Putnam  Florida  T-E  Income-A/Putnam 

K  A 
0.4 

R  9 
3.Z 

inn 
ouu 

1  Q  K 

iy.b 

7  A 
1  A 

A  7fi 
4./3 

n  Qfi 
u.yo 

0 
D 

D 
D 

Putnam  Mass  T-E  Income-A/Putnam 

i  n 
/  .u 

3.0 

o/u 

9n  n 
zu.u 

7  1 

l.l 

A  7fi 
4./3 

n  Qfi 
u.yo 

b 

D 
D 

Putnam  Michigan  T-E  Income-A'/Putnam 

fi  7 
0.  / 

R  9 
3.Z 

1  7Q 
1/3 

1  q  n 
ly.u 

fi  Q 

o.y 

A  7fi 

H.I  J 

i  nn 

l.UU 

D 
D 

L 

Putnam  Municipal  Income-A/Putnam 

7  n 

i;  fi 
3.b 

1  9QQ 
1  ,Z33 

1  a  a 

16  A 

fi  fi 

0.3 

A  7fi 
4./3 

n  Qfi 
u.yb 

n 
D 

A 
U 

Putnam  New  Jersey  T-E  Income-A/Putnam 

c  fi 
b.  j 

^  9 
3.£ 

9 1  n 
oiu 

1  Q  1 

iy.i 

fi  Q 

o.y 

A  7fi 
4.  /  3 

n  Qfi 
U.yb 

D 
D 

n 
u 

Putnam  Maui  VnrL  T  P  Inrnmo-A/Pntnam 
i  U  III  a  III  ilcW  TUIK  1  L  IllbUIIIC-n/r  UllldlH 

fi  4 

5.3 

1,984 

17.4 

7.3 

4  7S 

H.  /  3 

0  81 

D 

A 

Putnam  New  York  T-E  Oppors-A/Putnam 

6.7 

5.4 

217 

19.6 

6.8 

4.75 

1.00 

D 

B 

Putnam  Ohio  T-E  lncome-A2/Putnam 

6.5 

5.0 

235 

............ 

6.8 

4.75 

0.96 

......... 

B 

Putnam  Pennsylvania  T-E  Income-A/Putnam 

7.0 

........... 

265 

18.2 

 7"d 

4.75 

0.98 

A 

F 

Putnam  Tax-Exempt  Income-A/Putnam 

6.5 

5.4 

2,293 

19.1 

.......... 

4.75 

0.78 

C 

B 

Putnam  Tax-Free  Income-Hi  Yield-A/Putnam 

6.9 

5.9 

2,020 

18.9 

6.0 

4.75 

0.84 

B 

D 

Putnam  Tax-Free  Income-lnsured-A/Putnam 

6.2 

5.3 

541 

18.9 

1.1 

4.75 

0.90 

Five-year  return  6/30/92  through  6/30/97.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period,  a:  Net  of  absorption  of  expenses  by  fund  sponsor. 
'Reflects  performance  of  Putnam  Michigan  Tax-Exempt  I  prior  to  March  1992  merger.  Reflects  performance  of  Putnam  Ohio  Tax-Exempt  I  prior  to  March  J  992  merger 
Sources:  Forbes;  Upper  Analytical  Services;  Mornmgstar,  Inc. 

Rules,  page  IS2.  Distributor  table,  page  257. 
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□ 

MUNICIPAL  BOND  FUNDS 

FUND  SURVEY 

Market 
Performance 

Fiinri/ciistrihntnr 

5-year 
annualized 
total 
return 

Yield 

o/ 

Assets 

b/JU/3/ 

($mil) 

Weighted  average 

matnritu  Hnratinn 

Maximum 
sales 
charge 

Annual 
expenses 
per 

1 1  nn 

iiuu 

Up 

Down 

/o 

(years) 

(years) 

Lehman  Brothers  municipal  bond  index 

7.1% 

5.4% 

Forbes  municipal  bond  fund  composite 

6.5% 

5.2% 

$0.72 

D 

A 

Ranson  Managed-Kansas  Muni/ND 

fi  w 
0.  J  /o 

J.U  /o 

$1 97 

1  0  c 

iy.b 

C  1 
0.0 

A  9fi  °/ 
4 .  L  0  /o 

tn  Qn  a 

PU.3U  o 

B 

B 

Rochest*  Fi  ltd  Municipals-A/Oppenheimer 

7  A 
1 .4 

fi  i 

0. 1 

9  R90 

10.7 

6.9 

A  7fi 
4./  0 

n  77 

V.I  1 

F 

A+ 

Rochester  Limited-Term  NY  Muni-A/Oppenheimer 

fi  A 
0.4 

fi  1 
J.  1 

71Q 

/ 1 J 

12.0 

4.1 

i  fin 

0.3U 

n  ai 

U.OO 

A+ 

F 

Safeco  Municipal  Bond/Safeco 

6.9 

5.4 

478 

23.8 

10.6 

none 

0.51 

A 

Q 

Schwab  Calif  Long-Term  Tax-Free/Schwab 

6.7 

5.1 

120 

19.4 

NA 

none 

0.49  a 

B 

0 

Scudder  Calif  Tax-Free/Sc udder 

7.0 

4.8 

297 

12.5 

7.9 

none 

0.78 

A 

C 

Scudder  High  Yield  Tax-Free/Scudder 

7  9 

^  A 

■3(1 1 
0U1 

11). 5 

7  1 

/.I 

n  on  6 

fi  Q1  a 
U.31  d 

Scudder  Limited  Term  Tax  Free/Scudder 

  * 

A  1 

H.J 

1 14 

114 

3.9 

3.3 

none 

FI  7fi  a 
U. /  J  d 

A 

0 

Scudder  Managed  Muni  Bonds/Scudder 

7  n 
/  .u 

J.  1 

711 

/  10 

10.3 

7.3 

n  on  6 

n  ki 

U.OO 

A 

c 

Scudder  Massachusetts  Tax-Free/Scudder 

7.4 

5.0 

337 

9.9 

7.4 

none 

0.75  a 

D 

A 

Scudder  Medium  Term  Tax-Free/Scudder 

6.5 

4.6 

629 

6.8 

5.6 

none 

0.72 

A 

D 

Scudder  NY  Tax-Free/Scudder 

6.7 

4.8 

182 

11.1 

7.7 

none 

0.83 

C 

B 

Seligman  Muni-Massachusetts-A/Seligman 

fi  R 

U.J 

1 1 
j, i 

0 1  1 
£1.1 

3.0 

A  7^ 

n  8i 

U.OO 

c 

C 

Seligman  Muni-Michigan-A/Seligman 

fi  fi 
0.0 

fi  9 

1dfi 
140 

21.5 

5.7 

A  7fi 

n  89 

D 

A 

Seligman  Muni-Minnesota-A/Seligman 

fi  9 

fi  9 

1  9fi 

16.7 

5.4 

A  7R 

4./  J 

n  afi 

C 

......... 

Seligman  Muni-Ohio-A/Seligman 

6.2 

5.2 

155 

19.5 

5.4 

4.75 

0.81 

B 

D 

Seligman  Muni— South  Carolina-A/Seligman 

6.4 

5.0 

105 

19.6 

5.2 

4.75 

0.82 

SIT  Minnesota  Tax-Free  Income/SIT 

  * 

5.5 

108 

19.6 

4.4 

none 

0.80 

D 

A 

SIT  Tax-Free  Income/SIT 

7  1 
/ .  1 

j.j 

37fi 
J  /  0 

l/.b 

A  C 

4.o 

none 

n  7Q  a 
U.  /  3  d 

A+ 

C 

SB  California  Munis-A/Smith  Barney 

7  Q 

R  1 
j.  i 

7Q^ 

22.2 

NA 

A  00 

n  71 

U.  /  1 

C 

B 

SB  Inc-Tax-Exempt  Income-A/Smith  Barney 

fi  7 
0.  / 

j.j 

Bin 

22.2 

NA 

A  00 

n  ha 

U.04 

A+ 

0 

SB  Managed  Municipals-A/Smith  Barney 

8.7 

5.7 

3,171 

23.4 

NA 

4.00 

0.68 

B 

C 

SB  Muni— Florida-A/Smith  Barney 

7.3 

5.5 

190 

21.0 

NA 

4.00 

0.85 

D 

A 

SB  Muni-Limited  Term-A/Smith  Barney 

6.0 

5.2 

280 

7.2 

NA 

2.00 

0.75 

B 

B 

SB  Muni-National-A/Smith  Barney 

7  A 

^  7 

0./ 

00  1 

Jul 

MA 

NA 

A  00 

n  70 

u.  /  u 

B 

B 

SB  Muni-New  York-A/Smith  Barney 

7  9 

j.j 

73Q 

/  j  j 

21.0 

NA 

A  00 

4.UU 

n  7fi 

U.  /  J 

B 

......... 

SB  New  Jersey  Municipals-A/Smith  Barney 

fi  7 
0.  / 

5  9 

010 
LiO 

20.3 

NA 

A  00 

n  7fi 

U.  /  0 

B 

C 

Spartan  Calif  Muni  Income/Fidelity 

6.8 

5.1 

394 

15.5 

7.5 

t 

0.54  a 

B 

C 

Spartan  Connecticut  Muni  Income/Fidelity 

6.6 

5.0 

329 

12.5 

6.6 

none 

0.52  a 

A+ 

D 

Spartan  Florida  Muni  Income/Fidelity 

7.4 

4.8 

392 

14.0 

7.3 

none 

0.54  a 

A 

D 

Spartan  Insured  Muni  IncomeVFidelity 

fi  7 
D.  / 

A  7 
4.  / 

n  fi 

013 

1  0  A 

13.4 

1.1 

none 

n  fin  a 

U.OU  d 

Spartan  Intermediate  Muni  Inc/Fidelity 

  * 

A  7 
4.  / 

7.6 

5.8 

+ 
I 

U.34  d 

B 

c 

......... 

Spartan  Massachusetts  Muni  IncVFidelity 

fi  Q 

0.3 

fi  9 

1  1  9fl 

15.1 

6.8 

none 

n  fifi 

U.JO 

B 

Spartan  Michigan  Muni  Income/Fidelity 

6.3 

5.4 

445 

HJ' 

7.0 

none 

0.59 

C 

C 

Spartan  Minnesota  Muni  Income/Fidelity 

6.2 

5.0 

291 

14.4  ' 

6.7 

none 

0.60 

B 

c 

Spartan  Muni  Income  Fund/Fidelity 

6.9 

4.9 

538 

12^5 

7.0 

t 

0.55 

C 

c 

Spartan  New  Jersey  Muni  Income/Fidelity 

K  fi 
0.0 

C  1 

J.  1 

034 

1  9  Q 

fi  8 
0.0 

none 

fi  fi9  a 

u . jl  d 

A 

......... 

D 

Spartan  New  York  Muni  Income/Fidelity 

fi  Q 
0.3 

fi  n 

D.U 

nn 

olU 

u.2 

7.6 

T 

n  fij  a 
U.34  a 

C 

Spartan  Ohio  Muni  Income/Fidelity 

6.7 

4.9 

379 

12.6 

7.1 

none 

0.59  a 

B 

C 

Spartan  Pennsylvania  Muni  Income/Fidelity 

7.1 

4.8 

261 

12.4 

6.7 

none 

0.53  a 

F 

A+ 

Spartan  Short-lntermed  Muni  Income/Fidelity 

........... 

4.2 

709 

3.4 

3^0 

none 

0.55 

Five-year  return  6/30/92  through  6/30/97.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  tor  tull  period.  tClosed  to  new  investors,  a:  Net  of  absorption  of 
expenses  by  fund  sponsor.  NA:  Not  applicable  or  not  available.  'Formerly  Fidelity  Insured  Municipal  Income,  formerly  Fidelity  Massachusetts  Municipal  Income. 
Sources.  Forbes;  Upper  Analytical  Services;  Mornmgstar,  Inc. 

Rules,  page  162.  Distributor  table,  page  257. 
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FUND  SURVEY 


Market 
Performance 


Up  Down 


Fund/distributor 


5-year 
annualized 
total 
return 


Yield         Assets         Weighted  average 
%  6/30/97       maturity  duration 

($mil)         (years)  (years) 


Maximum  Annual 
sales  expenses 
charge  per 
$100 


Lehman  Brothers  municipal  bond  index 

7.1% 

5.4% 

Forbes  municipal  bond  fund  composite 

6.5% 

5.2% 

$0.72 

A 

D 

Stagecoach  Calif  T-F  Bond-A/Stagecoach 

6.9% 

4.9% 

$335 

14.8 

7.0 

4.50  % 

$0.68  a 

c 

B 

SteinRoe  High  Yield  Municipals/Stein  Roe 

6.6 

6.1 

306 

20.0 

7.1 

none 

0.77 

D 

B 

SteinRoe  Intermed  Municipals/Stein  Roe 

6.2 

4.8 

196 

8.5 

5.8 

none 

0.70 

c 

c 

SteinRoe  Managed  Municipals/Stein  Roe 

6.4 

5.2 

582 

16.5 

7.8 

none 

0.71 

Strong  High  Yield  Muni  Bond/Strong 

 * 

6.1 

297 

20.4 

8.3 

none 

0.75 

C 

C 

Strong  Municipal  Bond/Strong 

5.9 

5.4 

224 

18.8 

6.2 

none 

0.81 

F 

A+ 

Strong  Short-Term  Muni  Bond/Strong 

4.3 

4.9 

148 

2.7 

NA 

none 

0.66 

C 

B 

Tax-Exempt  Bond  Fund  of  America/American  Funds 

7.1 

5.2 

1,554 

9.9 

6.7 

4.75 

0.68 

D 

B 

Tax-Exempt  Fund  of  California/American  Funds 

7.2 

5.2 

277 

10.6 

6.8 

4.75 

0.73 

D 

B 

Tax-Free  Fund  of  Colorado-A/Aquila 

6.2 

5.0 

216 

9.8 

4.9 

4.00 

0.72 

D 

B 

Tax-Free  Trust  of  Arizona-A/Aquila 

6.3 

5.1 

392 

15.0 

7.1 

4.00 

0.73 

D 

B 

Tax-Free  Trust  of  Oregon-A/Aquila 

5.9 

5.1 

307 

14.6 

4.8 

4.00 

0.71 

D 

A 

Thornburg  Intermediate  National-A/Thornburg 

6.9 

5.0 

282 

7.1 

5.7 

3.50 

1.00  a 

F 

A+ 

Thornburg  Intermed  New  Mexico-A/Thornburg 

6.0 

4.9 

135 

6.3 

5.1 

3.50 

1.00  a 

F 

A+ 

Thornburg  Limited  Term  National-A/Thornburg 

5.4 

4.6 

855 

3.5 

2.8 

2.50 

0.98 

c 

c 

Tower— Louisiana  Municipal  Income/Federated 

6.7 

5.2 

101 

10.8 

7.1 

3.00 

0.73  a 

A+ 

D 

United  Municipal  Bond-A/Waddell 

7.5 

5.1 

966 

17.8 

7.6 

4.25 

0.69 

......... 

........ 

United  Municipal  High  Income-A/Waddell 

8.3 

6.2 

435 

10.8 

6.5 

4.25 

0.81 

A 

D 

USAA  Tax-ExemDt-Calif  Bond/USAA 

v  wnn    IUA    LAL.MIJJI     UUlll    UUIIUf  Uwnn 

7.1 

5.6 

464 

19.9 

6.4 

none 

0.41 

D 

B 

USAA  Tax-Exempt-lntermediate/USAA 

6.8 

5.5 

1,785 

9.4 

5.6 

none 

0.37 

B 

c 

USAA  Tax-Exempt-Long-Term/USAA 

6.7 

5.8 

1,887 

22.7 

6.6 

none 

0.38 

p 

A+ 

USAA  Tax-Exemot-Short-Term/USAA 

4.8 

4.6 

825 

2.9 

2.4 

none 

0.41 

B 

c 

USAA  Tax-Exemnt-Virffinia  Bond/USAA 

Uunn  iGn   i-  n  t>  1 1 1  \J  i    fiigiiiia  uviiu'  uunn 

6.9 

5.6 

304 

21.0 

6.9 

none 

0.45 

C 

D 

Value  Line  Tax-Exempt-High  Yield/Value  Line 

6.0 

5.0 

190 

19.4 

7  4  " 

none 

0.60 

Vanguard  Calif  T-F— Insured  Int/Vanguard 

* 

4.8 

487 

7.2 

5.8 

none 

0.19 

A+ 

D 

Vanonarrl  Calif  T-F— Insured  L-T/Vanpnard 

7.4 

5.3 

1,124 

13.7 

8.7 

none 

0.19 

Vananarrf  Florida  Insured  Tax-FreeWaneuard 

luiirUui  u  i  iui  iuu  iiiouiwu   ton   1  1  ww  '  lUII^UUlu 

 * 

5.0 

553 

12.3 

8.1 

none 

0.19 

A+ 

D 

Vanpnarri  Muni  Bond— Hif?h  Y i e  1  d/Va n 0 u a rd 

lUllgUOl  U    ITIUIII    UUIIU      lllgll    1  IWIU'  VUMgUUI  U 

7.4 

5.5 

2,138 

12  8 

7.1 

none 

0.20 

A+ 

p 

Vananarri  Muni  Rnnri— Insured  L-TA/a n pna rrl 

Yullguaiu  iii  u  m  i  uuiiu    iidui  cu  l  i/vanguaiu 

7.2 

5.4 

1,998 

13.1 

7.4 

none 

0.20 

D 

......... 

Vanguard  Muni  Bond-lntermed/Vanguard 

6.8 

5.0 

6,482 

7.5 

5.0 

none 

0.20 

p 

A+ 

Vanguard  Muni  Bond— Ltd  Term/Vanguard 

4.9 

4.4 

1,860 

3.6 

2.8 

none 

0.19 

A+ 

D 

Vananarri  Muni  Rnnri— 1  nnc-Tprm/VanPiiard 

V  alleUal  U  ill  till  l  uuiiu    lui  ig  iGiiii/vangucnu 

7.4 

5.3 

1,199 

13.5 

7.7 

none 

0.20 

p 

A+ 

Uanrjiiarri  Muni  Rnnri— ^-T/VanPiiard 

V  a  1  IgUcl  1  U  IflUIII  UUIIU     O  1/VutlgUulU 

3.9 

3.8 

1,446 

1.3 

1.1 

none 

0.19 

A 

B 

Vanguard  NJ  Tax-Free— Insured  L-T/Vaneuard 

i  ungual  u  i*j   iua  i  i  ww    ippjui  wu  u    if  Tuuguuiu 

7.0 

5.3 

889 

11.3 

7.4 

none 

0.20 

A 

......... 

Vanguard  New  York  Insured  T-F/Vanguard 

......... 

5.2 

1,031 

11.6 

7.6 

none 

0.20 

......... 

D 

Vanguard  Ohio  Tax  Free-Insured  L-T/Vanguard 

7.0 

5.2 

229 

10.0 

6.9 

none 

0.20 

B 

C 

Vanguard  Penn  Tax-Free-Insured  L-T/Vanguard 

7.1 

5.4 

1,693 

10.6 

7.0 

none 

0.19 

A 

D 

VanKamp  Amer  Insured  Tax-Free-A/Van  Kampen 

6.6 

5.1 

1,335 

19.5 

 u 

4.75 

0.95 

......... 

D 

VanKamp  Amer  Muni  Inc  Fund-A/Van  Kampen 

6.3 

5.6 

968 

19.6 

8.2 

4.75 

0  94 

D 

......... 

VanKamp  Amer  Tax  Free  High  Inc-A/Van  Kampen 

6.0 

6.4 

899 

19.3 

7.8 

4.75 

0.99 

C 

B 

Vista  New  York  Tax-Free  Income-A/Vista 

6.7 

4.7 

103 

15.6 

NA 

4.50 

0.90  a 

Five-year  return  6/30/92  through  6/30/97.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period,  a:  Net  of  absorption  of  expensr 
NA:  Not  applicable  or  not  available.  'Formerly  Vanguard  Florida  Tax-Free. 
Sources:  Forbes;  Upper  Analytical  Services;  Mormngstar,  Inc. 

s  by  fund  sponsor. 

Rules,  page  162.  Distributor  table,  page  257. 
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FUND  SURVEY 


Junk  bond  funds 


Though  average  yields  for  these  funds  have  fallen  into 
single  digits,  they  still  offer  the  chance  for  better  returns 
than  high-grade  corporates  or  Treasurys.  They  also  offer 
the  potential  for  bigger  losses:  junk  bond  funds  can  suffer 
defaults  during  economic  recessions. 

Junk  funds,  on  the  other  hand,  have  somewhat  lower 


interest  rate  risk  than  those  funds  owning  long-term  high- 
grade  bonds. 

One  negative  for  this  sector  is  that  it  is  expensive  to 
hold.  Expense  ratios  average  32  cents  more  per  $100  than 
the  average  for  high-grade  taxable  funds  (see  p.  228).  Of 
the  54  funds  listed  below,  only  1 1  are  no-loads. 


Rising  nwte£§ 
Declining  markets 


Ratio  scale 
(2/28/87  =  100) 


100 


10/31/87  to 
2/29/88 


The  benchmark  for  junk  bond  fund 
ratings  is  this  historical  price  chart  of 
the  Merrill  Lynch  high-yield  bond  index. 


60 


-11% 


+5%  -26% 


+34% 


-12% 


+11% 


Market 
Performance 


Up  Down 


Fund/distributor 


5-year 
annualized 
total 
return 


Yield 

% 


Assets 
6/30/97 
($mil) 


Weighted  average 
maturity  duration 
(years)  (years) 


Maximum 
sales 
charge 


Annual 
expenses 
per 
$100 


Merrill  Lynch  high  yield  bond  index 
Forbes  junk  bond  fund  composite 

11.1% 
9.4% 

9.4% 
8.8% 

$1.03 

8 

B 

AIM  High  Yield-A/AIM 

10.9% 

9.2% 

$2,753 

7.2 

5.5 

4.75  % 

$0.97 

■  C 

■  6 

American  High-Income  Trust/American  Funds 

8.1 

1,939 

6.0 

4.4 

4.75 

0.87 

A 

 C 

Colonial  High  Yield  Secs-A/Colonial 

10.4 

8.5 

1,030 

7^5 

4.1 

4.75 

1.20 

Dean  Witter  High  Income  Secs'/Dean  Witter 

 * 

10.2 

1,283 

NA 

NA 

4.00  b 

1.39 

A+ 

F 

Dean  Witter  High  Yield  Secs'/Dean  Witter 

6.6 

12.2 

477 

6.1  • 

NA 

5.50 

0.67 

C 

C 

Delaware  Group  Oelchester-AVDelaware 

9.1 

9.3 

1,292 

6.9 

4.6 

4.75 

1.03 

C 

B 

EV  Income  Fund  of  Boston/Eaton  Vance 

10.2 

9.3 

185 

6.5 

5.0 

3.75 

1.07 

D 

C 

EV  Marathon  High  Income/Eaton  Vance 

8.9 

8.5 

653 

6.5 

5.0 

5.00  b 

1.77 

C 

■  C 

.......... 

Federated  Bond  Fund-A/Federated 

 * 

7.1 

584 

13.4 

5.8 

4.50 

1.05  a 

A 

Federated  High  Income  Bond-A/Federated 

11.1 

8.8 

1,412 

8.4 

4.3 

4.50 

1.21a 

A 

c 

Federated  High  Yield  Trust/Federated 

10.3 

9.0 

987 

8.2 

4.4 

none 

0.88  a 

Five-year  return  6/30/92  through  6/30/97.  ■  Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full 
period,  a:  Net  of  absorption  of  expenses  by  fund  sponsor,  b:  Includes  back-ena  load  that  reverts  to  distributor.  NA:  Not  applicable  or  not  available.  'Converted  to  multiclass 
format  July  28,  1997. 

Sources:  Forbes;  Upper  Analytical  Services;  Mormngstar,  Inc. 
Rules,  page  162.  Distributors  table,  page  257. 
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JUNK  BOND  FUNDS 


FUND  SURVEY 


Market 
Performance 

Fund/distributor 

5-year 
annualized 
total 
return 

Yield 

Assets 
6/30/97 
($mil) 

Weighted  average 

Maximum 
sales 
charge 

Annual 

Up 

Down  1 

% 

maiuniy 
(years) 

ouiauuii 
(years) 

expenses 

CM 

per 
$100 

Merrill  Lynch  high  yield  bond  index 

11.1% 

9.4% 

Forbes  junk  bond  fund  composite 

9.4% 

8.8% 

$1.03 

B 

A 

Fidelity  Advisor  High  Yield-T/Pidelity  Adv 

12.0% 

8.9% 

$2,550 

16.1 

NA 

3.50  % 

$1.09  a 

A 

C 

Fidelity  Capital  &  Income/Fidelity 

10.2 

6.8 

2,050 

5.4 

NA 

none  § 

0.84  a 

C 

D 

First  Investors  Fund  for  Income-A/First  Inv 

8.4 

8.6 

434 

NA 

NA 

6.25 

1.31 

D 

D 

First  Investors  High  Yield-A/First  Inv 

7  Q 
1.0 

o.y 

zuy 

NA 

NA 

C  On 

1    A  7  « 

1.4/  a 

■  C 

■  0 

Fortis  Advantage-High  Yield-A/Fortis 

 * 

9.8 

209 

6.1 

4.1 

4.50 

1.23 

B 

D 

Franklin's  AGE  High  Income-I/Franklin 

9.5 

9.0 

2,867 

8.1 

4.1 

4.25 

0.70 

C 

■  C 

.......... 

Hancock  High  Yield  Bond-A/Hancock 

— 

9.9 

518 

6.9 

NA 

4.50 

1.04 

B 

......... 

IDS  Extra  Income-A/Amer  Express 

9.5 

8.9 

3,306 

7.4 

4.2 

5.00 

0.90 

D 

Invesco  High  Yield/lnvesco 

9.1 

8.3 

431 

6.7 

4.3 

none 

0.99 

B 

......... 

...... 

Kemper  High  Yield-A/Kemper 

in  7 
IU./ 

y.o 

a  7m 

7.7 

5.5 

A  nfi 
4.3U 

U.oo 

B 

Keystone  High  Income  Bond  (B-4)/Evergreen 

5.6 

7.8 

540 

5.6 

4.2 

4.00  b 

1.94 

A 

■  D 

Kevstone  Strategic  Income-A/Fvprprppn 

7.6 

194 

11.3 

5.1 

4.75 

1.30 

Legg  Mason  High  Yield-P/Legg  Mason 

 —  * 

8.2 

297 

6.2 

5.0 

none 

1.34 

C 

B 

Lord  Abbett  Bond  Debenture-A/Lord  Abbett 

9.8 

8.6 

2,513 

8.1 

6.4 

4.75 

0.90 

B 

■  C 

Lutheran  Brotherhood  High  Yield/Lutheran 

9.1 

797 

8.5 

5.4 

5.00 

0.86 

B 

B 

MiinCfiu    Uirth  Violrl  Pnrn   A/MVI  ifa 

mairiMay— Higri  Yield  Lorp-A/NYLiie 

1  fl  Q 

iu.y 

0.4 

5.7 

4.5 

A  nfl 
4. Oil 

fi  00 

u.yo 

MAS— High  Yield-lnst/MAS 

 * 

9.1 

457 

10.4 

5.5 

none 

0.49 

B 

A 

Merrill  Lynch  Corp— High  income-D/Merril! 

11.3 

8.9 

7,089 

6.8 

4.8 

4.00 

0.75 

B 

D 

MFS  High  Income-A/MFS 

8.9 

8.7 

1,050 

8.2 

NA 

4.75 

1.04 

F 

■  B 

MFS  Strategic  Income-A/MFS 

7.9 

112 

7.0 

18 

4.75 

0.80  a 

......... 

A+ 

Nicholas  Income  Fund/Nicholas 

8.9 

8.0 

218 

7.2 

4.6 

none 

0.55 

........ 

B 

Northeast  Investors  Trust/Northeast 

1U.D 

Q  7 
0./ 

1  Q/l  O. 
1,840 

5J 

NA 

none 

fi  CO 

U.oo 

Nnrthstar  Hiah  Total  Rptnrn-A/Nnrth^tar 

 * 

9.7 

863 

7.8 

NA 

4.75 

1.47 

Northstar  High  Yield-A/Northstar 

8.7 

245 

NA 

NA 

4.75 

1.08 

Offitbank— High  Yield-Select/Offitbank 

8.3 

1,064 

6.2 

4.5 

none 

0.98  a 

■  c 

■  A 

Oppenheimer  Champion  Income-A/Oppenheimer 

— * 

8.7 

800 

........... 

3i 

4.75 

1.09 

D 

A 

Oppenheimer  High  Yield-A/Oppenheimer 

10.0 

8.8 

1,588 

8.0 

3.6 

4.75 

0.99 

A+ 

D 

PaineWebber  High  Income-A/PaineWebber 

O  1 

y.i 

300 

8.5 

NA 

a  nn 

4.UU 

n  qc 
u.yo 

D 

B 

Phnpnix  Hioh  Yiplri-A/Phnpniv 
r  huciiia  nigii  i  iciu  nil  iiucuia 

9.7 

8.5 

585 

4.3 

3.2 

4.75 

1.13 

D 

C 

T  Rnwp  Prirp  Hioh  Yiplri/Prirp 
i  nuvTC  riiuc  nign  iiciu/i  iiuc 

8.6 

8.8 

1,436 

8.8 

3.9 

none  § 

0.85 

D 

C 

Prudential  High  Yield-A/Prudential 

9.0 

9.0 

4,231 

8.1 

5.1 

4.00 

0.72  a 

A 

C 

Putnam  High  Yield  Advantage-A/Putnam 

10.4 

88 

3,328 

 u 

il 

........... 

4.75 

1.09 

C 

B 

Putnam  High  Yield  Trust-A/Putnam 

10.2 

8.7 

4,476 

8.3 

t 

0.96 

C 

A 

Cnlinmnn    UinU    Inn      11 S  Vln    D/inrl    fl /Cn  i  i  .1  ivn  n 

behgman  High  inc-ni  Yid  Bond-A/oeiignian 

iu.y 

0  A 

y.4 

8.9 

5.9 

A  It. 
4./0 

1     1  n 

c 

C 

SB  Inc— Hi?h  Income-A/Smith  Barnev 

9.2 

9.3 

1,116 

8.0 

NA 

4.50 

1.06 

Opdi  laii  nigii  iiiwUiiiB/ 1  iuci uy 

 * 

8.3 

2,016 

8.1 

NA 

none  § 

0.80 

B 

C 

State  St  Research  High  Income-A/State  Street 

9.7 

8.7 

975 

5.3 

4.5 

4.50 

1.17 

C 

C 

SunAmerica  High  Income-A/SunAmerica 

8.6 

9.0 

145 

7.5 

NA 

4.75 

1.50 

D 

D 

United  High  Income-A/Waddell 

7.5 

8.3 

1,027 

8.0 

NA 

5.75 

0.89 

D 

B 

United  High  Income  ll-A/Waddell 

8.8 

8.3 

388 

7.9 

NA 

5.75 

0.94 

D 

B 

Vanguard  Fixed  Inc— High  Yield  Corp/Vanguard 

9.3 

8.6 

o  nnn 

3,999 

7.8 

4.1 

none  § 

a  on 

0.29 

C 

D 

VanKamp  Amer  High  Inc  Corp  Bond-A/Van  Kampen 

8.0 

9.5 

684 

7.3 

4.3 

4.75 

1.09 

D 

C 

VanKamp  Amer  High  Yield-A/Van  Kampen 

8.5 

8.9 

423 

6.7 

3.4 

4.75 

1.22  a 

Five-year  return  6/30/92  through  6/30/97.  ■  Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full 
period.  tClosed  to  new  investors.  §Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund.  a.  Net  of  absorption  of  expenses ' ,.  ,  nd  sponsor,  b:  Includes 
back-end  load  that  reverts  to  distributor.  NA:  Not  applicable  or  not  available. 
Sources:  Forbes;  Upper  Analytical  Services;  Morningstar.  Inc 
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Global  bond  funds 


This  section  covers  funds  that  own  only  foreign  bonds 
and  those  that  own  a  mix  of  U.S.  and  foreign  bonds. 
They  are  all  over  the  lot  in  the  degree  to  which  they 
hedge  away  currency  exposure. 

As  with  any  bond  fund,  the  highest-yielding  may  not 
be  the  best.  What  value  is  a  juicy  yield  if  it's  at  the  expense 


of  a  sharp  drop  in  the  portfolio's  value?  For  example, 
Dean  Witter  Global  Short-Term  Income  Fund  has  a 
seemingly  attractive  12%  yield.  In  the  past  five  years,  how- 
ever, it's  averaged  only  a  5.5%  total  annual  return.  The  IDS 
Global  Bond  Fund  has  only  a  4.7%  yield,  but  has  reward- 
ed investors  with  an  8.4%  annualized  return  since  1992. 


Market 
Performance 

Fund/distributor  5-year 

annualized 
total 
return 

Yield 

% 

Assets 
6/30/97 
($mil) 

Weighted  average 
maturity  duration 
(years)  (years) 

Maximum 
sales 
charge 

Annual 
expenses 
per 
$100 

JP  Morgan  global  government  bond  index 
Forbes  global  bond  fund  composite 

8.1% 
6.3% 

6.9% 
7.1% 

$1.23 

Alliance  Global  Dollar  Govt-A/Alliance 

  * 

8.9% 

$149 

12.0 

3.5 

4.25% 

$1.56 

D 

B 

Alliance  Multi-Market  Strategy-A/Alliance 

3.0% 

9.2 

138 

4.2 

NA 

4.25 

1.60 

A 

b 

Alliance  North  American  Govt  Inc-A/Alliance 

8.7 

11.9 

2,091 

11.7 

6.8 

4.25 

1.41 

D 

A 

Alliance  Short-Term  Multi-Market-A/Alliance 

3.2 

8.1 

576 

1.3 

NA 

4.25 

1.29 

A 

D 

Amer  Century-Benham  Euro  Govt  Bond/Amer  Century 

6.8 

2.8 

214 

6.9 

5.0 

none 

0.83 

Brinson  Global  Bond/Chase 

  * 

10.0 

58 

11.5 

6.6 

none 

0.90 

B 

C 

Capital  World  Bond/American  Funds 

7.7 

7.1 

790 

6.3 

4.4 

4.75 

1.09 

D 

A+ 

Dean  Witter  Global  S-T  Income'/Dean  Witter 

5.5 

12.0 

67 

NA 

NA 

3.00  b 

1.79 

B 

c 

Dean  Witter  World  Wide  Income'/Dean  Witter 

6.9 

10.3 

100 

5.6 

NA 

5.00  b 

1.96 

D 

A+ 

FV  Marathon  Strategic  Income/Eaton  Vance 

7.2 

7.4 

131 

NA 

2.8 

3.00  b 

2.14 

A 

C 

Federated  International  Income-A/Federated 

8.4 

8.0 

225 

9.0 

4.9 

4.50 

1.30  a 

Fidelity  Advisor  Emerging  Markets-T/Fidelity  Adv 

 * 

5.9 

121 

NA 

NA 

3.50 

1.48  a 

C 

F 

Fidelity . :  ^!  Bond/Fidelity 

2.1 

5.6 

94 

7.3 

NA 

none 

1.22 

Fidelity  New  Markets  income/Fidelity 

 * 

6.6 

400 

15.2 

NA 

none 

1.09 

B 

C 

Franklin  Global  Govt  Income-I/Franklin 

6.8 

7.3 

128 

5.1 

3.8 

4.25 

0.89 

Five-year  return  5/30/92  through  6/30/97.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period,  a:  Net  of  absorption  of  expenses  by  fund  sponsor, 
b:  Includes  back-e    load  that  reverts  to  distributor.  NA:  Not  applicable  or  not  available.  'Converted  to  multiclass  format  July  28,1997. 
Sources.-  Forbes;  Upper  Analytical  Services;  Morningstar,  Inc. 
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GLOBAL  BOND  FONDS 

FUND  SURVEY 

Market 
Performance 

Fund/distributor 

5-year 

Yield 

Accpfc 

Weighted  average 

Maximum 

ITIU  AIIIIUIII 

Annual 

annualized 

0/ 
/o 

c/on/Q7 
u/JU/3  / 

($mil) 

maturity 
(years) 

duration 
(years) 

S3l6S 

charge 

per 
$100 

UMdl 

return 

JP  Morgan  global  government  bond  index 
Forbes  global  bond  fund  composite 

8.1% 

£  00/ 

b.  -S/o 

6.9% 
7.1% 

$1.23 

n 
II 

n 
u 

Franklin/Tempieton  Hard  Currency/Franklin 

2.1% 

A  3°/ 
4.  J  /o 

tl  07 

r\  k 
U.j 

U.o 

3  nn  °/ 

J.UU  /o 

3>i.  1 1 

c 

A 

Goldman  Sachs  Global  Income-A/Goldman 

8.1 

j.j 

1  7Q 
1/3 

NA 

4.7 

4.  JO 

1  lfi  a 

i.io  a 

B 

D 

GT  Global  Government  Income-A/GT  Global 

6.0 

k  i 

0.1 

JUD 

6.0 

4.2 

4./0 

1  TO, 

1.J3 

GT  Global  High  Income-A/GT  Global 

  * 

7.2 

434 

NA 

7.0 

4.75 

1.69 

A+ 

C 

GT  Global  Strategic  Income-A/GT  Global 

11.7 

6.8 

466 

12.0 

6.0 

4.75 

1.40 

C 

D 

Hancock  World  Bond-AVHancock 

4.4 

5.8 

57 

6.6 

4.4 

4.50 

1.71 

A 
A 

p 
u 

IDS  Global  Bond-A/Amer  Express 

8.4 

A  7 

4./ 

34J 

1U.1 

A  Q 
4.0 

J.UU 

i  9n 

l.iU 

ISI  North  American  Govt  Bond/ISI 

 * 

O.J 

Jl 

12.0 

6.2 

■j  nn 

J.UU 

1  9^.  ^ 

c 

B 

Kemper  Global  Income-A/Kemper 

6.8 

fi  7 
0.  / 

1 1  fi 
1  ID 

6.4 

4.7 

a  (>n 

4.  DU 

1  AH 
1.40 

A 

C 

Lazard  International  Fixed  Inc/Lazard  Freres 

8.2 

5.5 

96 

NA 

4.8 

none 

1.05  a 

Legg  Mason  Global  Govt  Trust-P/Legg  Mason 

  * 

5.8 

158 

7.0 

4.3 

none 

1.87 

B 

D 

Lord  Abbett  Global-Income-A/Lord  Abbett 

6.6 

7.4 

172 

7.8 

3.8 

4.75 

1.08 

MAS-lntl  Fixed  Income-lnst/MAS 

i  * 

A  3 
4.0 

1  A(\ 
14U 

4.  J 

4.  J 

none 

n  m 

U.J  J 

c 

c 

Merrill  Lynch  Global  Invest  &  Ret-D/Merrill 

5.2 

<;  o, 

J. 3 

014 

9.9 

6.5 

a  nn 

4.UU 

i  na 

l.UO 

F 

B 

Merrill  Lynch  S-T  Global  Inc-D/Merrill 

2.1 

<;  c. 
j.j 

ZU3 

NA 

NA 

a  nn 

4.UU 

i  9n 

D 

A 

Merrill  Lynch  World  Income-D/Merrill 

7.2 

7.0 

989 

NA 

NA 

4.00 

0.99 

B 

D 

MFS  World  Governments-A/MFS 

5.3 

2.2 

323 

4.5 

3.6 

4.75 

1.31 

Morgan  Grenfell  Global  Fixed  Inc/Morgan  Grenfell 

  * 

4.7 

105 

7.5 

5.5 

none 

0.65  a 

Morgan  Stanley  Worldwide  Hi-lnc-A/Morgan  Stanley 

  * 

8  7 

O.I 

130 

O.J 

O.o 

A  7K. 
4./ j 

1  R1  a 

i.jj  a 

Offitbank-Emerging  Markets-Select/Off  itbank 

  * 

IU.Z 

1  79 
LIZ. 

9.7 

7.3 

none 

1  It. 

i.io  a 

D 

B 

PaineWebber  Global  Income-A/PaineWebber 

5.8 

ft  7 
D.  / 

033 

4.6 

3.3 

a  nn 

4.UU 

1  39 
l.Ji 

Payden  &  Rygel  Global  Fixed  Inc-A/Payden 

 * 

6.3 

617 

6.9 

4.9 

none 

0.49 

Pimco  Foreign  Bond  Fund-lnst/Pimco 

 * 

3.4 

268 

8.0 

5.3 

none 

0.50 

Pimco  Global  Bond  Fund-lnst/Pimco 

 * 

4.0 

246 

11.1 

5.1 

none 

0.56 

I 

C 

T  Rowe  Price  Global  Govt  Bond/Price 

6.6 

^  A 
J. 4 

7  c 
/.a 

A  1 

4.1 

none 

i  9n  a 

A+ 

D 

T  Rowe  Price  International  Bond/Price 

8.0 

J.D 

Q9/1 
3£4 

7.8 

4.8 

none 

n  87 

U.O/ 

B 

B 

Prudential  Global  Govt  Plus-A2/Prudential 

9.0 

8  8 
0.0 

1  1  1 
111 

7.7 

4.8 

a  nn 

4.UU 

1  J8  a 

1.40  a 

D 

A 

Prudential  Global  Ltd  Maturity-A/Prudential 

4.5 

9.9 

98 

3.7 

2.8 

3.00 

1.32 

 C 

B 

Prudential  Global  Total  Return-AVPrudential 

8.3 

13.4 

205 

6.8 

4.6 

4.00 

1.33  a 

B 

B 

Prudential  Intermed  Global  Inc-A/Prudential 

8.8 

6.2 

165 

6.5 

4.0 

3.00 

1.40  a 

D 
D 

p 
l> 

Putnam  Global  Governmental  Income-A/Putnam 

6.3 

7  7 
1.3 

IRC. 
ODD 

J.U 

i  n 

J.U 

A  7<i 
4./ J 

1  39 

Scudder  Emerging  Markets  Income/Scudder 

8  8 
0.0 

003 

12.1 

4.0 

none 

1  A/1  a 
1.44  d 

D 

C 

Scudder  Global  Bond/Scudder 

""3.2 

D.U 

1  DO 

6.5 

4.6 

none 

i  no  a 

l.UU  a 

C 

D 

Scudder  International  Bond/Scudder 

3.2 

5.4 

236 

6.3 

4.4 

none 

1.33 

C 

B 

SB  World-Global  Govt-A/Smith  Barney 

7.9 

10.3 

123 

NA 

NA 

4.50 

1.25 

Standish  Global  Fixed-lncome/Standish 

 * 

9.3 

198 

7.2 

5.4 

none 

0.65 

A 

o 

B 

Standish  Intl  Fixed-lncome/Standish 

10.3 

1  1  ^ 
11.  J 

C  8 
0.0 

J.J 

none 

U.  JJ 

Strong  Short-Term  Global  Bond/Strong 

0.0 

1.4 

NA 

none 

n  K8 

U.00 

D 

A 

SunAmerica  Diversified  Income-A/SunAmerica 

7.0 

fl  9 

mi 

8.6 

NA 

A  7H 
4./ J 

1  AO 
LAC 

TCW/DW  North  American  Govt  Inc/Dean  Witter 

—  * 

5.1 

246 

NA 

NA 

none 

1.65 

C 

C 

Templeton  Global  Bond-I/Templeton 

6.7 

6.0 

219 

5.6 

3.4 

4.25 

1.17 

 C 

F 

Van  Eck  Global  Income-A/Van  Eck 

2.6 

4.8 

54 

NA 

4.7 

4.75 

1.43 

B 

D 

VanKamp  Amer  Global  Govt-A/Van  Kampen 

4.8 

0.3 

BR 
00 

6.4 

3.5 

A  It, 

4./ J 

F 

A 

VanKamp  Amer  S-T  Global-A/Van  Kampen 

2.9 

6.8 

92 

2.3 

NA 

3.25 

1.34  a 

C 

B 

Warburg  Pincus  Global  Fixed  Inc-Com/Warburg 

8.3 

7.0 

189 

4.2 

3.1 

none 

0.95  a 

Five-year  return  6/30/92  through  6/30/97.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period 
NA:  Not  applicable  or  not  available.  'Formerly  John  Hancock  Global  Income,  formerly  Global  Government  Plus 
Sources:  Forbes;  Upper  Analytical  Services,  Mormngstar,  Inc. 

a:  Net  of  absorption  of  expenses  by  fund  sponsor, 
formerly  Global  Total  Return 

Rules,  page  162.  Distributor  table,  page  257. 
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FUND  SURVEY 


Money  market 
funds 


In  times  when  the  stock  market  per- 
forms as  well  in  one  month  (June 
1997)  as  a  taxable  money  market 
fund  returns  in  one  year,  the  money 
funds  get  ignored.  But  you  do  have 
to  have  one,  if  only  for  their  check- 
writing  and  electronic  money  trans- 
fers, and  you  should  pick  wisely. 

Apart  from  convenience,  what  do 
ou  want  in  a  money  fund?  Most 
people  go  for  yield.  We  think  the 
appropriate  comparison  is  strictly  by 
expense  ratio.  All  the  funds  listed 
here  have  low  expense  ratios. 

Why  not  go  for  yield?  Because  the 
manager  may  be  pushing  it  up  by 
taking  risks.  All  money  funds  are 
pretty  safe,  but  there  is  still  a  differ- 
ence between  pretty  safe  and  very 
safe.  The  riskier  funds  go  out  a  little 
further  on  the  maturity  spectrum  (as 
far  as  over  70  days)  and  buy  com- 
mercial paper  rather  than  U.S.  Trea- 
sury bills. 

There's  nothing  wrong  with 
taking  on  a  little  risk,  provided  you 
get  compensated  for  doing  it.  If  you 
tolerate  a  high-expense  fund,  you 
may  be  taking  risks  and  then  letting 
the  manager  pocket  the  incremental 
yield. 

So  go  for  the  cheap  fund.  You  will 
either  get  a  low-yielding  one  that  is 
ipersafe,  or  a  high-yielding  one  that 
is  less  safe,  but  either  way  you  will  be 
getting  your  money's  worth. 

Should  you  buy  a  taxable  or  a  tax- 
free  ni- >.rK  fund?  For  an  investor  in 
a  high  tax  bracket,  it  doesn't  make 
much  difference.  Yields  on  tax- 
exempt  money  funds  are  low  enough 
to  just  about  eliminate  their  tax 
advantage.  Investors  in  low  tax 
brackets  will  almost  always  be  better 
off  in  a  taxable  money  market  fund. 

In  the  taxable  fund  table,  funds 
that  buy  only  U.S.  Treasurv  bills  are 
marked  with  a  bullet.  These  tend  to 
pay  slightly  lower  dividends — but  the 
dividends  are,  in  most  si  ites,  exempt 
from  state  income  tax.  Ii  you  live  in 
a  high-tax  state,  this  ad\  may 
pay  for  itself.  ■ 


Taxable  money  funds 


Tax-free  money  funds 


Fund/distributor  Annual 

expenses 
per $100 

Fnnri/r1i<;trihiitnr 
ruiiu/uijiiiuuiui 

Annual 

expenses 
per $100 

Columbia  Daily  Income  Co/Columbia 

$0.62 

Amer  Cent-Benham  Fla  MM/Amer  Century 

$0.61 

Dreyfus  Basic  MM/Oreyfus 

0.45a 

Dreyfus  Basic  Muni  MM/Dreyfus 

0.45a 

Fidelity  Cash  Reserves/Fidelity 

0.47 

Dreyfus  Basic  New  Jersey  MM/Dreyfus 

0.45 

Fidelity  Daily  Income  Trust/Fidelity 

0.49a 

Dreyfus  Basic  New  York  MM/Dreyfus 

0.36a 

Fidelity  US  Government  Reserves/Fidelity 

0.50a 

Dreyfus  Florida  Municipal  MM/Dreyfus 

0.54a 

Harris  Insight  Money  Market/Funds  Dist 

0.52a 

Dreyfus  NJ  Muni  MM/Dreyfus 

0.65 

Hilliard-Lyons  Government  Fund/Hilliard 

0.58 

Excelsior  Tax-Ex  Money/Edgewood 

0.47 

IDS  Cash  Management-A/Amer  Express 

0.63 

Federated  Muni-Alabama  Cash/Federated 

0.55a 

JPM  Pierpont  Money  Market/JP  Morgan 

0.40 

Federated  Muni-Georgia/Federated 

0.49a 

Marshall  Money  Market/Federated 

0.41a 

Federated  Muni-North  Carolina/Federated 

0.59a 

Nations  Fund-Prime-Investor  A/Nations 

0.30a 

Fidelity  Calif  Muni  Money  Market/Fidelity 

0.62 

■Nations  Fund-Treasury-Investor  A/Nations 

0.30a 

Fidelity  Mass  Muni— MM/Fidelity 

0.59 

Nationwide  Money  Market  Fund/Nationwide 

0.58a 

Fidelity  Muni  Money  Market/Fidelity 

0.50 

Northern  Funds-Money  Market/Sunstone 

0.55a 

JPM  Pierpont  Tax-Exempt  MM/JP  Morgan 

0.46 

Norwest  Cash  Investment/Forum 

0.48 

Montgomery  Calif  T-F  Money/Montgomery 

0.59a 

■Norwest  Treasury/Forum 

0.46a 

Nations-Tax  Exempt  Fund-A/Nations 

0.30a 

Norwest  US  Govt/Forum 

0.50 

Northern  Funds-Calif  Muni  MM/Sunstone 

0.45a 

Pacific  Horizon-Prime-PH/Bisys 

0.55 

Northern  Funds-Municipal  MM/Sunstone 

0.55a 

■T  Rowe  Price  US  Treasury  Money/Price 

0.59 

Salomon  Brothers  NY  Muni  MM/Salomon 

0.53 

Putnam  Money  Market-A/Putnam 

0.57a 

Spartan  Connecticut  Muni  MM/Fidelity 

0.50 

Schwab  Value  Advantage  MM/Schwab 

0.40a 

Spartan  Florida  MM/Fidelity 

0.50 

SB  Money  Funds-Cash-A/Smith  Barney 

0.62 

Spartan  Mass  Municipal  MM/Fidelity 

0.50 

SB  Money  Funds-Govt-A/Smith  Barney 

0.61 

Spartan  Muni  Money/Fidelity 

0.40 

Spartan  Money  Market/Fidelity 

0.45 

Spartan  New  Jersey  MM/Fidelity 

0.35 

Spartan  US  Government  MM/Fidelity 

0.45 

Spartan  Pennsylvania  MM/Fidelity 

0.50 

■Spartan  US  Treasury  MM/Fidelity 

0.45 

USAA  Tax-Exempt-Calif  MM/USAA 

0.45 

Strong  Heritage  MM/Strong 

0.45a 

USAA  Tax-Exempt-Money  Market/USAA 

0.39 

USAA  Mutual-Money  Market/USAA 

0.45a 

USAA  Tax-Exempt-Virginia  MM/USAA 

0.50a 

■Vanguard  Admiral-US  Treas  MM/Vanguard 

0.15 

Vanguard  California  T-F-MM/Vanguard 

0.19 

Vanguard  MM  Reserves-Federal/Vanguard 

0.32 

Vanguard  NJ  Tax-Free-MM/Vanguard 

0.20 

Vanguard  MM  Reserves-Prime/Vanguard 

0.32 

Vanguard  Ohio  Tax-Free-MM/Vanguard 

0.20 

■Vanguard  MM  Reserves-US  Treas/Vanguard  0.32 

Vangurad  Penn  Tax-Free-MM/Vanguard 

0.19 

■  Dividend  exempt  from  state  tax  in  states  that  permit  flow- 
through  of  U.S.  government  interest  a.  Net  of  absorption  of 
expenses  by  fund  sponsor. 

Sources:  Forbes;  Upper  Analytical  Services;  Morningstar,  Inc. 
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By  Greg  Matusky 

Mk  k  To  understand  the  demand 

^■AV  for  corporate  giving  in  tins 

jflw^^W  A  country,  look  no  further 

^Mwjfj^M  tnan  Ronald  McDonald 

^SmS    House  charities  (RMl  K;>- 

|P%       Each  week,  this  charitable 

arm  of  McDonalds 

^■^^  Corporation  receives  more 
than  1,000  requests  for  funding.  "Demand 
is  great,"  says  Ken  Barun,  President  &C 
CEO  of  RMHC.  "And  it  has  always  been 
the  commitment  of  McDonald's  to  return 
something  of  value  to  the  communities 
where  we  do  business." 

But  how  do  you  ensure  that  the  funds 
idiat  are  donated  deliver  real  value  to  the 
community,  to  the  corporation  and  to  our 
:ountry?  RMHC  did  so  by  teaming  up 
!.vith  the  United  Negro  College  Fund  and 
Endowing  the  RMHC/UNCF  Health  & 
iVledical  Scholars  program.  Supported  by 
($10  million  in  contributions,  the  program 
iissists  minority  students  pursuing  health- 
;:are  related  degrees. 

"From  our  volume  of  requests,  we  can 
;  dentify  the  most  urgent  needs  of  the  com- 
munity," says  Barun.  "Inner-city  health 
::are  tops  the  list.  The  challenge  is  to  devel- 
3p  minority  physicians,  nurses  and  health 
:are  professionals  to  work  in  these  com- 
munities and  improve  the  quality  of  life." 

Since  1 944,  The  College  Fund  has  pro- 
vided such  an  avenue  of  change  by  sup- 
porting 39  historically  black  colleges  and 
oniversities  (HBCUs)  that  today  serve  as 
iiis  country's  greatest  source  of  minority 
professionals  for  American  corporations. 
The  College  Fund  has  helped  educate  more 
han  300,000  minority  students,  many  of 
vhom  have  overcome  tremendous  socio- 
xonomic  barriers  to  assume  solid  footing 
n  the  American  middle  class.  Along  the 
vay,  they  have  contributed  their  experi- 
ences, hard  work  and  efforts,  adding  bright, 
I  'ibrant  threads  to  the  American  tapestry. 

For  corporate  America,  this  country's 
i-IBCUs  serve  as  a  vital  pipeline, 
strengthening  organizations  and  broad- 
ening diversity  by  developing  people  of 
different  backgrounds  and  world  views. 
More  than  half  of  all  African-American 
professionals  are  graduates  of  HBCUs. 
XTiile  HBCUs  comprise  only  3%  of  all 
J.S.  institutions  of  higher  learning,  they 


graduate  about  one-third  of  all  blacks 
with  bachelor's  degrees.  Consider  that 
HBCUs  have  produced: 

■  75%  of  all  black  Ph.D.s 

■  46%  of  all  black  business  executives 

■  50%  of  all  black  engineers 

■  80%  of  all  black  federal  judges 

■  50%  of  all  black  doctors 

■  50%  of  all  black  attorneys 

Over  several  generations,  The  College 
Fund  has  played  an  enormously  impor- 
tant role  in  shaping  the  minds  and 
futures  of  minority  students.  Through 
individuals,  foundations  and  corpora- 
tions, The  College  Fund  has  raised  more 
than  $1.3  billion  for  its  member  colleges 
and  universities.  These  are  desperately 
needed  funds  for  schools  dedicated  to 


The  College  Fund/ 


race  relations  is  such  that  the  minority 
has  the  same  access  to  higher  education 
as  the  majority.  But  this  is  simply  not  so. 
HBCUs  offer  access  as  well  as  a  nurtur- 
ing environment,  one  that  prepares 
young  black  men  and  women  to  become 
productive  members  of  society." 

The  College  Fund:  A  Ladder  of  Hope 

It  is  this  human  side  that  makes  The 
College  Fund  such  a  worthwhile  invest- 
ment. Consider,  for  instance,  the  case  of 
Troy  Brown.  As  a  youngster  growing  up  in 
Rockford,  111.,  Brown  struggled  with  read- 
ing and  writing.  The  school  misdiagnosed 
him  as  mentally  retarded  and  relegated 
him  to  special-education  classes  where  he 
spent  his  days  among  profoundly  retarded 
children  in  a  base- 
ment classroom.  So 


maintaining  some  of 
the  lowest  tuition  in 
the  nation,  thereby 
keeping  the  dream  of 
a  college  education 
alive  among  families 
of  limited  means. 

"Many  of  our 
students  are  first- 
generation  students 
who  must  overcome 
economic  hardship  to 
attend  Clark  Atlanta 
University,"  says  Dr. 


JNCR 


Strengthening 
Corporate 
America 
by  Shaping 
the  Minds 
of  Tomorrow 


Thomas  W.  Cole,  Jr., 
President  of  Clark 
Atlanta.  "UNCF's 
unrestricted  funds 
allow  us  to  invest  the 
moneys  where  they 
are  most  desperately  needed,  giving  us 
the  ability  to  continue  our  long  tradition 
of  generous  financial  support.  I  would 
like  to  report  that  in  1997,  HBCUs  are 
simply  unnecessary  and  that  the  state  of 


embarrassed  was 
Brown  that  he  sat 
close  to  the  outside 
wall,  so  other  kids 
wouldn't  see  him 
from  outside. 
Riddled  with  self- 
doubt,  he  never 
even  conceived  of 
someday  earning  a 
college  degree.  But 
after  graduating 
from  high  school,  a 
family  friend  and  minister 
urged  him  to  attend  Rust 
College  in  Holly  Springs,  Miss. 
It  was  a  struggle.  Reading  sim- 
ple text  required  hours  of 
trating  effort.  A  concern 
administrator  had  him  tested. 
After  1 3  years  of  schooling, 
Troy  Brown  was  diagno.sed  as  dyslexic. 
The  mere  understanding  of  his  disability 
gave  him  hope.  "Suddenly  I  realized  that  I 
wasn't  dumb,"  says  Brown.  "I  just  learned 
differently  from  others." 
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Brown  graduated  from  Rust  College  in 
1986  and  went  on  to  earn  a  master's 
degree  from  Alcorn  State.  He's  currently 
working  on  his  Ph.D.  at  the  University 
of  Mississippi  and  is  Dean  of  Student 
Affairs  at  Mississippi  Valley  State 


Rockwell  has  long  been  committed  to 
enhancing  the  lives  of  all  members  of  the 
communities  in  which  we  live  and  work.  Our 
support  of  quality  education,  particularly  in 
the  areas  of  math,  science  and  technology, 
has  been  integral  to  fulfilling  that  commit- 
ment. Rockwell  has  contributed  to  hundreds 
of  educational  programs  for  people  of  all 
ages,  both  financially  and  through  the  volun- 
teer efforts  of  our  employees  and  retirees. 

It  is  through  quality  education  that 
we  can  help  build  a  skilled,  diverse  and  suc- 
cessful workforce.  We  believe  that  valuing 
differences — among  employees,  customers, 
shareowners  and  our  communities — is  a 
business  and  moral  imperative.  We  are  com- 
mitted to  supporting  such  an  environment 
on  a  global  basis.  We  are  proud  to  support 
organizations  such  as  The  College  Fund  that 
help  ensure  a  successful  future  for  people 
around  the  world. 

Donald  R.  Beall 

Chairman  and  CEO 

Rockwell 


In  classrooms  across  the  country  hard-working 
teachers  and  students  are  laying  the  foun- 
dation for  the  future.  And,  because  today's 
students  will  become  tomorrow's  customers, 
associates  and  even  CEOs,  JCPenney  recog- 
nizes that  efforts  to  consistently  improve 
education  are  good  business. We  encourage 
others  to  join  us  in  our  commitment  to 
education.  From  a  donation  to  an  educa- 
tional organization  to  an  hour  of  volunteer 
time  every  week,  it's  easy  to  invest  in  the 
future.  JCPenney:  Education  is  always  in  style. 


University,  the  youngest  person  to  hold  a 
deanship  in  the  state  of  Mississippi. 

"I  was  reborn  the  day  I  went  to  college 
in  1982,"  says  Brown.  "It  is  as  if  I  had 
been  blind  all  my  life  and  then  was  made 
to  see.  The  people  at  Rust 
College  cared  enough  to 
help  me  find  the  source  of 
my  disability.  That  doesn't 
happen  other  places  in  the 
world.  The  black  kids  I 
went  to  high  school  with 
are  today  either  in  prison, 
on  the  street  or  already 
dead.  It  took  a  historically  black  college  to 
save  me.  UNCF  made  a  small  investment 
on  the  front  end  that  is  paying  big  divi- 
dends now  in  having  developed  a  produc- 
tive citizen,  one  who  might  not  be  here 
today  without  The  College  Fund." 

The  Corporate  Commitment 

It  is  by  extending  the  circle  of  opportunity 
that  corporations  gain  the  most  by  invest- 
ing in  The  College  Fund.  More  than  any 
other  organization  in  the  world,  The 
College  Fund  provides  access  to  education 
for  those  people  who  will  comprise  both 
the  workforce  and  the  growing  consumer 
markets  of  tomorrow. 

"Competing  in  a  global  market  has  dra- 
matically accelerated  the  demand  for  a 
highly  skilled  and  educated  U.S.  workforce 
led  by  strong  managers,"  says  Michael  H. 
Jordan,  Chairman  &  CEO,  Westinghouse 
Electric  Corporation  and  Chairman  of 
UNCF's  Board  of  Directors.  "Since  more 
than  one  half  of  the  new  entrants  into  the 
American  labor  force  by  the  year  2000  will 
be  minorities,  the  preparation  of  young 
minority  men  and  women  to  become  busi- 
ness managers  and  skilled  workers  will 
have  a  crucial  impact  on  American  com- 
petitiveness. American  companies  and 
UNCF  are  taking  that  important  challenge 
together.  UNCF  colleges  are  answering  the 
need  for  tomorrow's  business  leaders  with 
30%  of  their  students  selecting  business 
administration  and  other  related  fields  of 
study.  Like  many  other  leading  companies, 
Westinghouse  is  supporting  UNCF  men- 
toring and  summer  internship  programs 
for  those  students." 

Such  corporate  support  has  historically 
accounted  for  a  significant  part  of  the 


income  to  The  College  Fund.  During  the 
1996-1997  fiscal  year,  more  than  36%  of 
funding,  not  including  bequests,  invest- 
ment gains  and  earnings,  came  from  U.S. 
businesses.  Add  contributions  from  private 
foundations  to  this  amount 
and  the  percentage  rises  even 
further.  Today,  corporate 
giving  and  support  take 
many  forms. 

■  Microsoft  Technology 
Initiative's  donation  of  $6.6 
million  worth  of  software 
and  technical  assistance  to 
UNCF  member  institutions  helps  foster 
the  link  between  higher  education  and 
technology.  Total  two-year  commitment: 
$16.1  million. 

■  Supported  by  a  $  1 0  million  six-year 
commitment,  the  IBM  Technology  Centei 
and  the  IBM  Faculty  Fellowship  Program 
assist  UNCF  in  the  ongoing  development 
of  its  information  management  systems. 
IBM  also  provides  funds,  fellowship 
awards  and  living  stipends  to  assist  UNCF 
member  college  faculty  in  the  completion 
of  doctoral  study. 

■  Financed  by  a  $500,000  gift, 
Amway/Ebony  Business  Leadership 
Program  supports  scholarships  and  sum- 
mer internships  for  UNCF  students 
interested  in  finance  and  banking,  as 
well  as  those  pursuing  their  master's 
degrees  in  business  administration. 

■  Administered  through  a  $300,000 
grant,  UNCF/Amoco  Scholarship 
Program  supports  scholarships  and 
internships  for  students  pursuing  degree: 
in  business,  marketing,  accounting,  engi 
neering  and  information  technology. 

>  Funded  by  a  $200,000  gift,  The  Gap) 
Foundation  Scholars  Program  makes 
scholarships  available  to  UNCF  students 
pursuing  degrees  in  fashion  design,  mer- 
chandise management,  retail  manage- 
ment and  business  administration. 

Investing  in  the  Workforce 
of  Tomorrow 

For  more  than  50  years,  The  College 
Fund  has  proved  itself  to  be  this  nation's 
most  effective  means  of  providing  educa- 
tional opportunity  to  young  minority  men 
and  women.  Its  historic  commitment, 
coupled  with  a  cost  ratio  of  only  14.78% 


RE  your  GOALS 


and  ASPIRATIONS 

THE   SAME   as  THEY 

were  FIVE  YEARS  AGO? 


Then  WHY  IS  YOUR 
INSURANCE  PLAN? 


STATE    FARM  AGENT 
RUBY  MILLER 


Promotion?  New  baby?  Bigger  house: 


Chances  are,  it's  time  to  see  your  State  Farm 
tgent  for  a  free  Family  Insurance  Checkup. 


Your  agent  will  help  review  your  current 


needs  and  long-term  goals,   then  recommen 


ptions  to  update  your  insurance  coverage.  If  it 
sounds  easy,  that's  because  it  is.  Just  call  your 
State  Farm  agent  to  arrange  a  free  Checkup. 
Go  ahead.  Conquer  the  world. 
We'll  help  make  sure  you're  covert.1 


LIKE    A    GOOD    NEIGHBOR,    STATE    FARM    IS  THERE! 


tate  Farm  Insurance  Companies  ~  Home  Offices:  Bloomington,  Illinois 


http://www.statefarm.com 
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Southern  Company 

Whenever  I've  had  the  privilege  of  working 
with  the  leadership  of  a  state  or  locai  cham- 
ber of  commerce,  I've  always  told  our  mem- 
bers that  if  they  didn't  see  education  on  our 
agenda,  then  they  should  ask  for  their  dues 
back  That's  how  committed  I  believe  busi- 
ness should  be  to  helping  improve  education. 

As  a  supplier  of  electricity,  Southern 
Company  has  been  involved  in  the  devel- 
opment of  the  communities  it  serves  for 
more  than  75  years.  And  at  no  time  has  our 
society  needed  partners  in  education  more 
than  today,  as  we  move  faster  and  faster 
toward  a  technology-based  economy. 

That's  why  Southern  Company  works 
with  a  number  of  education  initiatives.  We 
are  proud  that  one  of  those  initiatives  is  the 
United  Negro  College  Fund. 

A.W  Dahlberg 

Chairman,  President,  CEO 

Southern  Company 


has  earned  The  College  Fund  the  distinc- 
tion of  being  named  the  number  one  U.S. 
educational  nonprofit  organization  by  the 
Chronicle  of  Philanthropy,  as  well  as  one  of 
the  top  1 00  charitable  organizations  in  the 
country  by  the  Non-Profit  Times. 

"We  stand  as  the  best  and  brightest 
hope  offered  to  bright,  young  minority 
men  and  women,"  says  The  College 
Fund's  President  and  CEO  William  H. 
Gray  III.  "They  represent  the  minds  of 
tomorrow,  America's  greatest  resource  in 
maintaining  and  extending  our  prosperi- 
ty. They  seek  merely  to  gain  the  same 
access  that  so  many  Americans  take  for 
granted.  Through  our  member  institu- 
tions, The  College  Fund  makes  that 
dream  a  reality  for  some  54,000  students 
each  year." 

For  more  information  on  how  your 
organization  can  help  build  the  leaders  of 
tomorrow,  please  contact  The  College 
Fund  at  800-332-UNCF. 


Author  Greg  Matusky  has  written 
extensively  on  business  topics  for  major 
corporations  and  national  publications. 


State  Farm 

Supporting  education  has  always  been  a 
priority  for  State  Farm.  As  a  company,  we've 
provided  programs,  volunteers,  materials 
and  other  forms  of  support  to  schools. 

State  Farm  has  also  generously  support- 
ed minority  education,  providing  contribu- 
tions to  the  United  Negro  College  Fund, 
the  National  Urban  League,  National  Black 
Child  Development  Institute  and  the 
NAACR 

In  addition,  we've  helped  African- 
American  students  gam  college  admittance 
by  sponsoring  the  SAT  Pre-Game  Clinics 
and  the  Level  Playing  Field  Project. 

"Like  a  Good  Neighbor,  State  Farm  is 
There"  is  more  than  an  advertising  slogan. 
It's  the  way  we  do  business. 

Edward  B.  Rust,  Jr 

President 

State  Farm  Insurance  Companies 


hen  you  feel  valued  for  your  individuality, 
and  your  team  plays  to  your  strengths, 
you're  motivated  to  do  more  and  be  more." 


Sharon  Saunders,  Director  of  Diversity  and  Work-Life  Programs 


T, 


hrough  the  power  of  partnership  and  a  commitment  to  the  spirit  of  the  team,  JCPenney 
provides  a  world  of  opportunity,  in  a  fast-paced,  exciting  culture  where  turn  of  the  century 
traditions  continue  to  guide  one  of  America's  most  successful,  technologically  advanced 
retailers. 

.K  IPenney  is  a  proud  sponsor  of  the  UNCF  and  hclieves  that  a  partnership  for  a  better  America 
rests  on  the  shoulders  of  industry  and  individuals  alike  who  are  dedicated  to  the 
empowerment  and  education  of  all  people. 

JCPenney  offers  stability  in  a  supportive,  career-mentoring  environment,  where  training  and 
guidance  cultivate  young  minds  for  success,  and  advancement  is  a  matter  of  choice.  We  have 
opportunities  in  the  areas  of: 

•  Store  Management         •  Accounting  •  Information  Systems 

•  Catalog  •  Auditing  •  Credit 

If  you're  looking  for  a  working  style  that  encourages  new  ideas  and  supports  individual  values, 
send  your  resume  to:  JCPenney,  Attn:  College  Relations,  P.O.  Box  10001,  Dallas,  TX 
75301-81 15;  FAX:  972-431-2320;  EMAIL:  jeper@jepeiiney.eoin  For  more  information  on 
career  opportunities  at  JCPenney,  visit  our  Web  site  at:  www.jepeiiney.eom 


JCPenney 

i  love  your  Style 


opportunity 


The  power  of  education 
is  in  a  class  by  itself. 

Education  is  the  key  to  achieve- 
ment. That's  why  Rockwell  and  its 
employees  have  contributed  more 
than  $50  million  during  the  past 
decade  to  programs  from  kinder- 
garten through  college,  as  well  as  to 
a  variety  of  other  learning  ventures. 

Today  Rockwell  and  its  people 
support  more  than  200  such  efforts 
across  America.  Involved  at  all  levels 
in  the  lessons  that  benefit  our  lives, 
our  communities  and  our  nation. 

'1*  Rockwell 

www.rockwell.com 


m 


What  energy  company  is  aggressive  enough 
to  succeed  in  a  competitive  environment? 

We're  no  stranger  to  competition.  In  fact,  Southern  Company  provides  electricity  at  a  cost  that's 
16%  below  the  national  average.  It's  helped  us  compete  for  and  win  more  than  2,200  large  customers 
over  the  past  20  years.  So  you  can  be  confident  we'll  thrive  in  a  competitive  world. 

SOUTHERN  mL 
COMPANY 

p://www.southernco.com  v,  -..^ 

i  souton  company     .  %  hnergy to  berve  Your  World 


FUND  SURVEY 


Fund  distributors 


This  directory  lists  the  distributors  of  all  the  funds  in  the  tables  on 
pages  166-250.  The  number  next  to  the  distributor  is  the  lowest  min- 
imum initial  investment  for  non-IRA  accounts.  A  "+"  means  that  some 
of  the  distributors'  funds  require  a  higher  minimum  investment.  The 
bottom  line  of  each  entry  shows  the  number  of  funds  covered  in  this 
survey  and  their  combined  assets.  The  Forbes  Web  site 
(www.forbes.com/extra/)  contains  additional  intormation  about  dis- 
tributors, as  well  as  links  to  their  Internet  sites. 


Fund/minimum  initial  investment  ($) 


AAL  Capital  Management/Si  .(Hid 

800-553-6319 

5  funds;  $3.5  billion 

Acorn  Investment  Trust/$  1,000 
312-634-9200;  800-922-6769 
2  funds;  $5.2  billion 

AIM  Distributors/$500+ 

713-626-1919;  800-347-1919 
20  funds;  $50.0  billion 

Fred  Alger  &  Co/$500 

800-992-3863 

4  funds;  $1.2  billion 

Alliance  Fund  Services/$250 

800-227-4618;  800-221-5672 
20  funds;  $16.2  billion 

ALPS  Mutual  Funds  Services/$  1,000 

800-392-2673 

lfund;  $0.1  billion 

America's  Utility  Fund/$1,000 

804-649-1315;  800-487-3863 
1  fund;  $0.1  billion 

American  Century  lnvestment/$500+ 

800-345-2021 

32  funds;  $47.6  billion 

American  Express  Financial  Advisors/$2,000 

800-437-4332 

28  funds;  $57.0  billion 

American  Funds  Group/$250+ 

800-421-9900 

22  funds;  $199.6  billion 

American  Growth  Fund/none 

800-525-2406 
1  fund;  $0.1  billion 

Amway  Management/$500 

800-346-2670 
1  fund;  $0.1  billion 

Analytic  Optioned  Equity  Fund/$5,000 
213-688-3015;  800-374-2633 
1  fund;  $0.1  billion 


Fund/minimum  initial  investment  ($) 


Aquila  Distributors^  1,000 
212-697-6666;  800-228-4227 
5  funds-,  $1.8  billion 

Aquinas  Funds/$500 

972-233-6655 

1  fund;  $0.1  billion 

Ariel  Mutual  Funds/$1,000 

312-726-0140;  800-292-7435 

2  funds;  $0.3  billion 

Arnhold  &  S  Bleichroeder/$5,000 

212-698-3000;  800-451-3623 

1  fund;  $0.2  billion 

Atlas  Funds/$2,500 

510-447-7415;  800-933-2852 

2  funds;  $0.4  billion 

Baron  Funds/$2,000 

800-992-2766 

1  fund;  $2.3  billion 

Bennington  Capital  Management/Si  ,000 
206-224-7420;  800-759-3504 

3  funds;  $0.3  billion 

Berger  Associates/$2,000 

303-329-0200;  800-333-1001 
3  funds;  $2.9  billion 

Sanford  C  Bernstein  &  Co/$25,000 

212-756-4097 

7  funds;  $9.2  billion 

Berwyn  Funds/$  10,000 
800-992-6757 

2  funds;  $0.3  billion 

Bessemer  Trust/$1,000 

212-708-9100 
1  fund;  $0.2  billion 

Bisys  Fund  Services/$500+ 

800-554-3862 

34  funds;  $9.9  billion 

William  Blair/$5,000 

312-364-8000;  800-742-7272 

3  funds;  $0.8  billion 


Fund/minimum  initial  investment  ($) 


Brandywine  Funds/$25,000+ 

800-656-3017 

2  funds;  $8.3  billion 

Alex  Brown  &  Sons/$2,000 

800-767-3524 

5  funds;  $1.4  billion 

Burnham  Securities/$  1,000 
212-262-3100;  800-874-3863 
1  fund;  $0.1  billion 

Caldwell  &  Orkin  Market  0pportunity/$10,000 

404-239-0707;  800-237-7073 

1  fund;  $0.1  billion 

California  Investment  Trust/$5.000+ 

415-398-2727;  800-225-8778 

2  funds;  $0.3  billion 

Calvert  Group/$1,000+ 

800-368-2748 

5  funds;  $1.6  billion 

Capstone  Asset  Planning/$200 

800-262-6631 

1  fund;  $0.1  billion 

Cardinal  Group  of  Funds/$1,000 

800-282-9446;  800-848-7734 

2  funds;  $0.4  billion 

Caterpillar  Investment  Management^  1,000 
309-675-5123;  800-662-4769 
5  funds;  $1.4  billion 

Century  Shares  Trust/$500 

617-482-3060*;  800-321-1928 
1  fund;  $0.3  billion 

CGM  Funds/$2,500 

617-859-7714;  800-345-4048 

3  funds;  $2.4  billion 

Chase  Global  Funds  Services/$1,000,000 
617-557-8000;  800-448-8430 
5  funds;  $1.6  billion 

Chesapeake  Growth  Fundt 

800-430  3863 
lfund;  $0.6  billion 


*Will  accept  collect  calls.  tClosed  to  new  investors 
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FUND  DISTRIBUTORS 


FUND  SURVEY 


Fund/minimum  initial  investment  I 


Fund/minimum  initial  investment  ($) 


Fund/minimum  initial  investment  ($) 


Chicago  Trust/Montag  &  Caldwell/$2,500 

800-992-8151 

2  funds;  $0.4  billion 

Citizens  Trust/$2,500 

800-223-7010 
i  fund;  $0.1  billion 

Clipper  Fund/$5,000 
310-247-3940;  800-776-5033 
1  fund;  $0.7  biliion 

Clover  Capital  Equity  Va!ue/$2,500 

800-932-7781 
1  fund;  $0.1  billion 

Cohen  &  Steers  Capital  Management/$10,000 

212-832-3232;  800-437-9912 
lfund;  $2.9  billion 

Colonial  Investment  Services/$  1,000 
800-225-2365;  800-426-3750 
17  funds;  $10.8  billion 

Columbia  Funds  Managements, 000+ 
503-222-3606;  800-547-1707 
9  funds;  $6.0  billion 

Compass  Distributors/$500 

888-426-6727 

3  funds;  $0.2  billion 

Copley  Financial  Services/$  1,000 
508-674-8459;  800-424-8570 

1  fund;  $0.1  billion 

Cowen  &  Co/$1,000 
212-495-6000;  800-262-7116 

2  funds;  $0.2  billion 

Crabbe  Huson  Securities/$2,000 

503-295-0111;  800-638-3148 

3  funds;  $0.9  billion 

Davis  Selected  Advisers/$1,000 

800-279-0279 

7  funds;  $7.4  billion 

Dean  Witter  Reynolds/$1,000+ 

212-392-2550;  800-869-6397 
29  funds;  $39.3  billion 

Delaware  Bistributors/$1,000 

800-523-4640 

16  funds;  $9.8  billion  - 

Dodge  &  Cox/$2,500 

800-621-3979 

3  funds;  $8.6  billion 

Dreyfus  Serviced  1,000+ 

800-645-6561 

61  funds;  $34.7  billion 

Dupree  Investment  Advisors/$:CO 
606-254-7741;  800-866-0614 
1  fund;  $0.3  billion 

Eaton  Vance  Distributors/$1,000+ 

617-482-8260;  800-225-6265 
15  funds;  $4.5  billion 


Eclipse  Financial  Services/$1,000 

770-631-0414;  800-872-2710 

2  funds;  $0.3  billion 

Edgewood  Services/$500 

800-446-1012 

14  funds;  $3.0  billion 

Elite  Growth  &  lncome/$10,000 

206-624-5863;  800-423-1068 
lfund;  $0.1  billion 

Empire  Builder/$20,000 

800-847-5886 
lfund;  $0.1  billion 

Enterprise  Group/$1,000 

404-261-1116;  800-432-4320 

3  funds;  $0.6  billion 

Evergreen  Keystone  Distributor^  1,000 
800-343-2898;  800-235-0064 
26  funds;  $11.3  billion 

FAM  Value  Fund/$2,000 

800-932-3271 
1  fund;  $0.3  billion 

FBL  Investment  Advisory  Services/$250 

515-225-5400 
lfund;  $0.1  billion 

Federated  Securities/$500+ 

800-341-7400 

39  funds;  $21.7  billion 

Fidelity  Advisor  Funds/$2,500 

800-522-7297 

15  funds;  $35.9  billion 

Fidelity  Distributors/$2,500+ 

800-544-8888 

126  funds;  $374.6  billion 

Fiduciary  Management's  1,000 
414-226-4555;  800-338-1579 

1  fund;  $0.1  billion 

59  Wall  Street  Oistributors/$  1 00.000 
800-625-5759 

3  funds;  $0.4  billion 

First  American  Funds/$1,000 

612-341-6783;  800-637-2548 

4  funds;  $0.3  billion 

First  Dominion  Capital/$  1,000 
804-285-8211;  800-527-9500 

2  funds;  $0.3  billion 

First  Fund  Distributors/$2,500 

888-737-5677 

2  funds;  $0.4  billion 

First  Investors  Management^  1,000 

800-423-4026 

8  funds;  $1.8  billion 

Firstar  Mutual  Funds/$1,000 

414-287-3710;  800-982-8909 

3  funds;  $0.3  billion 


Flex  Funds/$2,500 

614-766-7000;  800-325-3539 
1  fund;  $0.1  billion 

Fortis  Financial  Group/$500 

800-800-2638 

7  funds;  $2.0  billion 

Forum  Financial  Services/$10,000+ 

800-953-6786 

5  funds;  $6.1  billion 

Founders  Asset  Management/Si, 000 

303-394-4404;  800-525-2440 

8  funds;  $4.1  billion 

FPA  Fund  Distributors/$1,500 

800-982-4372 

3  funds;  $1.9  billion 

FPS  Services/$1,000 

610-239-4500;  800-245-2100 
lfund;  $0.1  billion 

Franklin/Templeton  Distributors/$100+ 

415-312-2000;  800-342-5236 
58  funds;  $98.2  billion 

Fremont  Mutual  Funds/$2,000 

800-548-4539 

3  funds;  $1.0  billion 

Funds  Distributor/$1,000 

800-982-8782 

1  fund;  $0.5  billion 

Gabelli  &  Company/$1,000 

800-422-3554 

8  funds;  $3.0  billion 

Galaxy  Funds/$2,500 

800-628-0414 

9  funds;  $2.0  billion 

GAM  Funds/$5,000 

800-426-4685 

2  funds;  $1.5  billion 

Gateway  Trust/$1,000 

513-248-2700;  800-354-6339 
1  fund;  $0.2  billion 

General  Electric  lnvestment/$500 

203-326-4040;  800-242-0134 
1  fund;  $0.1  billion 

General  Securities/$1.500 

800-939-9990 
1  fund;  $0.1  billion 

Gintel  &  Co/$5.000 
203-622-6400;  800-243-5808 
1  fund;  $0.2  billion 

GNA  Investors  Trust/$500 

206-625-1755*;  800-656-6626 
1  fund;  $0.1  billion 

Goldman  Sachs  Funds/$1,000 

800-762-5035;  800-292-4726 

6  funds;  $3.6  billion 


'Will  accept  collect  calls. 
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Fund/minimum  initial  investment  ($) 


make  a  wise  move. 


Gradison  Mutual  Funds/$  1,000 
513-579-5000;  800-869-5999 

3  funds;  $0.8  billion 

Great  Western  Sierra  Trust  Funds/$250 

800-222-5852 

4  funds;  $0.6  billion 

Greenspring  Fund/$2,000 

410-823-5353;  800-366-3863 
1  fund;  $0.1  billion 

Griffin  Financial  Services/$  1,000 
800-676-4450 

1  fund;  $0.2  billion 

GT  Global  Financial  Services/$500 

800-548-9995 

17  funds;  $7.5  billion 

Guardian  Investor  Services/$1,000 

800-221-3253 

3  funds;  $2.1  billion 

John  Hancock  Funds/$1,000 

800-225-5291 

19  funds;  $14.2  billion 

Harris  Associates  Investment  Mgmt/$  1,000 

800-625-6275 

2  funds;  $7.0  billion 

HCA  Securities/$2,000 

800-422-1050 

6  funds;  $9.2  billion 

Heartland  Advisors/$  1,000 
800-432-7856 

3  funds;  $2.2  billion 

Heritage  Asset  Management^  1,000 
800-421-4184 

3  funds;  $0.4  billion 

JJB  Hilliard,  WL  Lyons/$1.000 

502-588-8400;  800-444-1854 
1  fund;  $0.5  billion 

HomeState  Pennsylvania  Growth  Fund/$500 

717-396-1116;  800-232-0224 
1  fund;  $0.1  billion 

Homestead  Value  Fund/$500 

800-258-3030 

1  fund;  $0.3  billion 

Hotchkis  and  Wiley/$  10,000 
213-362-8888;  800-236-4479 

4  funds;  $1.3  billion 

HSBC  Funds/$1,000 

614-470-8000;  800-554-3862 

2  funds;  $0.2  billion 

Wayne  Hummer  &  Co/$1,000 

800-621-4477 
1  fund;  $0.1  billion 

lAi  Funds/$5,000 

800-945-3863 

5  funds;  $1.3  billion 
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#1  yielding 
money  market  fund. 

Our  yield  currently  ranks  #1  of  23 1  general  money  market  funds 
according  to  IBC  Financial  Data  for  the  7-day  period  ended  7/15/97. 
So,  for  a  highly  competitive  return  from  a  money  market  fund  keenly 
focused  on  holding  expenses  to  a  minimum,  follow  the  smart  money 
to  Zurich  YieldWise.  You  can  also  rest  easy,  knowing  your  money  is 
being  managed  by  Chicago-based  Zurich  Kemper  Investments,  who 
helped  pioneer  money  market  funds  over  20  years  ago. 

100%  No-Load  •  $25,000  minimum 

For  the  current  yield  and  a  free  YieldWise  Fact  Kit  with  prospectus, 
call  toll  free  1-888-523-4144  ext.  332. 


Yield  shown  is  the  average  annualized  net  investment  income  per  share.  The  advisor  is  waiving  man 
agement  fees  of  .50%  and  absorbing  expenses  of  .13%.  Otherwise,  the  yields  would  have  b( 
5.31%  and  5.14%  respectively.  Money  funds  are  neither  insured  nor  guaranteed  by  the  U.S. 
Government.  There  is  no  assurance  that  a  fund  will  maintain  a  $  1  share  value.  Yield  flucti  lates.  Past 
performance  is  no  guarantee  of  future  results.  For  more  complete  information,  including  management 
fees  and  expenses,  call  Zurich  Kemper  Distributors,  Inc.  at  the  number  below  for  a  free  prospectus 
kit.  Please  read  it  carefully  before  you  invest  or  send  money.  1030310 


1-888-523-4144  ext.  332 
www.zurichfunds.com/yieldwise 

125  years  of  history,  managing 
over  $150  billion  globally. 


ZURICH 


□ 

□ 

FUND  DISTRIBUTORS 

FUND  SURVEY 

Fund/minimum  initial  investment  ($) 


Fund/minimum  initial  investment  ($) 


Fund/minimum  initial  investment  ($) 


lnterSecurities/$500 

800-851-9777 

2  funds;  $0  9  billion 

Invesco  Funds  Group/$  1,000 
303-930-6300;  800-525-8085 
19  funds;  $13.7  billion 

ISI/$5,000 

800-955-7175 

3  funds:  $0.5  billion 

Ivy  Mackenzie  Funds/$1,000 

800-456-5111 

4  funds;  $3.0  billion 

Janney  Montgomery  Scott/$  1,000 

800-526-6397 
1  fund;  $0.1  billion 

Janus  Capital/$2,500 

800-525-8983 

10  funds;  $41.8  billion 

Jones  &  Babson/$500+ 

816-471-5200;  800-422-2766 
7  funds;  $2.3  billion 

Jundt  Growth  Fund/$1,000 

800-543-6217 
1  fund;  $0.1  billion 

Kaufmann  Fund/$1,500 

212-922-0123;  800-274-1520 

1  fund;  $5.7  billion 

Kemper  Distributors/Sl.000 

800-621-1048 

23  funds;  $28.8  billion 

Key  Mutual  Funds/$500 

800-422-7273 

2  funds-,  $0.2  billion 

Landmark  Funds/Si .000 
800-721-1899 

2  funds;  $0.5  billion 

Lazard  Freres  Asset  Management#/$1,000,000 

800-823-6300 

5  funds;  $3.9  billion 

Le  -^nds/$l,000 

212-425-61 16;  800-221-5822 
1  fund;  $0.1  ,'iiHon  , 

Legg  Mason  Wood  Vv'3lker/$1,000+ 
410-539-0000;  800  577-8589 
10  funds;  $5.7  billion 

Lexington  Managements  1.000 

201-845-7300*;  800-526-0056 
4  funds;  $1.1  billion 

Lincoln  Investment  Planning/  1  000 
800-866-9393 

3  funds;  $0.5  billion 

Loomis  Sayles#/$250,000+ 

617-482-2450;  800-633-3330 

4  funds;  $1.2  billion 


Lord  Abbett  &  Co/$250+ 

800-874-3733 

16  funds;  $15.3  billion 

Lutheran  Brotherhood  Securities/$500 

800-328-4552 

5  funds;  $3.4  billion 

Mairs  &  Power/$2,500 

800-304-7404 

I  fund;  $0.3  billion 

Managers  Funds/$2,000 

203-857-5321;  800-835-3879 
3  funds;  $0.7  billion 

MAP-Equity  Fund/$250 

973-268-4549;  800-559-5535 
lfund;  $0.1  biliion 

MAS  Funds#/$5,000,000 
800-354-8185 

II  funds;  $10.6  billion 

Massachusetts  Financial  Services/$  1,000 
617-954-5000*;  800-225-2606 
24  funds;  $32.3  billion 

Mathers  Fund/$1,000 

847-295-7400;  800-962-3863 
lfund;  $0.1  billion 

Mentor  Funds/$1,000 

804-782-3648;  800-382-0016 
5  funds;  $1.2  billion 

Meridian  Fund/$1,000 

415-461-6237;  800-446-6662 
1  fund;  $0.4  billion 

Merrill  Lynch  Funds  Oistributor/$1,000 

800-637-3863 

37  funds;  $71.4  billion 

Midas  Fund/$1,000 

212-480-6432;  800-400-6432 

1  fund;  $0.1  billion 

Mimlic  Sales/$250 

800-665-6005 

2  funds;  $0.1  billion 

Monetta  Fund/$1,000 

630-462-9800;  800-666-3882 
1  fund;  $0.2  billion 

Montgomery  Funds/$1,000 

415-248-6000;  800-572-3863 
7  funds;  $3.1  billion 

JP  Morgan  &  Co/$25,000+ 

800-521-5411 

9  funds;  $4.6  billion 

Morgan  Grenfell  Investment  Trust/$250,000 

212-230-2600;  800-814-3401 
5  funds;  $1.5  billion 

Morgan  Keegan  &  Co/$500 

800-564-2113 

1  fund;  $0.1  billion 


Morgan  Stanley  &  Co/$500 

800-438-6726 

4  funds;  $0.8  billion 

Muhlenkamp  Fund/$200 

412-935-5520;  800-860-3863 

1  fund;  $0.1  billion 

Munder  Capital  Management/$500 

810-901-0770;  800-239-3334 

2  funds;  $0.3  billion 

Murphey  Favre/$1,000 

509-353-3550;  800-543-8072 

4  funds;  $1.1  billion 

Nations  Fund/$1,000 

800-321-7854 

9  funds;  $4.4  billion 

Nationwide  Financial  Services/$250+ 

800-848-0920 

5  funds;  $3.2  billion 

Navellier  Aggressive  Small  Cap  Equity/t 

800-887-8671 
1  fund;  $0.1  billion 

ND  Tax-Free  Fund/$1,000 

701-857-0236;  800-276-1262 

1  fund;  $0.1  billion 

Neuberger  &  Berman  Managements  1,000+ 
800-877-9700 

8  funds;  $14.5  billion 

New  England  Fund  Group/$2,500 

617-578-1174;  800-225-5478 

9  funds;  $3.3  billion 

Nicholas-Applegate/$1,000+ 

800-551-8045 

5  funds;  $1.4  billion 

Nicholas/$500+ 

414-272-6133*;  800-227-5987 
4  funds;  $6.0  billion 

Northeast  Investors  Trust/$1,000 

617-523-3588;  800-225-6704 

2  funds;  $1.9  billion 

Northstar/$2.500 

203-863-6200;  800-595-7827 

6  funds-,  $1.8  billion 

John  Nuveen  &  Co/$3,000 

800-621-7227 

12  funds;  $3.5  billion 

NYLife  Distributors/$500+ 

800-624-6782 

6  funds;  $8.7  billion 

Oak  Value  Fund/$2,500 

800-622-2474 
1  fund;  $0.1  billion 

Oberweis  Funds/$1,000 

630-801-6000;  800-323-6166 
1  fund;  $0.2  billion 


*Wi  1 1  accept  collect  calls.  tClosed  to  new  investors.  Available  at  lower  minimum  through  discount  brokerage. 
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Fund/minimum  initial  investment  ($) 


Offitbank/$250,000 

800-618-9510 

2  funds;  $1.2  billion 

One  Group/$  1,000 

800-480-4111 

6  funds;  $0.9  billion 

Oppenheimer  Funds/$  1,000 
303-768-3200*;  800-525-7048 
29  funds;  $46.7  billion 

Overland  Express/$  1,000 
800-572-7797 

3  funds;  $0.7  billion 

PaineWebber/$l,000 

800-647-1568 

14  funds;  $5.4  billion 

L  Roy  Papp  &  Associaies/$5.000 

602-  956-1115;  800-421-4004 

2  funds-,  $0.2  billion 

Parnassus  lnvestments/$2,000 

415-778-0200*;  800-999-3505 
1  fund;  $0.3  billion 

Pasadena  Group  of  Mutual  Funds/$1,000 

800-882-2855 

3  funds;  $0.8  billion 

Pax  World  Fund/$250 

603-  431-8022;  800-767-1729 

1  fund;  $0.6  billion 

Payden  &  Rygel  Investment  Group/$5,000 

213-625-1900;  800-572-9336 

2  funds;  $0.8  billion 

PBHG  Funds/$2,500 

800-809-8008 

2  funds;  $7.3  billion 

Pelican  Fund/$5,000 

800-447-3167 

1  fund;  $0.2  billion 

Permanent  Portfolio^  1,000 
800-531-5142 

2  funds;  $0.2  billion 

PFS  Oistributors/t 

800-544-5445 

3  funds;  $5.2  billion 

Philadelphia  Fund/$  1,000 

800-749-9933 

1  fund;  $0.1  billion 

Phoenix  Equity  Planning/$500 

800-243-4361 

13  funds;  $7.6  billion 

Pilgrim  America  Group/$1,000 

800-334-3444 
1  fund;  $0.3  billion 

Pimco  Advisors/$1,000+ 

800-927-4648;  800-426-0107 
23  funds;  $26.3  billion 


*Will  accept  collect  calls.  tClosed  to  new  investors. 


Forbes  ■  August  25,  1997 


A  Less  Taxing  Way 
To  Invest 

To  give  you  more  in  after  tax  returns,  Vanguard 
Tax-Managed  Fund  combines  three  tactics 
to  reduce  taxable  capital  gains  distributions: 
minimize  portfolio  turnover... use  a  tax-conscious 
sell-selection  strategy. .  .and  encourage  long-term 
investing. 

Three  Low-Cost  Portfolios 
Combat  High  Taxes 

Growth  and  Income  Portfolio  attempts  to 
provide  growth  of  capital  and  moderate  current 
income  benchmarked  to  the  Standard  &  Poor's 
500  Index. 

Capital  Appreciation  Portfolio  seeks  capital 
growth  by  investing  in  a  sample  of  low-yielding 
large  and  medium  capitalization  stocks  from  the 
Russell  1000  Index. 

Balanced  Portfolio  invests  in  intermediate -term 
municipal  bonds  and  a  sample  of  Russell  1000 
stocks. 

The  minimum  initial  investment  is  $10,000 
per  Portfolio. 

Call  1-800-962-5025 

For  A  Free  Information  Kit 

www.  vanguard,  com 

The  Kit  contains  a  Vanguard  Tax-Managed  Fund 
Prospectus  with  more  complete  information  on 
distribution  charges  and  other  expenses.  Please  read 
it  carefully  before  investing  or  sending  money 

The  Fund's  Portfolios  are  not  sponsored  by  nor 
affiliated  with  Standard  &  Poor's  Corporation  or 
the  Frank  Russell  Company. 

©  1997  Vanguard  Marketing  Corp.,  Distributor 
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FUND  DISTRIBUTORS 


FUND  SURVEY 


Fund/minimum  initial  investment  ($) 


Fund/minimum  initial  investment  ($) 


Fund/minimum  initial  investment  ($) 


Pioneer  Group/$50+ 

617-742-7825;  800-225-6292 
12  funds;  $16.5  billion 

Piper  Capita!  Management/$260 

612-342-6402;  800-866-7778 
6  funds;  $1.0  billion 

T  Rowe  Price  Associates/$2,500 

800-638-5660 

41  funds;  $67.7  billion 

Principal  Preservation  Funds/$  1,000 
414-334-5521;  800-826-4600 
1  fund;  $0.1  billion 

Princor  Financial  Services/$  1,000 

800-451-5447 

10  funds;  $2.3  billion 

Provident  Institutional  Managements, 500 

302-791-3108 

1  fund;  $0.1  billion 

Prudential  Securities/$  1,000+ 

800-225-1852 

33  funds;  $25.2  billion 

Putnam  Mutual  Funds/$500+ 

800-225-1581 

41  funds;  $117.5  billion 

Quantitative  Advisors/$5,000 

617-259-1144;  800-331-1244 

2  funds;  $0.1  billion 

Reich  &  Tang/$5,000 

800-676-6779 

2  funds;  $0.2  billion 

Rimco  Monument  Funds/$500 

800-934-3883 
1  fund;  $0.1  billion 

Robertson,  Stephens  &  Co/$5,000 
800-766-3863;  800-288-7726 
4  funds;  $2.0  billion 

Rodney  Square  Funds/$  1,000 

800-336-9970 
1  fund;  $0.1  billion 

Rcjlston  Research/$250 

800-332-6459 
1  fund;  $0.1  billion 

Royce  Funds/$2,000 
800-221-4258 

3  funds;  $1.2  billion 

Rushmore  6n  sp/$2,500 

800-343-3355 

1  fund;  $0.2  bit! 

Russell  Fund  Disi:..  rrs/$l,000 

800-997-7327 

6  funds;  $2.9  billion 

Ryback  Management 

314-727-5305 

3  funds;  $3.6  billion 


Rydex  Funds/$25,000 

301-468-8520;  800-820-0888 

3  funds;  $1.2  billion 

Safeco  Securities/'!  1,000 
206-545-5530*;  800-426-6730 

5  funds;  $2.4  billion 

Salomon  Brothers  Asset  Management/$500+ 

800-725-6666 

4  funds;  $1.2  billion 

Schroder  Capital  Management  lntl/$10,000+ 

800-730-2932 

3  funds;  $0.3  billion 

Charles  Schwab/$1,000 

415-627-7000;  800-435-4000 

6  funds;  $15.9  billion 

Schwartz  Value/$25.000 
810-644-8500* 

1  fund;  $0.1  billion 

Scudder  Investor  Services/$500+ 

800-225-2470 

32  funds;  $36.1  billion 

Securities  Management  &  Research/$100 

800-231-4639 

2  funds;  $0.4  billion 

Security  Distributors/$100 

785-431-3000;  800-888-2461 

3  funds;  $0.9  billion 

SEI/Fund  Resources/$1,000+ 

800-342-5734 

10  funds;  $1.8  billion 

Seligman  Financial  Services  #/$  1,000+ 
212-850-1864;  800-221-7844 
15  funds;  $10.8  billion 

Sentinel  Financial  Services/$1,000 

800-282-3863 

5  funds;  $2.1  billion 

Sentry  Equity  Services/$500 

800-533-7827 
1  fund;  $0.1  billion 

Sequoia  Fund/t 

212-832-5280*;  800-686-6884 

1  fund;  $3.2  billion 

SIFE  Trust/$200 

510-988-2400;  800-524-7433 
lfund;  $0.9  billion 

SIT  Investment  Associates/$2,000 

800-332-5580 

5  funds;  $1.0  billion 

Skyline  Funds/$1,000 

312-913-0900;  800-458-5222 

2  funds;  $0.5  billion 

Smith  Barney  Mutual  Funds  Mgmt/$  1.000 

800-451-2010 

30  funds;  $56.9  billion 


Smith  Breeden  Associates/$500 

800-221-3138 

1  fund;  $0.1  billion 

SoGen  Securities/$  1,000 
800-334-2143 

2  funds;  $5.3  billion 

Southeastern  Asset  Managements 

901-818-5100;  800-445-4469 
2  funds;  $3.3  billion 

Stagecoach  Asset  Management^  1,000 

800-222-8222 

12  funds;  $3.5  billion 

Standish,  Ayer  &  Wood  Inv  Trust/$100,000 

800-729-0066 

6  funds;  $4.4  billion 

State  Street  Research  Invest  Svcs/$2,500 
800-882-0052 

11  funds;  $4.1  billion 

Stein  Roe  &  Farnham/$2,500 

800-338-2550 

12  funds;  $5.9  billion 

Stratton  Funds/$2,000 

800-634-5726 

2  funds;  $0.1  billion 

Strong/Corneliuson  Capital  Management/$250+ 

800-368-3863 

19  funds;  $13.9  billion 

SunAmerica  Asset  Management/$500 

800-858-8850 

6  funds;  $1.0  billion 

Sunstone  Financial  Group/$500+ 

414-271-5885;  800-935-3004 
14  funds;  $5.3  billion 

Templeton  Funds  Distributors/$100 

800-632-2301 

10  funds;  $44.8  billion 

Thornburg  Managemem7$5,000 

800-847-0200 

4  funds;  $1.4  billion 

Tocqueville  Fund/$5,000 

212-698-0857;  800-697-3863 

1  fund;  $0.1  billion 

Torray  Fund/$10,000 

301-493-4600;  800-443-3036 
lfund;  $0.4  billion 

Tweedy,  Browne/$2,500 

800-432-4789 

2  funds;  $2.2  billion 

United  Services  Advisors/$  1.000 

800-873-8637 

2  funds;  $0.3  billion 

USAA  Investment  Managements, 000 

800-382-8722 

21  funds;  $19.1  billion 


*Will  accept  collect  calls.  tClosed  to  new  investors.  #Available  at  lower  minimum  through  discount  brokerage. 
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Fund/minimum  initial  investment  ($) 


Value  Line  Securities/!  1.000 

800-223-0818 

8  funds;  $1.6  billion 

Van  Eck  Global/$1,000 

212-687-5200;  800-221-2220 
3  funds;  $0.5  billion 

Van  Kampen  American  Capital/$500 

800-421-5666 

20  funds;  $20.4  billion 

Vanguard  Group  of  Investment  Cos/$1,000+ 

800-835-1510 

67  funds;  $264.0  billion 

Vista  Mutual  Funds/$2,500 

800-648-4782 

6  funds;  $3.5  billion 

Waddell  &  Reed/$500+ 

913-236-2000;  800-366-5465 
17  funds;  $16.7  billion 

Warburg  Pincus/$1,000+ 

800-257-5614 

6  funds;  $5.7  billion 

Wasatch  Advisors  Funds/$2,000 
800-551-1700 

3  funds;  $0.4  billion 

Weiss,  Peck  &  Greer/$2,500+ 

800-223-3332 

5  funds;  $0.6  billion 

Weitz  Funds/$25,000+ 
402-391-1980;  800-232-4161 

2  funds;  $0.4  billion 

Westchester  Capital  Management/ f 

800-343-8959 
1  fund;  $0.4  billion 

MJ  Whitman/!  1,000 
800-443-1021 
1  fund;  $1.2  billion 

Wood  Logan/$1,000 

800-872-8037 

4  funds;  $0.6  billion 

Wood,  Struthers  &  Winthrop  Mgmt/$250 
800-225-8011 

3  funds;  $0.5  billion 

Woodward/Pegasus/$  1,000 

800-688-3350 

1  fund;  $0.1  billion 

Wright  Investors'  Service  Distributors^  1,000 

800-888-9471 

1  fund;  $0.3  billion 

Yacktman  Fund/$2,500 

800-525-8258 

1  fund;  $1.1  billion 

Yorktown  Distributors/$500 

804-846-1361;  800-544-6060 
1  fund;  $0.1  billion 

Zweig  Securities/$1,000 

800-272-2700 

3  funds;  $2.2  billion 

tClosed  to  new  investors. 
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Our  five-year  rating 


is  in... 


if 


*  *  *  * 

MORNINGSTAR     5  -  YEAR     RANKING  6/30/97 
Top  10%  out  of  1,134  domestic  equity  funds 

The  Robertson  Stephens 

Value  + 
Growth  Fund 


Ron 
Elijah 


No  Load 


30.11% 

One- Year 
Total  Return 
6/30/96  -  6/30/97 


25.47% 

Five- Year 
Average  Annual  Return 
6/30/92  -  6/30/97 


1-800-766-3863 

ext.  879 

www.rsim.com 


24.23% 

Average  Annual  Return 

Since  Inception 
5/12/92-6/30/97 


Performance  data  represents  past 
performance,  which  is  no  guaran- 
tee of  future  results.  Investment 
return  and  principal  value  will 
fluctuate  so  that  shares,  when 
redeemed,  may  be  worth  more  or 
less  than  their  original  cost. 


OneSource 


FROM  SCHWAI 


ROBERTSON 
STEPHENS  & 
COMPANY 


1'800^NO--LOAD 


SINCE 


1  9 


For  the  three-year  period  ending  6/30/97,  the  Fund  received  three  stars  and  was  rated  among  199  imestic  equi- 
ty funds. 

For  more  information,  including  management  fees,  expenses,  and  the  special  risks  associ:  te  I  «  ith  this  rund,  call 
Robertson,  Stephens  &  Company  LLC,  distributor,  for  a  prospectus.  Read  it  carefullv  bj  I  ire  you  invest. 

Morningstar's  proprietary  ratings  reflect  historical  risk-adjusted  performance,  are  subject  to  change  monthly  and 
are  calculated  from  the  Fund's  five-year  average  annual  returns  in  excess  of  90-day  T-bill  returns  with  appropriate 
fee  adjustments.  Ten  percent  of  the  funds  in  an  investment  category  receive  five  stars,  the  next  22.5%  receive  four 
stars  and  the  next  35%  receive  three  stars. 

Charles  Schwab  &  Co.,  Inc.,  member  SIPC/NYSE,  provides  recordkeeping  and  shareholder  services 
for  shares  purchased  through  its  Mutual  Fund  OneSource'  Service.  , 


Fund  Manager 


m 


TRA NSAM  ERIC A   PREMIER   EQUITY  FUND 

-I 


64.72  % 

Total  return  since  inception 
10/2/95  -  6/30/97 

51.38% 

One  year  as  of  6/30/ 97 

33-°5  % 

Annualized  from  inception 
10/2/95  as  of  6/30/97 


The  Transamerica  Premier  Equity  Fund  is  one  of  the  top  ten 
Equity  Funds  in  the  country.*  And,  for  as  little  as  $50  a 
month  (ahout  the  cost  of  dinner),  you  can  benefit  from  this 
phenomenal  performance.  Call  today. 


The  Transamerica  Premier  Equity  Fund  was  2nd  out  of  734  growth  funds  for 
the  12-month  period  ending  6/30/97  as  ranked  by  llpper  analytical  services, 
Inc.  Past  performance  is  no  guarantee  of  future  results.  The  investment 
return  and  principal  of  the  fund  will  fluctuate  and  an  investor's  shares,  when 
redeemed,  may  be  worth  more  or  less  than  their  original  cost.  systematic 
Investment  Plans  do  not  assure  a  profit  or  protect  against  loss  in  declining 
markets.  For  complete  information,  including  risks  and  expenses,  please 
call  for  a  prospectus.  Read  it  carefully  before  you  invest. 
Transamerica  Securities  Sales  Corporation,  Distributor. 


Transamerica 
premier  funds 

1-800-89-ASK-US 
Ask  for  extension  304 
http://funds.transamerica.com 
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THE  FORBES/ BARRA  WALL  STREET  REVIEW 


BY  ERIC  S.  HARDY 


Sure,  Boeing  and  Coca-Cola  are 
great  companies,  but  are  they  worth 
their  high  earnings  multiples  and  low 
dividend  yields?  "I'm  more  comfort- 
able investing  in  lower  p/e  [stocks], 
regardless  of  their  size,  than  in  big 
companies  with  grossly  inflated 
p/es,"  says  Albert  Nicholas,  who 
manages  five  mutual  funds  for 
Nicholas  Group  in  Milwaukee.  His 
flagship  $5  billion  Nicholas  Fund  is 
lagging  the  market  this  year,  but 
Forbes  gives  it  an  above-average  "B" 
rating  for  both  up  and  down  stock 
market  cycles. 

Nicholas  recently  added  Wallace 
Computer  Services  (wcs,  $33),  which 
sells  for  18  times  trailing  earnings,  and 
McDonald's  (mcd,  $53),  which  is 
struggling  at  home  but  has  big  growth 
prospects  overseas,  and  is  priced  at  22 
times  expected  1997  earnings. 


Special  focus 


The  s&r  500  index  is  up  29%  since  the 
beginning  of  the  year,  but  fashion  design 
firms  have  not  followed  suit.  On  average 
these  stocks  have  lost  20%  since 
December  1996.  Based  on  the  1997  con- 
sensus earnings  estimates  the  first  four 
fashion  companies  listed  below  look 
cheap;  the  remaining  four  are  still  not 
bargains. 

Good  looks  aren't  everything 


Company 

Recent 
price 

1997 
est  P/E 

Designer  Holdings 

$7.06 

8 

Farah 

7.06 

13 

Guess 

9.69 

8 

Salant 

2.88 

6 

Donna  Karan  International 

11.94 

36 

Gucci* 

64.13 

19 

Mossimo 

7.50 

107 

Phillips-Van  Heusen 

14.25 

20 

*  American  Depositary  Receipt. 

Sources:  Worldscope  via  OneSource  Information  Services;  IBES  Express. 

The  overall  market 


5100 
4700 
4300 
3900 
3500 
3100 


The  Barra  All-US  price  index  as  of  8/1/97 

Market  value:  $10.5  trillion 
P/E:  22.7 

P/E  minus  negative  EPS:  21.2 
Price/book:  3.4 
Yield:  1.5% 


12-month  closeup 


'87  '88 


•90    '91    '92    '93    '94    '95   '96  '97 


•  Barra  index 
— 1 200-day  moving  average 

AS0NDJ  FMAMJJ 

'96  '97 


Closeup  on  the  markets 


Index  or  investment 


2-week  change 


%  change  from 
1  year  ago    5-year  high 


The  best  and  worst  performing  stocks 


The  best  and  worst  performing  industry  factors8 


Best 

2-week 
change 

Change 
since 
12/31/96 

Worst 

2-week 
change 

Change 
since 
12/31/96 

Tobacco 

12.5% 

13.5% 

Liquor 

-2.1% 

8.3% 

Construction 

9.4 

31.8 

Publishing 

-0.8 

Financial  services 

8.2 

52.1 

Gas  utilities 

-0.6 

Aluminum 

7.5 

27.0 

Paper 

-0.2 

24.5  I 

Banks 

6.8 

31.9 

Health  care 

0.0 

24.7 

Barra  All-US  index 

3.1% 

37.6% 

-0.6% 

SKP/Barra  Growth  index 1 

2.4 

 |  47.5 

-0.7 

S&P/Barra  Value  index 

4.7 

|  38.2 

-0.8 

Dow  Jones  industrials 

3.8 

 MB  44.3 

-0.7 

S&P  500 

3.5 

|  43.0 

-0.7 

NYSE 

|  38.7 

-0.7 

Nasdaq 

3.0 

_J  41-7 

0.0 

PSE  Tech  100 3 

3.9 

 |  64.0 

0.0 

EAFE" 

13.8 

-2.2 

CRB  futures  index5  6 

3.5 

■■■■■■1 

-7.0 

Gold  (Comex  spot) 

-16.1 

-21.8 

Yen6  (per$US) 

2.5 

H|  10.8 

-7.4 

Oil  (W  Texas  Intermediate) 

5.2 

■■^■■■■■m  -3.2 

-23.8 

2-week 

1997 

2-week 

1997 

Best 

Price 

change 

EPS' 

Worst 

Price 

change 

EPS' 

Stanford  Telecomm 

$27.50 

57% 

$0.69 

Hybridon 

$3.06 

-39% 

$-1.36 

learning  Co 

13.44 

54 

1.76 

Cellular  Technical  Svcs 

3.78 

-31 

0.33 

Premenos  Technology 

13.13 

48 

0.05 

Converse 

11.00 

-31 

0.32 

Alliance  Semiconductor 

15.13 

47 

0.24 

AEP  Industries 

25.00 

-26 

3.80 

Signet  Banking 

52.94 

44 

2.35 

Maxicare  Health  Plans 

18.50 

-25 

1.33 

Note:  Data  for  period  ending  8/1/97.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  U.S.  common  stocks  for  which  price  quotations  are  available  and  ordinary  shap  foreign  stocks  traded  on  U.S. 
markets.  ADRs,  REITs  and  closed-end  funds  are  excluded.  'Total  return  of  more  than  150  large-capitalization  stocks  that  have  high  historical  earnings  growth  and  have  predicted  ^aove-average  earnings  growth. 
Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  3A  Drice-weighted  index  of  IOC  widely  followed  U.S.  technology 
stocks.  Base  value  12/31/82  =  50  (adjusted).  4A  dollar-denominated  capitalization-weighted  index  of  more  than  1,100  foreign  stocks.  Source:  Morgan  Stanley  Capital  International.  Index  of  21  commodity 
futures.  6Source:  Bridge-Commodity  Research  Bureau.  'Estimate.  Source:  IBES  Express.  "Shows  return  after  controlling  for  other  influences,  including  company  size,  va^e  and  growth  characteristics.  Multi- 
industry  firms  have  proportional  contributions  in  two  or  more  groups.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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NEW  ISSUES  REVIEW 


The  biggest  new  issues1 


Company/business 

Exchange 

Offer 
date 

Offer 
price 

6/30/97 
price 

Offering 
($mil) 

Lead 
underwriter 

Performance  to  date 
absolute    rel  to  mkt 

Polo  Ralph  Lauren/designs  &  markets  apparel 

n 

6/11/97 

$26.00 

$27.38 

$767 

Goldman  Sachs 

5% 

103 

Qwest  Communications/telecomm  services 

0 

6/23/97 

22.00 

27.25 

297 

Salomon  Brothers 

24 

123 

Healthcare  Recoveries/healthcare  services 

0 

5/21/97 

14.00 

19.38 

137 

Bear  Stearns 

38 

131 

Journal  Register/newspapers 

n 

5/7/97 

14.00 

19.88 

131 

Morgan  Stanley  Dean  Witter  42 

131 

Hanover  Compressor/equipment  rental  services 

n 

6/30/97 

19.50 

19.50 

129 

Goldman  Sachs 

0 

100 

ARM  Fiii3nci3l/financial  services 

a 

6/18/97 

15.00 

20.00 

120 

Morgan  Stanley  Dean  Witter  33 

134 

Essex  Intsniational/wire  &  cable  products 

n 

4/17/97 

17.00 

27.88 

98 

Goldman  Sachs 

64 

141 

Pierce  Leahy/data  storage  services 

n 

6/30/97 

18.00 

18.00 

96 

Smith  Barney 

0 

100 

M  Direct  Distribution/industrial  machinery  wholesaling 

I  n 

6/26/97 

20.00 

25.63 

85 

Merrill  Lynch 

28 

128 

ivteximus/consulting  services 

n 

6/13/97 

16.00 

17.88 

84 

DU 

12 

113 

Performance  update 


BY  ROBERT  J.  SHERWOOD 


The  best  new  issues1 


Offer 

Offering 

Lead 

Performance  to  dat 

Company/business 

price 

($mil) 

underwriter 

absolute 

rel  to  m\ 

Rambus/semiconductors 

$12.00 

$33 

Morgan  Stanley  Dean  Witter 

289% 

365 

BEA  Systems/software 

6.00 

30 

Goldman  Sachs 

204 

261 

LHS  Group/software 

16.00 

77 

Goldman  Sachs 

174 

260 

Gulf  Island  Fabrication/metal  fabricating 

15.00 

30 

Morgan  Keegan 

71 

145 

Peregrine  Systems/networking  systems 

9.00 

21 

UBS  Sees 

71 

148 

The  worst  new  issues1 

Offer 

Offering 

Lead 

Performance  to  dat 

Company/business 

price 

($mil) 

underwriter 

absolute 

rel  to  ml 

AccelGraphics/3-D  graphics  software 

$9.00 

$23 

Cowen 

-54% 

38 

DTM/laser  systems 

8.00 

24 

AG  Edwards 

-47 

49 

Marine  Management  Systems/software 

5.00 

7 

Whale  Sees 

-40 

55 

Peapod/on-line  grocery  shopping 

16.00 

64 

Smith  Barney 

-30 

69 

Augment  Systems/networking  products 

5.50 

10 

GKN  Sees 

-24 

72 

The  sizzling  U.S.  new  issues  market 
cooled  down  considerably  in  the 
second  quarter;  and  a  lot  of  that  IPO 
activity  involved  foreign  corpora- 
tions. Renaissance  Capital  of  Green- 
wich, Conn,  reports  that  $4  billion, 
or  62%,  of  the  IPO  capital  raised  in 
the  second  quarter  of  this  year  was 
for  foreign  firms  that  had  simultane- 
ous offerings  overseas  and  in  the  U.S. 
In  the  second  quarter  of  1996  for- 
eign offerings  accounted  for  just 
$650  million,  or  14%,  of  new  capital 
raised. 

On  the  domestic  front,  the  new 
issues  market  saw  121  companies  go 
public  this  year  in  the  quarter  ended 
i  une  30,  and  raise  a  total  of  $6.3  bil- 
lion in  new  capital.  In  contrast,  in  the 
quarter  of  last  year,  219  IPOs 
rv6  billion  in  new  equity — 
an  ailtime  high. 

A  slovs  i  wn  in  the  ipo  market  is 
often  accompa  ded  by  a  pickup  in  ipo 
quality.  But  Manish  Shah,  editor  of 
the  ipo  maven.com  Web  site,  warns: 
"The  average  ipo  now  commands 
30%  more  than  it  would  have  in  pre- 
vious years,  and  the  quality  is  not  as 
good."  Shah  thinks  that  stocks  such 
as  Network  Solutions  and  NewCom 
will  get  an  undeservedly  strong 
reception  when  they  go  public  later 
this  year. 

Note:  This  report  covers  initial  public  offerings  of  common  equities  with  offering  dates  of  4/1/97  to  6/30/97,  offering  prices  of  $2.50  or  more  and  offering  values  of  $5  million 
more.  Closed-end  funds,  limited  partnerships  and  ADRs  (American  Depositary  Receipts)  of  corporations  already  traded  in  foreign  countries  are  excluded,  as  are  REITs  a 
spinoffs.  'Last  quarter.  2The  ending  value  of  $100  invested  in  the  stock,  divided  by  the  ending  value  of  $1  invested  in  the  market.  3Latest  12  months.  Source:  Securities  Data  C 


The  most  active  investment  bankers3       Industries  going  public3 


Underwriter 

Total 
offerings 

Total  raised 
t$mil) 

Industry 

Total 
offerings 

Total  raised 
($mil) 

Goldman  Sachs 

40 

$8,189 

Manufacturing 

204 

$8,472 

Morgan  Stanley  Dean  Witter 

42 

4,218 

Services 

186 

7,561 

Merrill  Lynch 

31 

2,687 

Telecommunications 

11 

3,274 

Credit  Suisse  First  Boston 

19 

2,039 

Retailing 

34 

2,155 

DU 

25 

1,902 

Wholesaling 

37 

1,868 
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Picture  Nostradamus 
with  a  pocket  protector. 


3tl  Computer's 

Microsoft's 

Netscape's 

PeopleSoft's 

Sun  Microsystems' 

Sybase's 

Gates 

Barksdale 

Duffield 

McNealy 

Kertzman 

r~  1 

HR1  vl 

rtner  Group  invites  you  toSymposium/ITxpo  97.  You'll  get  a  fascinating  vision  of  IT 
Abilities  from  the  industry's  finest  minds.  Rub  elbows  with  our  panel  of  IT  giants  and  more 
in  200  Gartner  Group  analysts.  You  don't  need  a  mystic  to  tell  you  not  to  miss  this  one. 

tober  6-10, 1997  www.gartner.com  1-800-778-1997  1-203-316-6757 

9  Buena  Vista,  Florida 


CD  Gartner 

UK 


1Txps97 


The  future  of  IT. 
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STREETWALKER 


EDITED  BY  CAROLINE  WAXLER 


Tax  bill  bonanza 

Master  Limited  Pap         hps  used  to  be  pop- 
ular  among  investors  I  >ecause  their  tax-exempt 
status  on  earnings  allow  ed  pay  out  fat  divi- 

dends. But  investor  c<  ut  MLPs  losing  most  of 

that  status  in  earlv  L9      lave  kept  a  lid  on  some  of 
these  stocks. 

urn  Brothers'  tax  expert 
1 987  tax  bill  said  that  the  nine 
s  could  retain  their  tax-free  status 
3,  when  they'd  switch  to  corporation 
a  35%  tax  rate.  That  bill  has  been  super- 
y  the  tax  bill  passed  last  month.  Congress  decid- 
.    .   aILPs  on  only  3.5%  of  their  gross  income, 
[lens  assumes  that  all  the  MLPs  will  opt  to  keep 
their  status  and  enjoy  the  lower  tax  benefits.  For  exam- 
ple, under  the  new  tax  bill  Cedar  Fair  (NYSE:  fun) 
would  have  to  pay  only  $8.8  million  in  taxes,  versus  the 
$26  million  it  would  have  to  shell  out  as  a  corporation. 


Time  to  bi 
Robert  Wille; 
principal 
only  until 
status  and  pa 


But  not  all  MLPs  are  worthy.  Willens  thinks  the  five 
stocks  in  the  table  below  can  rise  15%  to  20%  in  the 
next  six  months. 


Masterful  rise 


Company 

Ticker 

Recent 

P/E 

price 

Cedar  Fair 

FUN 

$43.63 

14 

New  England  Investment  Cos 

j  NEW 

27.69 

15 

Oppenheimer  Capital 

occ 

42.00 

12 

Pimco  Advisors 

PA 

26.56 

18 

ServiceMaster 

SVM 

23.88 

i  19 

These  NYSE-traded  shares  should  take  off 
when  investors  learn  about  July's  tax  bill  change. 


Spine-chilling 

Investors 

~~    have  taken  a 
fancy  to  Spine -Tech, 
Inc.  (Nasdaq:  SPYN), 
a  $50  million  (esti- 
mated 1997  sales) 
designer  and  manu- 
facturer of  spinal 
implants.  At  a  recent 
$56.38,  the  shares 
trade  at  145  times 
trailing  earnings. 
Bulls  have  sent  the 
stock  up  126%  since 
January. 

There's  trouble  ahead.  Spine- 
Tech's  major  product,  the  bak 
fusion  cage,  is  a  cylindrical  piece  of 
titanium  placed  in  between  the  ver- 
tebrae, allowing  bone  to  grow 
around  and  through  it.  The  compa- 
ny hopes  fusion  cages  will  replace 
the  traditional  rod-and-screw 
method  for  helping  degenerative 
disk  disease,  but  many  practitioners 
are  wary.  The  total  potential  market 
for  the  fusion  cage  is  an  estimated 
$225  million,  one -third  of  the  com- 
pany's market  capitalization.  And 

"Id  is  getting  crowded.  A  rela- 
te competitor,  U.S.  Surgi- 
cal, les  force  double  the  size 
of  Sp:       ech's.  Another  formidable 
compt  ung  fda  approval  is 
Sofamo;  based  in  Memphis, 


which  has  three 
times  Spine-Tech's 
sales  force. 

There  are  already 
signs  of  a  price  war 
in  these  cages.  U.S. 
Surgical  recently 
announced  the  first 
purchasing  contract 
in  spinal  products. 
It  will  be  the  pre- 
ferred provider  to 
the  Volunteer  Hos- 
pital Association 
(vha),  which  repre- 
sents more  than 
20%  of  U.S.  hospitals.  Industry 
sources  say  that  they  sold  their 
fusion  cage  product  to  VHA  at  an 
estimated  10%  discount.  According 
to  Furman  Selz  analyst  James  Flynn, 
based  on  managed-care  contracts 
in  hip  and  knee  implants,  the 
potential  discount 
could  rise  to  25% 
if  volumes 
become 
high 
enough. 

If  Spine - 
Tech  traded  at 
a  multiple  more  in 
line  with  the  industry,  the 
stock  would  lose  almost  60% — to 
the  mid-20s.  If  you  want  to  short  it, 
shares  are  borrowable. 


Lifts  needed 

Miller  Industries,  Inc. 
^    (NYSE:  MLR),  based  in 
Atlanta,  is  the  world's  largest  manu- 
facturer of  towing  and  recovery 
equipment.  No  question  that  Miller 
has  been  a  hot  growth  company. 
At  a  recent  $17,  it  trades  at  48  times 
earnings;  sales  of  $292  million  are 
up  62%  over  1996  figures.  We 
praised  Miller  last  fall  in  our  Best 
Small  Companies  ranking  ( Oct.  21, 
1996)  for  dominating  a  fractured 
industry  through  a  base  of  acquisi- 
tions. But  the  picture's  changing. 

There  are  fewer  manufacturer  tar- 
gets for  buyouts.  Miller  has  begun 
acquiring  distributors  (the  towing 
equivalent  of  car  dealerships)  quickly; 
six  so  far  this  year.  That  means  the 
company  is  now  a  competitor  to  the 
customers  who  buy  its  equipment. 

Miller  is  also  on  a  consolidation 
1^     binge  in  towing  services.  It  has 
purchased  38  towing  com- 


268 


Forbes  ■  August  25,  1997 


panies  with  the  goal  of  150  by  early 
1999.  Again  Miller  is  competing 
with  its  customers,  but  there  is 
another  problem:  Motor  clubs, 
which  provide  some  revenue  to 
Miller,  are  wary  of  it.  This  foray  into 
unchartered  waters  has  industry 
sources  concerned. 

Fears  over  these  expansion  plans 
sent  the  stock  down  57%  earlier  this 
year,  but  bulls  helped  it  recover 
much  of  that  stumble. 

One  money  manager  thinks  that 
any  earnings  shortfall  could  easily 
push  the  shares  down  to  $10,  a  loss 
of  41%  of  its  current  value.  If  you 
want  to  short  the  stock,  the  shares 
are  borrowable. 

After  asbestos 

Johns  Manville  Corp. 

(NYSE:  jm)  has  had  its  ups  and 
downs.  Today  the  $1.5  billion 
(1996  sales)  maker  of  building 
materials,  such  as  insulation  and 
roofing,  is  a  hot  takeover  candidate. 
Why?  Because  it's  sitting  on  top  of 
$1.6  billion  worth  of  tax  losses 
owing  to  a  barrage  of  asbestos-relat- 
ed lawsuits  in  the  Eighties.  It's 
trading  at  a  recent  $11.88,  with  a 
p/e  of  17.  Buy  it;  the  shares  have 
upside. 

The  company  changed  its  name  in 
1981  to  Schuller  Corp.  (NYSE:  GLS) 
to  disassociate  itself  from  the 
asbestos  mess,  only  to  change  the 
name  back  this  May.  The  mounting 
asbestos  claims  threw  the  company 
into  bankruptcy  in  1983,  and  it 
emerged  only  by  setting  up  a  com- 
plicated personal-injury  trust  to  pay 
the  claimants. 

The  trust  holds  79%  of  Manville's 
stock,  from  which  the  company  gets 
a  deduction  any  time  stock  is  sold  to 
pay  a  claimant.  But  what  do  poten- 
tial acquirers,  such  as  Owens  Corn- 
ing, see  in  Manville:  It's  the  only 
company  that  the  government 
allows  to  be  purchased  with  its  tax- 
loss  carryforwards  intact. 

These  tax-loss  carryforwards  have 
a  current  value  of  $4  per  share, 
giving  investors  the  rest  of 
Manville's  business  for  only  $8  a 
share,  or  11  times  earnings.  In  a 
takeover,  shares  would  be  worth 
$20,  a  54%  increase.  Bl 
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Continuity  is 
our  solid 
foundation. 


i 


At  Bank  Julius  Baer,  founded  in  1890,  con- 
tinuity of  personal  service  in  asset  manage- 
ment is  a  recognized  tradition. 

An  integral  part  of  this  tradition  has  been 
the  Bank's  ability  to  attract  and  keep  highly 
qualified  staff  for  comparatively  long  periods 
of  time,  an  advantage  for  clients  seeking  con- 
tinuity of  expertise  and  optimal  long-term, 
after-tax  performance. 

International  wealth  management  is  our  strength. 
Personalized  service  is  our  commitment.  For 
Julius  Baer  group  expertise,  please  contact: 

New  York:  Balz  Eggimann  (212)  297  36  00 
Palm  Beach:  Michael  Blank  (561)  659  44  40 
Los  Angeles:  Pius  Kampfen  (310)  286  02  01 
Montreal:  Karel  Nemec  (514)  847  19  00 


JBC°B 


BANK  JULIUS  BAER 

The  Fine  Art  of  Private  Banking 

http://www.juliusbaer.com 


Do  You  Have  The  Right  Mix 
Of  Stocks,  Bonds, 
And  Cash  Reserves? 

Find  out  through  our  four-step  investing  plan.  Discover  how  your  objectives, 
time  horizon,  risk  tolerance,  and  financial  situation  help  to  determine  how 
your  assets  should  be  divided  among  stocks, 
bonds,  and  cash  reserves.  Then  learn  how  to 
carry  out  your  strategy.  The  Vanguard 
Investment  Planner,  part  of  our  Plain  TalkfM 
Library  series,  is  a  valuable,  practical 
guide  to  investing. 

Call  1-800-635-8999 

Visit  us  at  www.vanguard.com 

Vanguard  Funds  are  offered  only  by  prospectus, 
which  includes  complete  information  on  advisory 
fees,  distribution  charges  and  other  expenses. 
Please  read  it  carefully  before  investing. 
©  1997  Vanguard  Marketing  Corp.,  Distributor 
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the  more  you  know™ 


NCRJi.eljis. 
Wal-Mart 
buy ..smarter. 


WAL'MART 


"The  reason  we  chose  NCR  is  pretty  simple.  When  you  need 
to  build  a  data  warehouse  that  can  grow  to  almost  any 
size,  only  the  NCR  Teradata®  database  can  handle  the  job." 

Wal-Mart's  mammoth  7-terabyte 
NCR  data  warehouse  (known 
internally  as  the  "Knowledge  Colony'"")  was  approaching 
capacity  due  to  all  the  captured  and  stored  data  from 
over  3,000  stores  worldwide.  So  they  called  on  NCR,  the 
world  leader  in  data  warehousing,  to  prove  that  our  data 
warehouse  is  as  scalable  as  we  say  it  is. 

The  result?  A  world-record  24-terabyte  data  warehouse. 
NCR  Services  professionals  helped  Wal-Mart  achieve  this 
milestone  running  our  NCR  Teradata  database  -  the  only 
parallel  database  that  scales  from  a  few  gigabytes  to  over  10 
terabytes  -  on  our  highly  scalable  NCR  World  Mark  "servers. 

Now  Wal-Mart  buyers  and  vendors  can 
analyze  and  interpret  information  to  make 
informed  decisions  on  replenishment,  buying 
trends,  and  pricing. 

To  learn  more  about  how  NCR  can  help  your  business  set 
up  a  scalable  data  warehouse,  call  1  800  CALL-NCR, 
ext.  3000.  Or  visit  us  on  the  web  at  www.ncr.com.To  learn 
more  about  Wal-Mart,  visit  www.wal-mart.com. 


<^>NCR 


Transactions  in  the  Age  of  the  Consumer 


Randy  Mott, 
Senior  Vice  President 
and  CIO,  Wal-Mart 


Knowledge  Colony  is  a  trademark  of  Wal-Mart  Stores,  Inc.  All  WorldMark  servers  shown 
feature  Intel  Pentium  Pro  processors.  The  Intel  Inside  Logo  and  Pentium  are  registered 
PFNTI1 IM  PRO     trademarks  of  Intel  Corporation.  Teradata  is  a  registered  trademark  and  WorldMark  is  a 
pro  cess  oh        trademark  of  NCR  Corporation.  ©1997  NCR  Corporation.  All  rights  reserved. 
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PORTFOLIO  STRATEGY 

Bigger 
is  beautiful 


BY  KENNETH  L.  FISHER 


One  reader  wrote  recently  asking  if  I  still 
like  Liz  Claiborne  (49,  Liz),  which  I  recom- 
mended on  Apr.  24,  1995.  It  has  since  tripled 
in  a  straight  line.  She  thanked  me. 

Fortunately  for  her,  this  reader  missed  my 
July  15,  1996  column.  Liz  Claiborne  had 
doubled,  and  I  urged  selling  it  at  34.  At  that 
time  I  recommended  culling  out  smaller 
stocks  and  shifting  to  the  bigger  ones. 

I  apologize  to  readers  who  may  have  missed 
out  on  some  of  the  runup  on  Liz  Claiborne, 
but  I  stick  with  my  general  advice:  Stay  with 
U.S.  super-cap  stocks  and  large  foreign  stocks. 
I  expect  huge  U.S.  stocks  to  outshine  smaller 
stocks  through  the  end  of  the  next  bear 
market,  whenever  that  is. 

Huge  stocks  have  the  qualities  the  market 
now  prefers.  Yes,  there  will  be  a  few  small 
stocks  that  really  shine,  as  Liz  has,  but  big 
stocks,  overall,  should  do  better  on  the  upside 
as  well  as  on  the  downside  when  this  bull 
market  finally  ends.  The  big  ones  have  both 
quality  and  foreign  revenue  exposure,  which 
the  market  now  warmly  regards.  They  also 

Big  stocks,  overall,  should 
do  better  on  the  upside 
as  well  as  on  the  downside 
when  this  bull  market 
finally  ends. 

have  the  liquidity,  so  they  can  be  sold  easily. 
How  big  is  big  enough? 

For  me,  a  U.S.  stock  must  have  a  market 
capitalization  of  close  to  $50  billion  (price 
times  shares  outstanding — what  the  market 
values  the  whole  firm  at).  There  are  only  a  few 
dozen  such  stocks.  I  detailed  all  this  in  my 
Apr.  21  column,  listing  them  all.  You  basically 
know  every  one  of  these  household  names. 

Several  readers  asked  what  I  meant  by  a 
stock  "being  bigger  than  the  market."  How 
can  one  stock,  they  ask,  be  bigger  than  the 
market  when  the  market  must  total  more  than 
any  one  component?  Think  averages.  Is  a 
single  stock's  size — its  market  capitalization — 
bigger  or  smaller  than  a  correctly  calculated 


Kenneth  L.  Fisher 
is  a  Woodside,  Calif .- 
based  money  manager. 
His  third  book  is  100 
Minds  that  Made  the 
Market. 


average  of  all  stocks?  If  it  is  bigger,  that  will 
tend  to  help  it  if  big  stocks  drastically  outper- 
form small  stocks — and  vice  versa.  For  several 
years  now  the  market  has  rewarded  large  size 
and  punished  small.  Where  is  the  cut-off?  The 
problem  is,  and  this  is  where  I  confused  read- 
ers, to  figure  it  correctly  you  can't  use  a 
simple  "mean"  average — what  most  folks 
think  of  as  average.  There  are  many  kinds  of 
averages.  The  right  method  for  this  averaging 
function  is  what  statisticians  call  "dollar- 
weighting" — which  is  how  I  get  to  the  seem- 
ingly large  $50  billion  number.  But  it  works. 

Take  Eastman  Kodak  (68,  ek).  I  bet  you 
think  it's  huge.  It  was  the  U.S.'  fourth-largest 
stock  20  years  ago,  and  number  13  just  10 
years  ago.  Now,  at  $23  billion,  it  doesn't  meet 
my  criteria  for  a  super-cap  stock.  Kodak  is  off 
15%  this  year.  Pitch  it  and  switch  it  to  Fuji 
Photo  Film  (40,  FUJIY).  I  suggested  Fuji  on 
Dec.  30  at  34.  It's  still  a  buy.  It's  almost  as 
big  as  Kodak,  at  $20  billion — but  for  a  foreign 
stock  that  is  huge.  Today  these  two  compete 
head-on  globally.  Both  are  priced  similarly, 
but  Fuji  has  better  market  share — where  it  will 
count  in  the  years  ahead.  The  dollar/yen 
tradeoff  should  help  Fuji,  too. 

Another  easy  size  and  quality  switch  is  to 
sell  Texas  Instruments  (129 ,  txn),  which  I  rec- 
ommended on  June  17,  1996  at  55,  and 
replace  it  with  Motorola  (84,  mot).  You  get  a 
good,  strong  double  in  size. 

Readers  noted  that  I  suggested  several  French 
stocks  over  the  last  year  and  wonder  if  I  still  like 
them  now  that  the  left  has  won  the  elections.  Elf 
Aquitaine  (54,  elf)  in  particular  worries  folks.  I 
suggested  this  oil  giant  at  35  on  Aug.  12, 1996. 
My  response?  I  don't  think  the  French  left  can 
screw  up  their  stock  market  now  any  more  than 
Bill  Clinton  could  screw  up  ours  in  1993.  Stick 
with  elf.  Its  major  long-term  cost-cutting  efforts 
are  just  now  paying  off.  At  65%  of  annual  re 
and  1 .9  times  book  value,  this  $29  billioi  >ck 
has  more  bull  market  ahead,  despite  alists. 

A  world  apart  is  Australia's  Broken  Hill 
Proprietary  (26,  BHP),  which  i.s  vertically 
integrated  in  a  wide  variety  natural 
resources,  minerals  and  metals.  This  $26  bil- 
lion global  giant  has  no  American  counter 
part.  You  get  a  3%  dividend  while  you  wait 
for  BHP  to  hit  50.  H 
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WALL  STREET  IRRE6ULAR 


Long-term  winners- 
and  losers 


Mark  Hulbert 
is  editor  of  the 
Alexandria,  Va.-based 
Hulbert  Financial  Digest, 
a  monthly 

service  that  monitors 
the  performance 
of  investment 
advisory  letters. 
mark@hulbertdigest.com 


The  Hulbert  Financial  Digest  has  just 
completed  its  seventeenth  year  of  tracking 
investment  letters.  Our  records  now  go  all  the 
way  back  to  1980,  long  before  the  big  bull 
market  began,  to  a  time  when  the  Dow  indus- 
trials were  unable  to  pierce  the  magic  1000 
mark.  Although  we  have  continuous  records 
on  just  20  letters,  we  can  finally  draw  some 
conclusions  about  letters  in  general. 

Of  the  20,  just  3  beat  the  market  over  this 
long  period.  Lest  uncharitable  Wall  Streeters 
pounce  on  this  low  proportion  to  reinforce 
their  bias  against  independent  market  letters,  I 
remind  them  that  a  similarly  low  number  of 
professional  money  managers,  mutual  funds 
included,  have  beaten  the  market  since  1980. 

Here  are  some  standouts,  good  and  bad,  in 
the  17-year  race: 

■  Slow  and  Steady  Wins  the  Race  Award.  This 
must  go  to  the  Value  Line  Investment  Survey, 
which  is  in  first  place  for  risk-adjusted  perfor- 
mance over  these  17  years.  Value  Line  is  not  a 
daredevil,  and  there's  nothing  flashy  about  its 
approach.  Each  week  it  performs  the  rather 
tedious  task  of  culling  the  100  stocks,  out  of 
the  1,700  it  analyzes,  that  it  believes  have  the 
best  prospects  over  the  subsequent  6  to  12 
months. 

A  portfolio  of  Value  Line's,  top  100  stocks 
has  beaten  the  market  over  these  17  years  by 
1,555%  to  1,175%.  Even  more  impressive, 
Value  Line  achieved  that  with  a  substantial 
cash  position  along  the  way. 

■  Uje  Best  Stock  Market  Timer  Award.  This 
goes  to  Fabian  Premium  Investment  Research 
(formerly  Telephone  Switch  Newsletter),  edited 
by  Douglas  Fabian.  A  portfolio  that  switched 
back  and  forth  between  an  index  fund  and 
cash  on  Fabian's  signals  would  have  made 
1,108%  over  these  17  years,  in  contrast  to 
1,175%  for  buying  and  holding.  Fabian's 
timing  didn't  outperform  a  buy-and-hold,  but 
note  carefully:  It  did  add  value.  In  the  process 
of  lagging  the  market  by  the  equivalent  of 
0.4%  per  year,  Fabian's  timing  saved  his  fol- 
lowers from  22%  of  the  risk.  That's  not  a  bad 
tradeoff.  The  few  pennies  Fabian's  faithful  fol- 
lowers lost  in  total  return  they  more  than 
recouped  in  the  comfort  of  being  out  of  the 


market  at  particularly  scary  times. 
■  The  Courage  of  His  Convictions  Award. 
Hands-down  winner  is  Al  Frank,  editor  of  the 
Prudent  Speculator.  Virtually  without  excep- 
tion, Frank  has  kept  his  model  portfolio  on 
margin  for  these  entire  17  years — sometimes 
heavily  so.  When  the  bear  has  come  out  of  his 
cave,  he  has  often  clawed  Frank  and  his  fol- 
lowers. But  despite  periods  of  sickening  paper 
losses,  Frank's  portfolio's  returned  2,437% 
over  the  17  years  as  against  1,175%  for  a  strat- 
egy of  being  fully  invested  throughout  the 
period  in  an  index  fund. 

A  portfolio  of  Value  Line's  top  100 
stocks  has  beaten  the  market  over 
17  years  by  1,555%  to  1,175%. 


Immediately  after  the  1987  crash,  in  which 
his  portfolio  lost  nearly  60%,  Frank  issued  a 
buy  signal.  In  retrospect  that  looks  like  an 
easy  decision,  but  at  the  time  it  took  real 
courage. 

■  The  Enerfjizer  Keeps  On  Going — and  Going 
Award  to  Joe  Granville.  He  was  the  best- 
known  investment-letter  writer  in  America  in 
1980,  with  several  prescient  calls  to  his  credit. 
He  landed  on  the  front  page  of  the  New  York 
Times  after  one  of  his  signals  precipitated  a 
minicrash.  But  then  came  an  almost  unbro- 
ken run  of  years  in  which  Granville  could 
hardly  do  anything  right.  Granville  remained 
bearish  for  years  after  the  bull  market  took  off 
in  August  1982.  He  then  turned  bullish  in 
time  to  lose  big  during  the  1987  crash.  We 
calculate  that  foe  Granville's  Granville 
Market  Letter  portfolios  on  average  have  pro- 
duced a  loss  of  99.4%  since  1980  in  contrast 
to  a  1,175%  gain  for  the  market.  But  he  keeps 
plugging,  and  maybe  he'll  get  lucky  again. 

Besides  Value  Line  and  Al  Frank,  the  third 
market  beater  among  letters  with  a  17-year 
record  is  the  Chartist,  put  out  by  Dan  Sulli- 
van, with  a  gain  of  1,282%. 

I  firmly  believe  that  the  showings  of  these 
three  over  such  a  long  period  in  so  many  dif- 
ferent markets  blows  the  efficient  market 
hypothesis  right  out  of  the  water.  Exceptional 
advisers  can  indeed  beat  the  market.  WM 
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AKE  BETTER  CONTROL  OF  YOUR  INVESTMENT  DECISIONS  WITH 

The  FORBES  Stock 
Market  Course 


very  investor  should  own  The  Forbes  Stock 
iarket  Course,  the  practical  handbook  that 
rovides  the  goals  of  today's  smartest 
ivestors  —  and  the  strategies  they  use  to 
zach  them. 


i 


PARTIAL  LIST  OF  TOPICS 


)wto  choose  a  broker —  Broker  commissions — How  to  place 
i  order  —  Sources  of  information  —  Market  patterns  (how  to 
tart  stock  market  movement)  —  Dollar-cost  averaging  — 
jying  on  margin  —  How  to  read  the  tape  —  The  Dow  theory 
-  Indexes:  the  Dow,  the  Russell  2000,  the  Wilshire  5000  — 
)nds  and  preferred  stocks  —  Derivatives  including  options — 
)w  to  read  a  company's  financial  statement  —  Mutual  funds. 


SPECIAL  BONUS  GIFTS 


Order  The  Course  today,  and  you'll  also  receive  two  special 
bonus  gifts:  The  Forbes  80-Year  Wall  Chart  of  Business  and 
Security  Trends,  plus  an  invaluable  Glossary  of  Investment  Terms. 

The  Course  describes  the  risk  level  of  various  investments  and 
helps  you  find  your  own  "comfort  level"  of  risk  and  reward.  Two 
sample  portfolios,  one  for  a  retirement  fund  and  one  for  the 
funding  of  a  child's  education,  show  these  risk/reward  factors  at  work. 

How  much  time  do  you  want  to  spend  on  your  investments?  The  Course 
describes  how  the  active  investor  attempts  to  beat  the  market  by  buying  low 
and  selling  high  —  a  method  requiring  close  attention.  It  also  outlines  how 
the  passive  investor  buys  and  holds  stocks  to  allow  dividends  and  appreci- 
ation to  produce  a  return.  Each  technique  is  fully  explained  in  this  time- 
tested  manual. 

The  Course  will  give  you  an  understanding  of  the  forces  that  drive  the 
market  up  and  down,  the  signs  that  let  you  see  what's  coming  and  the 
factors  affecting  the  prices  of  individual  stocks.  You  even  get  an  entire 
section  on  to  how  to  make  money  in  a  down  market. 

Written  in  simple,  concise  language,  The  Course  can  help  you  take  better 
control  of  your  investment  decisions.  You  can  enjoy  it  as  a  straight  "read- 
through"  or  refer  to  the  individual  topics  as  you  need  them.  It  comes  in  a 
handsome,  sturdy  binder,  with  sections  that  are  clearly  marked  and  more 
than  enough  space  for  making  your  own  notes. 


ORDER  THE  COURSE  NOW 


You  can  own  The  Forbes  Stock  Market  Course  for  just  $89  50  —  far  less 
than  investment  courses  at  local  colleges,  which  cost  as  much  as  $400 
or  more.  Order  yours  now.  Your  satisfaction  is  guaranteed:  If  you're  not 
completely  satisfied,  we'll  refund  your  money,  no  questions  asked. 


Order  Form 
ind  Guarantee 


W1E 


(please  print) 


Send  me  the  new  edition  of  The  Forbes  Stock  Market  Course  ...  plus 
The  FORBES  80-Year  Wall  Chart  of  Business  and  Security  Trends  and  the 
Glossary  of  Investment  Terms  as  a  bonus.  My  check  for  $89.50  (or  credit  card 
information)  is  enclosed.  If  I'm  not  satisfied,  I  may  return  The  Course  within  *  n 
days  and  receive  a  full  refund  or  credit. 


FOR  FASTER  SERVICE,  CALL  1-800-888-452    ext  735 

□  Check  for  $89.50  enclosed*   □  Charge  my  credit  card 
□  Amex   □  MasterCard   □  Visa   □  Diners  Club 


1DRESS 


Name: 


FY 


STATE 


ZIP 


Number: 


Exp.  Date:  / 


*Buyers  in  New  York  City  add  8  1/4%  sales  tax-  other  NY,  CA,  and  IL  as  required  by  law. 

FORBES,  INC.,  60  Fifth  Avenue,  New  York,  NY  1001 1 
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STOCK  TRENDS 

Neither  bull 
nor  bear  be 


Y  IASZL0  BIRIN 


Laszlo  Birinyi  Jr.  is 
president  of 
Birinyi  Associates,  a 
Greenwich,  Conn.- 
based  financial 
consulting  firm. 


The  fat  lady  is  not  getting  ready  to  sing.  She 
doesn't  even  have  her  makeup  on  yet.  But 
don't  assume  she  isn't  going  to  go  into  her 
aria  one  of  these  days. 

Given  some  of  the  euphoria  on  Wall  Street, 
I  would  guess  some  people  have  assumed  that 
this  bull  market  will  have  no  last  act  and  will 
go  on  forever.  Don't  believe  it. 

The  market  has  met  my  8000  target,  but  I 
think  it  will  trade  higher,  in  part  because  the 
news  is  good  (inflation  is  down,  earnings  are 
good,  and  on  and  on  and  on).  But  there  is 
another  favorable  factor  that  I  had  not  consid- 
ered, and  that  is  institutional  performance.  At 
the  end  of  June,  the  average  growth  mutual 
fund  was  up  15.4%,  while  the  s&r  was  up 
19.5%.  In  the  battle  for  the  retirement  dollar, 
funds  are  going  to  have  to  do  better,  and  their 
attempts  to  make  up  the  difference  should 
boost  the  market  higher.  I  admit  it  makes  no 
sense  that  pros  who  passed  up  stocks  at  lower 
prices  are  now  going  to  buy  them  at  higher 
prices,  but  that's  the  investment  game. 

Several  months  ago,  when  I  predicted  an 
8000  Djl,  a  European  friend  called  and  told 
me  that  a  local  broker  had  referred  to  me  as 
"a  crazy  guy."  Now  that  it  has  gotten  there,  I 
have  tempered  my  expectations.  It  troubles 
me  that  much  of  the  bullish  commentary  lacks 
analytic  substance. 

The  bullish  argument  seems  to  be  that  since 
the  sun  was  shining  yesterday  and  the  sun  is 
shining  today,  we  can  count  on  its  shining 
tomorrow.  That's  a  sentiment,  not  an  argu- 
ment. The  optimists  argue  that  bull  markets 
don't  end  until  interest  rates  rise.  I  disagree. 
In  1987  the  market  peaked  at  the  same  time 
as  yields.  Rates  had  been  rising  for  six  months, 
well  before  the  crash,  and  the  crash  caused 
rates  to  peak,  not  the  other  way  around. 

It  also  bodiers  me  that  so  many  bears  are 
capitulating  and  turning  bullish.  One  recently 
called  himself  a  fully  invested  bear. 

I'll  put  it  this  way:  The  situation  today  is 
almost  a  mirror  image  of  late  1990,  when  the 
bull  market  began,  or  late  1994,  when  this  leg 
of  the  market  began.  At  both  turning  points, 
bulls  were  as  scarce  as  snowmen  in  Hawaii.  In 
1993  it  was  gospel  that  emerging  markets 


were  the  place  to  be,  not  Wall  Street. 
Investors  who  couldn't  name  the  capital  of 
Indonesia  or  the  currency  of  Egypt  were 
throwing  money  at  those  markets.  I  thought 
these  markets  would  be  good  shorts. 

In  sum,  my  stance  is  still  positive  but  not 
rambunctious.  How  does  that  translate  into 
investment  recommendations?  If  you  have 
strong  performing  mutual  funds,  just  ride 
with  them.  What  lies  ahead  is  a  correction, 
not  a  bear  market.  For  those  of  you  who 
invest  on  your  own,  review  your  holdings  for 
their  appropriateness:  Do  you  still  hold  XYZ 
because  your  plumber  told  you  to  buy  it?  Sell 
it.  Do  you  own  jkl  because  a  portfolio  man- 
ager with  a  good  record  touted  it  on  a  TV 
show?  If  you  don't  know  or  aren't  sure,  sell  it. 
Only  own  stocks  that  you  feel  you  have  good 
reason  to  own.  Prune  your  portfolio. 

The  summer  of  1997  is  almost  a 
mirror  image  of  late  1990,  when  the 
bull  market  began,  or  late  1994, 
when  this  leg  of  the  market  began. 


Maybe  do  some  hedging.  I  recently  bought 
some  puts  on  my  IBM  position.  With  any  luck 
they  will  expire  worthless  and  my  position  will 
continue  to  appreciate.  If  that  happens,  I'm 
out  the  cost  of  the  options  but  ahead  by 
having  slept  better. 

I  would  still  hold  the  stocks  mentioned 
this  year  in  my  columns:  IBM  (106,  IBM), 
American  Express  (83,  AXP),  Chase  Manhattan 
(111,  cmb),  Procter  &  Gamble  ( 149,  PG), 
Chrysler  (36,  c)  and  rjr  Nabisco  (33,  rn). 

I  say  own  them,  not  buy  them.  If  you  are 
looking  to  put  more  money  into  the  market, 
sit  tight  and  wait  for  a  significant  decline.  If 
your  uncle's  estate  finally  settled  and  you  must 
buy  some  stocks,  think  about  the  oils: 
Schlumberger  (75,  SLB),  Atlantic  Richfield 
(75,  arc),  Mobil  (76,  mob)  and  Exxon  (64, 
xon).  Or  the  Baby  Bells:  SBC  Communications 
(59,  sbc)  and  US  West  Communications  (37 , 
QSW).  The  oils  and  Bells  are  not  glamorous, 
but  they  pay  dividends  and  their  downsides 
are  limited,  both  desirable  features  in  a  market 
that  seems  ripe  for  a  spill.  H 
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Better  watch 
what  you 

wish  for 


BY  A.  GARY 


A.  Gary  Shilling  is  pres- 
ident of  A.  Gary  Shilling 
&  Co.,  economic  con- 
sultants and  invest- 
ment advisers.  His  firm 
publishes  Insight,  a 
monthly  newsletter  cov- 
ering the  business  out- 
look and  investment 
strategy. 


Everybody  loves  disinflation.  It,  after  all, 
produced  the  great  15 -year  bull  market. 

Deflation,  however,  is  something  else.  It 
destroys  profits,  reduces  incomes  and  govern- 
ment revenues  and  can  set  off  a  self-reinforc- 
ing cycle.  Buyers  wait  for  lower  prices,  pro- 
ducers cut  them  to  generate  sales,  suspicions 
are  confirmed,  etc.  That's  why  in  the  1930s 
FDR's  New  Deal  set  up  an  operation  called  the 
nra  (National  Recovery  Administration), 
whose  principal  job  was  to  try  to  stop  falling 
prices  and  wages. 

The  U.S.  has  had  other  painful  brushes 
with  price  deflation.  William  Jennings  Bryan's 
famous  speech  about  crucifying  mankind  on  a 
cross  of  gold  was  an  appeal  for  reflation  to 
stop  the  falling  prices  that  were  crushing  the 
American  farmer. 

What  could 
trigger  deflation? 
The  U.S.  consumer's 
cutting  back  on 
visits  to  the  mall. 


It  couldn't  happen  again?  Don't  be  too 
sure.  U.S.  producer  prices  have  fallen  for  six 
months  straight.  I  believe  that  there  is  a  much 
greater  danger  today  of  falling  prices  than  of 
renewed  serious  inflation. 

Why?  With  the  end  of  the  Cold  War,  highly 
nflationary  defense  spending  is  unwinding, 
nally  all  governments  are  hell-bent  on 
king  spending  and  deficits.  There's  noth- 
ing like  eliminating  government  stimulus  to 
promote  deflation.  Meanwhile,  central  banks 
are  still  vigorously  fighting  the  last  war,  infla- 
ion.  That  in  itself  has  a  deflationary  influence. 
■  deflationary  is  the  restructuring  that 
ed  in  the  U.S.  and  the  U.K.  in  the  early 
;  It  has  spread  to  other  English-speaking 
land    n.d  is  beginning  to  reach  the  Continent 
and      an.  Information  technology  has  defla- 
tion        n  all  over  it.  Global  sourcing  is 
huge       Qationary.  Emerging  economies  com- 


pete with  each  other  and  force  down  prices  as 
they  overexpand  production  facilities.  Watch 
what's  happening  in  Asia,  especially  China  with 
50%  of  her  manufacturing  capacity  utilized. 
That  may  be  the  cradle  of  modern  deflation. 

Continuing  dollar  strength  is  distinctly 
deflationary  for  the  U.S.:  It  stalls  exports  and 
forces  down  the  prices  of  competing  domestic 
goods  and  services.  Most  developed  and 
emerging  countries  are  now  competitively 
devaluing  against  the  dollar.  Like  the  1930s, 
but  with  Washington's  willing  cooperation. 

What  could  trigger  disinflation's  turning 
into  deflation?  The  U.S.  consumer's  cutting 
back  on  visits  to  the  mall.  Final  demand 
would  drop  just  as  production  was  ramping 
up.  For  two  decades  the  consumer  has  spent 
as  if  every  day  were  Christmas,  but  just  wait 
until  the  Fed  jolts  the  economy  and  the  stock 
market  with  the  next  interest  rate  rise — as  it 
surely  will,  given  its  obsession  with  inflation. 

Deflation  isn't  bad  for  everyone.  It  is  pleas- 
ant for  those  owning  long-term  bonds  or 
living  on  fixed  incomes.  Deflation  is  rough  on 
borrowers,  especially  junk-bond  borrowers. 
Farmers  would  suffer  under  the  impact  of 
lower  crop  prices  and  fixed  costs.  Producers  of 
commodity  products  would  find  their  operat- 
ing leverage  working  against  them,  and  many 
would  be  selling  goods  at  a  loss.  The  current 
nascent  real  estate  boom  would  turn  into  a 
rout.  I  don't  think  I  would  want  to  be  in  the 
car  business  when  prices  started  dropping. 

But  deflation  doesn't  necessarily  mean 
depression;  the  1930s  were  something  of  a 
special  case,  but  the  1920s  and  post-Civil 
War  deflationary  eras  were  boom  times. 
Some  companies  will  benefit  because  they 
can  maintain  prices  while  their  costs  will 
decline.  Strong,  really  strong,  brand  names 
will  be  able  to  maintain  premium  prices.  The 
Wrigley  chewing  gum  company  made  out 
nicely  in  the  1930s.  High-technology  indus- 
tries that  already  know  deflation  well  will 
continue  to  thrive  as  the  demand  for  cost- 
cutting  equipment  becomes  even  more 
intense.  Bonds,  of  course,  will  be  strong. 

Deflation  unthinkable?  It's  when  people 
least  expect  these  things  that  they  strike.  WM 
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If  only  prostate 


CANCER  COULD 


BE  MORE  LIKE 


BREAST  CANCER. 


emember  when  breast  cancer  was  something  people  didn't  talk  about?  We've  come  a  long  way  since  then.  There's  no 
jestion  that  the  increased  awareness  of  the  disease  has  increased  women's  chances  of  surviving  it.  But  when  it  comes  to 
'ostate  cancer,  our  society  still  has  a  long  way  to  go.  Today  we  know  that  early  detection  and  treatment  can  result  in  the 
ng-term  survival  of  thousands  of  men  each  year.  So  the  Cancer  Research  Institute  and  the  American  Cancer  Society  ha 
5veloped  The  Prostate  Cancer  Initiative  —  a  national  clinical  research,  patient  care  and  public  education  program  time 
>  end  the  silence.  To  learn  more,  call  1 -800-ACS-2345  or  write  The  Prostate  Cancer  Initiative,  681  Fifth  Avenue,  New  Y<     NY  1 0022. 


AAAERICAN 
4?  CANCER 
f  SOCIETY 


CANCER 
RESEARCH 
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Have  the  wine  snobs  intimidated  you? 

Here  are  some  thoughts  on  putting. them  down. 

It's  a  drink, 

not  an  investment 


By  Stewart  Pinkerton 

MHMMj  Some  18,000 
W^BsmmaSSBm  bottles  from 
Andrew  Lloyd  Webber's  wine  cellar 
were  auctioned  off  in  May  for  $6  mil- 
lion— twice  the  presale  high  estimate. 
Three  cases  of  Chateau  Latour  a 
Pomeral  1947  sold  for  $57,730  each. 
That's  over  $4,800  per  bottle. 

To  Frank  Prial,  this  is  a  triumph  of 
hype  over  common  sense.  Outra- 
geous. Now  66,  Prial  is  a  wine  lover, 
but  he  has  no  patience  with  the  snob- 
bery and  excesses  that  surround  the 
beverage  these  days.  Prial  has  been 
writing  a  wine  column  for  the  New 
York  Times  off  and  on  since  1972.  He 
has  no  time  for  wine  snobs. 

Thus,  dining  with  him  recently  over 
a  lunch  of  fettuccine  al  ragu  and  polio 
all'  Arancia  at  i  Trulli  in  Manhattan, 
we  passed  over  the  top  end  of  the  list 
and  picked  a  $32  bottle  of '94  II  Fal- 
cone, from  Castel  del  Monte.  Very 
soft  and  smooth.  Savoring  the  II  Fal- 
cone, Prial  thus  skewered  the  first 
great  wine  myth: 


Myth  #1:  The  more  it  costs, 
the  better  it  is. 

"Too  many  people  walk  into  a  wine 
store  and  demand  an  expensive  wine 
just  because  the  boss  is  coming  over," 
says  Prial.  "For  the  average  guy,  the 
difference  in  quality  between  a  $12 
'93  Beaulieu  Vineyard  Rutherford 
cabernet  and  a  $40  Robert  Mondavi 
'93  Reserve  cabernet  is  not  worth  the 
difference  in  price.  It's  particularly 
true  in  French  wines.  A  '93  Chateau 
Petrus  costs  $325  a  bottle,  while  a  '93 
Chateau  Phelan-Segur — which  is  one 
hell  of  a  good  wine — is  only  $23." 

Myth  #2:  Nearly  all  wines  benefit 
from  aging. 

Nonsense,  says  Prial:  "Ninety-five  per- 
cent of  wines  should  be  drunk  within 
two  years.  If  you've  got  a  Bordeaux 
first  growth,  like  Latour  or  Lafite  or 
Mouton  from  a  good  year  like  1990, 
it  probably  needs  another  five  years  to 
mature  in  the  bottle  and  can  keep  for 
another  ten  years  after  that.  The  best 


white  Burgundies  need  five  to  ten 
years  in  the  bottle,  too.  But  most 
French  whites  should  be  bought 
young  and  drunk  within  a  year  or 
two.  Same  for  most  inexpensive 
chardonnays  from  California  and  Aus- 
tralia. Beaujolais — except  for  the  big 
ones  like  Morgon  and  Moulin-a- 
Vent — should  be  drunk  within  two  or 
three  years  of  the  vintage." 

Myth  #3:  Good  wines  should  be 
stored  in  a  carefully  controlled 
environment. 

"Wine  can  be  stored  just  about  any- 
where, as  long  as  the  bottles  are  on 
their  sides  [to  keep  the  corks  moist  and 
thus  prevent  oxidation].  Those  expen- 
sive [$4,000-plus]  humidity-controlled 
cabinets  are  a  ridiculous  waste  of 
money.  It's  not  a  game,  it's  a  drink." 

Myth  #4:  Vintages  are  all-important. 

"Some  years  are  better  than  others, 
because  the  weather  varies.  For  exam- 
ple, '85,  '90  and  '95  were  considered 
excellent  years  for  Bordeaux.  But  no 
winemaker  will  ever  send  poor  wine 
into  the  market.  Both  the  '91  and  '92 
Bordeaux  vintages  were  downgraded 
by  the  experts,  but  the  '91  Chateau 
Cos  d'Estournel  from  St.  Estephe 
[about  $25]  and  the  '92  La  Mission  - 
Haut-Brion  from  Pessac-Graves 
[about  $35]  are  very  good  wines." 

Myth  #5:  Old  wines  are  the  best. 

"Several  years  ago  I  went  to  the 
Lafite -Rothschild  chateau  and,  over 
the  course  of  a  weekend,  I  tasted 


mcks 


RED, 

■  Berin  •  :r  Kn  Valley 
CaberiK  >auvig 
1993,  ab(     $19.  P 
says  Beringt.     ->akes  s< 
of  the  best  ca      :ets  in 
California.  A  I  ifully 
balanced  wine, 
color  and  full-bo. 
with  a  lovely  ceda: 
quet.  For  drinking  n 
or  aging  up  to  five,  e\  e 
ten  years. 

■  Cetamura,  Badia  a 
Coltibuono,  1995,  about  $  This 


Chianti  from  one  of  Tuscany's  most 
successful  producers  is  delightful 
proof  that  a  fine  wine  does  not  have 
to  be  expensive.  It  is  medium- 
bodied  and  ready  to  drink,  and 
Prial  insists  it  beats  any  Califor- 
nia sangiovese,  even  the  $20 
ones. 

■  Chateau  de  La  Chaize 
Brouilly,  1995, 
about  $9. 
Brouilly  is  one  of 
the  nine  com- 
munes in  Beaujolais 
allowed  to  use  its  name 
on  its  wine.  Ail  the  fruit  and 
sappy  goodness  one  expects 


m 

UfAL  i.  LAOS 


from  Beaujolais,  with  an  extra  mea- 
sure of  depth  and  richness. 
■  Chateau  Phelan-Segur,  1993,  St. 

Estephe,  about  $23.  This  chateau 
I    has  been  a  favorite  of  Prial's  for 
many  years.  A  cru  bourgeois, 
which  means  just  below  the  clas- 
sified growths,  but  it's  better 
than  many  of  those.  A  full- 
bodied,  intense  wine,  it's  defi- 
nitely underpriced. 
■  E.  &  J.  Galio  Sonoma 
Cabernet  Sauvignon,  Stefani 
Vineyard,  1993, 
about  $18.  The 
Gallo  name  is  associ- 
ated with  low-end 
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everything  they  had 
made  since  the  family 
bought  the  place  in 
1868.  With  some  of  the 
older  vintages  still  in  the 
chateau  cellars,  they  had 
to  open  three  bottles  to 
get  one  that  was  drink- 
able. If  I  were  a  collec- 
tor, I  would  not  open 
anything  older  than 
1945,  because  it  proba- 
bly wouldn't  be  any 
good.  Besides,  if  I  drank 
it,  I'd  lose  the  chance  to 
unload  it  on  someone 
else  at  auction." 

Myth  #6:  Organic  wines 
are  better  for  you — they 
don't  contain  sulfites. 

"They  may  grow  the 
grapes  without  chemical 
pesticides,  fungicides 
and  fertilizers.  But  once 
the  'organic'  grapes  get 
in   the   door   of  the 
winery,      they  are 
processed  just  like  other  grapes:  they 
still  use  sulfites  as  a  preservative  in  the 
winemaking  process.  Organic  adds 
nothing  to  the  taste." 

Myth  #7:  Drink  only  red  wine  with 
meat,  white  with  fish. 

"In  general,  the  heavier  the  dish,  the 
heavier  the  wine  should  be.  White  is 
in  fact  best  with  fish  because  it  cuts 
through  the  oil.  But  a  more  impor- 
tant rule  is  this:  The  best  wine  with 


Wine  critic  Frank  Prial  at  work 
"The  best  wine  with  your  meal 
is  the  one  you  feel  like  drinking." 


your  meal  is  the  one  you  feel  like  drink- 
ing." There's  nothing  wrong  with 
enjoying  a  big,  rich  chardonnay  like  a 
'95  Franciscan  Vineyards  Oakville 
[about  $15]  with  steak,  or  a  '94 
pinot  noir  from  Eyrie  Vineyards  in 
Oregon's  Willamette  Valley  [about 
$17]  with  sole  amandine. 


Myth  #8:  Never  order 
a  rose. 

"Roses — always  served 
chilled,  never  iced — are 
particularly  refreshing 
in  the  summer  and  go 
very  well  with  fish, 
chicken  or  lamb.  Two 
splendid  roses  are  made 
by  Heitz  Wine  Cellars 
(Grignolio)  and  Bonny 
Doon  (Vin  Gris  de 
Cigare),  both  Califor- 
nian,  both  around  $13." 

Myth  #9:  Always  let 
the  wine  breathe 
before  serving. 

"With  rare  exceptions, 
wine  gets  all  the  fresh 
air  it  needs  once  you've 
poured  it  into  a  glass." 

Myth  #10:  Serious  wine 
drinkers  have  cellars. 

"Unless  you're  a  collec- 
tor or  plan  to  open  a 
restaurant,  don't  bother 
with  the  pretension  of  a  wine  cellar. 
When  you  run  out,  just  buy  more." 

In  the  true  spirit  of  Forbes,  we 
asked  Prial  to  suggest  some  best 
buys  in  wine  to  match  our  best  buys 
in  mutual  funds.  His  choice  of  ten 
excellent  wines,  all  priced  under 
$25,  is  below.  Most  of  these  wines 
can  be  found  in  better  wine  shops  or 
can  be  special-ordered  through  a 
large  retailer.  Ml 


stuff,  but  this  new  cabernet  from 

their  Sonoma  Vineyards  can 
match  anything  in  California 
at  twice  the  price. 
■  Morgan  Winery  Pinot 
Noir,  1994,  California, 
about  $22.  This  version, 
using  fruit  from  several 
California  growing 
regions,  is  a  medium- 
bodied  wine  with  the 
earthy  flavors  one  expects 
in  a  fine  Burgundy. 

■  Seghesio 
Winery  Zin- 
fandel,  1995, 
Sonoma,  about 
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$12.  A  rich,  full-bodied 
wine  with  all  the  rustic 
charm  and  power  we've 
come  to  expect  from  good 
zinfandel. 

WHITES 

■  Castello  dell  Sala, 
1996.  Chardonnay  from 
Marchesi  Anti- 
nori,  about 
$9.  Not 
thin,  but  not 
heavy  or  oakey 
in  the  California 
style.  Elegance  at  a 
remarkably  good  price. 


Georges  Duboeuf,  Pouilly-Fuisse, 
1995,  about  $18.  Says 
Prial,  "This  is  my  idea  of 
a  first-rate,  all-purpcv 
white  wine."  Wide'v  avail- 
able. You  can't  g<  >  wrong. 


CHAMPAGNE 

■  Perrier-Jo 
nonvinta^ 
pagne, 
Nice  1 
bon^ 


■  nam- 
uid  $20. 
— not 
like  some 
Good  fruit, 

easy  to 
drink. 
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Death  by  charcoal? 


Susan  Lee  is  a 
senior  editor  at  Forbes. 
E-mail  her  at 
slee@forbes.com 


Danger? 
The  real 
threat  is 
from  being 
injured  by 
your  toilet 
bowl  or 
getting 
(  ?^er  from 
eating 
a  d 
peam 
butter 
sandwi* 


By  Susan  Lee 

Ah,  summertime.  You're  probably  grilling 
your  socks  off.  That  is,  if  the  fun  police 
haven't  also  scared  your  pants  off.  According 
to  a  recent  newspaper  article,  your  backyard 
barbecue  is  a  life-threatening  menace. 

Huh?  Yep:  It  creates  two  cancer-causing 
chemicals,  polycyclic  aromatic  hydrocarbons 
and  heterocyclic  amines.  The  former  are  a 
result  of  that  fabulous  sizzle  when  fat  hits  the 
fire,  and  the  latter  are 
caused  by  cooking  at 
high  heat.  Since 
nobody  would  want  to 
chow  down  such  car- 
cinogens, the  article 
brings  on  a  bunch  of 
experts  offering  cook- 
ing strategies  to  cut 
down  on  these  chemi- 
cals: Avoid  charring  or 
blackening  that  yummy 
steak;  wrap  that  succu- 
lent chicken  in  foil;  and 
(ick!)  "precook"  corn 
on  the  cob  in  the 
microwave. 

Halfway  through  the 
article,  the  so-called 
scientific  basis  for  ruin- 
ing a  great  summer 
pleasure  appears.  It 
seems  that  a  1996 
study  found  that 

people  who  ate  meat  well-done  had  triple  the 
risk  of  stomach  cancer  compared  to  those 
who  ate  it  medium-rare;  other  unspecified 
studies  demonstrate  that  eating  well-done, 
fried  or  grilled  meat  "may"  boost  the  risk 
of  cancer. 

Okay,  one  can't  expect  much  from  journal- 
ists who  may  know  how  to  grab  readers' 

tention  but  can't  tell  junk  science  from  the 

1)  thing.  Much  more  alarming  is  the  recipe 
book  that  came  with  my  husband's  new 
deluxe  Weber  gas  grill. 

Now  you  might  expect  that  the  purpose  of 
a  grill  is  to  grill.  Not  so.  According  to  the 
recipe  book,  which  does  allow  cooks  to 
indulge  in  an  initial — but  brief — searing,  the 
stuff  to  be  cooked  should  be  moved  far  away 
from  the  direct  line  of  fire  (so  to  speak),  and 
the  lid  closed.  This  placement  then  permits 
"indirect"  cooking.  In  other  words,  this 
magnificent  grilling  machine  should  be  used 


like  an  oven.  Sounds  like  Weber's  lawyers 
wrote  those  recipes.  Who  wants  to  be  sued 
for  causing  stomach  cancer? 

What  are  the  risks,  really,  of  death  by  char- 
coal? Not  much.  According  to  a  chart  pub- 
lished in  the  May  1995  issue  of  Scientific 
American,  your  extra  risk  of  dying  from 
eating  a  charbroiled  steak  once  a  week  is  1  in 
4,000,000.  That's  higher  than  the  risk  of 
dying  should  an  air- 
£  plane  fall  on  you  ( 1  in 
|  30,000,000)  and 
t  about  the  same  as 
|  being  killed  by  light- 
g  ning,  but  you  are  at 
<g  higher  risk  of  drown - 
3  ing  in  your  bathtub, 
being  injured  by  your 
toilet  bowl  or  getting 
cancer  from  eating  a 
daily  peanut  butter 
sandwich. 

David  Schwartz, 
who  lives  in  Milwau- 
kee, has  been  grilling 
for  25  years.  Schwartz 
takes  other  food  risks 
seriously:  He  stopped 
eating  smoked  chub  (a 
fish  found  in  Lake 
Michigan)  after  read- 
ing about  its  cancer- 
causing  properties. 
But  he  doesn't  pay  attention  to  the  fun 
police  on  grilling.  "I  don't  even  think  about 
it,"  he  says.  "I'm  a  three-season  griller,  three 
times  a  week  during  the  summer  and  twice  a 
week  in  the  fall  and  spring." 

Nor,  apparently,  does  it  bother  customers 
at  Petrossian,  a  swank  New  York  City  restau- 
rant. P.G.  Gustafsson,  the  executive  chef,  says 
that  customers,  when  given  a  choice  between 
pan-seared  and  grilled,  always  pick  grilled. 
Gustafsson,  who  comes  from  Sweden,  where 
people  are  just  as  mad  about  grilling  as 
Americans  are,  says  he  would  grill  every 
weekend  if  he  weren't  working. 

By  the  way,  undercooking  can  result  in 
life-threatening  attacks  of  E.  coli  and  salmo- 
nella. According  to  Richard  Wilson,  a  Har- 
vard physicist,  "These  two  diseases  are 
unequivocally  more  dangerous  than  getting 
cancer  from  barbecuing." 

Pass  the  lighter  fluid,  please.  Ml 
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The  turning  point  in  time. 
Reverso. 


Reverso.  Avant- 
garde  SINCE  1931. 

When  what  you're 
doing  is  more  impor- 
tant than  how  long 
it  takes.  the  reverso 
is  the  only  watch 
that  lets  you  dismiss 
time.  a  nudge.  the 
case  turns.  and 
time  makes  an  ele- 
gant exit.  in  its  place, 
your  own  mono- 
gram, engraved  on 
polished  gold  or 
steel.  High  art.  in  the 
continuous  refine- 
ment of  an  original 
art  deco  style.  gen- 
erously displayed  in 
a  Grande  Taille  size. 
High  craftsmanship, 
in  the  dependable 
beat  of  the  mechani- 
cal movement  and 
the  smooth  action  of 
the  swivel  case. 
Crafted  with  dedica- 
tion BY  THE  MASTER- 
watchmakers  of 
Jaeger-  LeCoultre 
for  those  who  don't 
needthe  time.  all 

THE  TIME. 


r'lg.a.  rig. ki 


f'g  «• 


THE  PATENT  FOR  THE 
REVERSO  CASE  WAS  REGIS- 
TERED IN  SWITZERLAND 
ON  FEBRUARY  16.  1932. 
ONLY  JAEGER-LECOULTRE 
CAN  MASTER  THE 
COMPLEX  MECHANISM. 


.Jaeger-leCoultre* 


JAEGER-LECOULTRE'S  WATCHMAKING  MASTERPIECES  AND  THEIR  HISTORY  ARE  REVEALED  IN  THE  MANUFACTURE'S 

book  of  timepieces.  for  your  free  copy.  contact:  jaeger-lecoultre.  p.o.  box  1608.  winchester  ,va  22604. 

Telephone  (800)  JLC-Time. 


In  its  time,  1940s  French  furniture  was  no  big  deal. 
Half  a  century  later,  it's  the  hottest  stuff  around. 

Louis  XVII  (sic) 


COLLECTING 


The  end  of  World 
War  II  marked  a 
new  era  in  furniture.  Like  society  itself, 
good  furniture  became  more  demo- 
cratic, more  affordable.  Tubular 
steel  and  plastic  laminate  increas 
ingly  replaced  hand-carved 
mahogany  and  oak.  Ameri- 
ca's Charles  and  Ray  Eames 
fashioned  their  now  famous 
chairs  out  of  molded  plywood 
and  fiberglass  left  over  from 
warplane  production.  In  Europe 
Finns,  Danes  and  Italians  created 
clean,  simple  furniture  for  a  new, 
modern  age. 

As  usual,  the  French  largely 
stuck  to  their  ways.  To  many  of 
France's  leading  designers  mass  pro- 
duction— quelle  horreurl — was  an 
affront  to  Gallic  craftsmanship.  Andre 
Arbus  (1903-69),  a  French  designer 
of  that  era,  explained  his  countrymen's 
fondness  for  highly  decorated  furni- 
ture this  way:  "Ornamentation  awak- 
ens [in  the  French]  a  confused  desire 
for  poetry,  for  something  fantastic." 
Arbus  and  like-minded  French 
iers  eschewed  modernism  for 
hand  fted  furniture  fashioned  from 
rich  ma  ials.  They  took  their  inspira- 
tion not  from  airplanes  but  from  the 
ssical  styles  of  the  18th  century. 

ded  mahogany  Louis 
in  light  woods  or 
pai  h  more  tempered  uses 

of  ivoi  y,  I  ac<  •  ind  gold  leaf.  They 
copied  the  style  of  Louis  XVI  side 
tables  but  replace.',  the  marble  tops 
with  rattan;  thev  were  as  likely  to 


By  Alexandra  Alger 


embellish  with  gilded  bronze  lattice- 
work as  with  classical  medallions. 
Some  of  the  biggest  names  of  the 
period  included  Jacques  Adnet 
'    (1900-84),  who  crafted  lean, 
sculpted     furniture     out  of 
sycamore    and    oak;  Gilbert 
Poillerat  (1902-88),  a  master  of  elab- 
orate ironwork;  and  Emilio  Terry 
(1890-1969),  who  liked  to  call  his 
own  neoclassical  style  "Louis  XVII." 
Jean  Royere  (1902-81),  known  for 
loopy  wrought  iron  wall  lamps  and 
polka-dotted  upholstery,  used  modern 


Forties  French  furniture 
From  top,  Gilbert  Poillerat 
chandelier;  Jansen  desk; 
Paul  Dupre-Lafon  coiffeuse 


materials  in  decorative  ways.  Large 
Paris  design  firms  like  Ramsay  and 
Bagues  churned  out  flashy  gilded  iron 
tables  with  mirrored  tops  and  ornate 
rock-crystal  and  cut-glass  chandeliers. 

As  time  moved  on,  this  era  of 
French  furniture  design  was  large- 
ly forgotten.  There  was  never  even 
a  name  for  the  period;  some  aca- 
demics and  curators  dismissed  it  as 
derivative.  But  today  1940s  French 
furniture  is  hot. 

In  Paris  about  two  years  ago, 
Dennis  Alter  was  transfixed  by  a 
1947  Poillerat  iron-and-mahogany 
secretary.  "It  combined  classical 
references  with  clean,  elegant 
lines,"  he  recalls.  The  55-year-old 
chairman  of  Advanta  Corp.  and  his 
wife,  Gisela,  have  since  bought  some 
three  dozen  French  Forties  pieces  for 
their  new  house  outside  Philadelphia. 


Agrees  Raymond  Paynter,  a 
London  dealer:  "You  can  have  a 
Regency  table  and  Forties  chairs 
around  it  and  it  makes  sense,  because 
the  chairs  were  probably  made  after 
the  same  period." 

Dealers  in  New  York,  London  and 
Paris  are  now  selling  pieces  by  Arbus, 
Adnet,  Poillerat  and  Royere  for 
SI 0,000  and  up,  prices  double  or 
triple  what  they  were  five  years  ago.  A 
1938  fruitwood-and-leather  Arbus 
armchair,  estimated  at  $4,000  to 
$6,000,  went  for  $14,950  at  Christie's 
last  April. 

Also  skyrocketing  are  prices  for 
furniture  by  Ramsay,  Bagues  and 
Maison  Jansen,  a  firm  that  pro- 
duced sumptuous  interiors  for 
Paris  society  from  the  Thirties 
through  the  Fifties.  The  now 
defunct  Jansen  firm  is  due  for 
recognition  in  September,  when 
Sotheby's  auctions  off  the  contents 
of  the  Paris  villa  that  Jansen  fur- 
nished for  the  Duke  and  Duchess 
of  Windsor  in  the  1940s. 
As  usual,  the  dealers  and  decora- 
tors— not  the  buyers — have  created 
the  demand.  A  handful  of  dealers 
started  picking  up  Forties  furniture  at 
Clignancourt,  the  famous  Paris  flea 
market.  "It  was  so  inexpensive," 
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recalls  New  York  decorator  Stephen 
Sills.  Interiors  featuring  Forties  French 
furniture  started  appearing  in  decorat- 
ing magazines.  Prices  rose  and,  about 
a  year  back,  demand  overtook  supply. 
Some  dealers  who've  done  a  brisk 
business  in  French  Forties  furniture 
are  starting  to  move  on.  Says  New 
York  dealer  Louis  Bofferding:  "After 
my  last  shopping  trip  to  Paris,  in  May, 
I  came  back  with  18th-century  furni- 
ture. It's  cheaper." 

One  sure  sign  that  French  Forties  is 
hot:  the  rise  of  knockoffs.  John  Wid- 
dicomb,  a  Grand  Rapids,  Mich. -based 
furniture  firm,  is  now  selling  a  line  of 
Forties-inspired  French  furniture.  WU 


Details 

Among  the  books  on 
French  Forties  furniture, 
only  one  has  been  trans- 
lated into  English, 
Yvonne  Brunhammer's 
The  Decorative  Arts  in 
France:  La  Societe  des 
Artistes  Decoratenrs, 
1 900-1 942  (Rizzoli, 
$100).  Out  of  print,  it's 
available  at  specialty  art 
bookstores.  There's  no 
shortage  of  places  to  eye- 
ball the  furniture.  In 
New  York,  Barry  Fried- 


man Ltd.  (212-794- 
8950);  FortyOne  (212- 
343-0935);  Alan  Moss 
(212-473-1310);  Louis 
Bofferding  (212-744- 
6725);  Newel  Art  Gal- 
leries (212-758-1970); 
and  "1950"  (212-995- 
1950).  In  London, 
Hemisphere  (011-44- 
171-581-9800).  In  Paris, 
Galerie  Yves  Gastou 
(011-331-53-73-00-10); 
Galerie  Eric  Philippe 
(011-331-42-33-28-26); 
and  Olivier  Watelet 
(011-331-43-26-07-87). 


In  Philadelphia,  Mod- 
erne  (215-923-8536) 
sells  anonymous  pieces 
for  a  fraction  of  the  cost 
of  signature  ones. 
Fakes  abound  since  few 
works  were  signed  or 
stamped  and  designers 
seldom  kept  records. 
Relying  on  a  photo  from 
a  French  dealer,  collector 
Reed  Krakoff  sent  away 
for  a  Jean  Royere  lamp. 
When  it  arrived,  he  saw 
the  patina  was  fake  and 
the  light  sockets  new. 
Buyer  beware.  -A.A.  ■■ 


From  $98  to  $895,  laptop  cases  to  suit  every  style.  From  left:  LapPak,  Prada,  Zero  Halliburton,  Tumi  and  Ghurka. 


Cyberluggage 


DETAILS 


Buy  a  LATTor  and 
there's  a  good 
chance  you'll  get  a  carrying  case  with 
it.  Want  to  lose  it  fast?  Just  carry 
your  laptop  in  that  case  with  the  IBM 
or  Compaq  or  Apple  logo.  It  screams 
"Steal  me!" 

So  luggagemakers  have  come  up 
with  carriers  that  look  like  ordinary 
luggage  but  are  designed  with  plenty 
of  padding  and  hook-and-loop  fas- 
teners to  carry  laptops.  Unlike  tradi- 
tional laptop  cases,  those  in  this  new 
crop  are  stylish — and  almost  as 


expensive  as  the  machines  they  are 
meant  to  carry.  Ghurka's  $895 
laptop  case  has  rolled  handles,  rein- 
forced stitching  and  solid  brass  hard- 
ware (800-243-4368).  Prada's  $750 
nylon  bag  (888-977-1900)  and 
Coach's  $498  Organizer  Brief 
(800-444-3611 )  are  both  simple 
and  chic. 

Prone  to  dropping  your  bag?  Zero 
Halliburton  claims  its  $259  alu- 
minum case — in  silver  or  gunmetal — 
is  the  ultimate  in  durability,  but  at 
6  pounds  it  might  rip  your  arm  off 
(800-845-6201).  Tumi  boasts  that 
its  Safecase — $495  in  leather,  $295 


in  nylon — protects  a  laptop  dropped 
from  as  high  as  30  inches  off  the 
ground  (800-322-8864). 

If  young  and  hip  is  the  loo'  viu're 
after,  check  out  the  $98  La'    ak,  a 
shiny  vinyl  backpack  that  i.  omes  in 
candy-apple  red  with  a  silver  r 
stripe  (888-527-7251). 

Gayle  Farrell,  comr-  ms 
manager  at  Sony  Picture^  Entertain- 
ment, prefers  to  tor  her  Macintosh 
PowerBook  in  a  K    mit  the  Frog 
canvas  bag  someone  gave  her.  "It's 
just  the  right  size,  and  the  hand!'  > 
are  flexible  and  comlbriable."  Right 
price,  too.         -Scott  Bistayi  ■■ 
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EDUCATIONAL  SERVICES 


Receive  Value  Line 
for  only  $^£$55 

An  Introductory  subscription  to  The  Value  Line  Investment  Survey 

brings  you  the  2000-page  Investors  Reference  Library — Value  Line's  most  recent 
Ratings  and  Reports  on  1 700  stocks  and  the  practical  guide  How  to  Invest  in  Common 
Stocks.  You  will  also  receive  analyses  of  about  130  stocks  each  week  for  10  weeks  for 
^FS'SSS.  Available  only  once  every  three  years  to  any  household.  SPECIAL  BONUS: 
WALL  STREET  WORDS,  an  accessible  dictionary  of  over  3.500  terms  (retail  price 
$8.95).  !n  addition  to  clear  definitions,  this  convenient  guide  features  special 
explanations,  helpful  hints,  and  case  histories  on  87  topics  of  special  interest, 
contributed  by  32  industry  professionals — plus  48  case-example  paragraphs  by 
the  author.  (Available  while  supplies  last.)  SPECIAL  EXTRA  BONUS— Our  New 
Video— INVESTING  THE  VALUE  LINE  WAY:  How  To  Mate  The  Stock  Market 
Work  For  You.  Free  with  your  trial  subscripllon.  Your  subscription  may  be  tax- 
deductible:  consult  your  tax  advisor.  Send  check  or  money  order 
along  with  name,  address  and  zip  code  together  with  this  ad  or: 

Call  Toll-Free  1-800-833-0046 

^  Ext.  2903  Dept.  216D25  American  Express,  MasterCard  or  Visa  24  hours  a  day,  7  days  a  week 
If  you  are  not  completely  satisfied  return  all  materials  in  good  condition  within  30  days  from  the 
\slart  of  your  trial  subsci  iption  for  a  lull  refund  of  your  fee.  Allow  4  weeks  for  delivery.  Foreign 
\.    rates  upon  request.  Visit  our  Web  site  @  httpj/www.valueline.com 

||||||sjrhe  Value  Line  Investment  Survey® 

PO  Box  3988.  New  York 
^--^  NY10008-3988 


EXECUTIVE  CONSULTING 
$150,000-1-  PER  YEAR 

is  what  a  number  of  our  asso- 
ciates are  earning  by  provid- 
ing two,  unique,  "bottom-line" 
consulting  services  to  all 
kinds  of  companies.  If  you 
qualify,  our  professional  firm 
of  bankers,  CPA's  and  busi- 
ness experts  will  provide 
training  and  support  to  launch 
you  on  your  way  to  personal 
and  financial  independence. 
C  Jay  for  NO  OBLIGA- 
TE       ormation  and  video. 

^-0330 


ASSET  PROTECTION 
& 

OFFSHORE  BANKING 


We  show  you  "How  To" 
create  a  financial  fortress  that 
will  protect  your  wealth  with 
complete,  tested  and  secure 
privacy,  including: 
Confidential  Banking, 
Offshore  Centers,  Debit  and 

Credit  Cards,  access  to 
International  and  US  Funds, 
Overseas  and  Domestic 
Brokerage  Services 


Call  us  today:  800-266-8211 
Merrill,  Scott  &  Associates 
http://www.merrillscott.com 


INCORPORATE  IN  DELAWARE 


Speciclish  in  setting  up  Delaware  Corporations.  General,  Aircraft. 
Boat  &  Shelf  Corporations.  Call  or  write  for  our  fRCt  KIT. 

We  provide  confidential 
quality  service  lor  o 
igL  reosooeWe  rote. 

3S11  Silvers*  Rd,  #  1 05-FB  •  Wilmington,  DE  USA  19810 
302-477-9800  •  80O-32KORP  •  FAX  302-477-981 1 
E-mail:  cora@delreg.com  •  Internet  http://delreg.com 


$350,000++  Potential 
Annually  FROM  HOME 

$350K  and  more  possible  annually  from  one-time 
start  up  of  less  than  $10K.  $75K  potential  1st  few 
months.  One  year  old,  global  company, 
break-through  product  and  profit  structure.  Work 
from  wherever  you  have  phone,  fax.  No  invento- 
ry or  selling  experience  required.  No  meetings,  not 
MLM.  Call  now— 1-800-432-0018  x2776  for  24 
hour  2  minute  message. 


IT'S  FRESH! 


Freshest  Gourmet  Nachos 
Cooked  to  Order  Wraps:  Fresh  Fruit 
Smoothies;  Churros  &  Sopapillas 


IT'S  HOT! 


•  Over  150  Franchises  Sold  to  date 

•  Feature  Article  on  Nach-O  Fast  in 
Forbes  Magazine,  April  7,  1997 

•  Simple  Operation 

ITS  AVAILABLE! 

•  Low  Fees  and  Startup  Costs 

•  Opportunities  Available  Nationwide 

•  Check  out  our  website  at 
www.inconnect.com/~nacho 

For  franchising  information,  call 

1-8884  NACHOS 

1-888-462-2467  or  1-801 -298-01 99 


University  Deqrees 


Approved  Sell  Paced  Home  Study 
Associate  Bachelors  Masters  Doctors 

Emphasis  in:  Business  Admin,  Public  Admin, 

Health  Care  Admin,  Human  Resources, 
Finance,  International  Business,  Tech  Mgmt, 
Law,  Paralegal,  Psychology.  Call  for  brochure 
(800)  477-2254  (24  hrs) 
Southern  California  University 
for  Professional  Studies 
1840  E.  17  St-F.  Santa  Ana,  CA  92705 
http://www.scups.edu 
Email:  enroll@scups.edu 


MBA  by  Distance  Learning 

Maior  British  university  offers  accredited  MBA:  no 
Bachelor's  or  GMAT  needed.  Chosen  by  Economist 
Intelligence  Unit  as  one  of  world's  best  MBA  programs. 

HERIOT-WATT  UNIVERSITY  j  (800)  MBA-0707 
North  American  Distributor  I    «•  Ask  for  ext.  6 
6921  Stockton  Ave.  Suite  C,  El  Cernto.  CA  94530 
For  immediate  FaxBack  literature:  from  your 
fax  machine's  phone,  call  (510)  486-8900. 


GET  A  COLLEGE  DEGREE 
IN  27  DAYS 

BS/MS/MBA/PhD.,  etc.  Including 
graduation  ring,  transcript, 
diploma.  Yes,  it's  real,  legal, 
guaranteed  and  accredited. 
1-800-689-8647,  24/hours. 


OF 


TAKE  YOUR  BUSINt     OFFSHORE  FOI 
BEST  ASSET  PROTEC      N  AND  PRIVACY 
Companies  -  Baham.,    "1  VI,  Cayman 

Trusts,  Banlc  &  Securir.. 
Credit  Cards 

VisayMC/Amex 

(800) 551-9105 

hrtp  //www  slcysiirf-com/ucs 


Send  for  a  Write  to  free  Business  Catalog 

jF^RJErjET  1  s  Government  Printing  Office 

j^J^J1^  t.flft  Office  of  Marketing— Stop  SM 

of  business  books  for  sale  wanton,  dc  2040, 


Forbes     -reach  the  affluent- 

CAPITALIST  TOOL® 


Forbes 


JVESTMENT  GEMSTONES 
[  ARANTEED  LIQUIDITY!! 
We  buy  &  sell  Diamonds 
and  all  Precious  Gemstones. 
'ree  wholesale  catalog  since  1967! 
Member:  Jewelers  Hoard  of 
Trade  &  Chamber  of  Commerce. 

HOUSE  OK  ONYX 
Main  St.,  Greenville,  KV  42345 
100-844-3100  or  FAX  502-338-9605 


It  keeps 
more  than 
memories 
alive 


THE  AMERICAN  HEART 

ASSOCIATION 
MEMORIAL  PROGRAM. 

L59BKB5Z 

1-800-242-8721 


Tierican  Heart  Association 

s  space  provided  as  a  public  service 
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BDOKS/AUTHORS/PUBLISHERS 


NEW  AUTHORS 

PUBLISH  YOUR  WORK 

ALL  SUBJECTS  CONSIDERED 

Fiction,  Biography, 
Religious,  Poetry,  Children's. 
AUTHORS  WORLDWIDE  INVITED. 

WRITE  OR  SEND  VOUR  MANUSCRIPT  TO 

MINERVA  PRESS 

2  OLD  BROMPTON  ROAD,  LONDON  SW7  3DQ, 


traditional 
scottish 
&  kiropean 
wingshootim; 


Corporate  hospitality  or  personal  enjoyment 
Our  40th  season  -  References 

Visit  our  website  httpy/www  ndirect  co  uk/~hrwscothunt 
Email  hrw5cothunt@ndirectco.tik 

Perth  PH1  5PX.  Scotland. 
Call/Fax:  011  44  1738  443344/27 

HENDRY.  RAMSAY  &  WILCOX 

Scotland's  leading  national  &  International  oulflllers 


EXECUTIVE  GIFTS 


Back  pain? 


Based  on  the  Alexander 
Technique.  Posttn  Evolution  is  not 
simply  a  seating  device,  it's 

a  long-term  approach 
to  back  care. 

Our  seat  support  guides  you 

into  sitting  properly. 
And  good  posture  can  lead 
to  immediate  comfort  and  to 

lasting  relief. 


800  392  0363 


Forbes 

CAPITALIST  TOOL 


^arnott 

VACATION  CLUB. 


Pre-owned  Vacation  Ownership 
weeks  available.  •  Orlando,  FL  •  Palm 
Desert,  CA  •  Vail,  CO  •  Hilton 
Head,  SC  •  Paradise  Island,  Bahamas  • 
Call  today  for  pricing  and  purchase  berimes ; 
I-80O-332-1333 


Franchise 

your  business! 

Call  for  information  uboui 
"Franchise  Your  Business"  seminars, 
or  information  on  franchising. 

prancorp  FE 

Specialists  in  Franchise  Development  '  c 

1-aOO-FRANCHISE  (1-800-372-6244)^ 


Hi 


EXECUTIVE  CONSULTANTS 


Over  $100,000.0G7yr.  potential. 

You  don't  pay  anything.  We  pay  you. 
Management,  technical  or  marketing 
experience  desirable,  not  necessary. 
Unique  opportunity  to  secure 
Your  Future  Forever. 
425-771  -5737.  WWW.WITO.COM. 


S  OVER  ONE  BILLIONS 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Mngticturing  to  Small  Rotail  Shops 

No  Brokerage  Fees 
To  Buy  or  Soil 
1-800-999-SALE 
GREAT  WESTERN  business  services,  inc. 


NATIONWIDE 


TIME  TO  CHANGE!! 


WE  are  the  established  German  produ- 
cer of  Magic-Mirror  advertisement  equip- 
ment, and  will  now  export  our  most  suc- 
cessful advertisement  concept  to  the 
USA. 

We  WANT  one  master  partner  in  each 
state  to  realize  our  conception  in  the  area 
of  his  or  her  choice,  as  well  as  coordinate 
demand. 

YOU,  as  a  professional  salesperson  can 
expect  on  annual  income  of  $600  - 
$800,000  from  the  comfort  of  your  desk. 
As  our  licensee  you  need  to  have  an  equi- 
ty of  $150  -  $250,000  at  your  disposal, 
which  will  be  deposited  in  a  trust. 
For  further  information  please  send  a  fax 

°  01 1-49 -7131 -941  458. 


DALI  J 

Collect  Rare.  Authentic  £| 
Limited  Editions  W 
from  $  2500  H 
CALL  FOR  CATALOG  H 

1-800-999-DALI 

or (310)  798-1360^-J 


SILVERSTATE  FINE  ART 


WINE  CELLARS 


Winecellars 
Humidors 


Beautiful  burl  root  humidors  for  75 
cigars  only  $169,  includes  humidi- 
fier, solution  kit  and  hygrometer-a 
$100  value!  Other  models  for  up 
to  250  cigars  with  a  mirror-  jA 
like  poly/lacquer  finish  and 
brass  locksels.  Display 
units  with  2  glass  doors  & 
electric  humidifier-holds  1500  cigars 
only  $1395  and  custom  walk-ins  hold  millions! 

47  Deluxe  Winecellars,  24  bottle  cellars  from 
$229.  handmade  wood  cellars  for  60  to  3400 
bottles,  cooling  units,  custom  racks  and  cellars. 

Call  for  a  free  catalog  800/777-8466 
www.vinotemp.com 


Richard  Pef    driving  Ex  ence 

is  available  year  round  at  Atlanta,  Cb    jtte.  Las  Vegas, 
and  Walt  Disney  World  Speedv.  ry.  5  courses  to 

choose  from  with  rides  starting  at  $99.99 
For  more  information  and  a  free  brochur 

MH*ii<r  ft 


FORBES  MARKET  CLASSIFIED 

To  spotlight  your  specialty  product  or  service  to  an  affluent  proven  responsive  execjB.Sudience: 

CALL  OR  FAX  LINDA  LOREN  (212)  260-0620  or  FAX  (212)  260-8183 

e-mail:  lloren@forbes.com 


THOUGHTS  ON  THE  BUSINESS  OF  LIFE 

thoughts@forbes.com   


Upping  National  Park  entry 
fees  from  two  bucks  to 
five  and  adding  small  fees 
to  some  parks  that  lacked 
them  are  raising  the  hackles 
of  some,  who  have  sicced 
their  congressmen  on 
the  Park  Service.  What 
nonsense.  If  the  $40  mil- 
lion from  the  new  rates 
(vs.  $10  million  last  year) 
goes  to  help  maintain  the 
parks  and  continue  to  pro- 
vide guides,  guidance  and 
other  services,  the  fees 
are  totally  justified.  With 
few  exceptions,  those  who 
pay  a  wee  fee  to  visit  our 
parks  in  cars  and  caravans 
with  kids,  pets  and  all 
sorts  of  paraphernalia  get 
the  only  bargain  of  their 
entire  vacation  trip. 

-Malcolm  Forbes  (1987) 


A  Text .  .  . 

Better  is  the  poor  that 
walketh  in  his  upright- 
ness, than  he  that  is 
perverse  in  his  ways, 
though  he  be  rich. 
-Proverbs  28:6 


Sent  in  by  Donald  K.  Richards, 
Saratoga  Springs,  N.Y.  What's  your 
favorite  text?  Forbes  Book  of 
Quotations-.  Thoughts  on  the 
Business  of  Life  is  presented 
to  senders  of  texts  used. 


We  know  the  race  is  not 
to  the  swift  nor  the  battle 
to  the  strong.  [But]  do  you 
not  think  an  angel  rides  in 
the  whirlwind  and  directs 
this  storm? 

-J.  Page  to  T.  Jefferson  (1776) 

I      mile  was  like  the 

silvt :  plate  on  a  coffin. 
-DAME!  O'Connell 

The  more  we  know  of  history, 
the  less  shall  we  esteem  the 
subjects  of  it;  and  to  des- 
pise our  spcc;es  is  the  price 
we  must  too  <  ften  pay  for 
our  knowledge  of  it. 
-Charles  Caleb    i  h  ton 


It  ain't  braggin'  if 
>.  an  do  it. 
-Dizzy  Dean 


ou 


In  matters  of  style,  swim  with 
the  current.  In  matters  of 
principle,  stand  like  a  rock. 

-Thomas  Jefferson 

Take  your  time — not  mine. 

-Robert  Half 

You're  only  young  once,  but 
you  can  be  immature  forever. 

-Anonymous 


The  "Thoughts"  three-volume  boxed  set  and  individ- 
ual volumes,  now  out  of  print,  have  been  replaced  by 
Forbes  Book  of  Quotations:  Thoughts  on  the  Business 
of  Life,  a  new  one-volume  deluxe  edition  with  more 
than  900  pages  and  14,000  quotes.  The  price  is  only 
$40.00,  plus  $3.50  shipping  and  $1.00  per  item  han- 
dling (add  applicable  sales  tax). 

Still  available:  the  Thoughts  Screen  Savertor  PC 
(Windows  W  diskette),  for  $19.95. 
To  order,  please  call  toll-free,  1-800-876-6556. 


English  inventor  Michael  Far- 
aday conceived  and  built 
the  first  electric  motor, 
then  tried  to  get  the  back- 
ing of  Prime  Minister  Glad- 
stone. "What  possible  good 
is  it?"  asked  Gladstone. 
Faraday's  reply  changed 
Gladstone's  attitude:  "Some 
day  you'll  be  able  to  tax  it." 
-Anonymous 

The  thing  I  hate  about  an 
argument  is  that  it  always 
interrupts  a  discussion. 

-G.K.  Chesterton 

Socrates  said  the  unexamined 
life  is  not  worth  living.  But  the 
examined  life  makes  you  wish 
you  were  dead.  Given  the 
alternative,  I'd  rather  be  living. 
-Saul  Bellow 

The  function  of  socialism 
is  to  raise  suffering  to 
a  higher  level. 

-Norman  Mailer 

You've  become  a  computer 
freak  when  you  spend  half 
your  plane  trip  with  your 
laptop  on  your  lap  and 
your  child  in  the  overhead 
baggage  compartment. 
-Anonymous 

Some  doctors  say  that 
cheerful  people  resist  disease 
better  than  grumpy  ones. 
The  surly  bird  catches  the  germ. 

-Anonymous 

If  people  never  did  silly 
things,  nothing  intelligent 
would  ever  be  done. 
-Ludwig  Wittgenstein 

Glory  is  fleeting,  but 
obscurity  is  forever. 

-Napoleon 
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There's 
NO  ima^e 
wecan'i 
improve 


PAGEWORKS  X>  &  12 


P\U  WORKS  ri 


PageWorks™  from  Minolta.  The  mc 
affordable  laser  printers  in  their  da 

If  your  business  could  use  some  help  u 
its  image,  consider  Minolta's  PageWorks  mc 
chrome  line  of  laser  printers.  The  PageWork 
may  be  the  best  value  in  network  laser  print 
It  boasts  a  hefty  100MHz  processor  for  ma> 
mum  quality  and  throughput  speed  (20  ppn 
heavy  duty  cycles,  and  optional  workgroup 
networking  capabilities.  What's  more,  it  cai 
handle  up  to  13"  x  19"  paper  sues  (perfect  I 
those  large  documents,  like 
1040  long  form),  and  has  a 
standard  650 -sheet,  two-dr 
capacity.  You  can  even  upgi 
by  adding  Adobe"  PostScr 
and  duplex  handling. 

Likewise,  it  doesn't  taki 
audit  to  see  the  PageWorks 
the  most  affordable  laser  pri 
in  its  class.  Offering  12  ppr 
output  and  heavy  duty  eye 
it's  powered  by  a  100MHz 
processor.  It  also  has  a  standard  750 -sheet 
capacity  and  optional  networking  capability, 
For  over  10  years,  Minolta  has  been  on 
of  the  world's  largest  manufacturers  of  last 
printer  engines.  That  field-proven  reliabilir 
allows  us  to  offer  a  new  line  of  laser  printe 
with  unparalleled  quality  and  value. 

For  more  information,  visit  our  Web  site 
at  www.minoltaprinters.com/fbsl.  Or  cal 
1-888-2M1NOLTA,  ext.  29  and  we'll  send 
a  free  CD-ROM.  See  for  yourself  what  we  c 
do  for  your  image. 


PAGEWORKS  oc 


i 


COLOR 
PAGEWORKS 


MINOLTA 


v<  1997  Minolta  Co..  Lid  ,  Osaka,  Japan  PageWorks' and  "There's  NO  image  we  can't  improve'  are  trademarks  and  "Only  from  the  mind  of  Minolta'  is  a  registered  trademark 
.  ol  Minolta  Co/  Ltd  Adobe  and  PostScript  are  registered  trademarks  of  Adobe  Systems  Incorporated  All  other  trademarks  or  registered  trademarks  are  the  property  ol  their 
'. '.respective'  companies-.  Information  herein  is  subject  to  change  without  notice. 
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R  E  A  S  O 


Rich  Produc 


Ca 


Suri  Microsystem 


By  now  QAD's  world-class  ERP  software,  MFG/PRO,  has  racked  up  a  pretty  impressive  resume. 
And  with  the  year  2000  fast  approaching,  it's  nice  to  know  our  solution  will  take  your  enterprise 
well  into  the  next  millennium.  And  thanks  to  our  rapid  implementation  methodology — six  months, 
on  average — you  won't  have  to  wait  years  for  ROI  and  improved  bottom-line  performance.  Which 
may  explain  why  so  many  have  chosen  QAD.  For  peace  of  mind.  Not  to  mention  good  company. 

n 

QAD 


QAD,  6450  Via  Real,  Carpinteria,  California  93013  USA   Tel:  +1  800  218  3434  (U.SVCanada  Only)    +1  805  565  4333  (International)  www.qad.com 

QAD,  the  QAD  Logo,  and  MFG/PRO  are  trademarks  or  registered  trademarks  of  QAD  Inc 


NCR  helped  Reuters 

£0  J14  u  e  j^the^g  lo  b  e 


PENTIUM  PRO 

PROCESSOR 


All  WorldMark  servers  shown  feature  Intel  Pentium  Pro  processors.  The  Intel  Inside  Logo  and  Pentium  are 
registered  trademarks  of  Intel  Corporation.  Reuters  and  the  dotted  and  sphere  logos  are  the  house  trademarks 
of  Reuters  Limited.  Teradata  is  a  registered  trademark  and  WorldMark  is  a  trademark  of  NCR  Corporation. 
©1997  NCR  Corporation.  All  rights  reserved. 


"We  needed  a  data  warehouse  scalable  enough 
to  hold  20  years  of  global  financial  data  and 
reliable  enough  to  bank  on.  That's  why  we  chose 
the  NCR  Teradata6  database." 

  k     To  350,000  Reuters  users, 

hf  !••  I  j  M  •  |~<£j  j? 

information  is  power.  Power  to 
make  smarter  investment  decisions.  Power  that  comes  from 
being  able  to  access  real-time  and  historical  data  from  over 
200  global  stock  markets  that  Reuters— the  world  leader  in 
financial  information  — continually  tracks. 

Faced  with  a  never-ending  flood  of  mission-critical 
data,  Reuters  can't  afford  a  data  warehouse  that  doesn't 
scale.  Or  that  isn't  reliable.  That's  why  they  turned  to  NCR, 
the  world  leader  in  data  warehousing. 

For  Reuters,  NCR  Services  professionals  developed 
a  500-gigabyte  scalable  data  warehouse  that  captures  and 
stores  all  the  information  their  clients  need. 

Running  our  NCR  Teradata  database  on  our  highly 
scalable  NCR  World  Mark  "  servers  enables  unmatched 
ad  hoc,  complex,  business  questions,  giving  Reuters  users 
unsurpassed  analytical  and  interpretive  powers. 

NCR  Teradata  database  is  the  only  parallel  database 
that  scales  from  a  few  gigabytes  up  to  10  terabytes  and 
beyond.  And  our  NCR  World  Mark  servers  are  the  only 
platform  that  scales  from  SMP  to 
MPP,  allowing  businesses  to  start 
their  data  warehouse  small  and 
grow  it  to  any  size. 

To  learn  more  about  how  NCR  can 
help  you  set  up  a  scalable  data  warehouse  that's  perfect 
for  your  business  needs,  call  1  800  CALL-NCR,  ext.  3000. 
Or  visit  us  on  the  web  at  www.ncr.com.To  learn  more 
about  Reuters,  visit  www.reuters.com. 

<§g)NCR 

Transactions  in  the  Age  of  the  Consumer 


reg  Meekings,  Managing  Director, 
rporate  Technology  Group,  Reuters. 


You  have  the  right  to  know  that  when  informa- 
tion technology  makes  a  left  turn,  you're  free  to 
go  with  it. 

We  can  give  you  that  freedom.  We're  an  integrated 
technology  services  provider.  Which  means  we 
can  help  you  take  care  of  the  design,  acquisition, 
management  and  protection  of  your  corporation's 
technology  infrastructure. 

Centralized  or  decentralized.  Mainframe  or  PC. 
Every  manufacturer.  We'll  make  sure  the  systems 
and  networks  that  get  you  where  you  need  to  be 
today  won't  hold  you  back  tomorrow,  technically 
or  financially. 

With  no  inflexible  commitments.  No  chains  around 
your  ankles.  No  cause  to  panic.  No  sweat. 

Now,  doesn't  that  sound  nice  for  a  change? 


To  learn  more,  visit  www.comdisco.com  or  call  1-800-272-9792 


C  MDJSCO 


A    TECHNOLOGY   SERVICES  COMPANY 
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If  you  trade  by  phone,  it's  time  to  call  E*TRADE.  The 
originator  in  online  investing,  we  also  revolutionized 
the  way  you  invest  by  phone. 

You  can  use  our  Touchtone  system  exclusively  or  just 
when  you're  away  from  your  computer-either  way  it's 
fast  and  easy.  You  can  place  trades,  check  your  portfolio 
or  get  market  information  in  less  than  a  minute.  You 
can  do  it  anywhere,  anytime.  And  you  pay  the  same 
low  rates  as  our  online  trading. 

It's  just  one  more  way  E*TRADE  is  changing  the 
way  you  invest. 


laEf  TRADE 


You  do  the  math.  Compare: 


E  TRADE 

c.Schwab  Schwab 

Merrill  Lynch 

Trade  by  phone 

800  listed  shares  @$20 

SI  4.95 

$117.36    $117  36  $324.00 

Trade  via  PC 

SI9.9S 

Not 

800  Nasdaq  shares  @$20 

$2995  $104.32 

Available 

Price  charts  and 

Free 

Free  Free 

Free 

fast-breaking  news 

Free  access  to  fundamental 
data  and  earnings  estimates 

Unlimited 

Limited    Limited  Unlimited 

Some  firms  may  otter  discounts  and  services  not  available  at  E-TRADE  Limit  and  stop  orders  are  SI 9  95  For  listed 
orders  over  5.000  shares,  add  Ic/share  to  the  entire  order  Add  S15  tor  broker-assisted  trades  Orders  execute  during 
market  hours  Comparative  rates  are  based  on  a  6/30/97  phone  survey  No  connect  tees  tor  Web  access  Direct 
modem  and  Touchtone  connect  fees  are  27c/mmute.  but  with  12  free  minutes  per  trade,  you  may  pay  nothing 
®  1997  E'TRADE  Securities.  Inc  Member  NASD.  SIPC  MFRBS97 


www.etmde.com 

Call  1-800-STOCKS-3 
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Cover  Story:  How  the  West  Kicked  Butt 

Resilience  vs.  Anticipation  Is  the  California  sun 
the  reason  California  won?  Not  exactly,  but  four 
months  of  zero-point-zero  rain  combined  with  the 
occasional  seven-point-something  earthquake  create 
a  uniquely  useful  mind-set.  By  Virginia  I.  Postrel 

ETQ  Wnat  M,T  Learned  fpom  Stanford  It  took  an  MIT 

^J^r  graduate,  Fred  Terman,  to 
create  Stanford's  proactive  ap- 
proach to  entrepreneurism.  The 
result  was  Silicon  Valley  and  mil- 
lions in  royalties.  Now  Terman's 
alma  mater  is  getting  with  the 
program.  By  Eric  W.  Pfeiffer 

£A  Rating  the  Regions  In 

w^r  Silicon  Valley,  startups  are 
king.  In  Boston,  loyalty  breeds 
stability,  but  not  vitality.  The 
Northwest  is  definitely  the  place 
to  be.  And  the  New  South  will 
soon  have  California  eating  its 
dust.  So  much  for  consensus 
among  our  panel  of  experts, 
boosters,  and  homeboys. 

Feds  Hate  the  Web  The 

/  O  bridge  to  the  21st  century 
has  already  been  built,  and  it's 
called  the  World  Wide  Web.  But 
control-hungry  bureaucrats  and 

the  vice  president  seem  determined  to  drag  us  back  onto 
the  business-as-usual  side  of  the  regulatory  gap. 
By  James  Freeman 

Q  A  Dream  On,  Silicon  Alley  Despite  hopeful  hype  by 
Ob  the  nose-ring  set  and  the  proud  banner  of  "con- 
tent," New  York  City  is  not  about  to  become  a  "center  of 
New  Media."  Not  now.  Not  ever.  By  Gary  Andrew  Poole 


%Who  Really  Works?  New  Yorkers  work  nonstop, 
while  their  counterparts  on  the  other  coast  play  all 
day.  So  goes  the  conventional  wisdom.  But  do  stress  and 
misery  really  equal  productivity?  By  Owen  Edwards 

QQ  Accountant,  Lawyer,  Banker,  Flack  In  the  rags-to- 
J  Jr  riches  story  of  Silicon  Valley,  those  who  took  the 
risk  of  providing  services  for  new,  unproven  companies 
have  prospered  along  with  their 
clients.  By  Geoff  Baum 

-4  Robert  Noyce  and 

lv*i  His  Congregation 

Back  when  the  digital  revolution 
was  nothing  but  guerrilla  war- 
fare, one  of  our  great  chroniclers 
wrote  a  profile  that  sharply 
defined  the  gulf  between  Old 
East  and  New  West.  Thirteen 
years  later,  it's  still  a  direct  hit. 
By  Tom  Wolfe 
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So,  Does  Your  Web 
Site  Pay?  The  Internet 
is  hot. ..or  is  it  not?  Market 
research  firms  insist  there's  gold 
at  the  end  of  the  Web  rainbow. 
But  somehow  old-fashioned  prof- 
its always  seem  to  be  in  the 
future.  The  trick  may  be  know- 
ing how  to  measure  returns  on 
investment.  Here's  a  look  at  how  the  best  corporate  sites 
are  doing  —  and  how  they  keep  score.  By  Mark  Halper 

•^OO  Will  Java  Break  Windows?  At  the  moment, 

I  dm,  Jam  Microsoft  is  the  colossus  of  the  computer  world, 
but  Sun  Microsystems's  Java,  an  object-oriented  language 
that  offers  increased  productivity,  may  well  be  the  technol- 
ogy that  breaks  Microsoft's  back.  By  George  Gilder 


Illustration  by  Mark  Ulriksen 
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•4  Q  Editor's  Letter:  You'll  Hate  This  Column,  but 

I  O  What  the  Heck  Especially  if  you're  from  New  York 
or  Boston.  Time  for  the  hard  truth,  though.  In  the  race  to 
the  future,  the  battle  between  East  and  West  is  at  its 
beastly  best.  From  bigger  bandwidth  to  bloodier  burgers, 
here's  how  the  West  is  winning.  By  Rich  Karlgaard 
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Letters  to  ASAP 


f\  A  Particles  and  Waves  Tales  and  trends  that  add  veloc- 
JLmw1  ity  to  the  digital  revolution:  a  stunt  pilot  who  puts 
gearheads  through  the  loops,  the  Macintosh  as  holy  icon, 
and  Mongolians  who  want  to  replace  Genghis  with  Gates. 

O  Q  The  Va'ue  Chain:  When  History  No  Longer  Repeats 
XaO  Itself  By  land,  by  air,  by  sea... by  cyberspace?  New 
technologies  trash  geographic  and  physical  boundaries,  rewrit- 
ing the  old  rules.  When  the  virtual  supplants  the  real,  govern- 
ment and  business  will  be  transformed.  By  William  Davidow 

QQThe  Unknown  Entrepreneur:  IPO-ooops  Finally 
\JJmm  having  sealed  the  deal,  our  clandestine  capitalist 
should  be  living  large.  But  his  troubles  have  only  just 
begun.  By  Mo  Schumpeter 

Q"TThe  Digital  Investor:  Hitting  on  Microsoft  investor 

O/  Computerized  investi.      uts  stock  portfolios,  search 
profiles,  technical  analyses,  a         en  stock  chats  at  your 
fingertips.  In  the  game  of  buyii:  k!  selling  high,  getting 

something  for  nothing  is  an  onli  1.  By  Michael  Gianturco 


teams  in  Flatbush?  Brooklyn  Union,  a  gas  company  that's 
actually  a  gas  to  work  for.  By  David  H.  Freedman 

"•flOO  Editorial  Index  People  are  known  by  the  com- 

I  %Jj£m  pany  they  keep.  A  business  magazine  is  known 
by  the  companies  it  covers.  ASAP's  list  of  those  we  men- 
tion and  where  you  can  reach  them  on  the  Web. 

*4  Q  A  Legends:  Ted  Nelson  More  than  30  years  ago 

IOt"  software  visionary  Ted  Nelson  generated  a  wave 
with  hypertext  and  rode  it  all  the  way  to  Xanadu... wherever 
that  is.  By  Owen  Edwards 

-4  0"TMores:  Why  Is  Everything  So  Complicated? 

I  O  /  Those  of  us  who  thought  technology  was 
designed  to  make  our  lives  simpler  will  have  to  think 
again.  If  only  we  could  think  at  all.  By  Owen  Edwards 

-4  A  f\ The  Peters  Principles:  The  Question  (and 

1 4v  Answer)  Man  Finally,  the  ultimate  buzz  list  for 
the  information  age:  computerization,  implementation, 
consolidation,  standardization,  decentralization,  configura- 
tion. Any  questions?  By  Tom  Peters 
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Why  does  Marie*  know  so  much?  Because  she  uses 
A*Access"  -  the  American  Airlines  Interactive 
Travel  Network",  available  on  the  web  or  with 
Personal  a'Acccss"  software. 

With  AAccess,  Marie  can  manage  her  AAdvantage 
account  right  from  her  computer.  Which  includes 
tracking  her  AAdvantage  miles  from  flights,  hotel 
stays  and  rental  cars  Hooking  and  purchasing 
tickets.  Looking  up  flight  information.  Anil  using 
the  new  AAdvantage  Locator  Map,  which  helps  j 


MARIE 


Marie  knows  she's  AAdvantage  member 
2NC0284.  She  currently  has  a  total 
of  134,788  AAdvantage  miles,  and 
only  needs  9,028  more  this  year  to 

u 

maintain  AAdvantage  Gold®  status. 
She  recently  earned  4,345  miles  on  a 


sales  trip.  And  she  and  her  boyfriend, 


Hal,  used  50,000  miles  when  she  took 


him  to  meet  her  parents  in  Chicago. 


Oh  yeah,  she  also  knows  how  to 


change  the  address  on  her  AAdvantage 
account  (say,  when  she  gets  married) 
should  the  need  ever  arise.  Not  that 


she's  holding  her  breath,  Hal. 


Marie  find  ways  to  earn  extra  AAdvantage  miles 
when  traveling.  She  can  also  check  out  low  Net 
SAiAver  Fares  *  as  well  as  special  AAdvantage  pro- 
motions. Like  the  one  going  on  now,  where  you 
earn  up  to  500  bonus  miles  for  every  American 
and  American  Eagle"  trip  booked  using  AAccess 
and  completed  by  the  end  of  the  year. 

So  visit  ^Access  via  the  Web"on  the  Internet.  Or, 
for  a  Windows'-based  link  to  American  Airlines, 
call  for  our  Personal  AAccess  software. 


AmericanAirlines 


For  Internet  users,  AAccess  via  the  Web  is  located  at  www.americanair.com  To  order  Personal  AAccess  for  your  PC,  call  1-800-AACCESS  (222-2377) 


Amcrkjn  Airlines.  AAdvantage,  AAdvantage  (.del  and  Ami  ne  an  Ka«lc  arc  register!  d  trademarks  and  AAccess,  American  Airlines  Interactive  travel  Network  Personal  AAi  i  ess  Kiel  SAAvcr  Fa 
AAccess  via  the  wen  are  trademarks  of  American  Airlines,  In<  American  Eagle  is  American  s  regional  airline  associate  American  Airlines  reserves  the  right  to  change  AAdvantage  program  rules  i 
iravel  awards  and  special  oilers  .11  any  nme  without  notice, and  10  end  ihe  AAdvantage  program  with  six  months  notice  windows  is  a  registered  trademark  ol  Microsoft  <  orpor.  n 


A  TEACHER  DISCOVERED 
that  Christian  would  respond  to  images 
from  his  life.  She  put  visual  cues  to  the  story 
oj  his  new  puppy  on  a  special  keyhoard. 


THE  MONITOR 
^0  BECAME  HIS 
VOICE.  With  it  he  makes 
pass  reports  and  conversa- 
tion. With  it,  Christian,  11, 
has  been  m  the  regular 
Vsterville,  MA  public  school 
uwce  first  grade. 


This  is  my  puppy  Harvey 


MuUSyncCjM 


o 


Until  he  found  this  window. 


©WITH  THE  PICTURES,  HE  MADE  SENTENCES. 
With  the  sentences,  he  made  friends.  Christian's  monitor  is 
the  window  between  bis  non-verbal  norld  and  the  speaking  world 
of  his  friends.  Through  it,  he  teaches  them  many  things. 


NEC  MultiSync  Monitors 
E  and  A  Series 

THE  MONITORS  THAT  ARE  BEST 
FOR  CHRISTIAN'S  NEEDS  can  also 
speak  to  yours.  Introducing  the  NEC  MultiSync' 
Enterprise  and  Advanced  Series,  the  monitors  for 
people  looking  for  superior,  lifelike  images.  And  the 
monitors  for  people  who  want  the  kind  of  flexibility 
that  super  hiah  resolutions  and  refresh  rates  ensure. 

OSM"1  (On-Screen  Manager)  controls  make 
image  adjustments  easy.  Plus,  select  Enterprise 
monitors  feature  CROMACLEAR7"  CRT,  for  unparal- 
leled focus,  contrast  and  intense  color  saturation. 
And,  of  course,  the  industry-leading  NEC  warranty- 
includes  3  years  parts,  labor  and  CRT. 

For  more  information  on  the  new  performance- 
driven  MultiSync  Enterprise  and  value-oriented 
Advanced  Series  call  1-800-NEC-1NFO  or  visit 


www.nec.com. 


m 
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Mill  I  IsYNC  MONITORS 


Max  Ri-s        Bandwidth  CRT  Type 


I'n,  L 


ASOO    1280  x1024  II2MH/      Dot  Trio  0.28mm  dot 

@  6011/ 

A700    1280  x1024  I  I9MH/      Dot  Trio  0.28mm  dot 

(a  65H/ 

ES00    1280  x1024  IISMH/      CROMACLEAR  0.25mm  mask 
@  65Hz 

1700    1600x  1200  I77MH/      CROMACLEAR  0.25mm  mask 
(a>  65Hz 


El  100   IhOO  \  1200    I77MII/       Dot  In< 
(a  6511/ 


0  28mm  dot 


Expect  more.  Experience  more. 


Find  out  what  the  world  is  thinking 


...on  the  Web's  leading  e-zine  of 
analysis  and  debate. 
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RICH 


YOU'LL  HATE  THIS  COLUMN,  BUT  WHAT  THE  HECK 

KARLGAARD 


HEY  THERE,  New  Yorkers!  Dying  inside  your  August 
sauna  wools?... Is  the  sweat  gathering  like  dew  at  the 
small  of  your  back,  wetting  your  $240  Turnbull  &  Asser 
shirt?...  Are  those  Super  150s  silk-lined  trousers  of  yours 
stuck  to  the  cab  seat? 
I  am  aw-w-w-w-fully  sorry,  man.  Really. 
But  first. ..to  another  Eastern  city  and  another  sad  story.  It 
was  past  10:30  one  night  in  Boston  when  I  collapsed  onto  my 
hotel  bed  and  phoned  room  service.  "One  large  Coke  and  a 
hamburger,  please,  and  make  it  rare,  good  fellow." 
Sorry,  said  the  room  service  man — cannot  do. 
Cannot  do?  It  didn't  stop  there.  Next  came... The 
E.  Coli  Sermon.  For  five  minutes  I  got  a  lecture  on  the 
perditions — perditions! — of  undercooked  meat.  This  was 
followed  by  hymns  to  the 
Bay  State  and  to  the  heroism 
of  its  bureaucrats. ..wonks 
throwing  themselves  on  live 
E.  coli  bacteria. .  .just  to  save 
me\  Could  I  appreciate  that? 

Snigger  all  you  want.  But 
stories  like  these  count  in  business  reporting.  When  one  sees  a 
CEO  frittering  away  the  shareholders'  money  on  carved  wood 
paneling,  one  gets  suspicious.  An  ear  for  RR.  false  notes,  an  eye 
for  marketing  whim-whams,  a  nose  for  executive  terror — these 
are  the  tools  of  a  good  reporter. 

Some  night  when  you  find  yourself  in  a  Boston  hotel  room, 
on  the  horn  with  a  fabulous  twerp  who  is  lecturing  you 
about  E.  coli ...  and  not  just  that . . .  but  about  your  own  pathetic 
inability  to  weigh  risks  and  rewards. ..all  the  warning  lights  in 
your  brain  will  blast  on.  I  hope.  In  my  brain  they  did.  I  started 
to  worry  about  Boston.  Something  bad  was  happening  here. 
Nanny-state  spirochetes  must  be  fouling  the  Charles  River. 
Mind  you,  a  reverence  for  starched  collars  in  authority  has 
always  gone  down  like  free  beer  in  Boston.  Yet,  here  was  a 
new  twist.  Hotel  flunkies  had  become  agents  of  the  state. 

Or  is  it  new?  Troll  your  imagination  a  bit — hmmm,  maybe 
not  so  new.  The  collapse  of  the  minicomputer  industry...  the 
disappearance  of  Apollo  Computer...  the  near  death  of  Wang 
Laboratories. ..the  paralysis  of  Lotus  Development ...  the 
agonistes  of  Jim  Manzi...the  anorexia  of  Digital  Equipment... 
the  stampede  of  venture  capital  to  the  West.  A  ton  of  bad  stuff. 

True,  but  can  one  honestly  tie  it  all  to  bad  hamburger  service 
in  a  hotel? 

I  claim  you  can.  What  ties  the  two  together  is  a  spirit  (or  lack 


I  count  a  trillion  dollars  or  two 
in  recently  minted  market  cap.  None  of  it 
originated  from  east  of  the  Rockies. 


of  one)  that  trusts  (or  doesn't)  ordinary  people  to  make  smart 
choices.  The  West  has  the  spirit.  The  East  doesn't.  Curiously,  the 
East  had  it  221  years  ago  when  it  declared  its  independence  from 
another  nanny  state.  No  longer. 

The  East's  retreat  into  Thou-Shalt-Not-ism  seems  to  be  pick- 
ing up  speed  as  the  West  overtakes  it  economically.  Broadcast 
TV,  Congress,  the  Federal  Reserve,  talk  shows  with  flatulent 
combatants,  stock  exchanges  based  on  a  physical  location,  retail 
giants ...  these  are  spent  forces  in  today's  burgeoning  cyber- 
economy.  The  East  isn't  dumb.  It  senses  these  changes. 
It  just  loathes  them!  It  is  beginning  to  resemble  fusty  old 
England  in  its  postcolonial  confusions.  Whither  the 
empire,  and  all  that.  So  its  angry  denizens  board  the 
shuttle  to  Washington  and  lobby  fiercely.  Stop  the  world! 

True  story:  Three  years 
ago,  at  a  private  party  at 
New  York's  public  library  on 
Fifth  Avenue  and  40th  Street, 
I  sat  next  to  a  government 
lobbyist  for  AT&T.  George 
Gilder  rose  to  speak  about 
the  future  of  public  libraries  in  the  dawning  age  of  a  high-band- 
width Net.  The  lobbyist  listened  to  George,  scowled,  shook  her 
head,  took  notes.  She  leaned  over  to  me.  She  said:  "Gilder 
doesn't  get  it.  America  is  not  ready  for  all  this  bandwidth." 

Darn  that  Steve  Forbes.  He  won't  let  his  employees  short 
stocks.  Too  bad.  That  night  in  New  York,  the  lobbyist  from  AT&T 
uttered  the  clearest  short  signal  you  will  ever  hear.  She  said 
America  was  not  ready  for  high  bandwidth.  What  she  meant, 
of  course,  was  that  AT&T  itself  was  not  ready  to  deliver  high 
bandwidth  to  Americans.  So  the  phone  giant  would  do  what  it 
had  to  do:  buy  time.  Lobby  government  to  slow  things  down. 
Take  the  low  road... do  anything  to  cripple  those  fast-gunning 
entrepreneurs  who  had  the  audacity  to  think  that  ordinary 
Americans  might  actually  want  high-bandwidth  connections. 

By  the  way,  the  short  signal  was  dead  accurate.  AT&T  has 
wobbled  and  sunk  during  a  bull  run. 

DRAMs,  EPROMs,  EEPROMs,  microprocessors,  personal  com- 
puters, GUIs,  PostScript,  desktop  publishing,  desktop  video,  hubs, 
bridges,  routers,  Ethernet,  Ethernet  switches,  Web  browsers,  Java, 
ActiveX,  push  ...from  these  technologies  I  count  a  trillion  dollars 
or  two  in  recently  minted  market  cap.  None  of  it  originated  from 
east  of  the  Rockies.  Where  were  you,  feilas?  Hello? 

Hint:  Liberate  your  entrepreneurs,  trust  your  customers,  and 
then  get  out  of  the  way.    ►  Comment  to  editorQPforbesasap.com  ■ 
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So    exactly    where    does    a    palmtop    end    and  a 


aptop    begin?    Introducing  the  HP  320LX  palmtop  PC.  With 


a  640  x  240  VGA  screen,  it's  the  widest  of  any 


handheld  PC.  Six  inches.  And  it's  the  first 


hp  320LX  Palmtop  pc      palmtop  with  Microsoft®  Windows®  CE  and 

FROM$699 

a  built-in  CompactFlash  card  slot  for  removable  memory  storage. 


You  can  pull  the  4MB  HP  320LX  palmtop  PC 


from  your  pocket  and  instantly  check  and 


send  e-mail,  hop  on  the  Internet  or  consult 


Easy  synchronization  with 
your  desktop  PC 


E-mail  and  Internet  access  via 
Type  II  PC  Card  Modem 


Direct  printing  capabilities 
through  infrared  connection 


CompactFlash  card  slot  for 
removable  memory  storage 


4MB  memory 


your  calendar — all  without  lugging  around  a  laptop.  An  energy- 
saving  backlit  screen  allows  hours  of  operation,  and  the  standard 

Designed  for 

docking  cradle  lets  you  easily  synchronize  your 

Microsoft  Windows  CE  applications  with  their  Windows  95  and 
Windows  CE 

Windows"  NT  counterparts.  See  more:  ivinv.hp.com/handheld 
Better  products,  better  productivity. 


HEWLETT 
PACKARD 
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Is  it  a 
condition 
of  your 
employment 
contract 
with  Forbes 
that  you 
must 

engage  in  a 
conservative 
rant  at  least 
once  a  year? 


Market  Morality... 

The  Editors  Letter  on  defending 
the  free  market  ["Get  Ready  to 
Defend  the  Free  Market,"  June  2] 
was  great  except  we  will  always 
lose  if  we  defend  capitalism  on 
the  morality  of  altruism.  It  can't 
be  done.  Capitalism  (no,  the  word 
does  not  make  me  itch)  can  only 
be  defended  on  a  morality  of 
rational  se//-ishness.  One  has  the 
right  to  live  one's  own  life  based 
on  one's  own  reason.  The  purpose 
of  capitalism  is  not  to  "spread 
one's  wealth  in  the  most  deserv- 
ing fashion"  but  for  each  indivi- 
dual to  be  free  to  pursue  his  or 
her  own  rational  self-interest. 
MARGARET  SANCHEZ 
msanc56922@aol.com 

Until  capitalism  is  truly  defined 
and  defended  as  the  only  truly 
moral  economic  system,  the  bat- 
tle will  continue  to  be  lost.  Any- 
one wondering  what  the  world 
would  look  like  should  that  hap- 
pen, I  strongly  suggest  they 
Ayn  Rand's  Atlas  Shrugged. 
STEVE  SIMS 
Steveo423@aol.com 

We  are  winning  the  fight,  but 
know,  too,  that  we  aren't  quit 


there  yet.  I  am  a  22-year-old  girl 
and  am  an  enormous  advocate 
of  the  free  market.  I  sometimes 
feel  like  a  little  warrior,  scream- 
ing as  loudly  as  I  can,  while  the 
rest  of  the  complacent  world 
looks  at  me  with  their  hands 
over  their  ears.  It  can  be  frus- 
trating at  times.  Words  like 
yours  provide  hope  and  make 
me  see  that  all  is  not  lost. 
LOUANN  LOFTON  AHLGREN 
Memphis,  Tennessee 

I  applaud  your  comments  and 
your  focus  on  free  markets. 
There  should  be  more  of 
this  talk  and  much  less  of 
the  class-warfare  talk  by  people 
in  Washington. 
J.  M.  MILLER 
Historic  Flat 
Rock,  North 
Carolina 

Americans  are 
going  to  have  to 
defend  capitalism 
and  income 
inequality  against 
people  who 
want  to  brand 
it  "immoral." 
Other  countries  across  the  globe 
are  becoming  more  capitalistic 
and  want  to  have  an  American- 
type  system,  while  the  U.S.  is 
becoming  more  socialist.  One 
solution  is  more  media  coverage 
of  what  happened  elsewhere  and 
what  will  happen  here  if  the  U.S. 
goes  in  that  direction.  Another 
solution  is  to  elect  a  Congress 
and  president  who  support  a 
free  market. 
TAMMY  McMAHON 
tmcmahon@opentext.com 

In  capitalism  someone  is  always 
making  the  decision  of  what's 
good  and  what's  not  based  upon 
a  perceived  advantage.  To  take 
this  choice  away  from  those  who 
must  bear  the  consequences  of 
a  bad  decision  is  ultimately  bad 
for  us  all.  Remember  what  cen- 
tral planning  and  management 
did  for  the  Russian  people. 
HARRY  HIGBIE 
hhigbie@megsinet.net 

Capitalism  is  moral.  Servitude  is 
not.  Capitalism  is  moral  because 


value  is  traded  for  value.  To 
"serve  our  fellows"  is  to  trade  a 
higher  value  for  a  lesser  value. 
Trading  a  higher  value  for  a 
lesser  value  is  self-destructive 
and  therefore  immoral.  I  like 
Forbes  because  it  comes  closer  to 
correctly  defending  capitalism 
than  any  other  media  outside  of 
Objectivist  publications. 
JAMES  R.  SKICKI 
Dearborn,  Michigan 

For  the  first  time  in  a  main- 
stream publication,  I  encounter 
someone  who  dares  to  identify 
capitalism  as  moral.  You  cer- 
tainly deserve  a  "well  done!"  for 
your  courage.  However,  you  are 
mistaken  in  saying  that  capital- 
ism is  not  perfect 
because  it  rides  on 
flawed  human 
agents.  Part  of 
man's  nature  is 
free  will — we  can 
choose  to  do  good 
or  to  do  bad.  To 
call  this  a  flaw  is 
incorrect.  The 
beauty  of  laissez- 
faire  capitalism  is 
that  it  is  the  only 
political  system  that  consequently 
rewards  the  good,  that  is,  pro- 
ductive, ability.  What  could  be 
more  perfect? 
ANDERS  INGEMARSON 
Collegeville,  Pennsylvania 

Wow!  How  about  cloning  Rich 
Karlgaard.  A  new  champion  for 
capitalism.  Our  country  is  so 
spoiled  that  the  general  popula- 
tion sits  back  in  their  La-Z-Boy 
chairs  with  the  lever  at  "d"  for 
"dead."  Today  we  complain  but 
don't  do  anything.  Mr.  Karl- 
gaard, I  salute  your  fight  for 
capitalism. 
MARK  STEUDEL 
Jazzmsc  1  @aol  .com 

Far  from  making  me  itch,  capi- 
talism is  my  very  favorite  word. 
Unfortunately,  defending  it  is 
like  defending  gravity:  Capital- 
ism isn't  a  philosophy  or  a  theol- 
ogy but  a  natural  force.  Those 
that  try  to  counteract  it  end  up 
looking  ridiculous  (Jimmy 
Carter  and  Al  Gore)  or  just 
plain  evil.  But  you're  right.  The 


Luddites  of  the  world  like  AFL- 
CIO  chief  John  Sweeney  have 
a  much  better  chance  to  win  the 
debate  when  the  other  podium 
is  empty.  And  even  though 
their  fight  will  ultimately  be  lost, 
they  can  perpetuate  poverty 
and  ignorance  far  longer  than 
necessary. 
JIMMIE  IRBY 

Jimmie_Irby@mail.bankone.com 

...  Capitalist  Stooges 

Last  year,  I  did  what  I  imagined 
I  would  never  do:  I  signed  up 
for  a  subscription  to  Forbes. 
Why?  I  wanted  to  make  sure  I 
received  Forbes  ASAP,  one  of  the 
better  high  tech  magazines  I've 
read.  Until  now,  I've  been  con- 
tent to  throw  out  issue  after 
issue  of  mindless  right-wing 
posturing  (Forbes)  in  order  to 
enjoy  informed  opinions  about 
high  tech  (ASAP).  That  is,  until 
I  read  your  June  Editor's  Letter 
["Get  Ready  to  Defend  the  Free 
Market,"  June  2).  Is  it  a  condi- 
tion of  your  employment  con- 
tract with  Forbes  that  you  must 
engage  in  a  conservative  rant  at 
least  once  a  year? 

No  one  is  threatening  your 
beloved  capitalism!  If  anything, 
government  regulation  and 
public  opposition  are  growing 
weaker  and  smaller  as  corpora- 
tions grow  stronger  and  larger. 
In  that,  you  may  find  reason  to 
celebrate,  but  I  find  it  sad.  After 
all,  capitalism  may  be  wonderful 
at  creating  wealth,  but  it  is 
entirely  inefficient  in  distribut- 
ing it.  Does  it  make  sense  to  you 
that  Bill  Gates  and  Warren  Buffet 
should  enjoy  more  wealth  than 
they  will  ever  be  able  to  spend, 
while  thousands  of  American 
children  go  to  bed  hungry?  I 
hope  we  as  a  nation  won't  give 
up  on  the  idea  of  smoothing 
the  rough  edges  of  capitalism, 
and  I  hope  ASAP  will  leave  the 
political  posturing  to  its  parent 
magazine. 
HUGH  BETHELL 
visi-hugh_bethell 
@pplus. shell7.ba.best.com 

Capitalism?  Do  you  really  call  it 
capitalism?  Maybe  when  George 
Soros  trades  he  commits  capital- 
ism. But  as  for  me  and  my 
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Pentium,  mmx,  power  PC...  no  matter  now  fast  your 
system  is,  it  can't  outrun  a  power  problem. 


At  last,  a  safe  place  to  plug  everything:  multipath  Back-UPS  Office 
for  workstations,  PC's  and  peripherals 


"t^FSl  Power  problems  attack  computers  relent- 
■Eg|  lessly.  Did  you  know  that  you  have  a  better 
chance  of  winning  the  lottery  than  of  escap- 
ing power  problems? 


3ower  problems  are  the  single 
argest  cause  of  computer  data 
oss  and  hardware  damage. 

3ack-UPS  Office  provides 
:lean,  reliable  power  for  your 
entire  system.  Instantaneous 
aattery  backup  ensures  unin- 
:errupted  operation  of  your 
ZPU,  monitor  and  an  external 
storage  device.  Full-time  surge 
suppression  and  site-wiring 
fault  protection  spreads  a  true 
multipath  safety  net  under 
any  remaining  peripherals, 
like  modems,  printers,  faxes  and  phone  systems. 
Back-UPS  Office  also  provides  convenient 
BlockSafe"  outlet  spacing  to  handle  all  size  plugs  - 
even  large  transformer  blocks. 

Unique  multipath  protection  keeps  your 
PC  and  data  safe 

Plugging  phone  lines  or  other  peripherals  into  your 
computer  increases  your  vulnerability  to  power 


Multipath  Means  Total  Power  Protection 


problems.  When  a  surge  hits  an  unprotected  periph- 
eral, it  can  blaze  down  serial  cables  and  datalines, 
and  toast  your  expensive  PC.  Multiple  peripherals 
and  datalines  to  and  from 
your  system  are  vital,  but  dan- 
gerous. Without  them  you 
can't  do  your  job.  If  a  power 
sag  locks  your  keyboard  or 
reboots  your  computer  before 
you've  saved  work,  or  while 
you  are  downloading  from  the 
Internet,  you  can  lose  data, 
time  and  money.  Instead  of 
increasing  your  risk  by 
waiting,  join  over  8,000,000 
satisfied  computer  users 
worldwide  who  prefer  APC  to 
protect  hardware  and  data. 

Back-UPS  Office  protects  your  entire  system 

Until  now,  protection  for  your  entire  system 
required  several  devices.  Back-UPS  Office  means 
clean,  safe  power  to  every  peripheral,  and  instant 
battery  backup  to  keep  your  system  from 
crashing.  It  means  protection  for  less  by 
integrating  the  security  of  a  surge  sup- 
pressor with  the  power  of  a  UPS,  guaran- 
teed up  to  $25,000.  (See  policy  for  details) 


With  the  Purchase  of  a  >^ 
Back-UPS  Office  \ 
between  August  1  and  October  31,  1997.  \ 

Simply  complete  the  attached  redemption  card  I 
and  send  along  with  an  original  UPC  symbol  I 
from  an  APC  Back- UPS  Office  box  and  the  / 
original  store  receipt  with  Back-UPS  Office  / 
circled,  and  get  a  $30  Rebate.  / 


See  redemption  card  for  more  information.  If  redemption  card  is  missing 
please  call  our  Power  Fax  tine  at  800-347-FAXX  and  request  literature 
#1301.  Or,  download  the  redemption  card  from  our  Web  Site  at: 
http://www.apcc.com/english/promo/promo025.htm.  You  can  also  fax 
the  coupon  below  to  APC  at  (401)  788-2797. 


FREE  SOLUTIONS  GUIDE! 


Just  complete  the  information  below  and 
send  to  APC  to  receive  redemption  informa- 
tion regarding  the  $30  Rebate  Offer.  We'll 
send  you  a  Free  60  Page  Solutions  Catalog 
just  for  filling  out  the  coupon! 


CH  YES!  Send  me  a  $30  Rebate  Redemption  Card. 

I  I  NO,  I'm  not  interested  at  this  time  but  please 
send  me  a  free  60  Page  Solutions  guide. 
Name:  


Company 

Address:  _ 


CrryHown:. 

State:  

Phone   


.Zip 


Country 


Brand  ot  UPS  used?  _ 
Brand  of  PCs  used?  _ 
Brand  of  Servers  used7 


Dept.  Fll-RB 


(888)  289-APCC  x8209 
Fax:  (401)  788-2797  •  www.apcc.com 
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Letters  cont'd 


The  greatest 
failure  in 
technology 
will  be  that 
of  Microsoft 
and  Intel. 
They  will 
soon  face 
competition. 
Newer  systems 
will  wipe 
them  out. 


house,  we  engage  in  free  enter- 
prise. Capitalism  literally  means 
a  political  system  where  he  who 
owns  the  tools  rules  the  day. 
Naturally  the  word  makes  every- 
one with  a  moral  pulse  turn 
their  heads  in  disgust.  But  enter- 
prise is  a  noble  word.  It  means 
work.  And  free  enterprise  means 
the  freedom  to  work  and  to  keep 
the  fruits  of  your  labors.  With 
apologies  to  Bob  Dylan,  "Let  us 
not  speak  falsely  now,  for  the 
hour  is  getting  late." 
MARK  BOGOSIAN 
mbogo@frii.com 

I  am  a  very  confused  ASAP 
reader.  Your  Editor's  Letter 
extolls  the  efficiency  and  moral- 
ity of  the  U.S.  market  system. 
You  state,  "Computers,  software 
and  the  Net  now  run  the  econ- 
omy...Without  meryor 
remorse  they  slice  through 
decaying  business  models, 
defensive  managers. ...  They 
humiliate  economies  like 
France's." 

But  on  page  107,  George 
Gilder  tells  me  the  story  of  how 
Paul  Baran  left  Hughes  Aircraft 
in  1959  for  the  nonprofit  RAND 
corporation  where  he  designed 


the  system  we  now  call  the 
Internet.  Baran  was  completely 
unmotivated  by  financial  gain. 
He  was  trying  to  design  a  system 
that  would  survive  a  nuclear 
attack.  His  patriotism  moved  us 
ahead.  Just  like  the  patriotism  of 
the  French  will  move  them  ahead. 

I  like  your  magazine — you 
should  read  it  on  occasion. 
CHARLES  TRZCINKA 
ctrzcink@stern.nyu.edu 

History  has  shown  that  in  soci- 
eties where  the  rich  get  richer 
and  the  poor  get  poorer,  there 
ends  up  being  a  ruling  class  and 
the  great  spirit  of  entrepreneur- 
ship  gets  stifled. 
DAVE  BAKER 
beachlvrs@io-online.com 

Failure,  a  Success 

Failure  is  not  damn  good  for 
you  ["Failure:  Why  It's  So  Damn 
Good  for  You,"  June  2].  The 
moment  of  the  experience  taxes 
the  health  and  self-image.  It  is 
emotional,  physical,  and  mental 
turmoil:  "hurricane  of  the  soul." 
And  this  is  only  a  socially  polite 
description  of  the  experience  of 
(perceived)  failure.  Zen  does  not 
recognize  failure  as  most  of  us 
know  it — a  broken  or  bottom 
point — rather  as  a  transition 
place  for  many  opportunities. 
It  is  the  step  into  the  oppor- 
tunities that  is  damn  good 
for  you. 

CARLINE  JOHNSON  LUTYNSKI 
clc@orion.neca.com 

I  do  not  read  Jimmy  Carter's 
poetry  nor  know  of  anyone  who 
does.  I  do  wear  a  Patriots'  cap 
(even  in  the  off-season).  I  do 
wholeheartedly  agree  with  every- 
thing else  Mr.  Queenan  stated 
["Failure  Chic,"  June  2]. 
TOM  BYERS 
Westerly,  Rhode  Island 

Thank  you  for  the  entertaining 
and  inspiring  article,  "Calluses, 
Not  Cum  Laudes,"  [Rutledge, 
June  2].  All  in  all,  I  found  the 
whole  "failure"  issue  to  be  oddly 
uplifting.  This  article,  in  particu- 
lar, made  such  an  impact  on 
me  that  I  felt  1  had  to  respond. 
I,  too,  have  suffered  my  share  of 
reversals  (and  like  Rutledge, 


mostly  at  my  own  hand).  Unfor- 
tunately, these  reversals  discour- 
aged me,  and  I  committed  the 
worst  sin  of  all:  I  gave  up — on 
everything.  Worst  of  all,  I  gave 
up  on  myself.  But  the  article  has 
inspired  me  to  begin  again. 
Thanks. 

CHRIS  W.  WILLIF 
CWillif494@aol.com 

You're  a  Failure,  Joe 

I  disagree  with  Mr.  Queenan's 
"Failure  Chic"  article  [June  2]. 
I  am  afraid  that  Mr.  Queenan's 
criticism  of  former  President 
Carter  is  unfair  and  unrealistic. 
Please  remember  that  when 
President  Carter  took  office  in 
1977,  the  United  States  had  suf- 
fered through  three  and  a  half 
years  of  high  oil  prices  as  a 
result  of  the  OPEC  price-fixing 
scheme  that  began  in  1973, 
and  eight  years  of  irresponsible 
policies  at  the  Federal  Reserve, 
implemented  by  Nixon 
appointee  Arthur  Burns.  Carter 
had  to  carry  these  burdens 
during  his  presidency. 

I  hope  Mr.  Queenan  recalls 
that  Iran,  the  nation  that  con- 
founded President  Carter  (the 
president  who  failed,  according 
to  Mr.  Queenan),  was  appeased 
with  arms  sales  by  President 
Reagan  (the  president  who 
succeeded,  according  to 
Mr.  Queenan). 
AARON  HIRSHBERG 
Newton,  Massachusetts 

Even  if  you  extract  his  ludicrous 
implication  that  Gerald  Ford 
had  a  successful  presidency,  Joe 
Queenan,  himself,  failed.  He 
came  nowhere  close  to  making 
a  convincing  point  about  a  very 
real  cultural  phenomenon.  The  . 
fact  is,  failure  as  a  concept  is  not 
what  so  enthralls  the  media 
and  the  public.  Rather  it  is  the 
triumph  over  failure  they  find 
to  be  sublime.  So  relax,  Joe, 
perhaps  your  next  article  will 
be  the  success  this  one  failed  to 
be.  After  all,  everybody  loves 
a  comeback. 

SHERRY  STEMM  EASTON 
Dallas,  Texas 

I  was  enjoying  the  article  on 
"Failure  Chic"  until  I  realized  it 


was  simply  a  political  statement 
on  why  Joe  Queenan  doesn't  like 
Democrats.  His  attack  on  Jimmy 
Carter  had  no  base  and  was 
purely  another  shot  by  a  right- 
winger  who  can't  separate  politics 
from  life.  Jimmy  Carter  has  done 
some  remarkable,  inspirational 
things  as  ex-president  that 
should  be  recognized.  Yes,  he 
may  have  been  ineffective  as 
president,  but  let's  not  discredit 
his  giving  nature  and  love 
for  others. 
TIM  WRIGHT 
TMW88@aol.com 

I  think  the  greatest  failure  in 
technology  will  be  the  failure 
of  both  Microsoft  and  Intel. 
Although  they  now  have  a 
monopoly  on  computers,  they 
soon  will  face  competition. 
Newer  systems  will  wipe 
them  out. 
WALLACE  JUDD 
obg9s@sia@sprintmail.com 

Bugged 

The  gratuitous  obscenities  in 
"The  Bug  Police"  [June  2]  are 
unworthy  of  your  magazine. 
They  insult  the  reader,  demon- 
strate weak  writing  skills,  and 
confirm  shallow  editorial  judg- 
ment. They  result  in  an  utter 
failure  to  provide  leadership  to 
young  people  who  might  be 
interested  in  this  topic. 
RICHARD  GEE 
Fox  Point,  Wisconsin 

I  always  look  forward  to  issues 
of  Forbes  ASAP  for  fresh  per- 
spectives on  current  topics.  The 
latest  issue  is  a  prime  example  of 
an  important  subject  being  well 
covered.  However,  I  think  Forbes 
ASAP  and  particularly  Gary 
Andrew  Poole  have  failed  and 
hopefully  will  follow  the  theme 
of  the  issue  and  learn  from  the 
failure.  Why  did  the  article  on 
the  Bug  Police  have  to  include 
profanity?  It  was  unnecessary 
and  added  no  value  to  the  story. 
Shame  on  Gary  and  the  editors 
for  allowing  this  to  happen.  I 
expect  more  from  a  magazine 
that  normally  represents  high 
standards  of  journalism. 
RENARD  ROSAS 
rrosas@oxhp.com 
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Rockporf 


m  comforitebfe  being  a  geek 


clint  rosemund, 
web  site  builder,  razorfish 


be  comfortable,  uncompromise:  start  with  your  feet. 


Letters  cont'd 


I  would  wager 
that  99%  of 
the  engineers 
I  work  with 
would  not 
recognize 
MarvelPs 
poem.  I  believe 
that  poets 
are  the  most 
practical  of 
all  people. 


No  Time  to  Waste 

I  enjoyed  Virginia  Postrel's  quo- 
tation from  Marvell's  delightful 
poem  ["A  Need  for  the  Dreaded 
Gatekeeper,"  June  2].  I  agree  that 
time  is  the  most  limited  resource. 
I  am  working  on  the  third  edition 
of  a  successful  book  and  find 
that  time  is  so  valuable  that  I 
dread  wasting  a  second  of  it.  Like 
most  authors,  I  must  hold  down 
a  day  job  to  allow  myself  the 
luxury  of  writing  at  all.  I  would 
wager  that  99%  of  the  engineers 
I  work  with  at  Hewlett-Packard 
would  not  recognize  the  poem; 
the  same  was  true  when  I  worked 
at  IBM.  I  believe  that  poets  are 
the  most  practical  of  all  people. 
ARNOLD  O.  ALLEN 
arnolda@jps.net 

Excellent  piece!  Like  Postrel's, 
my  cybernetwork  has  expanded 
to  fill  the  time  and  space  once 
occupied  by  the  postal  service 
and  neglected  opportunities. 
Gotta  go!  Here  comes  that  damn 
chariot  again! 
WILL  LANGE 
Etna,  New  Hampshire 

As  a  writer  who  is  always  jug- 
gling a  dozen  projects,  I  can 


certainly  relate  to  the  inability 
to  sort  and  absorb  all  the  infor- 
mation that  comes  my  way.. I 
get  the  same  feeling  walking 
into  a  bookstore. ..just  think,  all 
that  information  was  deemed 
worthwhile  by  editors  and 
publishers  (and  we  know  what 
selective  gatekeepers  they 
can  be)! 

I  read  the  following  comment 
in  the  Wall  Street  Journal  last 
month  and  thought  it  was  worth 
passing  on.  "Information,  unless 
it  produces  action,  is  overhead." 
What  better  way  to  put  the 
Internet's  resources  and  our 
limited  time  into  perspective! 
ERIK  HROMADKA 
http://www.inoffice.com 

The  Better  Sex? 

Women  are  better  managers 
than  men.  Far  be  it  from  me  to 
reject  a  compliment,  but  I've 
had  my  own  theory  on  this  one 
for  quite  some  time.  Assume 
for  a  moment  that  as  Mr.  Peters 
explains  ["Opportunity  Knocks," 
June  2]  we  are  indeed  invisible 
or  even  only  partially  visible. 
Compared  to  our  fast-track 
male  equivalents,  we  spend 
more  weeks/months/years  being 
passed  over  as  we  wait  to  get 
our  first  and  subsequent  promo- 
tions. The  upside  is  that  by 
the  time  we  eventually  get  there, 
we  have  been  in  training  far 
longer  and  we  take  it  all  for 
granted  a  lot  less.  Junior  female 
managers  then  are  better 
trained,  prepped,  motivated, 
and  far  more  self-aware. 
ABIGAIL  POCKNEY 
AJP@synon.com 

I  think  that  Tom  Peters  has 
made  another  insightful  and 
important  contribution  with 
his  postulate  that  women  are 
business  opportunity  number 
one.  However,  I  am  not  comfort- 
able with  an  impression  he  con- 
veys that  women  are  superior 
to  men.  Apart  from  the  extraor- 
dinarily noble  and  magnificent 
exceptions  of  child-bearing  and, 
in  most  instances,  child-rearing, 
there  is  nothing  men  cannot 
do  better  than  women.  Check 
out  the  masters  in  mankind's 
principal  endeavors:  physics, 


chemistry,  physiology,  medicine, 
etc.  The  masters  predominantly 
have  been,  are,  and  will  continue 
to  be  men. 

RICHARD  T.  BOVERIE 
West  Palm  Beach,  Florida 

Mo  Jump  Ball 

I  have  been  a  fan  of  Forbes 
and  ASAP  for  many  years, 
using  many  innovative  ideas 
found  there  in  my  startup. 
I  run  a  virtual  company  with 
the  manufacturing  left  to  the 
best  national  manufacturer, 
and  the  service  and  installation 
left  to  a  nationwide  company. 
We  only  market!  We  are  in 
the  process  of  "going  public," 
and  I  am  fascinated  with  Mo 
Schumpeter's  last  paragraph 
referring  to  a  jump  ball  ["The 
Unknown  Entrepreneur:  Going, 
Going... Gone  Public,"  June  2]. 
Could  Mo  or  someone  else 
get  me  more  information  on 
the  "jump  ball?" 
JIM  WHITTLESEY 
chapultepec@msn.com 

It  means  letting  the  investment 
bankers  compete  for  your 
offering. 

—Eds. 

A  Dusty  Web 

I  work  in  the  internetworking 
market,  and  George  Gilder 
["Inventing  the  Internet  Again," 
June  2]  is  my  idol.  When  I  read 
something  in  a  periodical  that 
I  want  to  send  to  coworkers, 
customers,  and  other  associates, 
I  look  it  up  on  the  World  Wide 
Web,  note  the  URL,  and  send 
it  to  the  person. 

How  ironic,  then,  that  the 
one  magazine  that  I  find  most 
compelling,  the  one  magazine  .• 
that  claims  to  be  powering  the 
information  revolution,  is  the  one 
I  can't  reference.  I  can't  send  any- 
one to  the  Forbes  ASAP  Web 
site- — the  current  issue  isn't  there! 
BOB  IRWIN 
robert_irwin@ins.com 

You  can  find  ASAP  at 
www.forbes.com.  Expect  a  two- 
week  lag  between  the  magazine's 
arrival  and  its  appearance  on  the 
Forbes  site. 

—  Eds. 


Bombed  Art 

I  enjoyed  the  article  about 
"Tragic  Lost  Causes"  [June  2], 
especially  the  Battle  of  Midway. 
However,  the  picture  next  to 
the  article  was  inaccurate. 
The  airplane  shown  was  a 
B-17  G  Model.  In  the  Battle 
of  Midway,  there  were  only 
E  Models. 

BENJAMIN  ABBOTT 
Jobented@aol.com 

Super  Gloom 

Lee  Patterson  is  wrong  to  be 
so  gloomy  about  the  supercom- 
puter market  ["Tanking  It 
Five  Ways,"  June  2].  There  are, 
in  fact,  major  classes  of  comput- 
ing problems  that  cannot  be 
addressed  by  "cheaper" 
computers. 
ROB  LEWIS 
rob@whidbey.com 

No  Fun  Trading 

In  his  piece  "Essential  Fund- 
Switching  Software"  [lune  2], 
Michael  Gianturco  writes, 
"Thankfully,  the  major  fund 
groups  make  it  easy  to  shift  an 
investment  from  fund  to  fund.... 
The  equivalent  commission 
costs  for  stocks  would  be  strik- 
ing." One  must  note,  however, 
that  fund  companies  discourage 
and  dislike  fund  trading,  and 
fund  trading  drives  up  costs  and 
lowers  returns  for  all  investors. 
The  day  is  coming  when  irre- 
sponsible fund  trading  will 
destroy  convenient  and  easy 
asset  allocation  for  all. 
SHAWN  WALLACE  NETJES 
SNetjes@aol.com 

I  READERS! 

Email 

EDIT0R6F0RBESASAP.COM 

Fax 

j  (41S)  S37  mi 

Snail 

One  Lagoon  Drive,  Ste.  2S0 
Redwood  City,  CA  9406S 

Web 

www.lorbei.com 
I  
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Looking  great  after  you've  been  caught  in  a  torrential  downpour  is  certainly  a  feat.  But  with 
waterproof  construction  and  waterproof  leather,  the  Waterproof  Casual  Collection  is  up  to  the  challenge. 
Uncompromised  style  before,  during,  and  after  the  storm.  Call  1-80O-ROCKPORT  or  visit  www.rockport.com 

be  comfortable,  uncompromise.  start  with  your  feet. 

NEW  YORK         BOSTON  NEWPORT 


EXPERIENCE  THE  ULTIMATE  IN  POWER,  PERFORMANCE  AND  CONTROL 

(RADIO  NOT  INCLUDED).  Imagine  your  whole  company  as  responsive  as  a  high-performance  automobile. 
That's  the  advantage  of  Tivoli  enterprise  systems  management  software. Tivoli  gives  you  the  power  to  manage  all  your 
systems,  networks  and  applications  from  a  central  point.  So  you  can  roll  out  new  apps,  configure  desktops  and  maintain 


IT  resources  —  all  through  one  truly  open,  highly  scalable  technology  that  works  across  diverse  platforms.  Over  350 
hardware  and  software  vendors  work  with  us.  Which  gives  you  more  ubest  of  class"  choices  now,  and  down  the  road. 
Think  about  it. Technology  choices  from  350  vendors.  Single-point  control  by  Tivoli.  Worldwide  support  from  IBM.  All 
working  together  to  give  you  the  power  to  manage  anything.  Anywhere.  Visit  www.tivoli.com.  Or  call  1  800  2TIV0LI. 


Tivoli  Systems  Inc.  www.tivoli.com 
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PARTICLES 
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HEAR  HER  ROAR 
Teaching  Nerds  to  Fly 

Two  of  software's  highest 
rollers  are  currently  doing 
a  few  rolls  on  high  in  their 
own  leading-edge  air- 
planes, just  in  case  the 
fight-to-the-death 
atmosphere  of  infor- 
mation age  competition 
grows  a  little  ho-hum. 
Lawrence  Ellison,  chair- 
man and  founder  of  Oracle, 
a  man  who  could  buy  a  six 
pack  of  Michael  Eisners  without  get- 
ting too  deep  into  his  principal,  flies  his 
own  Italian-made  Marcchetti  fighter  jet. 
The  Marcchetti  has  all  the  precise  handling 
capabilities  of  Ellison's  Acura  NSX,  but  is 
far  safer  to  upend  at  speed.  Jim  Clark,  chair- 
man and  cofounder  of  Netscape  Commu- 
nications, has  a  state-of-the-art  two-seat 
Extra  300L.  Clark,  also  a  motorcycle  enthu- 
siast, takes  lessons  in  Tucson,  Arizona,  from 
Patty  Wagstaff,  a  three-time  national  aer- 
obatic  champion,  air  show  star,  and  motion 
picture  stunt  pilot.  Wagstaff,  who  is  work- 
ing through  a  grueling  schedule  of  22  air 
shows  this  year,  teaches  her  gut-wrenching 
choreography  only  to  serious  and  gifted 
pupils,  preferably  those  with  their  own 
high-end  airplanes. 

Does  Wagstaff  think  Clark — whom  she 
describes  as  "a  really  good  stick" — is  try- 
ing to  find,  in  spins  and  loops,  the  thrills 
of  a  go-for-broke  startup? 

"I  don't  think  it's  the  same,"  she  says.  "It's 
totally  nonintellectual;  you  don't  really 
think  at  all."  (Some  might  say  the  same 
about  lots  of  startups.)  Wagstaff  sees  the 
appeal  of  aerobatics  for  business  leaders  as 
something  deeper.  "Type  A  people  are 
attracted  to  stunt  flying,"  she  says.  "They 
need  a  high  degree  of  challenge  to  keep 
themselves  stimulated.  What  might  terrify 
95%  of  people  is  actually  relaxing  for  Jim." 
People  who  measure  their  wealth  in  ten 
figures  tend  to  be  treated  with  a  certain 
awestruck  reverence,  but  not  by  stunt  fliers, 
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according  to  Wagstaff.  "When  a  guy  like 
Jim  comes  to  fly,  nobody  cares  who  he  is. 
All  that  matters  is  how  he  flies,  what  he 
looks  like  the  next  time  he  lands." 

Top  dogs  and  top  guns  have  long  had 
flying  in  common.  Terry  D.  Stinson,  pres- 
ident of  Bell  Helicopter,  was  an  F- 16  fighter 
pilot  and  has  gotten  a  few  jollies  flying 
Russian  MIGs,  and  Bob  Lutz,  Chrysler's  vice 
chairman,  was  a  marine  pilot  who  now 
owns  a  Czech  L-39  Albatros.  So  is  it  just  a 
matter  of  time  before  we  see  Bill  Gates 
doing  the  Red  Baron  thing  in  some 
bespoke  Bat  Plane?  Wagstaff,  whose  own 
plane  shows  up  on  Microsoft's  new  Flight 
Sim,  isn't  so  sure. 

"He's  too  nerdy  to  go  flying,  don't  you 
think?"  We  think.  — Owen  Edwards 

MONGOLIAN  CONNECTION 
Too  Much  of  a  Wired  Thing 

When  Kent  Madin  and  Linda 
Svedsen  leave  their  home  in 
Bozeman,  Montana,  to 
lead  horseback  riding 
treks  to  Mongolia, 
they  exchange  one 
sparsely  populated 
blue-sky  country  for 
another.  They  replace 
one  fiercely  indepen- 
dent set  of  natives 
for  another.  In  fact, 


besides  such  minor  differences  as 
boiled  mutton  and  canvas  tents 
called  "gers,"  the  only  mean- 
ingful difference  between 
the  two  places  is  that 
Montana  has  a 
rather  backward 
attitude  toward  new 
technology.  Since  1 984 
Kent  and  Linda  have 
operated  Boojum  Expedi- 
tions, the  leading  organizer  of 
horseback  riding  trips  to  Mongolia.  Over 
the  years,  to  facilitate  business,  they  have 
introduced  the  latest  communications 
equipment  to  the  Mongolians. 

Thanks  to  Kent  and  Linda,  some  of  the 
Mongolians,  the  majority  of  whom  still  lead 
a  nomadic  life,  have  seen  a  global  posi- 
tioning system,  even  though  they  may 
never  have  used  a  phone,  let  alone  a  com- 
puter. Thanks  to  TV  newsman  Ted  Koppel, 
a  Boojum  client,  they  have  seen  a  satellite 
phone.  While  on  a  trek,  Koppel  took  along 
a  satellite  phone  "just  in  case  Armageddon 
happened  and  he  had  to  report  on  it," 
says  Kent.  Each  time  the  satellite  dish  was 
unfolded  and  the  Western  world  came 
through  loud  and  clear,  the  nomads  gath- 
ered and  uttered  the  Mongolian  version  of 
"wow" — "Pook,  pook,  pook." 

"It's  like  magic.  They  don't  understand 
it,"  says  Linda.  They  also  didn't  understand 
that  Koppel,  far  from  reporting  on  Arma- 
geddon, was  merely  calling  home  to  see 
"how  the  sick  cat  was,  or  if  there  was  flood- 
ing in  the  basement." 

Now,  however,  the  natives 
are  restless.  Kent  and  Linda 
have  built  a  remote  lodge 
for  trekkers   near  the 
Siberian  border.  To  their 
horror,  their  Mongolian 
business  partners  want 
to  install  a  satellite 
phone.  They  want  the 
whole  place  wired — 
wall  to  wall. 

Wait  a  minute,  say 

Illustrations  by  Michael  Witte 


J 


Kent  and  Linda.  Our  clients  are  coming 
here  to  get  away  from  technology,  not  to  be 
immersed  in  it.  You  are  the  country  of 
Genghis,  not  Gates. 

The  Mongolians,  riding  high  on  their 
newly  won  independence  from  the  Soviet 
Union,  look  at  their  Luddite  partners  with 
puzzlement.  "Listen  to  those  silly  Western- 
ers," they  mutter.  "We  are  almost  to  the 
promised  land  and  they  are  turning  back. 
Pook!  What  a  shame.  Pook,  pook!" 

—Eric  W.  Pfeiffer 

A  GOLDEN  APPLE 
Rotten  at  the  Core? 

No  one  can  doubt  that  embattled  Macin- 
tosh users  (including  the  staff  at  Forbes 
ASAP)  are  a  worried  bunch  these  days. 
Prayers  are  everywhere  uttered.  The  annual 
gatherings  at  MacWorld  resemble  the  per- 
cussion sessions  of  the  Iron  John  move- 
ment. Macintosh  users  may  not  believe  that 
the  Hale-Bopp  comet  was  hiding  a  vehicle 
from  outer  space,  but  they  are 
definitely  an  anxious  cult. 

What  else  can  ex- 
plain the  introduction 
late  last  spring  of  the 
20th  Anniversary  Mac- 
intosh?  Designed  by 
Jonathan  Ive,  the 
soulful  new  ma- 
chine is  a  reassur- 
ing holy  icon  if  ever 
there  was  one — 
with  a  12-inch  flat  screen  and  252,144 
colors  (in  case  Martha  Stewart  drops  by  to 
spruce  up  those  blah  spreadsheets),  verti- 
cal-mounted CD-ROM  player,  a  high-end 
Acoustimass  sound  system  by  Bose,  tele- 
vision and  FM  tuners,  and  even  Italian 
leather  hand  rests  (where's  Ricardo  Mon- 
talban  when  we  need  him?). 

Apple  is  producing  10,000  of  these 
numinous  relics,  at  a  cost  of  $7,500  each. 
Diane  Hayward,  at  Apple  public  relations, 
calls  it  "a  3D  thank-you  to  our  customers," 
but  it's  hard  not  to  wonder  if  somebody 
in  Cupertino  isn't  engaged  in  an  act  very 
much  like  building  a  bigger  house  on  the 
banks  of  Love  Canal.  At  this  writing,  the 
company's  stock  hovers  around  16,  despite 
the  bull  market.  Newly  departed  Gil  Ame- 
lio  proved  utterly  clueless.  And  the  loss  of 
brainpower  at  Apple  may  soon  lead  to  cor- 
porate Alzheimer's  disease. 

So  buy  an  anniversary  Mac  if  you're 
sentimental  or  collect  industrial  art  (and 
have  a  spot  on  the  shelf  next  to  that  first 
edition  Polaroid  SX-70).  But  if  it's  the 
future  you're  interested  in,  better  learn  to 
worship  Windows.        — Owen  Edwards 
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(J.  Jeremiah  Jefferson  III  tells  a  tale  from  his  life  and  times.) 

...In  1965  my  new  bride  and  I  were  taking  our  honeymoon  in  the  Dominican 
Republic  at  a  little  beach  house  on  the  North  Coast  where  we  docked  the  Goose. 
About  11:30  on  the  night  of  April  28  the  phone  rang  and  the  voice  at  the  other  end 
boomed,  "J3,  what  the  hell  are  you  doing  in  the  Dominican  Republic?  I've  just 
ordered  in  the  Marines." 

"Lyndon,"  I  asked,  "why  would  you  want  to  do  such  a  damn  fool  thing?" 

"  'Cause  the  commies  are  taking  over.  I  want  you  to  fly  down  to  Santo  Domingo 
right  now  and  let  me  know  what's  happening.  American  lives  are  in  danger." 

I  could  think  of  two  lives  in  danger  thanks  to  this  call,  which  undoubtedly  was 
tapped.  So  the  missus  and  I  made  a  beeline  to  the  Goose.  Just  as  the  engines  were 
turning  over,  a  group  of  Dominican  soldiers  came  running  down  the  beach,  guns 
blazing.  They  hit  the  Grumman  maybe  two  dozen  times,  including  the  port  engine, 
but  the  old  Goose  took  off  like  our  lives  depended  on  it,  which,  of  course,  they  did. 
Try  that  in  one  of  today's  sissy  airplanes. 

We  managed  to  limp  into  Turks  Island  and  got  a  room  at  a  little  inn  I  know 
there.  About  4  in  the  morning,  the  night  clerk  knocked  on  the  door,  all  excited. 
"Mr.  Jefferson,  Mr.  Jefferson.  The  president  of  the  United  States  is  on  the  telephone 
downstairs  for  you!"  They  only  had  one  phone  for  the  whole  place  back  then. 

"That  a  fact?  Well,"  I  said,  handing  him  a  C-note,  "tell  him  I  checked  out. 
With  no  forwarding  address." 


The  adventures  of  the  legendary  J.  Jeremiah  Jefferson  III  come  to  life  in  unique 
merchandise  &  apparel,  exclusively  from  Caribbean  Traders.  For  a  free  catalog 
and  the  further  adventures  of  "J3"  -  or  to  order  -  call  toll-free  1-800-322-2319. 


Apparel. 


"Live  the  Dream" 
Unique  collectibles. 


Gifts. 


Caribbean  Traders  Grumman  seaplane.  Museum-quality, 
hand-carved,  solid  mahogany,  hand-lacquered  and  finished. 
Wingspan  18".  Length  14".  Weight;  3  lbs.  $225. 


J3's  Choice:  Nieto  de  Cuba  Torpedo,  6-1/4  inch  x  56  ring. 
Cuban-seed,  Dominican-grown,  hand-rolled  Box  of  25,  $195 


Pssst!  If  you  find  yourself  wondering,  "Is  this  guy  for  real7",  we  probably  should  jump  in  right  here  and  tell  you,  "No. " 
However,  if  you  really,  really  want  to  believe  in  the  existence  of  j.  Jeremiah  Jefferson  Hi,  go  ahead,  fust  don't  say  we  didn't  tell  you. 


Our  chips  give  the  Sun™  Ultra1 
its  ultrafast  performance. 


■ 


#1  Worldwide  in  Standard  Cell  ASICs 
'      #1  Worldwide  in  Digital  Cellular  DSPs 
#1  Worldwide  in  Telecom  Power  Systems' 


©  1997  Sun  Microsystems,  Inc.  All  rigM^Dtted..Suh.  Sun  Logo,  ,\ 
Sun  Microsystems,  and  Ultra  are  tradernart^S^'registered' trademarks  ' 
,0.f  Sun  Microsystems.  Inc.  in  the  United  States  and  other  countries. 
',#■199.7  Lucent  Technologies.  ^  !\      '     '     "  '' 


Sun  Microsystems  chose  the  Microelectronics  Group 
at  Lucent  Technologies  as  the  ASICs  supplier  for 
their  Ultra  workstation  because  of  our  stellar  design 
capabilities  atid  peerless  functional  library.  Of  course, 
our  dedication  to  getting  systems  solutions  right  the 
first  time  every  time  doesn't  hurt,  either. 

To  find  out  how  our  Bell  Labs  innovations  can 
immediately  help  you  gain  real  competitive  advantage 
in  the  high-stakes  world  of  high  tech,  call  1-800-372-2447 
(Ext.  943)  or  visit  our  web  site  at  www.lucent.com/miero. 
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WILLIAM 

WHEN  HISTORY  NO  LONGER  REPEATS  ITSELF 

DAVIDOW 


In  the  information  age, 
geography  loses  its  strategic  importance,  and 
the  world  loses  its  anchor. 


IN  the  18th  century,  German  philosopher  Immanuel  Kant 
asked  a  chicken-and-egg  question:  "Which  comes  first, 
geography  or  history?"  For  Kant  the  answer  was  a  simple 
one,  geography 
The  Mongols,  after  all,  would  never  have  been  able  to 
create  their  vast  empire  if  the  steppes  of  Asia  were  not  vast  tracts 
of  level  land  unbroken  by  forests  and  physical  barriers  (no  other 
single  people  have  subjected  so  large  an  area  to  military 
domination).  Napoleon's  army  would  not  have  been  defeated 
in  1812  if  it  had  not  marched  vast  distances  through 
Russia's  subarctic  winter,  its  numbers  falling  from 
422,000  to  10,000.  Nor  would  the  city  of  Pittsburgh 
have  flourished  as  a  "steel  town"  if  it  were  not  close  to 
raw  materials,  waterways  for  transportation,  and  mar- 
kets in  the  East.  Manufac- 
turing enterprises  of  the 
Industrial  Revolution  would 
also  not  have  succeeded  if 
they  had  not  been  bound  to 
their  locations. 

In  the  information  age, 
however,  geography  loses  much  of  its  importance  as  a  defining 
element  of  history.  Distance  and  physical  barriers  are  spanned 
by  the  transfer  of  data  over  networks,  not  by  the  movement  of 
people  and  goods  over  roads  and  bridges.  Intangible  assets 
such  as  intellectual  property  become  more  important  than  phys- 
ical assets. 

Without  a  geographic  anchor  the  world  becomes  a  very 
different  place.  It  used  to  be  that  companies  belonged  to  coun- 
tries and  were  governed  by  local  law.  Today,  because  of  infor- 
mation technology,  companies  are  rapidly  shedding  their 
national  identities  to  become  multinational.  Some  companies 
have  even  begun  to  refer  to  themselves  as  "multidomestic," 
meaning  that  they  belong  to  a  number  of  countries.  They  locate 
their  plants  where  wages  are  low  and  environmental  and  labor 
laws  are  most  favorable.  They  also  earn  revenues  in  countries 
that  tax  them  the  least. 

Citizens  as  well  are  no  longer  firmly  anchored  to  their 
local  communities.  The  automobile  and  airplane  have  long 
made  it  possible  for  people  to  work  miles  away  from  home, 
to  shop  in  distant  locations,  and  to  vacation  anywhere  in  the 
world.  The  information  age  promises  to  further  break  down 
the  ties  between  individuals  and  their  geographic  commu- 
nities. Increasingly,  it  will  be  possible  for  people  to  live  in 
one  place  and  perform  virtual  work  or  virtually  shop  in  far- 


away places,  some  even  halfway  around  the  world.  People 
will  also  spend  more  time  in  virtual  communities  instead  of 
joining  the  chamber  of  commerce,  the  Rotary,  or  the  local 
church. 

In  addition,  more  and  more  people  will  participate  in  the 
politics  of  identity — creating  organizations  with  a  political 
purpose  to  advance  ethnic,  religious,  and  other  special  inter- 
ests. Clearly  the  interests  of  identity  groups  do  not  neatly 
align  with  geographic  borders — just  look  at  the  events  in  the 
Balkans  and  Africa.  Virtual  communities  will  only  accel- 
erate this  phenomenon. 

To  complicate  matters  further,  citizens  who  live 
increasingly  in  cyberspace  will  still  want  all  the  bene- 
fits local  governments  provide  but  will  contribute  less 

to  their  communities.  Local 
governments,  on  the  other 
hand,  will  still  have  to  bear 
the  costs  of  providing  ser- 
vices such  as  schools,  police, 
sanitation,  and  water  for 
their  residents. 
Local  governments  will  not  be  the  only  ones  affected.  A  nation 
state's  assets  used  to  be  natural  resources,  fertile  lands,  and  pros- 
perous factories.  There  was  little  debate  over  where  these  phys- 
ical assets  resided  and  what  role  governments  played  in  pro- 
tecting them.  An  enemy  was  any  government  that  tried  to 
appropriate  another  government's  resources.  But  when  assets 
are  intangible,  more  often  than  not  it  is  individuals,  not  gov- 
ernments, that  do  the  appropriating. 

China  does  not  illegally  copy  software,  movies,  or  music,  but 
some  of  its  people  do.  Protecting  these  types  of  assets  is 
extremely  difficult.  You  can  make  it  illegal  to  copy  intellectual 
property,  but  that  does  not  necessarily  stop  it.  In  the  past,  gov- 
ernments were  prepared  to  go  to  war  to  acquire  or  protect 
resources.  But  you  would  be  considered  crazy  if  you  proposed 
going  to  war  with  China  because  its  citizens  illegally  copy 
Windows  95. 

With  this  radical  redefinition  of  geography,  government  and 
business  no  longer  behave  along  predictable  lines.  Even  pre- 
dictions based  on  history  become  impossible  when  the  patterns 
of  the  past  are  irrelevant.  In  more  and  more  situations,  his- 
tory will  no  longer  repeat  itself.  ■ 

William  Davidow  is  a  general  partner  with  Mohr,  Davidow  Ventures,  a  Silicon  Val-  . 
ley  venture  capital  firm.  He  is  the  author  of  Marketing  High  Technology  and 
several  other  management  books. 
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mum 


it 


I  was 


surprised  to  learn 

how  much  Marcus,  my  account  manager  at  CDW, 

knows  about  com pati bi  I  ity 


and  what's  going  to  work  with  my  system 


and  what's  not. 


As  part  of  his  ongoing  training,  your  CDW 
account  manager  has  in-depth,  hands-on 
experience  with  a  lot  of  products  from  a 
lot  of  different  manufacturers.  So  once 
he  gets  to  know  you,  your  company's 
purchase  history,  and  your  system,  he 
can  help  you  find  the  optimal  match. 
And  the  right  advice  can  jump-start  the 
productivity  of  your  system  and  your 
company,  and  save  you  a  lot  of  time, 
money  and  aggravation. 

Get  more  than  just  a  great  price. 

He'll  turn  you  on  to  product  options  that 
might  be  more  productive  or  economical 
for  your  company.  Get  you  the  free  tech 
support  you  need  before  you  need  it.  And, 
of  course,  line  up  the  right  price  for  you. 

That  way,  your  company  not  only  gets  our 
huge  selection  of  brand-name  products 
like  IBM5,  Compaq",  Hewlett-Packard', 
Toshiba'5  and  Microsoft*  at  the  right 
prices,  in  stock,  ready  for  overnight 
delivery,  and  easy  credit.  You'll  also  get 
your  own  technically-trained  compatibility 
expert  who  can  help  you  make  the 
most  of  it.  And  some  honest,  friendly, 
professional  advice  that  will  save  you 
more  than  money. 

Call  today  and  get 
hooked  up  with  some 
free  advice,  and  a 
free  CDW  catalog. 

Give  us  a  toll-free  call. 
We'll  send  you  our  latest  catalog. 
Or  check  us  out  at  www.cdw.com. 
You'll  see  where  optimal  computer 
performance,  productivity,  and  compatibility 
really  begin.  With  your  CDW  account 
manager's  compatibility  with  you. 


A  story 
of  leadership. 


1992 

SAP  introduces  R/3"  client/server 
software  destined  to  change  the  way 
businesses  do  business. 


1992 

By  making  R/3  Year  2000— compliant, 
SAP  solves  the  biggest  problem 
facing  the  computing  world  years 
before  it's  a  problem. 
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1996 

R/3  3.1  named  "Technology  of 
the  Year"  by  Industry  Week  magazine. 


1996 

With  the  release  of  R/3  3.1  Internet,  SAP 
changes  the  world  of  business.  Again. 


1996 

SAP  addresses  the  unique 
needs  ol  emerging  corporations 
with  the  introduction  of  the 
Certified  Business  Solutions  (CBS)  program. 
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1997 

A  record  750  customers  go  live 
in  one  month. 


1997 

25,000  Motorola  employees  go  live  with 
the  R/3  HR  and  Payroll  applications, 
establishing  a  foundation  for  managing 
employee  information  worldwide. 


1997 

Reebok  adds  SAP  Retail  to  its 
manufacturing  solution  to  create  a  truly 
streamlined,  global  supply  chain. 


SAl'.  R/3.  ihc  SAP  logo.  ind 
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be  the  registered  or  unregistered  trader 


1993 

SAP  gains  momentum  while 
the  customer  installation  base 
grows  to  over  1,900. 


EXTRA!  EXTRA! 

R/3  Implemented 


1994 

SAP  makes  headlines  by 
implementing  R/3  for 
The  Seattle  Times  in  88  days. 
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1995 

SAP  voted  one  of  the  Top  10  software 
vendors  by  Software  Magazine  3  years  in  a  row. 
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1996 

SAP  named  the  number  one 
company  of  the  Manufacturing 
Systems  Software  Top  50. 


1996 

AcceleratedSAP  program  introduced, 
making  rapid  implementation  a  reality. 
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1995 

SAP  opens  the  door  for  more  companies 

worldwide  to  work  their  best  with 
the  release  of  R/3  industry  solutions. 


To  b  e 
continued 
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1997 

Since  the  introduction  of  R/3, 
SAP's  customer  installation  base  has 
grown  to  over  10,000. 
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/I  Bfffer  Return  On  Information" 


To  get  the  full  story  on  how  SAP  can  help  your  business, 
visit  us  at  http://www.sap.com  or  call  1-800-283-1  SAP. 
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IPO-OOOOOOOOOOPS 

SCHUMPETER 


The  deal  went  cold.  Greenspan  played  prick- 
the-bubble  on  the  market.  Nasdaq  dropped  like  a 
brick.  Investors  were  hiding  under  their  desks. 


MY  startup  company,  WebProfiler,  is  on  the  final  leg  of 
its  long  journey.  I  got  it  financed,  held  off  massive  dilu- 
tion from  my  venture  capitalists,  suffered  through  27 
investment  banking  pitches,  and  now  I  am  living  the 
American  Dream,  taking  my  baby  public — I  should 
have  stayed  home  and  watched  the  Lifetime  Channel. 

My  first  task  was  to  create  a  prospectus — a  part-legal,  part- 
marketing  document  that  gets  filed  with  the  SEC  and  gets  dis- 
tributed to  tens  of  thousands  of  prospective  investors.  We  had 
months  of  meetings  with  high-powered  people  from 
all  over  the  globe.  We  had  meetings  with  my  lawyers  and 
paralegals,  meetings  with  associate  bankers  and  intern 
accountants.  We  had  tedium  ad  nauseam. 

I  quickly  learned  we  were  trying  to  create  a  buying 
frenzy  with  our  public  auc- 
tion. We  were  selling  3  million 
shares  and  needed  to  inter- 
est tons  of  people  in  buying 
them.  The  lead  banker  set  up 
a  road  show:  two  weeks,  20 
cities,  300  key  investors.  A 
thousand-plus  people  in  all.  It  was  first  class  all  the  way — limos, 
lunches  in  New  York,  London,  and  Tokyo,  the  Concorde.  Our 
favorite  line  was  "Charge  it  to  the  deal." 

Every  day,  we  checked  in  with  the  syndicate  guy,  who  had  two 
middle  initials.  This  guys  job  was  to  add  up  numbers,  and  he 
made  a  lot  of  money  doing  it.  The  momentum  was  building  fast. 
Everyone  wanted  a  piece  of  our  deal.  They  could  care  less  what 
we  did;  one  guy  thought  we  were  a  spider  census  firm — might 
as  well  have  been. 

The  suggested  retail  price  on  our  prospectus  was  $13  to  $15. 
But  by  the  time  we  swung  through  New  York,  we  were  37  times 
oversubscribed  and  about  to  break  Netscape's  record.  Our 
bankers  suggested  we  raise  the  price  and  sell  more  shares. 

I  agreed  to  $18  to  $20  and  4  million  shares  (those  limos  were 
going  to  my  head).  I  went  from  raising  $40  million  to  raising 
$80  million;  their  fee  went  from  less  than  3  to  almost  6  mil.  I 
got  all  sorts  of  calls.  Friends,  relatives,  and  janitors  called  to  get 
directed  stock.  My  VC,  Vinnie,  bugged  me  for  stock.  Both 
Hungadungers — my  strategic  partners — wanted  stock,  which 
was  surprising  since  they  bid  $3  for  the  whole  company  and 
were  now  begging  me  for  1,000  shares  at  $20.  I  wrote  them  in 
for  100  shares  each.  Ha! 

Then  the  deal  got  cold.  Netscape  hinted  that  they  were  only 
going  to  grow  15%,  not  50%.  The  stock  caved.  Intel  cut  prices 


on  166-megahertz  Pentiums.  The  stock  was  down  $7.  Meanwhile, 
Greenspan  played  prick-the-bubble;  the  market  corrected  100 
points  in  three  nanoseconds.  Nasdaq  dropped  like  a  brick. 

Suddenly  investors  were  hiding  under  their  desks.  Our  deal 
became  seriously  overpriced.  My  banker  made  a  few  calls  look- 
ing for  a  bid.  The  idea  was  to  get  a  big,  reputable  investor  to  set 
the  price  and  others  would  follow.  Fido  bid  $7.  JP  Morgan  and 
Putnam  bid  $9.  Hungadunger  called  with  their  original  offer  at 
$3  (gee,  thanks,  guys). 

A  pricing  conference  call  was  arranged.  All  of  our 
investment  bankers,  syndicate  guys,  and  our  entire  board 
of  directors  spent  four  hours  and  $2,800  in  phone  bills 
("just  charge  it  to  the  deal")  battling  pricing.  Our  bankers 
knew  full  well  that  if  they  priced  it  wrong,  all  the  stock 

they  placed  in  investors' 
hands  would  come  right 
back  in  their  face. 

They  finally  won — they 
usually  do.  We  all  agreed  to 
price  the  deal  at  $9  for  3  mil- 
lion shares. 

Luckily,  overnight,  Unisys  and  Wang  both  reported  strong 
earnings;  the  Street  figured  that  if  these  guys  can  make  money, 
then  everyone  could  make  money.  It  was  dawn  in  America  again. 
Tech  stocks  all  headed  straight  up.  We  did  our  deal  at  $9;  the  first 
trade  was  at  $1 1.  Our  investors  all  converted  to  common  stock. 
I  had  $27  million  in  the  bank,  H&H  was  off  my  back,  and  I  had 
a  public  security  that,  after  a  six-month  lockup,  I  was  free  to  sell 
at  my  whim.  What  a  country! 

A  month  later.  We  had  our  closing  dinner  at  Stars  in  Palo  Alto, 
California  (charged  it  to  the  deal!),  and  everyone  was  happy. 
What  no  one  knew  was  that,  during  dessert,  I  put  out  a  press 
release  announcing  a  15-cents-a-share  loss  instead  of  a  nickel 
profit  on  our  very  first  quarter.  (Right  after  our  IPO,  Microsoft 
preannounced  its  Profiler  for  Windows  NT,  which  froze  every 
deal  we  had  in  our  pipeline.)  As  a  wonderful  mousse  cake  was 
served,  our  stock  was  now  trading  at  $27/»  on  the  Instinet. 

In  the  last  year  I  had  done  it  all  building  my  company — 
started  out  with  literally  nothing,  performed  a  little  sleight-of- 
hand  funding,  fought  off  VCs,  even  took  my  baby  public.  But 
how  was  I  ever  going  to  get  out  of  this  one?  ■ 

The  unknown  entrepreneur,  Mo  Schumpeter,  is  a  former  investment  banker  who  knows 
all  the  tricks.  Not  wanting  to  lose  his  seat  at  the  table,  he  chooses  to  keep  his 
identity  a  secret. 
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MICHAEL 

HITTING  ON  MICROSOFT  INVESTOR 

GIANTURCO 


A 


phenomenal  120,000  investors  and  would-be  investors 
visit  the  Microsoft  Investor  Web  site  every  weekday. 
Their  interest  continues  on  weekends  when  the  mar- 
ket is  closed.  Investors  are  flocking  to  this  particular 
site,  not  because  it's  the  best  site  on  the  Web,  but 
rather  because  it  offers  what  everyone  says  doesn't  exist:  a 
free  lunch — that  is,  tour  de  force  software  and  financial  analy- 
sis at  no  cost. 

The  centerpiece  of  the  site,  which  was  introduced  last  year, 
is  a  free  portfolio  manager. 


It  will  show  you  exactly 
how  you're  doing  in  the 
market  (after,  of  course,  you 
upload  your  personal  stock 
and  fund  portfolio  infor- 
mation). Stock  prices  are 
updated  continuously  by 
incoming  quotes  that  are 
delayed  about  20  minutes  (a 
typical  delay  for  free  quotes 
received  via  the  Internet). 

The  portfolio  manager, 
however,  provides  more  than 
just  a  basic  tabulation  and 
numerical  expansion  of  your 
current  stock  positions.  It 
displays  and  updates  earn- 
ings, price/earnings  ratios, 
and  market  capitalization. 
This  detailed  information 


as  durable  goods  manufacturers  or  the  construction  industry. 

Here's  another  tip:  Use  this  free  service  to  create  a  portfolio 
of  the  30  stocks  that  constitute  the  Dow  Jones  industrial  aver- 
age. It  will  help  you  keep  some  perspective  if  you  can  pinpoint 
the  specific  stocks  underlying  major  moves  in  the  index. 

When  the  Dow  skyrockets  or  plummets,  it  is  often  a  result  of 
major  moves  in  just  a  few  component  stocks.  On  a  down  morn- 
ing it  is  important  to  notice,  for  example,  whether  it's  a  bad 
day  for  all  stocks  or  just  another  bad  day  for  tobacco.  Because 

the  onscreen  portfolio  re- 
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The  Strange  Hew  indeH  l ewcon 

In  the  beginning,  there  was  just  the  thrifty,  zoomy  Vanguard  Index 
500  fund  Then  along  came  other  companies'  more  expensive 
buy  and  hold  big-cap  offerings  Now  beware  the  prtch  for  exotic  ne* 
index  varieties 
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Shortcut  toSubmt  form 


Free  Lunch  Searching  for  no-cost  investment  services?  You  can't  beat 
Microsoft  Investor,  which  is  quickly  becoming  a  comprehensive  investment 
site  with  updated  quotes,  a  research  center,  and  a  portfolio  manager. 


port  highlights  in  red  any 
stocks  that  are  losing  money 
today,  you  can  scan  and 
interpret  the  market  and 
your  own  personal  stocks 
very  quickly  indeed. 

The  portfolio  manager 
has  another  subtle  feature 
that  accounts  for  its  enor- 
mous popularity.  You  can 
tell  it  which  of  your  multi- 
ple portfolios  represent  real 
money  and  which  are  just 
hypothetical — play  money. 
The  system  keeps  this  essen- 
tial distinction  in  mind  while 
assembling  and  displaying 
summary  portfolios  of  all 
your  real  asset  holdings. 

This  summary  feature 


helps  you  develop  and  maintain  an  accurate,  intuitive  sense 
of  several  factors  that  should  bear  on  your  decision  to  buy,  sell, 
or  hold  a  given  stock.  It  shows  you  not  only  what  a  given  stock 
costs  but  also  what  people  are  willing  to  pay  for  one  dollar  of  its 
earnings,  and  what  the  market  thinks  the  whole  corporation  is 
currently  worth. 

The  portfolio  manager  lets  you  endlessly  play  what-if  scenar- 
ios by  entering  and  tracking  multiple  portfolios,  whether  or 
not  you  actually  own  the  stocks.  This  can  be  a  pure  plaything  or 
a  helpful  laboratory  tool  designed  to  test  hypothetical  invest- 
ment strategies.  It  is  also  a  handy  tool  for  tracking  the  performance 
of  stock  sectors.  You  can  create  distinct  portfolios  consisting 
of,  say,  all  semiconductors,  all  software,  or  all  pharmaceutical 
companies.  You  also  can  create  portfolios  that  can  show  you  the 
performance  of  key  components  of  the  broad  economy,  such 


enables  you  to  keep  track,  in  one  place,  of  stock  holdings  in 
accounts  open  at  different  brokerages  or  in  multiple  accounts 
at  a  single  brokerage.  You  also  can  use  the  service  to  pull  together 
assets  that  may  be  of  different  types,  such  as  individual  stocks 
and  mutual  funds.  Finally,  you  can  download  your  portfolio 
for  printout  or  further  analysis  in  a  spreadsheet. 

SPECIFY   YOUR   OWN  CRITERIA 

A  variety  OF  other  services  have  been  built  around  the  nucleus 
of  the  portfolio  manager.  Microsoft  offers  access  to  the  databases 
of  other  financial  information  suppliers:  Zacks  Investment 
Research  provides  analysts'  earnings  estimates,  Morningstar  gives 
you  reports  on  mutual  funds,  Media  General  Financial  Services 
provides  fundamental  data  for  stock  screening,  and  Hoover's 
supplies  profiles  on  individual  companies.  Microsoft  Investor 
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F  YOUR  HAND 


NEW,  LOWER  PRICE. 

Visit  your  local  retail  store 

or  corporate  reseller, 
or  you  can  even  see  us  at: 
www.iomega.com 


TONS  OF  STORAGE  SPA 

Increase  your  storage  space - 
100MB  at  a  time  for  as  low  a 
$12.95  per  disk  after  rebate. 

Perfect  for  storing 
and  running  your  whole  office 


COMPLETE  PORTABILI 

The  Zip"  drive  and  Zip  disks 
small,  lightweight,  and  rugge 

Which  means  you  can  take  wc 
home,  on  the  road,  or  anywhe 
else  you  need  to  go. 


FAST,  EASY  BACKUF 

Hooks  up  fast  to  your  PC  or  M 
And,  at  up  to  20  times  faster  t 
that  old  floppy  drive,  it's  gre 
for  making  copies  of  everythi 
So  the  next  time  your  compu 
spazzes  out,  you  won't. 


OVER  SIX  MILLION  OUT  THERE.  Forget  about  that  old  floppy  drive.  Zip  drives  are 
everywhere;  at  home,  in  schools,  and  at  the  office.  In  fact,  they're  the  perfect  complement  to  the  enhanced 
audio  and  visual  capability  of  today's  MMX™  technology-based  systems.  And  with  so  many  Zip  drives  out 
there,  it's  more  than  just  compatible,  it's  universal. 

BECAUSE     IT'S     YOUR  STUFF 


Iomega 


c.1997  Iomega  Corporation.  Iomega  ant)  the  Iomega  logo  are  registered  trademarks,  and  Zip  and  "Because  It's  Your  Stuff  are  trademarks  ot  Iomega  Corporation  MMX  is  a  trademark  of 
•ntal  Corporation  Ml  other  trademarks  are  the  property  of  their  respective  holders.  Prices  listed  are  estimated  street  prices.  Actual  prices  may  vary  Zip  is  compatible  with  Windows*  95.  3.1. 
OS .  2  ana  Mac  OS  Up  to  20  limes  faster  using  the  SCSI  or  IDE  models,  up  to  5  times  faster  using  the  parallel  port  model 
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data  from 
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these  vendors  in  a  feature  called 
Research  Central.  At  no  charge,  you 
can  get  a  quick  snapshot  of  the  finan- 
cial performance  and  pricing  of  a 
company.  If  you  are  serious  about  ana- 
lyzing its  performance,  and  you  are  a 
$9.95  subscriber,  you  can  draw 
numerical  details  from  years  of  finan- 
cial and  income  statements  and  review 
them  in  the  context  of  analytical  opin- 
ion and  recent  company  news. 

If  you  have  certain  criteria  you 
are  trying  to  meet  (low  P/E,  good 
earnings  growth,  top  revenue 
growth,  etc.),  the  site  will  compile  a 
short  list  of  candidate  stocks.  From 
8,000  stocks  on  the  market,  it  might 
extract  just  20  that  meet  your  crit- 
eria. The  thoughtful  program  design- 
ers have  set  up  the  feature  in  such  a 
way  that  you  need  only  click  on  one 
of  the  stocks  in  the  list.  Microsoft 
Investor  will  then  push  forward  the 
pages  of  fundamental  detail,  analyt- 
ical opinion,  and  news  about  this 
company  from  Research  Central. 
After  reviewing  it  all,  you  can  click 
back  to  the  list  and  pick  another  can- 
didate. This  quick  and  facile  pooling 
of  pertinent  data  is  a  real  conve- 
nience in  screening  stocks.  I  have  not  come  across  it  before. 

MORE   FOR  THE   HARD  CORE 

Suppose  you  don't  want  just  a  free  lunch,  but  you  want  to  spring 
for  breakfast  and  dinner  too — meaning  you  are  past  the  begin- 
ner stage  and  you  require  intermediate  or  advanced  investment 
information  services.  These  are  available  from  Microsoft  Investor, 
too.  They  are  good,  but  not  exceptional.  Instead,  consider  several 
other  sources,  most  notably  Telescan's  investor  site,  Wall  Street 
City  (wallstreetcity.com),  which  is  superior  to  most  services 
because  of  the  power  of  its  search  engines.  (Another  site,  PAWWS 
Financial  Network,  was  reviewed  in  my  June  1996  column.) 

Telescan  owns  a  comprehensive  database  of  actively  traded 
stocks,  mutual  funds,  and  options.  The  database  includes  both 
technical  and  fundamental  fields  on  about  10,000  companies  and 
their  securities.  Because  it  owns  the  database,  rather  than  rely- 
ing on  a  supplier,  Telescan  can  offer  Wall  Street  City  visitors  some 
truly  powerful  services,  such  as  free  mutual  fund  searches  for 
any  of  about  90  criteria.  If  you  like  freebies,  here  is  a  big  one 
indeed.  On  the  other  hand,  its  free  portfolio  manager,  admit- 
tedly a  far  less  valuable  service,  pales  in  comparison  with 
Microsoft's.  It  stores  just  one  portfolio  with  up  to  150  securities. 

As  the  more  mature  investment  service  provider,  Wall  Street 
City  offers  the  most  advanced  features  for  intermediate  and  sea- 
soned investors.  Its  prepackaged  search  profiles  can  be  used  to 
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Iomega 
Learn  more  abo 


(Digital  Briefcase) 

100MB  Zip" disks  give  you  the  capacity  to  carry  more. 

ut  Iomega  Zip  drives  and  disks  at  www.iomega.com/ZipIdeas. 


discover  the  best  and  worst  stocks  and  funds  in  every  category, 
even  by  investors  who  may  lack  the  sophistication  to  set  up  their 
own  search  criteria.  This  is  a  good  learning  tool. 

Prices  for  Wall  Street  City  and  Telescan  start  at  $9.95  per 
month.  More  advanced  services  are  available  for  $19.95.  So  far, 
Microsoft  Investor  doesn't  offer  upper-tier  service.  (Its  premium 
service — earnings  estimates,  fundamental  screening,  more  seri- 
ous technical  analysis — is  available  for  $9.95  per  month.)  This 
matters,  because  as  you  mature  as  a  computerized  investor,  you 
will  want  and  demand  more  analytical  horsepower — better  chart- 
ing tools,  more  flexible  searches,  more  fundamental  data — the 
type  available  directly  from  Telescan's  databases. 

But  for  no-cost  services,  you  can't  beat  Microsoft  Investor, 
which  works  best  using  Microsoft's  Internet  Explorer  running 
Windows  95  or  NT.  The  site  is  quickly  becoming  a  full-service 
investment  information  center.  A  sign  of  the  site's  maturity  is  the 
sense  of  community  it  provides — a  la  The  Motley  Fool.  If  you 
love  to  cheerlead  or  bad-mouth  specific  stocks,  or  to  read  lengthy, 
hotly  felt  exchanges  of  ideas  between  the  cunning  and  the  cred- 
ulous, or  if  you  like  to  lurk  in  the  background  and  try  to  figure 
out  which  is  which — you  can  do  it  all  right  here  at  the  cost  of 
a  free  lunch.  ■ 

Michael  Gianturco,  the  author  of  How  to  Buy  Technology  Stocks  (Little,  Brown, 
1 996),  is  the  president  of  Princeton  Portfolios,  an  asset  management  Jinn  specializing 
in  si  ience  and  technology  stocks. 
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IN   THE  MAKING 


Gome  to  Indonesia 
and  you'll  see  why 
Ui  businesspeople 
already  here  wax 
enthusiastic  about 
this  booming 
archipelago  in 
Southeast  Asia, 


ndonesia  boasts  impressive 
growth  rates,  a  government 
serious  about  liberalizing 
investment  rules  and  welcom- 
ing foreign  firms,  a  burgeoning 
middle  class,  a  stable  macro- 
economic  environment,  low 
costs  and  an  ample  labor  supply. 
Together,  all  these  factors  over- 
shadow some  of  the  concerns  heard 
in  the  business  community,  such  as 
illicit  business  practices  and  ques- 
tions over  political  succession. 
News  images  in  recent  months 
have  concentrated  on  some  civil 
unrest  in  the  run-up  to  May  elec- 
tions, but  the  general  situation  in 
Jakarta  and  elsewhere  in  Indonesia 
is  now  remarkably  calm. 

Minister  of  Finance  Mar'ie 
Muhammad  says,  "Indonesia  has  a 
very  open  financial  sector.  We  are 
seeing  the  liberalization  of  financial 
services  as  well  as  the  fair  and  objec- 
tive removal  of  barriers  on  trade." 
Regarding  recent  government  moves 
towards  deregulation  of  the  economy, 
Bank  Expor  Impor  Indonesia  says: 
"This  will  create  macroeconomic 
efficiency  and  a  more  healthy  busi- 
ness environment." 

Economic  growth  this  year  is 
expected  to  hit  7.6%  —  down 
slightly  from  7.8%  in  1996  —  as 
President  Suharto  and  his  govern- 
ment continue  to  open  up  the  coun- 
try to  investment.  And  the  long- 
term  prognosis  appears  healthy. 
Disk  drive  maker  Seagate  is  among 
the  most  recent  U.S.  firms  to  com- 


mit fresh  investment  to  the  country, 
putting  up  $50  million  for  a  multi- 
million-dollar factory  in  Medan. 

"The  outlook  for  the  country 
as  a  whole  is  not  all  gloom  and 
doom.  Both  the  formal  and  the 
informal  economies  are  growing 
well,  although  the  fruits  of  develop- 
ment are  not  being  as  evenly  dis- 
tributed as  the  great  mass  of  the 
population  would  like,"  according 
to  the  Political  and  Economic 
Risk  Consultancy. 

The  country's  technology  base  is 
also  growing:  Indonesia's  new  pas- 
senger aircraft,  produced  by  state- 
owned  aircraft  maker  IPTN,  attract- 
ed serious  attention  as  well  as  new 
orders  at  the  1997  Paris  Air  Show. 
Significant  technological  break- 
throughs in  manufacturing  process- 
es have  also  been  witnessed  in  the 
country's  textile  sector. 

\puRRinG  rwionAL 

DEVELOPmEHT 

As  in  many  other  Asian  coun- 
tries, much  of  the  economic  activ- 
ity and  growth  in  Indonesia  is  gen- 
erated by  large,  indigenous  con- 
glomerates, which  typically  spread 
their  wings  across  most  sectors  of 
the  economy.  The  presence  of  such 
huge  companies  is  why  Indonesia 
has  been  able  to  transform  itself 
from  one  of  the  world's  poorest 
countries  to  an  economic  success 
story  whose  per  capita  GDP  in 
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Opportunity  has  never  knocked  so 
loudly  for  business  investment  in 
Indonesia.  And  with  Bank  Exim 
open  for  business  in  the  worlds  major  financial 
centers,  it  couldn't  be  easier  to  get  your  foot  in 
the  door.  As  well  as  having  an  extensive  domestic 
network,  we're  also  a  key  player  in  the  Forex 
market.  And  we  offer  a  wide  range  of  products, 
from  Syndicated  Loans  to  Infrastructure 
Financing.  So  if  you  want  to  take  advantage  of 
the  excellent  business  climate  in  Indonesia,  make 
sure  you  knock  on  the  right  door. 


mm.  ■    mm  m 

BankExim 

Bank  Ekspor  Impor  Indonesia 


Head  Office  Plaza  Exim  Jl.  Jend.  Gatot  Subroto  Kav.  36-38,  Jakarta  -  12190,  Indonesia  Tel.  62.21.526.5045  Fax.  62.21.b26.3581 
London  Tel.  44.171.329.4424  Fax.  44.171.329.4345  Paris  Tel.  33.1.42.89.31.31  Fax.  33.1.42.89.31.31  New  York  Tel.  1.212.509.6191 
Fax.  1.212.509.2007  Hong  Kong  Tel.  85.286.80575  Fax.  85.281.06502  Singapore  Tel.  65.532.0200  Fax.  65.532.0206 
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1996  reached  US$1,100. 

Observers  often  cite  the  Salim 
Group  as  an  example  of  an 
Indonesian  conglomerate  that  has 
expanded  far  and  wide.  It  has  also 
made  some  impressive  inroads  into 
the  U.S.  market.  The  Salim  Group 
is  known  in  Asia  as  the  world's 
largest  producer  of  instant  noodles, 
but  Chairman  Soedono  Salim 
points  out  that  the  group  also  has 
high-tech  interests  —  particularly 
its  Communications  Division, 
which  operates  the  fastest-growing 
national  TV  network  in  Indonesia 
and  owns  satellite  network  links. 

First  Pacific,  a  Salim  Group 
company,  has  become  a  leader 
in  wireless  technology  in  Asia. 
It  operates  a  digital  cellular 
telephone  network  in  Hong  Kong 
and  mobile  phone  networks  in 
the  Philippines. 

Indeed,  the  Group  has  come  a 
long  way  since  its  humble  begin- 
nings in  a  small  Central  Java  town 
in  the  late  1940s.  It  now  employs 
more  than  200,000  people  and 
has  a  combined  annual  turnover 
of  some  US$20  billion. 

In  June  1997,  Hong  Kong's  Asia 
Inc.  magazine  ranked  the  Group's 
subsidiary,  PT  Indofood  Sukses 
Makmur,  as  one  of  Asia's  50  most 
competitive  companies.  This  dis- 
tinction was  also  based  on  sales 
growth  of  15.3%  and  profit  growth 
of  56.6%. 

The  Group  made  international 
headlines  last  year  after  it  success- 
fully bid  for  the  right  to  develop 
Manila's  huge  Fort  Bonifacio  real 
estate  project.  The  consortium  was 
led  by  First  Pacific. 

For  190  million  Indonesians, 
there  are  few  aspects  of  their  lives 
that  remain  untouched  by  the  Salim 
Group.  Its  business  portfolio  is  so 
diverse  that  local  residents  can 
spend  their  entire  day  interacting 


with  products  or 
services  developed 
by  the  Group's 
companies. 

"Today,  our 
companies  are 
intimately  involved 
in  the  day-to-day 
lives  of  literally  mil- 
lions of  Indonesian 
families,"  says  Chairman  Salim. 
"We  produce  many  of  the  foods 
they  enjoy.  We  manufacture  vehi- 
cles in  which  they  travel  and  pro- 
vide a  choice  of  value-added  finan- 
cial services.  We  develop  properties 
in  which  they  work  and  live,  and 
even  cater  to  their  whole  range  of 
entertainment  and  recreational 
preferences." 

The  list  goes  on,  from  palm  oil 
production  and  banking  to  cement 
production  and  shipping. 

The  Salim  Group  is  highly  in- 
volved in  the  U.S.  as  well.  Its  sales 
activities  range  from  automobiles 
in  California  to  banking  services  for 
the  Asian-American  community  in 
the  San  Francisco  area. 

Salim  sums  up  the  Group's  mis- 
sion this  way:  "To  wisely  utilize 
Indonesia's  rich  natural  and  human 
resources." 

inCREDIBLE  GROUUTH 

One  of  the  things  first-time  visi- 
tors to  Indonesia  will  immediately 
notice  is  the  many  banks  lining  the 
capital's  main  thoroughfares.  From 
1988  to  1993,  the  number  of 
banks  doubled  and  the  number  of 
bank  branches  tripled.  Standing 
tall  among  them  is  Bank  Expor 
Impor  Indonesia,  also  known  as 
Bank  Exim. 

Since  1968,  Bank  Exim  has 
been  one  of  the  major  forces 
behind  the  country's  economic 
development.  From  its  origins  as 


Mark  Falla 

an  entity  that  financed  the  growth 
of  commodity  exports,  it  has 
evolved  and  expanded  into  a  large 
financial  institution  that  is  involvei 
in  retail  banking,  corporate  lend- 
ing, investment  banking  and  inter- 
national operations. 

Bank  Exim  has  75  branches  in 
Indonesia  and  several  more  over- 
seas, including  one  in  New  York. 
It  had  assets  in  1995  of  US$9.55 
billion  (an  increase  of  almost  26% 
over  the  previous  year)  and  a  net 
worth  of  US$551.37  million. 
Despite  its  large  size,  the  bank 
caters  to  the  whole  spectrum  of 
banking  customers:  small  and 
medium-size  companies  as  well 
as  large  conglomerates.  Bank  Exirti 
issues  nearly  5%  of  all  the  loans 
in  Indonesia. 

The  bank  offers  a  wide  range 
of  international  services  such  as 
trade  financing  transactions,  docu- 
mentary credit  service  and  foreign 
exchange  services.  With  the  high 
rate  of  growth  in  foreign  invest- 
ment approvals  —  in  the  last  two 
years  alone  the  government  has 
approved  a  total  of  US$70  billion 
in  foreign  investment  —  Bank 
Exim  will  likely  experience  a  surge 
in  its  international  business. 

It  is  also  improving  its  services 
through  the  latest  technology. 
"Bank  Exim  will  always  continue 
its  efforts  to  modernize  and 
strengthen  all  comprehensive 
aspects,"  says  President  and 
Director  Salahuddm  Kaoy.  ■ 


In  Indonesia,  the  Salim  Group 
builds  essential  businesses. 


One  of  Indonesia's  largest  business  groups,  the 
Salim  Group  is  proud  of  its  30-year  history  of 
establishing  market-leading  businesses  in  the 
essential  product  and  service  industries.  Many  of 
the  food  products,  automotive  products,  financial 
services,  cement  products  and  property  develop- 
ments in  the  world's  fourth  largest  country  are  the 
result  of  the  Group's  ability  to  create  companies 
that  lead  their  category  in  market  share  -  compa- 
nies such  as  Indomobil,  Indofood,  Bank  Central 
Asia  and  Indocement. 

Companies  around  the  world  know  they  can  rely 
on  us  for  our  professionalism,  financial  strength, 
managerial  know-how,  business  acumen  and 
geographical  reach  in  55  countries  worldwide. 

Professionalism.  Know-how.  Global  reach.  These 
are  the  business-building  strengths  of  the  Salim 
Group. 


Building  businesses  in 
a  wide  range  of  industries. 


£^W>  SALIM  GROUP 


•'or  further  information  please  contact  the  Salim  Group,  Wisma  BCA,  IIth  Floor,  Jl.  Jenderal  Sudirman  Kav.  21-22, 

[akarta  12920  Indonesia.  Fax:  (62-21)  571-1895. 


Our  Customers  Feel  Free,  to  pursue  interests  that  go  beyond 

computer  data  backup.  They  realize  it  can  take  less  than  a  second  for  a  drive  crash,  virus 
or  voltage  spike  to  destroy  their  most  valued  computer  component  —  information. 
But  they  also  know  their  priceless  data  is  backed  up  by  Exabyte. 

In  fact,  more  than  one  million  Exabyte  tape  storage  devices  are  hard  at  work  right  now 
—  onboard  the  space  shuttle  and  under  the  sea,  and  in  homes  and  offices  like  yours. 
Exabyte  is  the  largest  company  dedicated  solely  to  the  design  and  production  of  tape 
storage  systems  —  with  capacities  ranging  from  680  megabytes  to  3  2  terabytes. 
Today,  Exabyte  tape  drives  and  automated  tape  libraries  remain  the  first  choice  of  the 
world's  leading  computer  manufacturers  and  resellers. 

For  more  information  visit  our  web  site  at:  http://www.exabyte.com 

Exabyte.  Since  1985,  helping  you  make  the  best  of  backup. 

©1997  Exabyte  Corporation  Exabyte  is  a  trademark  of  Exabyte  Corporation  Exabyte  Corporation.  1685  38th  Street,  Boulder,  Colorado  80301  USA. 


Counter  Culture  Brooklyn  Union's  Quiet  Room  (right,  abutting  conference  room)  offers  a  slice  of  California  Zen  to  complement  the 
high  tech  ethos.  Workers  sit  on  floor  pillows  and  stare  at  rainbow-tinged  rice-paper-style  wall  panels  while  listening  to  ocean  sounds. 


The  office  building  is 
Bauhaus  and  gleaming 
with  chrome  and  bright- 
painted  metal.  Employees, 
including  ponytailed  men 
in  T-shirts,  slouch  in  airy 
cubicles  in  front  of  work- 
stations, running  programs 
that  will  still  be  ahead  of 
their  time  in  the  new  mil- 
lennium. Some  rush  by 
checking  handheld  computers.  There's 
chatter  and  occasional  laughter,  but  at  the 
same  time  everyone  seems  wired  into  the 
undercurrent  of  urgency  that  keeps  key- 
boards clattering  and  interoffice  walks 
brisk.  Fortunately,  those  who  find  the  pitch 
of  stimulation  reaching  counterproductive 
levels  can  avail  themselves  of  the  Quiet 
Room  set  up  by  the  morale  team,  where 
they  can  sit  on  floor  pillows  and  stare  at 


Brooklyn  Union  Gas  is  poised 
to  profit  from  energy  deregulation, 

thanks  to  an  offbeat  approach  to 
programming.  By  David  H.  Freedman 


rainbow-tinged  rice-paper-style  wall  pan- 
els, while  listening  to  the  sounds  of  the 
California  coast. 

It's  vintage  Silicon  Valley,  except  for  one 
thing:  Everyone  here  talks  funny.  "I'm  wit 
ya,  I'm  wit  ya  on  dis,"  bellows  one  employee 
into  the  phone.  "Ah  yeew  shewha  bout 
that?"  shrieks  another  to  a  colleague.  The 
odd  language  makes  more  sense,  however, 
once  you  consider  that  this  company  isn't 


off  Highway  101  in  San 
Jose,  but  off  Flatbush  Ave- 
nue in  Brooklyn.  (The  Cal- 
ifornia sounds  are  piped 
into  the  Quiet  Room  elec- 
tronically.) What's  more, 
this  is  no  software  com- 
pany, but  a  102-year-old 
natural  gas  utility  giant. 

Most  large  energy  util- 
ities, laboring  under  the 
legacies  of  inefficiency  and  customer  neglect 
fostered  by  regulation,  are  being  dragged 
kicking  and  screaming  into  the  era  of 
deregulation.  But  Brooklyn  Union  Gas,  the 
country's  sixth-largest  gas  utility  company, 
has  managed  to  fashion  a  culture  of  user- 
friendliness  and  technological  daring  that 
has  kept  it  surfing  well  ahead  of  the  dereg- 
ulatory  wave.  Indeed,  Brooklyn  Union's 
lobbyists  can  be  heard  in  the  halls  of  the 


Photography  by  Michael  Soluri 
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New  York  state  capitol  in  Albany  urging 
legislators  to  hurry  up  the  process.  Not  thai 
the  company  has  suffered  under  the  slow 
pace:  Revenues  for  1996  reached  $1.43  bil- 
lion, up  $216  million  over  1995;  earnings 
have  risen  an  average  of  15%  over  the  past 
five  years,  climbing  to 
$97  million  in  1996, 
excluding  the  gains  and 
charges  related  to  recent 
initial  public  offerings. 
Its  shareholder  return 
was  just  under  20%  last 
year  and  has  averaged 
1.5%  above  Standard  & 
Poor's  utilities  index  for 
the  past  five  years. 

The  company's  ag- 
gressive approach  to 
information  technol- 
ogy may  be  the  single 
most  important  ele- 
ment in  its  strategy.  Of 
course,  these  days  it's 
fashionable  to  make 
that  claim.  But  back  in 
the  mid-1980s,  when 
even  financial  service 
companies  were  only 
beginning  to  recognize 
that  their  fates  were 
deeply  intertwined  with 
those  of  their  computer 
systems,  Brooklyn  Union 
was  already  making  an 
extremely  daring  bet 
on  an  unproven  tech- 
nology. Not  only  did 
that  bet  pay  off  for  the 
utility's  core  business, 
but  it  is  now  helping 
lead  the  company  into 
entirely  new  lines  of 
industry. "Gas  and  elec- 
tricity are  becoming 
commodities,"  says 
Brooklyn  Union  chair- 
man and  CEO  Robert 
Catell.  "The  profitabil- 
ity will  come  from  new 
services,  and  we  have 
the  technology  base  to 
provide  them  at  a  competitive  advantage. 


mation  system  wasn't  keeping  up  with  the 
needs  of  the  company.  It  couldn't  cus- 
tomize bills;  it  couldn't  provide  the  mar- 
keting department  with  customer  data.  And 
it  had  difficulty  handling  dollar  figures  in 
the  millions.  He  could  have  upgraded  the 


Gas  Man  CEO  Robert  Catell  and  the  computers  that  monitor  the  flow  of  gas  into 
Brooklyn.  The  big  profits,  he  says,  will  be  in  information. 


Brooklyn  Union's  technological  trans- 
formation was  driven  by  an  unlikely  trio. 
Catell,  a  Brooklyn  boy  who  started  as  an 
engineer  for  the  company  in  1958  helping 
to  lay  pipe  in  the  borough's  streets  before 
working  his  way  up  to  CEO,  initialed  the 
makeover.  By  1985  he  had  recognized  that 
Brooklyn  Union's  late-'60s  customer  infor- 


system  at  a  cost  of  $13  million  to  address 
these  and  other  specific  concerns,  but  Catell 
had  bigger  plans  in  mind.  Since  Brooklyn's 
population  was  relatively  flat,  he  saw  that 
the  company's  growth  would  have  to  come 
largely  through  stealing  customers  from 
electricity  provider  Con  Edison — and  that 
meant  taking  marketing  to  a  new  level. 
What's  more,  the  winds  of  deregulation 
were  just  starting  to  blow,  and  Catell  knew 


that  in  a  deregulated  environment  the  cus- 
tomer would  be  king.  He  wanted  a  system 
that  engendered  relationships. 

When  he  realized  the  complexity  of 
this  task,  Catell  tapped  Bill  Feraudo  to 
head  the  project.  Another  Brooklynite, 
with  a  thick,  tough-guy 
lilt  and  a  telephone 
pole  neck,  Feraudo  was 
trained  as  a  program- 
mer and  had  helped 
build  the  company's 
original  customer  in- 
formation system.  Later, 
after  being  transferred 
to  the  engineering 
management  staff,  he 
showed  a  knack  for 
giving  the  department's 
engineers  and  workers 
a  sense  of  mission. 

Feraudo  knew  who 
would  have  the  tech- 
nical inspiration  for 
the  project:  in-house 
programming  guru 
Tom  Morgan.  Though 
Brooklyn  born  and 
bred  like  Catell  and 
Feraudo  and  most  of 
the  employees  at  the 
company,  Morgan 
doesn't  fit  the  mold. 
Gaunt  and  ponytailed, 
Morgan  works  out  of 
a  small,  dark  office 
whose  spectacular  clut- 
ter embraces  every 
square  inch  of  hori- 
zontal surface  and 
includes  four  PCs  and 
enough  disassembled 
electronic  components 
to  build  a  radar  station. 
At  the  time,  Morgan 
liked  to  rub  shoulders 
with  some  of  the  resi- 
dent technical  geniuses 
at  the  IBM  field  office 
around  the  corner  and 
often  found  the  talk 
coming  around  to  a 
new  approach  to  software  called  "object- 
oriented  programming." 

In  conventional  programming,  code 
tended  to  be  a  large,  monolithic,  and  some- 
what inflexible  description  of  the  process- 
ing needed  to  get  various  tasks  done. 
Object-oriented  programming,  in  contrast, 
consisted  of  relatively  small  bundles  of  code 
that  dealt  with  some  particular  element,  or 
"object."  Thus,  for  example,  a  business 
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Utility  Players  Manager  of  Technology  Development  Tom  Morgan  (above)  urged  CEO  Robert  Catell  to  bet  on  object-oriented 
programming.  CIO  Tina  Barber  (below)  reaps  the  benefits  in  easy-to-change  systems. 


could  construct  objects  that  referred  to  its 
billing  or  to  its  service  calls.  Carrying  out  a 
new  computing  chore  would  then  only  entail 
specifying  how  these  objects  needed  to 
interact,  with  relatively  little  coding  required. 

It  sounded  great  on  paper,  and  small 
computing  projects  written  in  object- 
oriented  code  had  worked  fine,  but  no  one 
had  ever  tackled  a  large  project  with  the 
new  technology — let  alone  one  on  which  a 
$1  billion  company  would  be  betting  its 
future.  Not  only  that,  but  object-oriented 
programming  would  ultimately  cost  Brook- 
lyn Union  an  extra  $5  million  or  more  up 
front  because  of  the  extra  work  involved  in 
coding  the  objects;  the  hoped-for  benefits 
would  come  only  later — if  they  came  at 
all — when  the  objects  made  the  system  eas- 
ier to  modify.  Nevertheless,  Morgan  was 
convinced  it  was  the  way  to  go,  and  Fer- 
audo  backed  him.  Catell  agreed  to  take  the 
risky  scheme  to  the  board.  "I  had  to  sell 
it,  and  then  resell  it,  and  then  resell  it 
again,"  recalls  Catell.  In  the  end,  the  board 
gave  Feraudo  and  Morgan  the  green  light, 
along  with  a  budget  of  $46  million  and  a 
deadline  of  two  and  a  half  years. 


Forty-eight  million  dollars  and  two  and 
three-quarters  years  later,  the  system  went 
into  effect.  Morgan  and  a  few  cohorts  had 
done  much  of  the  critical,  and  thoroughly 
unconventional,  design  work  during  a 
strike  (it  had  emptied  the  IT  and  other 
departments  but  had  left  Morgans  team 
free  of  people  who  might  have  questioned 
their  sanity);  Feraudo  took  to  sleeping  on 
a  cot  in  the  data  center  toward  the  final 
days.  But  they  had  succeeded.  The  software, 
which  runs  on  IBM  mainframes,  seemed  to 
run  without  serious  problems.  The  bills 
went  out,  the  service  department  dis- 
patched calls  promptly,  marketing  started 
to  get  the  information  it  needed.  Other 
than  the  additional  expense  incurred,  the 
object-oriented  approach  had  no  signifi- 
cant drawbacks.  But  was  it  any  better? 

The  answer  came  quickly  enough.  After 
the  company  installed  the  software,  Catell 
placed  Feraudo  in  charge  of  customer 
relations — "My  reward  for  building  the 
system  was  having  to  live  with  it,"  says 
Feraudo.  But  within  a  year,  Feraudo  deter- 
mined that  more  than  the  software  needed 
changing.  He  found  serious  gaps  in  the 


company's  work  processes.  The  sales  and 
marketing  staff  didn't  work  closely  enough 
with  the  customer  response  reps  to  spot 
selling  opportunities  on  the  fly;  customers 
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TIRED  OF  LISTENING  TO  THOSE  IT  S- 
OUR-WAY-OR-THE-HIGHWAY-CUZ-WE  RE-THE- 
BIG-KAHUNA-OF-BUSINESS-SOFTWARE-AND- 
YOU  D-BETTER-BUY-NOW-OR-YOU  LL-BE-LEFT- 
BEHIND  SOFTWARE  COMPANIES? 


YOU  HE  NOT  ALONE. 

We're  Lawson  Software, 
the  Web  Enterprise 
Company.rM  And  we  do 
things  a  little  differendy  around  here. 
For  starters,  we're  delivering  today  what 
everyone  else  is  promising  tomorrow: 
web-accessible,  Self-Evident  Applications," 
enterprise  self-service  and  automated 
workflow  environments.  So  while  those 
other  companies  are  "working  on  it," 
we're  busy  implementing  process- 
oriented  solutions  and  utilizing  web 
technology  to  get  our  clients  up  and 
running  that  much  faster.  And  our 
financials,  human  resources,  procurement 
and  supply  chain  process  suites  are  as 
user-friendly  as  the  people  who  develop, 
install,  and  support  them.  Ask  any  of  our 
2,500  clients  worldwide.  It's  all  in  our 
attitude  —  or  lack  of  one.  For  more 
information,  visit  www.lawson.com/guide 
or  call  us  at  1-800-477-1357. 


TRAITS  OF 
A  GOOD  SOFTWARE 
COMPANY. 


•ATTENTIVE 

Asks  you  what 
you  need  instead  of 
talking  you  into  what 
they've  got. 

•FAST 

Provides  quick 
implementation  and 
quick  access  to  data. 

•ADAPTABLE 

Adapts  smoothly  to 
different  corporate 
environments,  as 
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with  problems  too  often  had  their  calls 
transferred  among  different  reps  who  then 
would  have  to  start  from  scratch;  field 
installation  and  repairs  had  to  be  sched- 
uled too  far  in  advance;  and  so  on. 
Feraudo  called  in  CSC  Index,  an  inter- 
national management  consulting  firm,  and 
embarked  on  a  complete 
reengineering  of  all  cus- 
tomer relations. 

Among  those  sweat- 
ing out  the  reengineering 
was  Tina  Barber,  who  at 
the  time  was  the  utility's 
vice  president  of  systems 
development  and  is  now 
chief  information  officer. 
"Normally,  white-paper 
reengineering  means 
having  to  dump  your 
system,"  she  explains.  "As 
soon  as  you  start  making 
big  changes  in  the  way 
you  work — forget  about 
it,  it's  useless."  But  Fer- 
audo and  Morgan  coun- 
seled everyone  to  have 
faith  in  their  object- 
oriented  approach. 

Sure  enough,  when 
they  had  finished  cod- 
ing, to  Barber's  amaze- 
ment, her  people  man- 
aged to  implement  the 
required  systems  changes 
in  just  a  few  months.  A 
customer  needs  to  be 
transferred?  The  cus- 
tomer service  rep  presses 
a  key,  and  the  onscreen 
customer  information 
gets  passed  on  to  the 
new  rep  along  with  the 
call.  A  salesperson  is 
about  to  call  on  an 
industrial  user?  He 
or  she  pops  into  a  phone 
booth  and  downloads 
every  piece  of  data 
Brooklyn  Union  has  on 
that  customer's  energy 
usage,  payments,  and 
complaints  up  to  that 
minute.  A  customer  is 
calling  for  an  appliance  installation?  Up  on 
the  rep's  screen  come  various  contract 
maintenance  options  and  other  possible 
cross-sells. 

Explains  Morgan:  "Without  object- 
oriented  programming,  we'd  have  had  to 
write  a  new  mountain  of  code  just  to  get 
the  system  to  bill  for  flat-fee  annual  ser- 


vice contracts.  But  our  system  already  had 
an  object  called  'agreement.'  So  we  just 
modified  it  a  bit  to  reflect  the  pricing  and 
slipped  it  right,  into  the  customer  options." 
He  notes  that  a  typical  object  might  have 
three  dozen  lines  of  self-contained  code, 
whereas  a  conventional  program  might 
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Company  Builder  Senior  Vice  President  Bill  Feraudo  (left)  and  KeySpan  Vice  Presi- 
dent Tom  Bonacuso  are  doing  unregulated  deals  in  real  estate  energy  management. 

require  poring  over  hundreds  of  thousands 
of  lines  of  code  to  get  at  the  functional- 
ity embedded  in  that  single  object. 

What  did  this  revamping  cost?  Zero. 
"We  didn't  need  to  spend  a  single  extra 
penny,"  gloats  Barber,  "other  than  what  had 
already  been  budgeted  for  ordinary  main- 
tenance and  improvement." 


Robert  Catell's  office  provides  a  pan- 
oramic view  of  Brooklyn  and  Manhattan, 
and,  on  a  clear  enough  day,  a  significant 
chunk  of  the  states  of  New  York  and  New 
Jersey  as  well.  The  view  symbolizes 
his  company's  decision  to  move  far  beyond 
the  boundaries  of  Brooklyn  —  and  far 
beyond  the  natural  gas 
business  as  well.  Catell's 
PC,  perched  at  the  nexus 
of  this  panorama,  softly 
dinging  every  few  min- 
utes or  so  to  signal 
the  arrival  of  an  email, 
emphasizes  that  in- 
formation technology  is 
the  cornerstone  of 
that  strategy. 

Deregulation  man- 
dates separating  or  "un- 
bundling" the  selling  of 
natural  gas  from  the  ac- 
tual delivery  of  the  gas. 
Thus,  for  example,  small 
gas  "remarketers"  can 
now  buy  gas  cheaply 
in  spot  contracts  and 
then  resell  it  cheaply  in 
Brooklyn,  undercutting 
Brooklyn  Union's  prices. 
Brooklyn  Union  still  has 
a  regulated  monopoly 
on  the  actual  delivery  of 
the  gas  by  virtue  of  its 
pipe  network,  so  it  can 
live  quite  profitably  with 
the  remarketers.  And,  of 
course,  the  company's 
unregulated  subsidiary 
can  turn  around  and  sell 
gas  elsewhere,  undercut- 
ting other  local  gas  util- 
ities (though  salespeople 
from  the  unregulated 
side  don't  have  the  same 
access  to  customer  infor- 
mation as  their  counter- 
parts from  the  regulated 
side  do). 

But  some  of  the  big- 
gest opportunities  for 
Brooklyn  Union,  says 
Catell,  are  being  opened 
up  by  other  utilities,  in- 
cluding electricity,  phone,  and  information 
services,  which  also  face  a  similar 
unbundling  of  product  and  delivery.  As 
consumers  and  businesses  find  themselves 
doing  business  with  a  dozen  or  more  of 
these  services,  notes  Catell,  wouldn't  it  be 
nice  to  have  one  company  serve  as  a  sort 
of  customer  service  interface,  providing 
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It's  like  hanging 
around  every  water  cooler 
in  Silicon  Valley. 


detailed  bills  and  fielding  service  calls? 
Call  it  the  object-oriented  approach  to 
utility  services.  "Our  core  competence 
is  managing  the  customer  relationship," 
says  Catell.  "It's  our  technology  that 
makes  it  possible." 

The  jewel  in  Brooklyn  Union's  high 
tech  customer  service  crown  is  its  24- 
hour,  seven-day-a-week  call  center, 
where  during  peak  demand  days  some 
80  employees  respond  to  service 
requests,  billing  questions,  and  the 
occasional  report  of  a  possible  gas  leak. 
Many  large  corporate  call  centers  look 
like  something  out  of  a  Hieronymus 
Bosch  painting — telephonic  sweatshops 
whose  angry  denizens  live  to  torment 
equally  red-faced  consumers.  And  let's 
face  it,  New  Yorkers  in  general,  and 
Brooklynites  in  particular,  are  a  tough 
crowd,  as  anyone  at  the  universally 
reviled  Con  Ed  can  tell  you. 

But,  adjusting  for  the  naturally 
loud-pitched  Brooklyn  accents,  this  call 
center  seems  almost  eerily  low-key.  It's 
not  just  because  of  the  availability  of 
the  Quiet  Room.  There  just  seems  to 
be  less  ground  for  conflict.  "You're  not 
sure  if  you  own  the  building?"  says  one 
rep  to  a  caller.  "Here,  I'll  tell  you" — and 
a  few  strokes  brings  up  a  screen  giving 
the  history  of  the  building.  Another 
customer  apparently  is  confused  about 
who  in  her  building  has  ordered  what 
work;  the  rep  calls  up  a  breakdown  of  ten- 
ants, complete  with  all  work  orders. 
A  third  rep  is  taking  care  of  a  request 
for  an  installation:  "Are  you  there  now? 
Would  you  like  to  have  someone  come  by 
right  now?"  The  customer,  stunned  into 
momentary  silence  by  the  offer,  finally 
suggests  that  tomorrow  would  be  soon 
enough.  There  seems  to  be  no  question 
that  a  rep  can't  handle  with  a  few  key- 
strokes; screen  after  screen  of  information 
pops  up  instantly. 

When  a  customer  requires  a  field  ser- 
vice visit,  the  rep  passes  the  information 
on  at  a  keystroke  to  the  nearby  dispatch 
center.  This  room  is  often  stone  quiet, 
despite  the  fact  that  trucks  are  being 
directed  to  homes  and  businesses  at  a  rate 
of  up  to  100  per  hour.  That's  because  the 
system  is  handling  most  of  the  work:  It 
keeps  track  of  each  service  truck,  and  even 
whether  a  service  person  is  in  the  truck  or 
inside  a  home  and  what  he  or  she  is  doing 
there.  When  a  repair  call  comes  in  from 
customer  service,  the  system  alerts  the  two 
human  dispatchers  to  the  closest  available 
truck.  With  the  press  of  a  key,  the  dis- 
patcher then  beams  the  call  information 
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out  to  the  service  person's  wireless  hand- 
held computer. 

Though  this  dispatch  system  is  already 
state  of  the  art,  Brooklyn  Union  has  started 
to  upgrade  it,  replacing  the  handheld  units 
with  a  Motorola-made,  larger-screen  device 
that  looks  like  an  Etch  A  Sketch  and  runs 
the  Netscape  Navigator  browser.  (For  obvi- 
ous reasons,  it's  also  specially  designed  to 
be  spark- proof.)  That  way,  service  people 
have  instant  access  via  Brooklyn  Union's 
intranet  to  virtually  any  information  they 
might  need  about  a  customer  or  the 
gas  network,  speeding  installation  and 
repair  work. 

The  object-oriented  nature  of  the  sys- 
tem makes  such  upgrading  simple,  says  CIO 
Barber.  The  system's  versatility  also  lets  the 
company  use  a  variety  of  hardware.  While 
the  main  body  of  the  customer  informa- 
tion system  continues  to  run  on  ever- 
cheaper  mainframes,  new  pieces  run  on 
workstations.  "The  software  objects  are 
hardware  independent,"  she  explains,  "and 
we  can  use  any  number  of  object-oriented 
programming  languages,  including  Java 
and  C++.  Hardware  and  software  platforms 
come  and  go,  but  what  lasts  is  an  archi- 


tecture and  a  cohesive  picture  of  what 
needs  to  be  tied  together." 

Brooklyn  Union  is  also  setting  up 
new,  unregulated  businesses  to  take  advan- 
tage of  its  technology  base.  The  master- 
mind of  that  strategy:  Bill  Feraudo. 
"I've  had  so  many  different  roles  at  this 
company  that  I'm  not  sure  what  to  call 
myself,"  he  says.  "I  guess  you  could  say  that 
I  build  things." 

So  far,  he's  built  four  new  businesses, 
all  under  the  umbrella  name  KeySpan.  One 
services  the  gas  remarketers  that  have 
entered  the  Brooklyn  market,  providing 
them  with  online  access  to  all  the  data  they 
need  to  sell  effectively.  The  coding  for 
that  project  took  two  months  and  cost 
$200,000;  in  a  conventional,  non-object- 
oriented  environment  it  might  have  taken 
a  year  or  more  and  cost  $1  million.  A  sec- 
ond business  helps  run  thermal  and  elec- 
tricity-generating facilities;  by  installing 
computer-controlled  sensors  hooked  via 
phone  lines  to  headquarters,  the  company 
can  manage  the  plants  remotely  at  lower 
cost.  Customers  so  far  include  a  Coca-Cola 
plant  and  a  new  Marriott  hotel.  The  third 
business,  which  will  begin  operation  in 
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early  1998,  provides  service  contracts  to 
home  heating  systems,  building  on  Brook- 
lyn Unions  fast,  friendly,  and  efficient  cus- 
tomer response  capabilities.  And  finally, 
there's  the  utility's  partnership  with  Met- 
ricom, a  wireless  data  communications 
company  based  in  Los  g 
Gatos,  California.  The 
companies  plan  to  install 
radio-based  wireless  net-  jj£BKL$tf^A 
works  in  cities  throughout 
the  Northeast.  Feraudo 
figures  that  Brooklyn 
Union,  already  a  major 
wireless  user,  will  profit 
when  other  companies  get 
high  tech  field-service  religion 
the  oft-projected  boom  in  wireless  Inter- 
net access  finally  comes. 

To  keep  its  edge,  of  course,  Brooklyn 
Union  will  have  to  keep  motivated  and 
competent  people  like  Tom  Morgan.  Bar- 
ber concedes  she  can't  match  the  multi- 
hundred-thousand-dollar  salaries  and 
equity  offers  that  financial  service  and  high 
tech  firms  offer  top  technologists.  In 
addition,  programmers  from  outside 

Smooth  Operators  Field  reps  wield  handhelds  that  replace 
heavier,  nongraphic  devices.  Above:  the  new  (left)  and  the  old. 


-and  when 


New  York — and  especially  from  the  West 
Coast — tend  to  look  down  on  Brooklyn. 
To  combat  these  problems,  Barber  focuses 
her  search  on  homegrown  talent.  Poly- 
technic University  is  down  the  street, 
and  Pace  University  is  nearby,  providing 
a  steady  stream  of 
young  program- 
mers who  like 
Brooklyn  and  have 
heard  about 
Brooklyn  Union's 
pleasantly  high- 
.   f\       speed  culture. 
^  /'/,.        Its  that  culture 
that  keeps  Morgan 
interested — that  and  the  exciting  oppor- 
tunity to  push  the  boundaries  of  object- 
oriented  technology.  "There's  no  system 
like  this,  anywhere,"  he  says.  "I  go  around 
giving  talks  to  companies  and  vendors,  and 
people  are  amazed."  Brooklyn  Union  has 
also  loaned  out  Morgan  and  others  as  paid 
consultants  on  object-oriented  projects, 
and  Barber  doesn't  rule  out  the  possibility 
that  the  company  may  have  a  systems  inte- 
gration arm  at  some  point. 

But  for  now  Barber 
has  her  hands  completely 
full  dealing  with  a  merger 
in  the  works  between 
Brooklyn  Union  and  elec- 
tric and  gas  utility  Long 
Island  Lighting.  If  it  goes 
through  as  expected,  then 
the  two  companies  will 
need  to  merge  their  infor- 
mation systems  in  some 
fashion  as  well. 

That  could  conceivably 
mean  having  to  dump 
the  object-oriented  envi- 
ronment— a  thought  that 
causes  Barber  to  blanch. 
"Most  companies'  systems 
have  started  to  become 
obsolete  before  they  fin- 
ish building  them  and 
have  to  be  replaced  within 
five  years,"  she  says. 
"We've  had  ours  running 
for  seven  years,  and  I  cant 
even  envision  wanting  to 
replace  it."  ■ 


David  H.  Freedtnan  (freed- 
man@forbesasap.com)  is  a 
contributing  editor  of  Forbes 
ASAP.  His  latest  book,  At 
Large,  co authored  with 
Charles  C.  Mann,  tells  the 
story  of  a  secret  invasion  on 
the  Internet. 


OFFICIAL  RULES   NO  PURCHASE  OR  ON-LINE  USE  NECESSARY 
OPEN  TO  RESIDENTS  OF  THE  US 

I  To  enter  die  Sweepstakes  via  the  Internet  you  must  be  an  AT&TWoridNet  Service 
member  utilizing  AT&T  WoridNet  Service  To  enter  on-line  visit  theAT&T  WoridNet 
Service  page  on  the  AT&T  website  at  http.//wwwatttom/worldnet  o 
httpj/wwwjacom/woridnet/wis/index  html  or  the  AT&T  WoridNet  Service  hone 
page  at  hnpJ/wwwatLnet  from  5/1/97  through  1/28/98  Over  the  course  of  the 
Sweepstakes  there  ma/  be  different  methods  of  on-line  entry  which  wi 
described  on  the  "How  to  Play"  page  Once  you  understand  the  directions  outlined 
on  the  "How  to  Play"  page,  you  may  dick  on  the  "Registration  Page"  and  compli 
the  official  entry  form  by  filling  m  your  name,  address,  telephone  number  and  e-mail 
ID  and  a  few  survey  questions  Once  all  the  game  requirements  are  completed  (as 
described  on  the  "How  to  Play"  page)  your  name  will  be  entered  in  a  weeldy  draw- 
ing, a  quarterly  drawing  and  a  Grand  Prize  drawing  (at  the  end  of  the  promotion) 
Weeldy  Drawings:  On-line  entries  must  be  received  by  1159  pm  EST  each 
Wednesday  following  the  week  in  which  you  wish  to  be  entered  in  order  to  be  eli 
eible  for  that  week  s  drawing  For  example,  entries  must  be  received  by  1 1  59  p  rr 
EOT  on  Wednesday.  May  7. 1997  to  be  eligible  for  the  first  week's  drawing  On-lin. 
entries  received  by  1 1:59  pm  EST  on  Wednesday,  January  28, 1998  will  be  entered 
in  the  final  weekly  drawing,  the  final  quarterly  drawing  ana  the  Grand  Prize  drawing 
Quarterly  Drawings  On-line  entries  must  be  received  by  1 1 39  pm  EDT  on 
vVecresdayJufy  30. 1 997  to  be  eligible  for  the  first  quarterly  drawng  On-lne  entries  must 
be  receded  between  1 2.-00  am  EDT  on  Thursday.  July  3 1. 1997  and  1 1 39  pm  EST  on 
Wednesday.  October  29. 1997  to  be  digWe  for  the  second  Quarterly  drawre  On-kie 
entries  must  be  received  between  1 200 am  EST  onThursdav.Ctaober  30.l997and  1 159 
pm  EST  Wednesday,  January  28, 1998  to  be  eligible  for  the  final  quarterly  drawn-*" 
Grand  Prize  Drawing:  All  on-line  entries  recerved  between  1 2:00  am  EDT  on 
Thursday.  May  1, 1997  and  1 1  59  pm  EST  on  Wednesday.  January  28. 1998  will  be  eli- 
gible for  the  Grand  Prize  drawing 

Limit  one  on-line  entry  per  person  per  day  Norma)  Internet  access  and  usage  charges 
imposed  by  AT&T  WoridNet  Service  will  apply  Local,  long  distance  or  8dbfl  access 
charge  to  reach  AT&T  WoridNet  Service  and  any  additional  access  charges  or  taxes  that 
may  be  imposed  on  members  or  on  AT&T  WoridNet  Service  may  also  apply  to  all 
usage  If  you  are  not  an  AT&T  WoridNet  Service  member  and  wish  to  subscribe, 
AT&T  at  httpy/dawnload-aanet  and  follow  instructions  to  download  die  AT&T 
WoridNet  Service  software  or  call  1-800 WORLDNET  to  order  free  AT&T  WoridNet 
Service  software  If  you  do  not  wish  to  enter  on-kne,  or  if  you  are  not  an  AT&T 
WoridNet  Service  member  and  you  do  not  wish  to  subscnbe,  you  may  enter  by  mail- 
ing in  a  separate  envelope  a  plain  piece  of  paper  on  which  you  have  printed  your  name, 
complete  address.  Zip  Code,  telephone  number,  e-mail  address  (if  applicable)  and  the 
words  Travel  the  World  Sweepstakes  with  AT&T  WoridNet  Service  to  TRAVEL  THE 
WORLD  SWEEPSTAKES,  PO  Box  7296.  MeK*.  NT  1 1 775-72%  There  will  be  weekly 
drawings  between  5/IA97  and  I  ^28/98  from  among  all  on-line/paper  entries  received  for 
each  week,  three  quarterly  drawings  and  one  Grand  Prize  drawwig  at  the  end  of  the  pro- 
motion from  among  alt  entries  received  Enter  as  often  as  you  wish  by  mail,  but  each 
paper  entry  must  be  mailed  separately,  be  postmarked  by  the  Wednesday  following  die 
week  n  which  you  wish  to  be  entered  and  received  no  later  than  one  week  after  the 
postmark  date  All  paper  entries  received  will  be  entered  m  the  weeldy  and  quarterly 
drawings  that  correspond  to  their  postmarks  Paper  entires  postmarked  by  Wednesday. 
July  30, 1997  and  received  by  August  6. 1997  wiD  be  eligible  for  the  first  quarterty  draw- 
ing and  the  Grand  Pnze  drawing  Paper  entries  postmarked  between  Juw  3 1 , 1 997  and 
October  29. 1997  and  received  by  November  S.  1997  will  be  e*g*le  for  the  second 
quarterly  drawng  and  the  Grand  Pnze  drawing  Paper  entries  postmarked  between 
October  30, 1997  and  January  28, 1998  and  received  by  February  4. 1998  will  be  eligi- 
ble for  the  final  quarterty  drawing  and  the  Grand  Pnze  drawing.  Mechanically  repro- 
duced paper  entries  will  not  be  accepted  Sweepstakes  ends  I /28T98 

2.  Grand  Prize  ( I )  A  trip  for  two  around  the  world.  Includes  first -dass  air 
transportation  on  Singapore  Airlines,  Swissair  and  Delta  Air  Lines,  departing 
from  the  Delta  Air  Lines  gateway  dosest  to  the  winner's  home  to  Paris, 
France,  Zurich,  Switzerland,  Istanbul, Turkey,  Singapore  and  Denpasar,  Bali, 
returning  to  U.S.  city  from  which  the  winner  departed,  hotel  accommoda- 
oons  (double  occupancy),  round-trip  transfers  between  airport  and  hotel, 
private  sightseeing  tours,  continental  breakfast  in  Paris,  buffet  breakfast  in 
Switzerland,  one  lunch  and  one  dinner  in  Bali,  a  five-piece  set  of  Hartrnann 
Belting  Leather  Luggage,  including  two  suitcases,  two  outing  bags  and  one 
garment  bag,  S 20,000  spending  allowance  and  travel  insurant e  (Est  Retail 
Value  $70, 978);  Quarterly  Prizes  (3  -  I  awarded  every  three  months):  First 
Quarter  Prize:  An  1 1  -nigrtt  Hawasan  Holiday  for  four  with  visits  to  Oahu, 
Maui  and  Kauai.  Includes  round-trip  economy  dass  air  transportation  from 
the  major  airport  dosest  to  the  winner's  home,  transfers  between  airport 
and  hotel,  hotel  accommodations  (two  rooms),  mter-dand  air  flights,  car 
rental  (not  including  tax,  gas  or  optional  insurance  and  damage  coverage), 
(4,400  meal  allowance  and  travel  insurance.  (Est  Retail  Value  $24,945); 
Second  Quarter  Prize:  A  one-week  trip  for  two  to  Nagano,  Japan,  to  attend 
the  XVIII  Olympic  Winter  Games.  Includes  round-trip  coach  dass  domestic 
air  transportation  to  Los  Angeles,  CA,  from  a  major  airport  nearest  to  win- 
ner's home,  round-trip  economy  dass  international  airfare  between  Los 
Angeles  and  Tokyo,  airport  transfers,  round-trip  surface  transportation 
between  Tokyo  and  Nagano,  hotel  accommodations  (twin  or  double  occu- 
pancy), fuH  breakfast  dairy  in  Nagano,  guaranteed  Olympics  tickets  to  selected 
events,  including  the  Opening  Ceremonies,  transportation  to  the  events. 
(Est.  Retail  Value  $  1 8.500)  Third  Quarter  Pnze:  An  African  Safari  for  two  in 
Kenya.  Includes  round-tnp  economy  class  air  transportation  from  a  major 
airport  dosest  to  winner's  home  and  New  York,  round-trip  business  dass  air 
transportation  from  New  York  to  Nairobi,  eight-night  hotel  accomrnoda- 
Oorts  (double  occupancy),  guided,  chaufteured  tours  and  game  runs,  all 
meals,  all  game  park  entrance  fees  and  travel  insurance.  (Est  Retail  Value 
$23,788);  VVeekty  Prizes  (390  - 1 0 awarded  eadiweek^To  see  whkhprbM  are  being 
awarded  for  that  week,  go  to  the  home  page  at  rittpV/www.workmUtLnet,  or 
http.'.'www.fitt  conVworkkietSvis/index  html  and  folow  the  navigational  link 
to  the  sweepstakes  home  page  where  you  will  find  the  navigational  link  to 
the  Prize  Page-  Or,  to  send  for  a  list  of  prizes  that  will  be  awarded  each  week, 
write  to:  AT&T  WoridNet  Prizes,  P.  O.  Box  7084,  MehnHe,  NY  1 1 775-7084. 
Winners  will  be  selected  in  a  random  drawing  from  among  all  eligible 
entries  received.  Drawings  will  be  conducted  by  National  Judging  Institute, 
Inc,  an  independent  judging  organization  whose  decisions  are  final  on  all 
matters  relating  to  this  sweepstakes.  Odds  of  winning  are  dependent  upon 
the  number  of  entries  recerved.  Limit  one  weekly  prize  per  person  per  week. 
All  prizes  will  be  awarded  and  winners  will  be  notified  by  e-mail  or  regular 
mail.  In  the  event  the  Grand  Prize  or  any  Quarterly  Prize  is  won  by  a  minor, 
it  will  be  awarded  in  the  name  of  a  parent  or  legal  guardian.  Prizes  are  non- 
transferable and  no  substitutions  are  allowed  except  by  sponsor  who  reserve 
the  right  to  substitute  a  prize  of  equal  or  greater  value  if  advertised  prize  is 
unavailable.  By  entering  the  sweepstakes,  each  participant  releases  the 
Sponsor  and  its  agents  from  all  responsibility  or  liability  for  damages,  losses 
or  injury  resulting  from  acceptance  or  use  of  any  pnze.  By  entering  the 
sweepstakes,  entrant  recognizes  and  agrees  that  the  registration  informa- 
tion provided  by  entrant  maybe  made  available  to  AT&T;  use  of  such  infor- 
mation will  be  governed  by  AT&T's  privacy  policy. Taxes,  if  any,  related  to  the 
prizes  are  the  resrxmahility  of  the  individual  winner.  Grand  Prize  and 
Quartern/  Prize  winners  may  be  required  to  verify  address  or  execute  and 
return  an  affidavit  of  eligibility  and  liability  public ity  release  within  1 4  days  of 
notification  attempt  or  the  prize  may  be  forfeited  and  alternate  winners 
selected.  Entry  constitutes  permission  to  use  winners'  names  and  likenesses 
for  promotional  purposes  without  further  compensation  except  where  pro- 
hibited by  law.  No  responsibility  is  assumed  for  lost,  damaged,  incomplete, 
misdirected,  illegible,  postage-due  or  late  entries  or  mail.  Sponsor  and  its 
agencies  are  not  responsible  for  technical,  hardware,  software  or  telephone 
malfunctions  of  any  land,  lost  or  unavailable  network  connections,  or  failed, 
incorrect,  incomplete,  inaccurate,  garbled  or  delayed  electronic  communi- 
cations caused  by  the  user  or  by  any  of  the  eouqxrient  or  programming 
associated  with  or  utilized  in  this  sweepstakes  or  by  any  human  error  which 
may  occur  m  the  processing  of  the  entries  in  this  Sweepstakes  Sponsor 
reserves  the  right,  at  its  sole  discretion,  to  cancel,  terminate  or  suspend  the 
on-fne  portion  of  the  promotion  if  it  becomes  technically  corrupted-  By 
playing  the  Sweepstakes,  you  may  occasionally  receive  Sweepstakes 
announcements  through  e-mail  If  you  do  not  want  to  receive  these 
announcements,  follow  the  instructions  on  the  FAQ  page. 

3.  Sweepstakes  open  to  residents  of  the  U.5„  except  employees  and  their  families  d 
AT&T  VvbrMNet  Service,  its  affiliates,  subsidiaries,  contractors,  advertising  agenoes,  and 
Don  Jagoda  Associates,  Inc  This  offer  6  void  wherever  prohibited  or  restricted  by 

iDonal  state  or  any  governmental  laws  Subject  to  all  federal,  state  and  focal  laws  and 
regulations. 

4.  For  a  list  of  winners,  send  a  stamped,  self-addressed  envelope  to:TRAVEL 
THE  WORLD  SWEEPSTAKES  WINNERS,  P.O.  Box  7030,  Melville.  NY 
1 1 775-7030  or  dick  on  to  the  home  page  at  http^NworkJnetunicomnet  and 
follow  the  navigational  Dnk  to  the  Winners'  Page. 

5.  Sponsor  AT&T  Corp.  Basking  Ridge,  NJ  07920 
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telephone  access  and  other  charges  and  taxes  may  apply.  Other  terms  and  conditions  apply.  ©  1 997  AT&T.  All  Rights  Reserved.  No  purchase  necessary.  Sweepstakes  ends  I  /28/98.  Void  where  prohibited. 
For  official  rules  and  alternate  entry,  write  to  AT&T  WorldNet  Rules,  PO.  Box  7084,  Melville,  NY  1 1775-7084.  See  complete  sweepstakes  rules  on  opposite  page. 


Enter  the  AT&T  WorldNetSM  "Travel  the  World"  Sweepstakes 
and  you  could  win  a  free  trip  around  the  world. 

Imagine  that.  You  could  end  up  in  Hawaii,  Africa  or  Japan.  Or  win  our  grand  prize  and  take  two  full  weeks  to  see  Paris, 
Zurich,  Istanbul,  Singapore  and  Bali. To  enter,  just  visit  the  website  below  and  follow  the  prompts.  If  you  don't  have 
AT&T  WorldNet  Service,  call  for  free  software.  Or  better  yet,  download  it  at  our  website  and  get  your  first  month  of 
AT&T  WorldNet  Service  free.*  Enter  now.  And  see  where  it  gets  you. 

To  get  your  free*  month,  download  at  www.worldnet.unicom.net 

I  800  WORLDNET,  ext.  144 


t's      all      within      your  reach 


AT&T 


Ever  skied  the  Alps?  Hiked  the  Andes? 


give  you  free  travel  to  almost  anywhere.  Or 


you  can  choose  to  take  your  time  choosing. 


Visit  www.americanexpress.com.  For  more  information  oh  the  Membership 
Rewards  Program,  call  1-800-AXP-EARN  (297-3276). 


more 


Cards 


rom  pathbreaking  new  products  to  billionaires 
iy  the  bushel,  the  West  is  pulling  away.  Why?  


Historians  will  be  correct  to  record  the 
years  1971  and  1972  as  the  Great  Westward 
Shift.  That's  when  it  became  hardwired  that 
California  and  the  West  would  begin  to 
outperform  the  rest  of  the  United  States 
economically.  A  big  hint  was  dropped 
in  late  1971  when  Intel  ran  an  ad  in 
Electronic  News  announcing  the  4004,  the  world's  first 
microprocessor.  George  Gilder  rightly  claims  that  the 
most  consequential  product  in  the  second  half  of  the  20th 
century,  ahead  of  jet  aircraft,  is  the  microprocessor. 

A  few  months  later,  two  venture  capital  firms  sprouted 
up  in  Northern  California  to  make  investments  in  young 
companies  whose  products  were  based  on  the  micro- 
processor. Both  were  whelped  from  chips.  Don  Valen- 


tine of  Sequoia  Capital  had  been  a  sales  vice  president 
at  Fairchild  Semiconductor  in  the  1960s.  His  office  was 
next  door  to  Gordon  Moore's.  Nearer  yet  to  the  big  bang 
was  Eugene  Kleiner  of  Kleiner  Perkins  (now  Kleiner 
Perkins  Caufield  &  Byers).  He  was  a  Fairchild  cofounder. 

Chips,  venture  capital... one  more  ingredient  remained 
to  light  capitalism's  greatest  fire — an  infrastructure 
geared  for  speed  and  risk.  That,  too,  was  glimpsed  in  the 
early  1970s,  albeit  on  a  different  playing  field.  In  the  1971 
Rose  Bowl,  Stanford  shocked  heavily  favored  Ohio  State. 
Stanford  took  risks  with  the  forward  pass,  fake  punts, 
and  the  reverse.  Woody  Hayes's  Buckeyes  stayed  on  the 
ground.  When  the  clock  expired,  Stanford  had  won. 

The  fast-gunning  West  is  still  winning.  In  the 
following  pages  we  explain  why.  ► 
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epce.vs. 

ticipation 


The  West  is  resilient  and  can  roll  with  the  shocks. 
The  East  copes  through  anticipation,  the 
static  planning  that  assumes  perfect  foresight. 

 By  Virginia  I.  Postrel 


Everybody  has  theories  about  what  makes  Silicon 
Valley  special,  and  most  of  the  theories  are  right: 
It's  the  density,  the  competition,  the  constant  chat- 
ter about  business  plans  over  tables  at  II  Fornaio  in 
Palo  Alto.  It's  the  universities,  Stanford  and  Berkeley, 
world-class  research  institutions  that  nonetheless  nur- 
ture the  practical.  It's  the  money,  the  greatest  con- 
centration of  venture  capital  the  world  has  ever  seen. 
It's  the  diversity,  the  immigrants  from  everywhere,  the  best  and 
most  brilliant  spilling  out  of  Oracle's  food  pavilions  to  eat  burg- 
ers, curry,  and  sushi  in  the  California  sun. 
The  California  sun. 

Eventually,  all  the  theories  wind  up  there,  at  the  one  thing 
that  makes  Silicon  Valley  unlike  Boston,  or  Austin,  or  Seattle,  the 
one  thing  they  can  never  hope  to  copy:  It's  the  weather. 

The  weather  in  the  valley  is  perfect.  Not  temperate,  not  tol- 
erable, not  good.  Perfect.  Month  after  month  after  month  of 
sunny  days,  with  just  enough  breeze  and  humidity  to  keep  your 
skin  happy.  Prelapsarian  weather,  the  stuff  of  Utopian  dreams. 

People  from  elsewhere  think  Californians  are  crazy — or  ter- 
minally superficial — to  go  on  and  on  about  the  weather.  That's 
because  it  has  to  be  lived  to  be  believed,  or  appreciated. 

Zero-point-zero  inches,  read  the  four-month  rain  report  in  the 
local  paper  when  Bart  Kalkstein  moved  to  the  valley  from  Philadel- 
phia in  1995.  Before  then  he'd  never  understood  why  his  Prince- 
ton roommates,  Bay  Area  natives,  wouldn't  shut  up  about  the 


weather.  "When  they  told  me  it  doesn't  rain,"  he  says,  "I  had 
thought  it  doesn't  rain  that  often — you  probably  only  get  a  cou- 
ple of  nights  here  and  there  a  week.  But,  literally,  it  doesn't  rain." 
Now  product  director  of  Sterling  Software's  desktop  integration 
division,  Kalkstein,  27,  grew  up  in  Massachusetts.  He  never  imag- 
ined such  a  thing.  "The  weather  is  by  far  the  most  important" 
influence  on  local  culture,  he  says,  the  key  to  its  energy  and  a  mag- 
net for  youth. 

I  believe  him.  In  1986  I  came  to  California  from  Boston,  a 
city  that  proclaims  itself  "the  Hub  of  the  universe"  yet  seems  eter- 
nally hunkered  down,  hemmed  in  by  clouds,  darkness,  and  nar- 
row streets.  Recalling  elementary  school  history  lessons  as  I 
trudged  to  work  against  a  below- zero  windchill,  I  used  to  won- 
der how  any  Pilgrims  survived  that  first  winter.  I  was  sick  half 
the  time,  and  sleepy  the  rest.  California  made  me  happy,  well, 
and  energetic.  I  could  work  twice  as  hard  with  half  the  effort. 
If  you  want  to  know  why  the  valley  has  supplanted  Boston — 
which  also  has  brains,  money,  and  a  proud  technological  and 
business  heritage — as  the  Hub  of  the  high  tech  universe,  you 
can't  ignore  the  weather. 

"There's  nothing  more  depressing  than  being  in  East  Cam- 
bridge on  a  rainy,  cold  spring  day,  looking  out  at  the  river  and 
having  the  wind  blowing.  It's  just  generally  nasty.  It  doesn't  inspire 
you,"  recalls  Tom  Henry,  now  president  and  CEO  of  Quote.com, 
an  Internet  provider  of  financial-market  information  based  in 
Mountain  View,  California.  "Out  here,  the  sky's  crystal  clear.  It 


Aerial  photography  of  San  Francisco  by  Baron  Wolman  and  of  Boston  by 


Seth  Resnick 
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Route  128  mind-set... anticipation... a  mode  of  control 
by  a  central  mind.  It  seeks  to  preserve  stability. 

The  less  fluctuation,  the  better. 


Postrel 


makes  a  huge  difference.  No  matter  how  bad  your  day 
is,  if  you  look  out  the  window  and  it's  sunny,  it's  pretty 
hard  to  stay  down  for  too  long." 

Silicon  Valley's  perfect  weather  means  you  don't  need  backup 
plans,  just  in  case  it  rains.  It  means  you  don't  resent  spending  a 
beautiful  day  inside  at  work,  because  tomorrow  and  tomorrow 
and  tomorrow  will  be  just  as  gorgeous.  It  means  you  have  more 
energy,  sapped  neither  by  sleep-inducing  clouds  nor  enervat- 
ing heat  and  humidity.  It  means  fewer  days  dragging  into  the 
office  with  a  brain  dulled  by  allergies  and  winter  colds.  It  means 
you  have  more  life. 

But  against  the  beautiful  blue  skies  of  the  valley 
I  sprawl  its  tawny  hills,  their  curves  clearly  visible 
'  beneath  a  bare  wisp  of  foliage.  In  the  dry  land- 
scape of  the  West,  the  earth  is  not  camouflaged  by 
k  trees  and  vines  and  underbrush.  In  the  valley,  the 
■  ground  itself  is  omnipresent. 
W  And,  as  everyone  knows,  it  is  also  unstable. 
On  October  1,  1987,  as  I  was  about  to  step  into 
my  morning  shower,  my  apartment  began  to  shake — just  as  it 
had  once  shaken  when  the  Boston  T  went  by,  rising  on  above- 
ground  tracks  to  cross  the  Charles  River.  But  this  apartment  was 
in  West  Los  Angeles,  where,  I  realized  in  an  adrenaline  spurt, 
there  is  no  train.  The  shaking  clocked  in  at  a  magnitude  5.9. 

Two  years  later,  while  Bay  Area  residents  eagerly  awaited  the 
beginning  of  a  World  Series  game  between  the  Oakland  As  and 
the  San  Francisco  Giants,  the  earth  beneath  them  convulsed  in 
a  7.1  quake.  The  Oakland-San  Francisco  Bay  Bridge  buckled, 
sending  a  50-foot  top  span  crashing  through  the  level  below.  A 
mile-long,  double-deck  section  of  Interstate  880  collapsed,  crush- 
ing more  than  100  vehicles  and  killing  42  people. 

Every  year  on  Yom  Kippur,  Jews  recall  the  people  of  an 
ancient,  unstable  region  of  the  Middle  East,  for  whom  it  was 
prayed  that  "their  houses  not  become  their  graves."  The  prayer 
occurs  in  a  relatively  obscure  part  of  the  service,  a  section  many 
people  skip.  But  in  California,  they  pay  attention.  To  live  in  earth- 
quake country  is  to  know,  way  back  in  the  back  of  your  mind, 
that  your  house,  your  car,  your  office  could — at  any  moment — 
become  your  grave.  All  your  worldly  goods  could  crumble  in  an 
instant.  That,  too,  makes  Silicon  Valley  special. 

"My  wife  and  I  honeymooned  in  San  Francisco,"  says  Art 
Hutchinson,  a  technology-management  consultant  with  North- 
east Consulting  Resources  in  Boston.  "We'd  love  to  live  there — 
except  for  earthquakes.  We're  willing  to  put  up  with  months  and 
months  of  regular  pain,  sort  of  do  our  penance  in  the  dark  and 
cold,  shoveling  snow  on  April  1  in  a  freak  blizzard.  But  the  risk 
of  one  great  whotnp  and  you're  flattened  on  the  880?  No.  ...That 


feels  very  parallel  to  the  risk  profile  that  people  think  about  in 
business.  If  you're  willing  to  move  there,  you've  already  accepted 
a  certain  subliminal  level  of  risk." 

Boston's  winter  is  a  natural  disaster,  but  its  predictability 
changes  everything.  As  Hutchinson  suggests,  New  Englanders 
know  winter  is  coming.  Bad  weather  is  annoying  but  easy  to  plan 
for:  You  build  snow  days  into  the  school  year,  buy  a  car  with  four- 
wheel  drive,  get  used  to  scraping  ice  and  shoveling  snow.  You 
make  sure  you  have  a  coat,  hat,  and  gloves.  Snow,  says 
Hutchinson,  is  no  big  deal:  "You  just  put  on  boots."  Life  has  a 
regular  rhythm. 

Good  weather  plus  earthquakes  creates  an  utterly  different 
environment.  On  a  day-to-day  basis,  you  can  concentrate  on  your 
goals,  with  no  need  for  contingency  plans.  Your  softball  game, 
your  picnic,  your  wedding  won't  be  rained  out.  But  everything 
could  change  in  an  instant.  You  can't  anticipate  earthquakes,  can't 
plan  for  them,  can't  even  predict  when  and  where  they'll  strike. 
Instead  of  providing  the  certainty  of  seasons,  nature  promises 
a  future  of  random  shocks.  All  you  can  do  is  develop  general 
coping  skills  and  resources.  There  is  nothing  familiar  about  the 
aftermath  of  an  earthquake,  and  no  one  survives  it  alone. 

In  his  1988  book,  Searching  for  Safety,  the  late  UC-Berke- 
ley  political  scientist  Aaron  Wildavsky  laid  out  two  alter- 
natives for  dealing  with  risk:  anticipation,  the  static  plan- 
ning that  aspires  to  perfect  foresight,  and  resilience,  the 
dynamic  response  that  relies  on  having  many  margins  of 
adjustment:  "Anticipation  is  a  mode  of  control  by  a  central 
mind;  efforts  are  made  to  predict  and  prevent  potential 
dangers  before  damage  is  done.  Forbidding  the  sale  of  cer- 
tain medical  drugs  is  an  anticipatory  measure.  Resilience  is  the 
capacity  to  cope  with  unanticipated  dangers  after  they  have 
become  manifest,  learning  to  bounce  back.  An  innovative  bio- 
medical industry  that  creates  new  drugs  for  new  diseases  is  a 
resilient  device. ...Anticipation  seeks  to  preserve  stability:  the  less 
fluctuation,  the  better.  Resilience  accommodates  variability;  one 
may  not  do  so  well  in  good  times  but  learn  to  persist  in  the  bad." 

Here,  then,  is  the  basic  difference  between  the  valley  and  the 
Hub:  Viewing  the  world  as  predictable  and  itself  as  the  center  of 
the  universe,  Boston  has  encouraged  strategies  of  anticipation. 
People  try  to  imagine  everything  that  might  go  wrong  and  fix  it 
in  advance.  But  in  Silicon  Valley,  there  are  no  certainties.  The 
future  is  open  and  subject  to  upheaval.  Resilience  is  the  strategy 
of  choice.  People  do  the  best  they  can  at  the  moment,  deal  with 
problems  as  they  arise,  and  develop  networks  to  help  them  out. 

The  positive  side  of  anticipation  is  that  it  encourages  imag- 
ination and  deep  thought,  the  stuff  of  intellectual  life.  And  it 
is  good  at  eliminating  known  risks.  It  can  build  confidence, 
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appropriate  in  a  city  whose  leading  business  manages  the  life 
savings  of  America's  middle  class.  "Just  look  at  the  name:  Fidelity," 
says  Hutchinson.  "Rock  solid,  New  England."  Building  Fidelity 
Investments  meant  not  just  hiring  good  fund  managers  but  get- 
ting customers  to  trust  impersonal  computers,  phones,  and  cus- 
tomer-service systems  as  they'd  once  trusted  the  neighborhood 
banker.  Anticipation  makes  such  systems  reliable. 

But  anticipation  doesn't  work  when  the  world  changes  rapidly, 
and  in  unexpected  ways.  It  encourages  two  types  of  error:  hubris- 
tic  central  planning  and  overcaution.  To  find  the  former,  there 
is  no  better  source  than  old  copies  of  the  Harvard  Business 
Review,  where  industrial  policy  gurus  once  plied  their  trade. 


"Most  experts  believe  that  without  deep  changes  in  both  indus- 
try behavior  and  government  policy,  U.S.  microelectronics  will 
be  reduced  to  permanent,  decisive  inferiority  within  ten  years," 
wrote  Massachusetts  Institute  of  Technology's  Charles  H.  Fer- 
guson in  a  famous  1988  article.  Who  were  the  experts?  "A  wide 
number  of  university  researchers  and  senior  personnel  of  my 
acquaintance  in  the  U.S.  Defense  Department,  the  CIA,  the  Na- 
tional Security  Agency,  the  National  Science  Foundation,  and 
most  major  U.S.  semiconductor,  computer,  and  electronic  capi- 
tal equipment  producers.  My  conclusion,  after  meetings  with 
groups  in  the  U.S.  Defense  Science  Board,  the  White  House 
Science  Council,  and  others,  is  that  only  economists  moved  by 
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In  1986,  Jerry  Yang  made  the  short  trip 
from  his  home  in  San  Jose,  California,  to 
Stanford  University  where  he  was  enrolled 
as  an  undergraduate.  At  first  he  thought  he 
might  study  liberal  arts.  "I  had  fantasized 
about  becoming  a  history  or  econ 
major,"  he  says.  Yang,  however, 
quickly  became  caught  in  the 
"entrepreneurial  lore"  of  the 
place,  a  place  where  electrical 
engineers  are  almost  expected 
to  go  on  and  start  their  own  com 
panies.  By  the  1990s,  liberal  arts  was  long 
gone,  and  Yang  had  founded  Yahoo,  the  suc- 
cessful Internet  directory. 

Yang  and  Yahoo's  ties  to  Stanford  are  not 
unusual.  In  fact,  it  is  almost  impossible  to 
name  a  leading-edge  company  in  Silicon  Val- 
ley that  isn't  closely  associated  with  Stanford: 
$4.1  billion  Cisco  Systems,  $2.9  billion  Sili- 
con Graphics,  and  $7. 1  billion  Sun  Microsys- 
tems were  all  started  by  Stanford  professors 
or  administrators.  Such  new  kids  on  the 
block  as  Netscape  Communications  and 
Rambus  also  have  close  ties  to  the  university. 

To  draw  up  a  similar  list  of  companies 
that  have  come  from  the  hallowed  halls  of 
the  East's  best  engineering  school,  Massa- 
chusetts Institute  of  Technology,  is  not  pos- 
sible. (A  1996  study  from  BankBoston  tried 
to  do  just  this  by  linking  such  powerhouses 
as  HP  and  Intel  to  the  school.  By  all 
accounts,  however,  these  companies  have 
much  closer  ties  to  Stanford.) 


MIT's  runner-up  role  in  promoting 
entrepreneurship  was  never  supposed  to  be. 
In  1861  William  Barton  Rogers  founded 
MIT  as  a  place  to  "respect  the  dignity  of  use- 
ful work."  Early  on  it  had  close  ties  to 
industrialists  such  as  Thomas  Edi- 
son and  Alexander  Graham 
Bell.  Long  before  Stanford 
became  a  player,  MIT  had  an 
established  track  record  of 
turning  research  into  practical 
applications.  Even  MIT  Professor 
Vannevar  Bush,  founder  of  what  became 
Raytheon,  taught  the  father  of  Silicon  Val- 
ley, Fred  Terman,  how  and  why  to  establish 
close  ties  to  industry. 

MIT's  and  Stanford's  different 
attitudes  toward  entrepre- 
neurism  can  be  traced  to  Ter- 
man, an  MIT  graduate  himself. 
When  Terman  became  an  elec- 
trical engineering  professor  at 
Stanford  in  the  1920s,  he  almost 
immediately  set  about  blowing  open  the 
doors  to  the  ivory  tower.  He  had  to — his 
engineering  graduates  needed  local  jobs,  and 
that  meant  attracting  companies  to  the  area. 

Terman  was  the  one  who  introduced 
the  key  founders  of  Varian  Associates,  now 
a  $1.6  billion  company,  which  did  ground- 
breaking work  in  radar  and  microwave  tech- 
nology. Terman  also  brought  two  of  his  stu- 
dents together,  William  Hewlett  and  David 
Packard,  who  later  started  HP  in  a  Palo  Alto 


garage.  Terman  even  encouraged  William 
Shockley,  co-inventor  of  the  transistor,  to 
come  to  Palo  Alto.  (He  joined  Stanford's  fac- 
ulty in  1963.)  Without  a  Terman,  MIT 
remained  supportive  of  entrepreneurship, 
but  did  little  to  actively  foster  it. 

Stanford,  on  the  other  hand,  did.  It  cre- 
ated a  licensing  office  that  was  a  marketer, 
not  just  a  straight  patent  office.  The  office 
actively  pursued  discoveries,  then  marketed 
them  to  interested  companies  and  collected 
royalties.  MIT  liked  what  it  saw  and  wanted 
to  change.  "We  were  doing  licensing  very, 
very  badly,"  says  Lita  Nelsen,  director  of 
MIT's  technology  licensing  office.  The  office 
borrowed  Niels  Reimers,  the  brains  behind 
the  marketing  model  at  Stanford, 
while  he  was  on  a  year  sab- 
batical. The  result?  Twenty 
million  dollars  in  royalties  last 
year,  but  still  a  far  cry  from 
Stanford's  $43  million. 

Likewise  MIT's  Sloan  Busi- 
ness School  is  taking  a  lesson  from  Stanford's 
business  school,  which  has  long  offered 
classes  and  programs  on  entrepreneurship. 
"I  was  tired  of  telling  graduates  interested  in 
entrepreneurism  we  didn't  have  anything  for 
them,"  says  MIT  business  professor  Edward 
Roberts,  who  started  the  Entrepreneurship 
Center  at  the  Sloan  School  in  1994. 

Such  institutional  changes,  says  MIT's 
Lita  Nelsen,  quickly  multiply.  "You  can  see  a 
culture  change,"  she  says.  — Eric  W.  Pfeiffer 
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Silicon  Valley  mind-set. ..resilience...the  capacity 


to  cope  with  unanticipated  dangers  after  they 

have  become  manifest,  learning  to  bounce  back. 


Postrel 


the  invisible  hand  have  failed  to  apprehend  the  prob- 
lem." Ferguson  and  his  mandarin  contacts  anticipated 
disaster  and  demanded  industrial  policy  because  their  imaginations 
failed  them.  They  didn't  envision  an  industry  driven  not  by  DRAM 
making  but  by  microprocessors,  software,  and  networks. 

To  anticipate  is  to  worry:  Mandarins  worry  and  propose  dra- 
matic plans  to  fight  their  fears.  Regular  businessfolks  worry  and 
fail  to  act.  Consider  the  eternal  bug  fight.  Anticipation  says  you 
should  try  to  get  all  the  bugs  out  of  a  product  before  launching 
it:  zero  tolerance  for  error.  When  Quote.com's  Tom  Henry  talks 
to  his  old  colleagues  at  BayBanks  in  Boston  (now  merged  to  form 
BankBoston),  he  can  hardly  believe  what  they  tell  him:  "They're 
still  trying  to  get  out  home  banking — and  this  is  15  years  later. 
Holy  smokes!  In  what  other  business  could  you  wait  15  years 
to  get  a  service  out?"  But  no  one  wants  to  make  a  mistake. 

Kimbo  Mundy,  now  president  and  CEO  of  Bidder's  Edge,  a 
Wellesley,  Massachusetts,  startup  developing  a  Web-based  venue 
to  provide  information,  tools,  services,  and  contacts  to  the  online 
auction  market,  spent  12/4  years  at  Interleaf,  first  in  Cambridge, 
then  in  Waltham.  He  is  proud  of  the  work  he  and  his  colleagues 
did  there,  solving  difficult  programming  problems.  His  intellec- 
tual side  considers  the  Silicon  Valley  approach  to  software  super- 
ficial. But,  from  a  practical  point  of  view, 
it  makes  sense.  "Being  a  little  bit  more 
superficial,  slapping  something  out  there 
just  to  get  it  done  and  be  able  to  make 
noise  about  it  is  actually  the  way  you 
should  develop  software,"  he  says.  "The 
hardest  thing  is  to  just  get  the  customers' 
attention  in  the  first  place.  Once  you  get 
their  attention — as  long  as  you  haven't 
pissed  them  off — you  can  then  do  release 
after  release  and,  like  Microsoft,  by  the 
time  you  get  to  release  3,  you  actually  have 
a  product." 

Indeed,  trying  to  identify  and  antici- 
pate every  bug — and  to  make  the  pro- 
gramming as  elegant  as  possible — under- 
cut Interleaf's  technical  achievement  by 
limiting  its  market.  "We  had  a  product  that 
was  the  best  electronic  publishing  prod- 
uct that  could  be  had  in  the  mid-'80s," 
recalls  Mundy.  "It  did  things  that  the  intel- 
lectuals of  the  time,  like  Brian  Reid  who 
did  Scribe  [a  text  editing  system]  at 
[Carnegie  Mellon  University],  said  couldn't  be  done.  We  were  a 
WYSIWYG  system  with  all  sorts  of  fancy  formatting.  And  we  sat 
on  that  product  for  a  year  cranking  bugs  out  of  it. ...That  was 
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Valley  High  Silicon  Valley's  ample  venture 
capital  provides  fuel  for  startups.  Boston 
remains  a  distant  second,  while  VC  funding 
has  only  just  begun  in  other  regions. 


right  about  the  time  that  Frame  Technology  came  out  and  started 
to  eat  our  lunch." 

rame,  a  San  Jose  company  now  part  of  Adobe  Sys- 
tems, also  had  another  advantage:  It  used  the  Sun 
Microsystems  user  interface,  while  Interleaf  insisted 
on  its  own.  The  do-it-all-yourself  approach,  which 
makes  anticipation  and  control  easier,  is  the  touch- 
stone characteristic  of  Boston's  high  tech  community, 
reflected  in  proprietary  systems  and  company-man 
loyalty.  Boston  traditionally  keeps  everything  within 
the  same  box.  By  contrast,  the  West  Coast  industry  is  built 
on  open  systems  and  professional  mobility,  both  of  which 
enhance  resilience. 

"The  minicomputer  generation  was  all  about  proprietary 
franchises,  proprietary  operating  systems  and  architectures,  and 
trying  to  corral  the  customers  into  believing  that  they  could 
only  do  their  work  with  one  person's  hardware,"  notes  Tom 
Henry.  Ten  years  ago,  he  was  working  at  Prime  Computer  (now 
Computervision)  in  Bedford,  Massachusetts,  and  suddenly  real- 
ized, "I  gotta  get  out  of  here,  because  hardware  is  going  to 
become  a  commodity."  He  left  to  sell  banking  systems  for  a 
financial  software  company  in  Cam- 
bridge. Today,  he's  in  a  Silicon  Valley  busi- 
ness built  on  partnerships,  specialization, 
and  resilience.  An  Internet-based  service, 
Quote.com  isn't  tied  to  any  particular 
hardware  or  network.  It  integrates  finan- 
cial news  and  research  from  a  bunch  of 
different  partners  and  delivers  it  through 
still  others,  as  well  as  through  its  own  site. 
For  its  part,  Quote.com  provides  one-stop 
shopping  and  a  software-based  editorial 
filter,  organizing  and  selecting  content  with 
the  habits  of  "serious  investors"  in  mind. 

"Our  vision  is  you  build  a  fabric  of 
partnerships  and  it's  a  lot  more  resilient 
to  changes  in  the  business,"  says  Henry.  "On 
the  East  Coast,  there's  still  the  percep- 
tion— the  dying  perception — that,  'Well, 
we  can  do  it  all  on  our  own.  We'll  just 
keep  adding  the  people  and  we'll  develop 
those  core  competencies.' "  A  web  of  part- 
ners provides  more  "sources  of  field  intel- 
ligence" to  spot  changes  in  the  market- 
place. Partners  from  different  industry  backgrounds  and 
corporate  cultures  offer  a  diversity  of  perspectives  and  ideas  for 
responding  to  new  situations.  It's  also  far  less  painful  to  drop  a 
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"When  people  [in  Silicon  Valley]  are  engaged  with  a 
company,  they  are  passionately  committed  to  it. 
 But  they  can  lose  that  loyalty  on  very  short  notice."  . 
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failing  partner  than  deal  with  a  floundering  division.  For  new 
brands  like  Quote.com,  partnerships  also  offer  a  way  to  build 
credibility  quickly. 

When  exactly  partnerships  make  for 
resilient  companies  is  a  deep  question,  one 
that  goes  to  a  very  basic  puzzle  for  econ- 
omists: Why  are  there  firms?  Why  doesn't 
Tom  Henry  just  operate  Henry.com  and 
contract  for  everything?  Clearly  some 
integration  is  useful,  and  under  some  cir- 
cumstances it  may  even  make  for  corpo- 
rate resilience.  A  century  ago,  meatpack- 
ing innovators  Swift  and  Armour  used 
vertical  integration  to  build  the  resilience 
to  face  uncertainties  of  weather,  animal 
sickness,  transportation  breakdowns,  and 
other  shocks. 

There's  no  question,  however,  that  over 
the  past  few  decades  Silicon  Valley's  open 
systems  have  proved  more  resilient  than 
the  old  proprietary  boxes.  Venture  capi- 
talist Paul  Koontz  of  Foundation  Capital 
in  Menlo  Park  points  to  Sun  as  the  model: 
It  started  with  off-the-shelf  components 
and  a  public  domain  operating  system, 
and  it  developed  networking  standards 
that  allowed  computers  from  many  different  manufacturers  to 
swap  files.  "What  a  wild  concept  in  the  computer  business  back 
in  the  early  days,"  says  Koontz.  But,  he  notes,  "it  was  very  com- 
fortable for  companies  out  here  to  think  that  way." 

The  contrast  between  Sun  and  Apollo  Computer,  its  onetime 
rival  in  the  workstation  market,  comes  up  again  and  again  in 
these  discussions.  Apollo,  which  was  based  in  Chelmsford,  Mass- 
achusetts, built  a  traditional  proprietary  system  and  an  equally 
traditional  corporate  culture.  In  a  1987  Wall  Street  Journal  fea- 
ture, Apollo  chairman  Thomas  Vanderslice  dismissed  Sun's  play- 
ful atmosphere  with  a  contemptuous  cliche:  "In  this  country, 
everything  loose  rolls  to  the  West  Coast." 

While  Sun  was  slashing  prices  and  going  after  every  mar- 
ket that  would  have  it,  Apollo  took  a  more  cautious  approach. 
"I'd  like  to  consider  ourselves  good  businessmen,"  Apollo  pres- 
ident Roland  Pampel  told  High  Technology  Business  in  1987.  "If 
we're  going  to  go  into  a  market,  I'd  hope  that  we  would  know 
how  we're  going  to  support  it."  Such  careful  anticipation  had 
already  made  Apollo  vulnerable  to  shocks,  however:  A  1984 
slowdown  in  the  semiconductor  business,  its  base  market,  sent 
it  scrambling  to  develop  new  customers — at  the  very  time  Sun 
was  making  inroads  with  its  cheaper,  Unix-based  machines. 
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Well  Connected  Silicon  Valley's  555,000 
Internet  computer  connections  more  than 
double  the  number  in  Boston  and  dwarf 
those  in  all  other  high  tech  regions. 


Eventually,  Apollo,  too,  had  to  cut  prices  and  adopt  Unix.  But  it 
still  wound  up  in  a  downward  spiral  and  was  eventually  acquired 
by  Hewlett-Packard.  In  a  rapidly  changing  technology  envi- 
ronment, Apollo  was  never  able  to  turn 
its  desired  "image  of  solid,  long-term  reli- 
ability," as  the  Journal  summarized  its 
1987  strategy,  into  something  for  which 
customers  would  pay  a  premium. 

Sun's  initial  strategy  of  off-the-shelf 
components,  by  contrast,  allowed  it  to 
quickly  incorporate  technical  advances, 
rapidly  improving  its  price/performance 
ratio  in  its  early  days.  And,  echoing  Wil- 
davsky's  notion  that  resilience  "accommo- 
dates variability;  one  may  not  do  so  well 
in  good  times  but  learn  to  persist  in  the 
bad,"  CEO  Scott  McNealy  emphasizes  that 
the  company's  use  of  open  interfaces  gives 
other  companies  a  stake  in  its  success.  Sun 
foregoes  a  chance  to  control  the  whole 
market — the  ultimate  goal  of  a  strategy  of 
anticipation — in  exchange  for  spreading 
the  risk  and,  of  course,  the  reward. 

Resilience,  however,  is  less  a  guarantee 
of  corporate  success  than  it  is  a  way  of 
reducing  the  risk  for  individual  careers 
and  the  regional  economy.  A  strategy  of  resilience  means  not  that 
companies  won't  fail  but  that  resources — including  human 
resources — are  more  likely  to  move  to  better  uses  more  quickly, 
with  less  trauma.  Indeed,  the  willingness  to  abandon  losing  pro- 
jects is  fundamental.  The  idea  is  to  adjust  quickly,  on  a  small 
scale,  rather  than  all  at  once:  to  be  like  grass  bending  before 
the  wind,  then  springing  back,  rather  than  a  solid  oak  that  comes 
crashing  down  in  a  storm.  In  a  resilient  economy,  employees  have 
choices,  and  they  move  around. 

ob-hopping  is  inevitably  what  Easterners  single  out  as 
Silicon  Valley's  most  distinctive  cultural  trait.  Employ- 
ees there,  notes  Foundation  Capital's  Koontz,  offer  com- 
panies "transient  loyalty":  "When  people  are  engaged 
with  a  company,  they  are  passionately  committed  to  it — 
as  opposed  to  obligingly  committed,  as  one  might  have 
been  in  a  30-year  career  at  IBM."  Inspired,  they  put  their 
lives  on  hold  and  focus  all  their  energies  on  their  work. 
"Having  said  that,"  Koontz  cautions,  "people  have  demon- 
strated an  ability  to  magically  lose  that  loyalty  on  very  short 
notice  and  go  and  rev  up  an  equally  passionate  commitment 
to  somebody  else."  For  the  valley's  mobile  professionals,  ►  94 
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900  NUMBERS:  A  BUSINESS  TOOL  MADE  FOR  CUSTOMERS 


ior  software  company  Intuit, 
900  service  proved  to  be  an  effective, 
cost-saving  and  innovative  solution.The 


company's  QuickBooks  accounting  soft- 
ware for  small  businesses  had  be<  ome 
a  success,  but  with  it  came  an  unexpect- 
ed problem:The  volume  of  calls  to  the 
Intuit  help  desk  overwhelmed  the  staff, 
lengthening  the  time  customers  spent 
waiting  for  assistance.  "For  our  small- 
business  users,  time  is  very  expensive," 
says  QuickBooks  product  manager 
Karen  Sergeant,  "We  conducted  cus- 
tomer research  and  learned  that  our 
QuickBooks  users  wanted  fast,  reliable 
service  —  and  didn't  want  to  spend 
time  holding  on  a  long-distance  call." 

The  solution  for  Intuit  —  as  for  an 
increasing  number  of  businesses,  banks, 
nonprofit  organizations  and  even  gov- 
ernment agencies  —  was  to  use  AT&T's 
pay-per-call  service.  With  it,  callers  have 
the  option  to  pay  for  technical  support 
as  needed,  and  Intuit  can  use  the  rev- 
enue from  fees  to  enhance  the  quality 
and  convenience  of  its  help  desk  "We 
decided  to  double  the  number  of  our 
service  specialists  and  share  the  cost 
with  customers  by  imposing  a  fee 


for  calls  after  the  first  30  days,"  says 
Sergeant.  "Hold  times  have  been 
reduced,"  and  customer  satisfaction  has 
been  enhanced. 

Once  the  province  of  niche  prod- 
ucts, 900  services  have  roared  into 
popularity  in  the  last  few  years  as  a 
legitimate  business  tool.  A  900  number 
can  enable  a  company  to  provide 
superior  customer  support,  create 
marketing  programs  or  raise  funds  — 


the  caller's  monthly  phone  bill,  both 
functions  are  handled  directly  by  AT&T. 
For  their  part,  customers  benefit  from 
immediate  service  and  ease  of  payment 
no  separate  bills,  no  checks  to  send,  no 
credit  cards. 

The  possibilities  for  using  AT&T 
900  Services  are  by  no  means  limited 
to  technical  support.  When  Nintendo 
game  players  want  tips  on  how  to  get 
around  a  nettlesome  obstacle,  they 


//     A  900  number  can  enable  a 
/ /  company  to  provide  superior  customer 
11        support,  create  marketing  programs 

>\   or  raise  funds -all  at  modest  fees. 


all  at  modest  fees  and  in  formats 
tailored  to  the  sponsor's  needs.  Besides 
generating  income,  AT&T  900 
Services  spare  the  company  from 
billing  and  collecting  the  fees.  Since 
the  charge  automatically  appears  on 


900  Service;  Tailor-Made  for  Your  Business 


Experience  shows  that  customers  are  willing  to  pay  for  valuable  information  and  services 
through  900  numbers,  and  businesses  are  using  them  to  offer  a  surprising  range  of 
services,  including  instant  technical  support,  marketing  and  promotions,  lottery  services 
and  call-in  polls.  As  pay-per-call  900  services  expand  in  popularity,  AT&T  offers  these  tips: 

•Make  it  useful.  Callers  will  dial  a  900  number  if  it  provides  something  they  want, 
need  or  enjoy. 

•Be  up  front  about  the  costs.  And  keep  in  mind  that  callers  tend  to  prefer  flat-fee  or 

"capped"  fee  structures. 

•Measure  customer  satisfaction  by  conducting  surveys  with  900  callers. 

Since  companies  vary,  AT&T  provides  flexible,  more  effective  900  programs  with  value- 
added  options  and  features  including: 

•AT&T  Vari-A-Bill  makes  it  easy  to  provide  different  services  to  callers  at  different 
rates,  all  through  the  same  900  number. 

•AT&T  Interactor  Service  offers  volume  discounts  for  companies  anticipating  high 
900  usage. 

•AT&T  Express900  Service  is  streamlined  to  provide  a  low-cost,  low-risk  way  to  test 
the  power  of  a  pay-per-call  service  using  existing  phone  lines. 

To  learn  more,  call  1-800-655-1366,  ext.  668,  or  visit  our  Web  site: 
http//www.att.com/business/900services. 


□  l 


all  within 


our 


reach 


can  call  a  toll-free  number  or  they  can 
call  the  Game  Play  Counselor  Hot 
Line  (900-288-0707),  where  for  a 
$  1 .50-per-minute  charge,  an  expert 
will  guide  them  through  their  problem. 

In  the  competitive  arena  of  fund- 
raising,  some  organizations  are  finding 
a  900  number  is  an  unparalleled  tool 
for  attracting  pledges  during  a  drive  — 
and  collecting  them. 

The  Ronald  McDonald  House 
Charities,  which  provide  temporary 
residences  for  families  of  children 
being  treated  at  hospitals,  recently 
signed  up  for  a  900  number  to  make 
fund-raising  "fast  and  convenient,"  says 
Marty  Coyne,  director  of  development. 
Callers  can  dial  900-CALL-RMHC  to 
make  a  $  1 5  donation  that  appears  on 
their  telephone  bill  —  without  having 
to  send  in  a  separate  check,  or  rely  on 
a  reminder  mailing. 'We're  always  looking 
for  new  ways  to  raise  money,"  says 
Coyne,  and  AT&T  gave  them  a  winner. 


Lynn  Mornssey  is  a  New  York-based  journalist 
specializing  in  business  and  technology  topics. 

Sponsored    by  AT&T. 
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With  AT&T  900  Service  and  this 
free  book*  you  and  your  customers 


\  come  out  on  top.  They  get  the  help 
they  need,  when  they  need  it,  with  less 
waiting  and  more  reliable  information.  You  get  a 
more  efficient  customer  service  center  and  a  new 
revenue  stream.  Companies  of  all  sizes  have 
It's  all  within  your 
discovered  AT&T  900  Service.  Computer  companies 
use  it  for  tech  support,  banks  for  check  verification  and 
charities  to  collect  donations.  How  ever  you  use  it,  one 
thing's  for  sure:  when  you  service  customers  on  the 
world's  most  powerful  network,  you  really  can't  lose. 

want  to   know  more? 

Call  I  800  843-  0934  or  visit  us  at 
www.att.com/business/900services 

©1997  AT&T  All  rights  reserved.  "Offer  valid  while  supplies  last. 
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&  NORTHERN  CALIFORNIA" 


RegIS  McKefina  Chairman  of  the  consultinvfirm  The  McKenna  Group,  Palo  Alto,  California 


Because  they  still  have  the 
greatest  concentration  of 
talent,  capital,  and  startup 
know-how,  Silicon 
Valley  and  Northern 
California  lead  the 
nation  by  a  wide 
margin.  Several  years 
ago,  Forbes  ran  an 
article  saying  that  "if  you 
want  to  find  the  new  entre- 
preneurial company,  look 
where  the  big  corporations 
are  located."  Big  companies 
spin  off  little  ones.  There  are 
more  than  20  billion-dollar 
companies  in  the  Bay  Area 
feeding  the  spin-off  culture. 
In  the  early  '80s  there  were 
fewer  than  10. 

Most  areas,  other  than  the 
valley,  do  not  have  all  the  cri- 
teria needed  for  a  successful 


fermentation  process.  To  wit: 

•  Great  geographic  location: 
In  Silicon  Valley,  it's  easy  to 

meet  and  share  informa- 
tion, as  opposed  to,  say, 
Route  128  in  Boston, 
which  stretches  on  for 
miles  and  miles.  People 
from  Hewlett-Packard, 
Oracle,  Intel,  Netscape,  Cisco, 
and  Novell  can  all  meet 
for  lunch  and  travel  only 
15  minutes. 

•  Broad  technology  base: 
The  valley  has  it  all  from 
medical  and  biotech  to  soft- 
ware and  silicon,  telecommu- 
nications, aerospace,  chemi- 
cal, satellites,  optical,  lasers, 
electronic  instrumentation, 
sensors,  fluidics,  mainframes. 

•  Capital:  There  are  more 
venture  capitalists  and  angels 


per  entrepreneur  than  any 
other  area  in  the  world. 

•  Open  systems:  Silicon 
Valley  has  an  open  environ- 
ment; it  is  quite  easy  to 
access  people  and  busi- 
nesses to  build  relationships 
and  to  learn.  When  Steve 
Jobs  first  started  Apple,  he 
called  on  Dave  Packard,  Bob 
Noyce,  Jerry  Sanders,  and 
others  for  advice. 

•  Start-a-company  culture: 
This  is  a  place  where  every- 
one thinks  and  talks  about 
starting  a  company.  You  can 
take  a  course  on  it  at  the 
University  of  California 

at  Berkeley  or  Stanford 
University. 

I  have  often  said  that 
"Silicon  Valley  is  a  state  of 
mind."  But  it  requires  many 


years  of  infrastructure 
development — venture 
capital,  banks,  patent  attor- 
neys, IPO  experts,  advertis- 
ing agencies,  and  a  talent 
pool  of  people  willing  to 
work  part  time  or  full  time, 
seven  days  a  week.  I  suspect 
that  Microsoft  is  spinning 
that  sort  of  culture  in  the 
Seattle  area.  Also  Compaq  in 
Houston  and  a  number  of 
companies  in  the  Austin 
area.  However,  I  don't  get  the 
same  sort  of  "rush"  when  I 
visit  other  areas  of  the  coun- 
try. Most  visitors  to  Silicon 
Valley  tell  me  the  same 
thing.  Yes,  there  are  good 
and  successful  startups  in  all 
these  other  areas,  but  as  yet 
they  are  the  exception  and 
not  the  rule. 
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Gordon  Bell 

a Former  vit  e 
president 
of  resean  h 
and  develop 
tnent,  Digital  lic]iiipn)enl; 
resides  in  l.os  Alios, 


( aililornia 


Northern  California  is  untouch 
able  in  the  current  information 
technologies.  The  region  draws 
on  talent  from  several  first  rate 
universities,  and  the  role  of  fac- 
ulty in  starting  companies  is  key. 
Research  funding  has  to  result  in 
faculty  based  startup  companies 
that  utilize  the  results  of  the 


Berkeley  receive  roughly  the  same 
federal  research  funding  as  the 
Massachusetts  institute  of  Tech 

nology  and  Harvard,  the  number 
of  startups  that  have  come 
directly  from  faculty  is  much 
higher  in  Northern  (  alifornia, 
I  can  recall  only  three  small  spin 
d//s  by  Mi  l'  faculty  members. 


of  experienced  engineers  and 
marketers  from  larger  companies 
who've  done  it  before  ami  can 
make  the  company  happen. 
Finally,  there  is  little  stigma 
attached  to  past  results  in  North- 
ern (  '.alifornia.  This  promotes 
"do  a  again"  entrepreneurs  versus 

the  "one  strike  tind  you're  out" 


research.  Although  Stanford  ami      Also,  a  region  needs  availability      kind  in  the  Boston  area. 


"In  Silicon  Valley, 
talent  chases 
small  companies. 
Startups  are 


KING 


Everyone  wants  to  be  like  Silicon  Valley,  but  there  is  no  place  like  it.  Other  regions 
don't  have  the  ability  to  go  down  the  street  and  hire  50  or  60  engineers.  The 
banks  in  Northern  California  are  eager  to  work  with  companies.  They  want  to 
open  checking  accounts  and  make  loans.  In 
other  parts  of  the  country,  there  is  more  of 
a  wait-and-see  approach.  In  the  valley,  talent 
chases  small  companies.  Startups  are  king. 


Mark  Jensen 

Managing  part 

net  at  the  i  on 

sidling  In  in 

,\i  thur  Ander 

sen,  San  [ose, 

( lalifoi  hi. i 


"Silicon  Valley  is  the  best,  even 
'  oueh  housine  orices  ai 


Mark  Kvamme  CVX)  of  the  advertising  i  ompany 
CKS  Group,  <  luperl  ino,  California 

eff  Eisenach  l' res  idem  of  the  think  tank  The  Progress  &  Freedom  Foundation,  Washington,  D.C. 

The  New  South  is  number  one.  Take  great  universities,  modern  infrastructure,  reasonable  taxes  and 
regulation,  and  some  of  the  world's  most  innovative  financial  institutions.  Throw  in  massive  immi- 
gration, mostly  from  inside  the  U.S.,  and  add  a  word  hungry.  The  result:  Atlanta,  Charlotte,  and 
the  rest  of  the  New  South  circa  1997.  Much  the  same  can  be  said  for  Arizona,  Texas,  and  Northern 
Virginia.  California  may  be  looking  over  its  shoulders  (or  down  its  nose)  at  these  "redneck"  upstarts,  but  it'll 
soon  be  eating  dust.  The  lesson:  You  can't  tax  and  regulate  your  way  to  victory  in  the  digital  age. 
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Patrick  J.  McGOVem  Chairman  of  the 
I  see  Northern  Cali- 
fornia as  the  number- 
one  high  tech  region 
in  the  country,  fol- 
lowed by  the  Boston 
and  Route  128  circle.  In  the 
Boston  area,  there  is  an  innate 
sense  of  loyalty  to  the  enterprise. 
It  takes  extra  time  and  persuasion 
to  get  people  to  leave  a  company 


media  company  International  Data  Group,  Boston,  Massachusetts 

and  join  another.  As  a  conse-  form  a  new  company  is  consid- 

quence,  enterprises  are  more  sta-  ered  heroic,  rather  than  disloyal, 

ble,  and  personnel  turnover  in  and  personnel  turnover  rates  are 

high  tech  companies  tends  to  be  often  in  excess  of  20%  a  year.  To 

under  10%  a  year.  In  contrast,  in  acquire  greater  personnel  stability 

Northern  California  people  are  is  one  of  the  reasons  companies 

almost  embarrassed  to  say  they  founded  in  Northern  California 

have  been  working  for  the  same  expand  operations  to  Texas,  the 

company  for  more  than  three  Mountain  Region,  the  Northwest, 

years.  In  Silicon  Valley,  leaving  to  and  Boston. 


ASING" 


|eff  Christian  Headhunted  CEO  of  Christian  and  Timbers,  Cleveland,  Ohio 

Boston  is  decreasing  on  the  hot  list.  Our  firm  anticipates 
that  it  will  decline  from  number  two  to  the  three  or  four 
spot.  Although  Boston  is  a  town  with  a  lot  of  fast-growth 
companies,  it  is  still  in  the  Northeast.  Our  aging  baby 
boomers  want  the  sun. 


i  DOWN" 


Ruthann  Quindien  Venture  capitalist,  Institutional  Venture  Partners,  Menlo  Park,  California 

If  you  look  at  the  numbers,  Silicon  Valley  is  outstrip- 
ping Boston.  The  center  of  gravity  is  moving  increas- 
ingly to  Silicon  Valley.  It's  shocking,  the  amount  of 
deals  done  here  as  compared  to  there.  Boston  is 
definitely  moving  down. 
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Alexander  President  of  the  public  relations  company  Alexander  Communications,  San  Francisco,  California 

We  think  the  Northwest  (Seattle,  Portland)  has 
significant  growth  opportunities,  especially  since  many 
ex-execs  at  Microsoft  have  become  "angel"  investors. 
Also,  venture  capital  firms  are  budding  there-taking 
advantage  of  Japanese  business  in  the  area. 


Joel  Kotkin  Fellow  at  the  Institute  for  Public  Policy  at  Pepperdine  University,  Malibu,  California 

Northern  California, 


The  Northwest  is  the 
darling  of  the  reporter 
caste,  perhaps  because 


it's  the  ultimate  wet 
dream  of  the  white 
race.  Liberals  love 
places  like  Redmond — 
where  you  can  be 
sympathetic  to  "people 
of  color"  because  there 
are  so  few  of  them. 
The  area  has  a  nascent 
venture  capital  indus- 
try and  strong  tech 
sector,  but  it's  very 
small  compared  to 


L.A.,  and  New  Eng- 
land, according  to 
surveys  by  publisher 
CorpTech.  It's  a  case 
of  a  smallish  area  with 
middling  industry,  so 
it  looks  bigger  than  it 
is.  University-wise,  it's 
very  second-rate,  par- 
ticularly compared  to 
L.A.,  Boston,  and  even 
New  York  City. 


Nevertheless,  the 
Northwest  has  many 
good  support  systems 
for  entrepreneurs.  The 
newspapers  are  essen- 
tially recyclers  of  press 
releases  for  the  all- 
powerful  "BMW" 
interests — Boeing, 
Microsoft,  Weyer- 
haeuser. But  the 
supportive  culture 
encourages  people. 


It  seems  particularly 
good  for  people  who 
want  to  work  for  a  big 
company — not  the 
kind  of  "rip  out  your 
throat"  environment 
you  find  in  Silicon 
Valley,  Hollywood, 
or  Manhattan.  Paul 
Allen  and  Bill  Gates 
may  be  all  the  venture 
capital  this  area  will 
ever  need. 


WILD" 


Philip  M.  BurgeSS  Columnist  and  president  of  the  think  tank 
Center  for  the  New  West,  Denver,  Colorado 

With  companies  such  as  Intel,  Microsoft,  and  Boeing,  Oregon  and  Washing- 
ton are  information  age  front-runners.  Each  also  provides  a  "mild  and 
wild"  lifestyle  that  is  appealing  to  the  knowledge  workers  who  make  the 
new  economy  work.  Both  have  an  excellent  climate  for  entrepreneurs 
and  have  the  capital  and  intellectual  resources  to  drive  future  growth. 
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In  Southern  California,  the  convergence  of  entertainment  and  technology  opens  up  funding  opportunities 
from  the  entertainment  industry.  We  see  this  happening  with  Spielberg  and  others  like  him.  Plus,  resources — 
office  space,  living  space — aren't  as  overburdened  as  they  are  in  Northern  California.  Incubators  such  as 
Idealab  are  hiring  graduates  from  universities  such  as  California  Institute  of  Technology.  By  the  end  of  1997, 
Idealab  will  have  launched  28-plus  companies,  with  the  majority  of  them  based  in  Southern  California.  Also, 
San  Diego  is  very  supportive  of  the  technology  community.  Lee  Stein,  CEO  of  First  Virtual  Holdings,  an 
online  commerce  company,  was  named  a  finalist  for  San  Diego's  entrepreneur  of  the  year.  — Pam  Alexander 


"Los  Angeles 


While  some  people  are  still  wondering  about  the 
California  "recovery,"  it  is  clear  that  Southern 
California  has  not  only  recovered,  it  has  trans- 
formed itself.  Southern  California  is  now  the 
lation's  800-pound  gorilla.  The  economic  down- 
turn earlier  in  this  decade  only  camouflaged  a 
transformation  of  a  defense-oriented  aerospace 
economy  into  the  world's  leading  21st-century 
economy,  fed  by  computers,  software,  multimedia, 
ind  entertainment.  Southern  California  has  it  all: 
money,  people,  talent,  networks,  a  culture  of 
'project  management,"  virtual  organizations  in 
the  moviemaking  business,  and  connections  to 
global  markets-the  whole  nine  yards.  Los  Angeles 
ivill  be  to  the  21st  century  what  Amsterdam  was 
to  the  17th,  Paris  to  the  18th,  London  to  the 
19th,  and  New  York  to  the  20th:  the  world's 
)remier  global  city.       —Philip  M.  Burgess 


Sandy  Robertson  Venture  capitalist,  chairman,  Robertson, 
Stephens  &  Company,  San  Francisco,  California 

"Reporters  hate  L.A.  It's  enough  to 

'eH 


Southern  California  is  the  most  under- 
rated region  in  the  country.  Irvine,  in 
particular,  is  a  super  high  tech  hotbed. 
The  L.A.  area  has  one  of  the  highest 
startup  rates  of  any  of  the  major  cities. 
San  Diego  and  Orange  County  are  even 
higher  and  have  fewer  problems.  The 
most  recent  survey  by  the  Carronade 
Group,  the  Internet  and  book  publishing 
arm  of  the  San  Francisco  consulting 
firm  Liquid  Mercury,  shows  that  the  L.A. 
area  has  almost  the  same  number  of 
interactive  companies  as  Northern  Cali- 
fornia. It  also  has  more  than  New  York. 


So,  at  best  it's  a  wash  between  the  two 
California  regions.  But  L.A.  is  hardly 
the  digital  desert  that  most  Bay  Areans 
think  it  is.  The  convergence  between  the 
"hard"  side  of  high  tech  and  the  cultur- 
ally oriented  "soft"  side  is  taking  place 
here  more  than  anywhere  else.  L.A. 
thrives  by  being  oblivious.  Reporters, 
investment  bankers,  McKinsey  types 
hate  the  place.  Maybe  that's  one  of  the 
nicest  things  you  can  say  about  an  area. 
It's  enough  to  make  you  appreciate  the 
Hollywood  toupee  set. 

— Joel  Kotkin 
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The  New  South  (Atlanta,  Raleigh,  Durham, 
Chapel  Hill,  Charlotte)  is  on  our  agency's  list 
because  a  recent  Price  Waterhouse  survey 
reported  that  in  the  third  quarter  of  1996  the 
Southeast  was  second  only  to  Silicon  Valley  in 
terms  of  venture  capital  invested.  It's  where 
most  of  Southern  California's  talent  has  migrated. 
Why?  Thriving  economies,  low  cost  of  living, 


and  plenty  of  investment  from  larger  corpora- 
tions. Also,  a  new  study  by  the  American  Elec- 
tronics Association  found  that  Florida,  Virginia, 
Georgia,  and  North  Carolina  are  among  the 
nation's  top  15  states  in  high  tech  jobs.  Coopers 
&  Lybrand  ranked  Florida  third  in  communi- 
cation deals  and  Georgia  fourth  in  software 
deals  in  1996.  — Pam  Alexander 


Wannabe" 


The  New  South  is  a  huge  area.  Atlanta  has  the  most  high  tech  by  numbers,  but  concentrations  are  more 
intense  in  Raleigh-Durham.  Raleigh-Durham  is  a  classic  Silicon  Valley  wannabe.  It  has  fewer  high  tech  workers 
or  companies  than  much-ignored  Orange  County.  Nevertheless,  the  region  is  making  a  conscious  shift  from  a 
high  tech  branch  office  to  something  more  entrepreneurial.  Watch  out  for  companies  like  Haht  Software  to 
emerge,  along  with  already  large  local  firms  such  as  Quintiles  Transnational  and  SAS  Institute.  Big  factor:  huge 
emigration  of  Northeastern  companies,  particularly  from  upstate  New  York.  They  call  the  city  of  Cary,  the  area 
in  the  heart  of  the  high  tech  triangle,  "Containment  Area  for  Relocated  Yankees."  —Joel  Kotkin 


"The  real  high  tech  cluster 
is  in  Dallas,  but  Austin  is  th 


Mark  Tebbe  President  of  the  management  consulting  firm 
Lante  Corporation,  Chicago,  Illinois 

Texas  (Houston,  Dallas,  Austin)  is 
at  the  top  of  my  list  because  its 
resources  in  higher  education  and 
infrastructure  have  been  underrated.  Austin 
is  really  booming  again,  thanks  to  the 
banks,  financial  backing,  and  great  feed- 
back from  the  universities. 


Texans  will  no  doubt  give  Golden  Staters  the  strongest 
run  for  their  money.  The  state  has  a  growing,  local 
venture  community,  good  business  climate,  and 
improving  universities.  Austin  is  the  media  darlin,  but 
the  real  high  tech  cluster  is  in  the  Dallas  area.  It's  not 
much  of  a  factor  in  multimedia — more  engineering 
oriented.  But  some  Texas  multimedia  companies  are 
writing  code  for  California,  such  as  7th  Level.  In  1996 
a  Vermont  marketing  company  ranked  Dallas  and 
Houston  as  having  some  of  the  highest  startup  rates 
of  major  U.S.  cities.  — Joel  Kotkin 
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MIDWEST 


The  West/Midwest  (Chicago,  Minneapolis,  Kansas  City,  Omaha) 
is  moving  up  fast.  Exciting  activity  is  happening  in  a  region  that 
some  were  too  quick  to  write  off  several  years  ago.  This  is  a 
region  with  several  outstanding  universities,  some  of  the  best 
transportation  and  communications  infrastructures,  and  some 
strong  computer  and  software  companies,  especially  in  areas 
of  the  Great  Plains  like  Minneapolis,  Omaha,  Sioux  Falls,  South 
Dakota,  and  Grand  Forks,  North  Dakota-the  location  of  the 
world-class  Center  for  Aerospace  Sciences.  —Philip  M.  Burgess 


"The  headquarters 
of  the  nation's  telecom  and  cable 

MOO  NTAI N 

REGION" 

From  a  technology  growth  perspective,  the  Mountain  Region  (Denver, 
Salt  Lake  City/Ogden/Provo,  Boise)  continues  to  outshine  all  other 
regions.  With  high  marks  for  technology-based  entrepreneurism 
in  computers,  storage  devices,  and  medical  and  environmental 
technology,  this  regions  growing  economic  diversity  and  high  quality 
of  life,  a  magnet  for  talent,  bode  well  for  the  future.  The  region  is  also 
headquarters  to  some  of  the  nations  telecom  and  cable  TV  giants 
such  as  US  West,  TCI,  and )ones  International.  Utah's  Wasatch  Front 
region  is  about  to  benefit  from  an  investment  boom  in  telecom  and 
other  infrastructure  as  it  prepares  to  host  the  2002  Winter  Olympic 
Games,  the  first  ever  in  the  America,  !  Rockies. 

-  -Philip  M.  Burgess 


"Minneapolis 
has  some 
appeal,  but  how 
many  people 
want  to  move 
&  jj*^  that's 

ZERO?" 

Chicago,  according  to  economic 
consulting  firm  Regional  Financial 
Associates,  is  the  fourth-largest  high 
tech  job  center  in  the  country.  Like 
L.A.,  the  high  tech  sector  gets  lost 
because  the  economy  is  so  big  and 
diverse.  The  region  has  a  growing 
venture  capital  presence  and  some 
good  engineering  talent  from  local 
universities,  which  are  not  appealing 
to  those  snot-nosed  Ivy  League/ 
Stanford  types-but  who  cares. 
Minneapolis  has  some  appeal,  but  let's 
face  it,  even  with  zero  unemployment, 
how  many  people  want  to  move  to  a 
place  that's  sub-zero  half  the  time? 
Ditto  Omaha.        — Joel  Kotkin 


ULTURE 


The  Mountain  Region  is  mostly  about  small  packages 
that  look  big  because  the  populations  are  so  small. 
There's  not  much  in  the  way  of  multimedia  companies, 
but  there  are  a  lot  of  branch  operations.  Utah  makes 
the  most  absurd  claims  of  having  the  second-largest 
concentration  of  software  after  Silicon  Valley  when,  by 
analyzing  the  census  data,  you  find  out  it's  smaller  than 
Orange  County.  But  then  again,  Utah  has  the  perfect 
"pod  people"  culture— people  all  seem  to  be  reading  trom 
the  same  script.  Nevertheless,  the  area  has  strengths  in 
lifestyle  attractiveness.  Places  like  Boulder  seem  likely  to 
_keep  creating  companies.  — Joel  Kotkin 
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A  Better 
School  System 
for  Your  Kids. 


POWERFUL  IBM  APTIVA  MULTIMEDIA  COMPUTER  &  MONITOR 
SPEEDY  CD-ROM  FOR  TODAY'S  MOST  EXCITING  &  POWERFUL  PROGRAMS 
ON-LINE  READY  FOR  THE  INTERNET  &  COMMUNICATING  VIA  E-MAIL 
LOADED  WITH  SOFTWARE  FOR  EDUCATION,  PRODUCTIVITY  &  FUN 
COLOR  PRINTER  WITH  CREATIVE  CD-ROM  SOFTWARE 


RadioShack 

You've  got  questions. 

We've  got  answers! 


"The  federal  labs  assure  that  biotech 
ill  he  very 


Greater  Washington,  B.C.  (Dulles  Corridor  and  Maryland),  is  the  next  hot  area  in  the  East.  Virginia  is 
becoming  a  major  producer  of  growth  companies  and  is  luring  firms  from  the  Northeast.  Beltway  connections 
can  help  these  firms,  and  the  lovely  Virginia  countryside  has  appeal.  This  is  probably  not  the  most  intense 
area,  but  it  has  a  good  central  location.  It  appeals  to  Easterners  by  appearing  less  redneck  than  the  rest  of  the 
South.  The  federal  labs  assure  that  biotech  will  be  very  strong  in  the  future.  —Joel  Kotkin 


Greater  Washington,  D.C.,  could  go  either  way.  But  at  the  moment  it  seems  stagnant.  Despite  the  condition  of 
D.C.  itself,  the  surrounding  area  is  strong,  especially  Northern  Virginia.  It  has  an  excellent  base  of  information  age 
talent,  but  it  lacks  strong  entrepreneurial  attitudes.  Rather  than  building  on  the  considerable  economic  and  techno- 
logical strengths  that  exist  in  the  region,  the  area's  business  and  civic  leaders  are  more  oriented  to  "smokestack 
chasing"  (finding  the  next  footloose  company  that  wants  to  abandon  the  New  York  area).  The  old  aphorism-to 
build  on  your  strengths,  stick  to  your  knitting,  and  add  value  to  existing  activities-has  been  lost  on  the  economic 
development  leadership  in  both  the  public  and  private  sectors.  —Philip  M.  Burgess 


Entrepreneurial  energy  is  strong  and  new-business  job  growth  continues  to  increase  in  Phoenix  and  Tucson. 
In  the  last  several  years,  technological  resources  have  improved  greatly,  and  entrepreneurism  remains 
strong.  Access  to  capital  is  improving,  and  many  information-related  companies  are  located  here,  including 
OEMs  such  as  Gilbert  Engineering  and  the  Small  Business  Market  Group  for  U  S  West.  —Philip  M.  Burgess 


"Phoenix  and  Tucson  are  still 


Phoenix  and  Tucson  are  still  a  branch  office  that  has  fed  off  of  California's  excesses 
and  Easterners  looking  for  some  sunshine.  They  are  very  mediocre  in  education  and 
have  a  real-estate-dominated  political  culture.  Nevertheless,  the  area  will  grow  as  a 
secondary  spot  for  high  tech,  aided  by  Motorola's  presence.  —Joel  Kotkin 
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BEFORE 


AFTER. 


Being  president  of  ANS  is  like  quarterbacking  the  team  that 
invented  football." 

—  Bruce  Bond,  President  and  CEO,  ANS  Communications 


ANS  started  out  by  writing  the  playbook,  otherwise  known  as 
the  backbone  of  the  Internet.  Now,  ANS  is  helping  businesses 
develop  winning  playbooks  of  their  own.  ANS  Virtual  Private 
Data  Network  and  Web  Hosting  services  are  ensured  to  be  up 
and  running  so  our  clients  can  concentrate  on  achieving  their 
goals.  Our  security  and  network  management  services,  remote 


dial  access,  Internet  connections  and  Intranet  solutions  have 
already  made  ANS  a  first  draft  pick  for  60  of  "America's  Most 
Admired  Companies"  (Fortune  Magazine,  March  3,  1997).  So,  if 
you  want  to  be  as  happy  with  your  networking  provider  as 
Bruce  is  with  his  team,  call  us  at  800-456-8267  or  e-mail  us  at 
infoa>ans.net  or  visit  our  Website  at  www.ans.net. 


©  1997  ANS  Communications 


HAPPILY  EVER  AFTER 


an  AMERICA  ONLINE  company 


Afin  Winblad  Venture  capitalist,  Hummer  Winblad  Venture  Partners,  San  Francisco,  California 

With  digital  media  being  propelled  by  the  Internet,  the  greater  New  York 
area  (including  516,  203,  914,  and  201  area  codes)  is  an  up-and-coming 
region  for  entrepreneurs.  The  talent  pool  of  editors,  writers,  and 
designers  at  the  major  media  companies  is  finally  taking  risks  to 
become  entrepreneurs.  Also,  big  strategic  partners  are  within  walking  distance. 


York  Ci 


Richard  Saul  Wurman  Chairman  of  the  TED  technology  conferences,  Newport,  Rhode  Island 


In  technology,  the  next  phase  is  content,  and  content 
is  king  in  New  York  City.  Content  is  Silicon  Alley.  The 
Nynex  merger  with  Bell  Atlantic  will  solidify  the  area. 


HYSTERIA 


Despite  a  larger  population,  the  greater 
New  York  City  area  has  only  about  200,000 
people  in  emerging  tech  firms — well  below 
the  numbers  for  Southern  California  and 
New  England.  And  its  share  has  been 
declining  for  a  decade.  Greater  New  York 
City  is  where  hype  hits  hysteria.  Most  of 
the  high  tech  activity  seems  to  be  in  the 
suburbs,  as  is  usually  the  case.  Spin-offs  of 
IBM  and  other  large  firms,  particularly  in 
Westchester,  could  do  well,  but  may  end  up 
moving  to  New  Jersey  or  Connecticut  to 
get  lower  taxes  and  costs.  That's  good  news 
for  the  201  and  203  area  codes  but  not 
so  good  for  the  rest.  Overall,  the  area 


has  some  good  university  resources,  but 
it  is  not  really  competitive  with  either 
California  or  New  England  on  the  high 
end.  Biotechnology  could  be  world  class, 
but  lack  of  engineering/sciences  limits 
possibilities. 

Of  course,  New  York  City  now  hypes 
itself  as  a  "cybercity,"  and  the  dutiful  na- 
tional media,  concentrated  in,  guess  where, 
lap  it  up  like  kittens  drinking  warm  milk. 
Actually,  New  York  does  have  an  impres- 
sive multimedia  industry,  but  it's  still  about 
half  L.A.'s  and  probably  smaller  than 
Northern  California.  In  the  high  tech 
entertainment  field,  New  York  City  lacks 


the  digital  artists  and  production  talents 
of  L.A.  and  the  pure  high  tech  power  of 
Northern  California  or  Boston.  Watch 
where  the  successful  games  and  educa- 
tional products  are  being  made — primarily 
L.A.,  Irvine,  Seattle,  Northern  California. 

I  would  expect  a  significant,  if  not 
earth-shattering,  multimedia  industry  tied 
to  New  York's  real  strengths — high  culture, 
book  publishing,  advertising,  high-end 
business  services — to  emerge.  The  question 
is,  will  this  city  of  egomaniacal  elitists 
(I  am  a  native,  by  the  way)  accept  being 
third  or  fourth  in  a  new  industry?  Tune 
in  next  week.  — Joel  Kotkin 
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"Control  Data  is  enabling  Unilever 
to  use  global  information  in 
meeting  local  consumer  needs  everywhere 


From  tea  bags  to  toothpaste. 

From  Popsicles  to  White 
Diamonds.  With  450 
operating  companies 
worldwide  and  $52  billion  in  annual 
revenue,  at  Unilever,  there's  no 
such  thing  as  a  minor  inefficiency. 
Almost  anything  less  than  razor-sharp 
performance  costs  investors  millions. 

With  so  much  at  stake,  it's 
not  surprising  that  Unilever  takes  an 
active  interest  in  what  some 

institutions  regard  as 
mundane  technology 
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Martin 


Armitaee 


Unilever 


Common  Name:  Dr.  Armitage 

Title:  Head  of  Global  Infrastructure,  Unilever 

Phone  Numbers 

Email  Addresses 


<g)  tint  To  ; 


Control  Data  is  helping  Unilever  implement  a  globally  distributed,  standards-based 
intranet  directory  for  enterprise  messaging  and  many  other  applications. 


issues.  "We  have  a  new  approach  to  IT  efficiency  that  not  only  can  provide 
better  computer  service  to  our  daily  users,  but  can  reduce  our  technology 
costs  by  25  percent,  which  ultimately  could  amount  to  $85  million  in  savings,"  says 
Dr.  Martin  Armitage,  head  of  global  infrastructure. 

This  new  approach  relies  on  a  global  directory  service  that  can  be  accessed 
and  manipulated  by  a  wide  range  of  applications.  "Only  Control  Data  had  both  the 
technology  we  required  and  the  vision  and  commitment  to  work  with  us  toward  an  overall  solution," 
says  Dr.  Armitage.  "Control  Data  also  had  the  experience  implementing  directory  services 
for  tens  of  thousands  of  users." 

If  you'd  like  to  realize  a  "new"  and  "improved"  vision  of  your  enterprise 
through  technology  innovation,  give  us  a  call  at  1 -888-RIALT04.  Or  visit  us  on 
the  Web  at  http://www.cdc.com.  (Sg)  CONTROL  DATA 

The  Integration  Company 


For  more  info:  1-888-552-7669  or  www.sony.com/freedom 


n  the  newest  member  of  your  family  can  travel  the  world  long  before  ever  taking  that  first  big  step.  With,  of. 
rse,  a  little  help  from  the  new  Sony  VAIO  Notebook.  Just  wirelessly  download  your  favorite  shots  from  your 
|  Sony  Digital   Still   Camera,  .  and  e-mail  them  to  family,  friends  and  co-workers  anywhere  —  perhaps 

n  with  a  little  sound  byte  from  the  one-toothed  wonder.  For  refrigerators  all  over  the  world,  kick  out  a  few  precious 
nents  using  the  All-in-One  Printer.  Then,  if  you  absolutely  must,  get  a  little  work  done 

le  the  two  of  you  listen  to  lullabies  on  your  VAIO  speakers.  Talk  about  bonding  time.  IST^i^ 


RS,  Washington's  war  against 


By  James  Freeman 


the  Web  marches  on. 


IORGET  ABOUT  BUILDING  A  BRIDGE  to  the  21st  cen- 
tury. Silicontrepreneurs  have  already  built  it.  The 
real  question  is  whether  Washington  will  succeed 
in  pulling  the  Internet  back  into  20th-century-style 
utilities  regulation.  In  various  departments  around 
town,  the  Feds  are  fighting  a  quiet  war  over  elec- 
tronic communication. 

In  Washington,  the  fact  that  Al  Gore  uses  email  qual- 
ifies him  as  a  technology  expert.  Which  raises  a  fascinat- 
ing hypothetical  question:  If  an  illegal  campaign  solici- 
tation is  emailed  from  the  White  House  to  the  CEO  of  a  heavily 
regulated  industry  in  California,  via  an  Internet  service  provider 
with  a  point  of  presence  in  Maryland,  where  should  we  impanel 
the  grand  jury?  But  that's  a  question  for  another  day.  The  real 
mystery  is  how  Gore  has  managed  to  sell  the  idea  that  he  is  high 
techs  biggest  cheerleader  in  Washington.  He  may  be  a  bright 
baby  boomer  with  a  digital  watch,  but  it's  hard  to  find  an  actual 
policy  to  justify  his  tech-sawy  image. 

As  a  U.S.  senator,  Gore  cosponsored  the  1992  Cable  Act, 
reregulating  the  one  industry  building  a  high-bandwidth  pipeline 
into  the  home.  Earlier  in  his  career  he  ventured  into 
the  regulation  of  high  tech  medicine.  His  1984  organ  trans- 
plant law  created  a  government-enforced  monopoly,  with  a  staff 
of  unelected  bureaucrats  deciding  who  gets  a  kidney. 

In  the  late  1980s,  Gore  urged  new  restrictions  on  biotech- 


nology. Lately,  the  vice  president  has  spent  much  of  his  time 
opposing  a  free  market  in  encryption  software.  But  even  the 
encryption  debate  may  end  up  looking  like  a  sideshow  compared 
to  Gore's  other  communications  initiative.  Clinton  and  Gore  want 
to  bring  the  concept  of  "universal  service"  into  the  networked 
economy.  Universal  service,  a  complex  system  of  subsidies  for 
certain  favored  customers,  can  take  much  of  the  credit  for  the 
high-bureaucracy,  low-innovation  local  telephone  industry  that 
we  enjoy  today.  The  theory  is  that  the  provision  of  some  services 
is  too  important  to  be  left  to  the  whims  of  the  marketplace.  So 
government  steps  in  to  make  sure  that  everyone  can  buy  these 
essential  services  at  a  reasonable  price.  The  fact  that  more  Amer- 
icans have  bought  nonregulated  televisions  than  subsidized  tele- 
phones doesn't  seem  to  have  discredited  the  theory  in  Wash- 
ington. In  fact,  the  question  is  how  to  update  universal  service 
regulations  to  new  technology. 

Leading  the  tactical  advance  is  Larry  Irving  of  the  Commerce 
Department's  National  Telecommunications  and  Information 
Administration.  Irving  "challenges"  companies  to  provide  schools 
in  "underserved  neighborhoods"  with  cut-rate  hardware  and  Net 
access.  Cypress  Semiconductor  CEO  T.  J.  Rodgers  has  a  predic- 
tion: "Soon,  Jesse  Jackson  will  discover  that  black  people  are  dis- 
criminated against  in  equal  Net  access." 

I  can't  vouch  for  the  accuracy  of  T.  J.'s  prediction,  but  the  FCC 
has  just  answered  Irving's  challenge  with  a  plan  to  offer 


Friendly  Fire  Washington  power  brokers  such  as  Vice  President  Al  Gore  and  outgoing  FCC  chairman  Reed  Hundt  talk  a  good  game 
when  it  comes  to  promoting  an  open  and  loosely  regulated  Internet.  But  closer  examination  reveals  that  the  state's  hand  still  lies  heavily. 


Illustrations  by  John  Cuneo 
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America  Online's  lobbyist,  Jill  Lesser,  used 
o  represent  People  for  the  American  Way,  which 

efends  public  schools  against  competitors.  


Freeman 


discounted  Net  access  to  all  schools  and  libraries, 
not  just  "underserved"  ones.  Outgoing  FCC  Chair- 
man Reed  Hundt  calls  it  "a  very  small  additional  subsidy."  And 
almost  nobody  is  against  Internet  access  for  kids.  But  Hundt  and 
his  colleagues  have  just  created  a  new  federal  entitlement.  We 
as  a  society  have  just  determined  that  kids  need  the  Internet,  and 
that  the  way  to  provide  this  technology  is  through  government 
action,  not  market  choices.  Being  wired  is  "certainly  not  a  neces- 
sity in  life,"  says  America  Online  CEO  Steve  Case.  Still,  our  gov- 
ernment thinks  it's  important  enough  to  guarantee  it. 

HAT  WILL  IT  COST  TO  WIRE  all  Our 

schools  and  libraries?  The  adminis- 
tration is  putting  out  a  lowball  esti- 
mate of  $10  billion  over  five  years. 
And  who's  going  to  pay  the  tab?  Says 
Hundt,  "It  will  be  contributed  by  com- 
munications companies.  Will  they  pass 
it  on  to  somebody?  Yes. ..but  it'll  be 
passed  on  to  everyone  in  America  in 
insignificant  ways,  down  to,  you  know, 
pennies  per  day."  Interesting  idea,  getting  communications  com- 
panies to  pay  for  various  social  goods.  Hundt  takes  the  idea  a 
little  further.  "Probably  the  most  equitable  way  that  you  could 
raise  money  for  a  national  purpose  would  be  through  contri- 
butions by  communications  companies,  because  they  cover  the 
whole  country."  Bit  tax,  anyone? 

The  next  question  is  whether  the  Feds  will  envelop 
Internet  access  providers  in  the  accumulated  goo  of 
decades-old  telephone  regulations.  The  Communi- 
cations Act  of  1934  gave  the  FCC  the  power  to  reg- 
ulate just  about  everything  that  goes  over  wires,  and 
these  days  communications  lawyers  argue 
whether  that  includes  Net  access. 

Deregulators  in  the  House  don't  want  to 
give  Hundt's  successors  the  chance  to  screw 
things  up.  But  surprisingly,  computer  and  online 
company  representatives — with  the  notable  exception 
of  the  Business  Software  Alliance — aren't  pushing  to 
limit  the  FCC's  power.  Why  not?  One  high  tech  lobby- 
ist, worried  about  the  consequences  of  shooting  at 
FCC  bureaucrats  and  missing,  says:  "They  may  be 
encouraged  to  start  exercising  powers  tfu:t  they  think 
they  have." 

And  this  lobbyist's  view  is  not  all  that  lonely.  ~t2 
A  congressional  aide  who  crafted  a  propo-  i  to  limit 
the  FCC's  power  was  surprised  when  high  :ech  repre- 
sentatives didn't  jump  on  board.  "It's  been  very  disap- 
pointing to  me,"  he  says.  Why  don't  the  lobbyists  promote 
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what  would  seem  to  be  in  their  companies'  interest?  "I  don't  know. 
It's  a  very  good  question." 

The  answer  may  lie  in  the  peculiar  nature  of  Washington  lob- 
bying, especially  for  new  industries  far  from  the  nation's  capital. 
In  the  movies,  business  representatives  are  like  Mob  enforcers, 
squeezing  politicians  to  look  the  other  way  while  the  green  sludge 
oozes  out  of  the  factory  and  into  the  river.  In  kinder  interpreta- 
tions, lobbyists  are  hard-nosed  corporate  guys  trying  to  main- 
tain fat  profit  margins.  But  think  about  it:  Who  represents  busi- 
nesses in  Washington?  Usually  not  businesspeople.  The  folks  who 
succeed  in  creating  new  products  don't  suddenly  decide  to  seek 
a  more  fulfilling  career  greasing  the  legislative  process.  And  if 
you're  running  a  company  and  you  decide  you've  got  to  deal  with 
Washington,  you  want  someone  who  knows  Washington.  The 
end  result  is  that  people  who  "represent"  companies  before  the 
federal  government  are  political  types,  generally  former  con- 
gressional staffers,  often  people  who  have  spent  years  defending 
the  regulatory  regime.  Instead  of  setting  up  a  D.C.  office  to  artic- 
ulate the  corporation's  agenda,  a  company  will  often  hire  the 
experienced  Washington  hand,  who  immediately  agrees  to  some 
new  level  of  regulation  and  taxes  in  order  to  keep  "a  place  at  the 
table,"  as  we  say  in  Washington.  This  is  the  table  at  which  his 
client  is  carved  into  little  pieces. 

So  it's  not  surprising  that  Al  Gore's  longtime  aide  Greg  Simon 
is  headed  for  a  lucrative  career  in  the  private  sector.  According 
to  the  White  House,  Simon  will  provide  "strategic  policy  planning 
advice  to  a  variety  of  high  technology  and  telecommunications 
companies  in  an  alliance  with  Podesta  Associates." 
wV  The  Podesta  brothers,  longtime  Democratic 
^   activists,  have  a  client  list  that  includes  an  asso- 
ciation of  America's  largest  computer  com- 
panies. According  to  the  newsletter  White 
House  Weekly,  Simon  "has  a  reputation  of  using 
ultra-persuasive  tactics  to  promote  his  and  the  vice  pres- 
ident's agendas."  No  word  yet  on  what  Simon's  new 
agenda  is. 

Sometimes  you  can  earn  corporate  lobbying  cre- 
dentials through  outstanding  work  at  a  nonprofit 
group.  America  Online's  lobbyist,  Jill  Lesser,  used 
to  represent  People  for  the  American  Way.  Among 
its  other  activities,  PFAW  defends  public  schools 
against  potential  competitors  and  promotes  various 
affirmative  action  programs.  It's  an  interesting 
fit  with  the  free-market  spirit  of  the  online 
crowd.  And  since  most  Internet  access  com- 
panies are  too  young  and  too  small  to  have 
Washington  reps,  Capitol  Hill  staffers  look  to 
AOL  to  find  out  "the  industry's"  position  on 
pressing  matters  of  the  day 
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Put  us  to  the  test  before  the  millennium  tests  you. 


Thorough  testing  is  critical  to  the  success  of 
any  Year  2000  project  and  one  way  to  reduce 
your  business  risk.  For  total  assurance  that 
your  Testing  approach  is  correct  and  com- 
plete, look  to  BDM,  the  preeminent  expert 
in  test  and  evaluation.  With  BDM's 
SMART/2000+SM  service,  Testing  begins  early  in  the  process.  As  you 
conduct  your  Assessment  and  Migration  Plan  -  and  even  throughout 
Renovation  -  test  planning  and  procedures  are  underway.  We  carry  out 


test  cases  for  your  applications,  systems,  and 
interfaces,  and  verify  that  they'll  still  work  in 
your  environment  -  all  to  make  implementa- 
tion of  your  Year  2000  solution  as  easy  as 
possible.  You  have  the  added  benefits  of 
expert  program  management  guiding  your 
progress  to  Year  2000  compliance,  and  beyond.  To  get  started  now,  call 
l -800-565-01 62  today.  If  you  prefer,  e-mail  to  Year2000@bdm.com  or 
visit  us  on  the  Web  at  www.bdm.com. 
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The  Information  Technology  Company 


Tax  cheaters  will  have  an  easier  time  in  a  wired 
world.  In  trying  to  stop  the  bad  guys,  how  many  new 

burdens  will  the  IRS  place  on  the  rest  of  us?  


Freeman 


Of  course,  when  it  comes  to  Washington  exper- 
tise, there's  no  substitute  for  a  few  years  spent  in 
a  real  congressional  office.  Michael  Timmeny,  a  former  Demo- 
cratic House  aide,  is  the  top  lobbyist  for  the  American  Electronics 
Association.  Recently,  Timmeny  encouraged  House  members  to 
sign  a  letter  to  President  Clinton.  The  letter  said,  "We  would  like 
to  work  with  you  to  enact  legislation  establishing  uniform  stan- 
dards for  private  securities  class  action  litigation."  The  idea  was  to 
write  a  new  bill  that  would  prevent  attorneys  from  circumvent- 
ing the  1995  law  against  strike  suits.  The  funny  thing  is,  that  law 
was  passed  over  Bill  Clinton's  veto.  "Working  with  Bill  Clinton 
to  eliminate  strike  suits  is  like  consulting  Ralph  Nader  on  enhanc- 
ing shareholder  value,"  says  one  Republican  House  aide,  outraged 
over  Timmeny 's  letter.  "Why  don't  you  just  invite  the  president 
to  rewrite  the  law  and  take  out  everything  he  didn't  like  in  1995?" 


Simon,  Lesser,  Timmeny,  and  the  rest  of  the  com- 
I  puter  industry  will  face  a  major  challenge  in  the 
"  near  future.  At  the  same  time  they're  learning 
how  to  schmooze  the  FCC's  new  slate  of  com- 
missioners, they'll  also  have  to  massage  the  other 
k  big  player  in  this  regulatory  game,  the  Internal 
■  Revenue  Service.  The  rise  of  encryption  software 
m  and  the  creation  of  electronic  money  pose  major 
W  threats  to  the  IRS,  because  there  will  be  less  paper 
in  "the  audit  trail."  How  far  will  the  IRS  go  to 
solve  the  problem?  In  November  of  last  year  the  Treasury  Depart- 
ment put  out  a  "discussion  document"  titled  "Tax  Policy  Impli- 
cations of  Global  Electronic  Commerce."  In  a  section  on  tax  com- 
pliance, the  report  states,  "It  is  possible  that  the  techniques  that 
have  been  developed  over  time  to  combat  evasion  using  paper 
money  can  be  adapted  and  expanded  to  combat  evasion  through 
electronic  money."  Not  just  adapted,  but  adapted  and  expanded. 

The  paper  goes  on  to  suggest  that  perhaps  "a  taxpayer  could 
be  required  to  obtain  a  digital  ID,"  and  that  "electronic  docu- 
ments must  be  verifiable  in  order  to  minimize  the  poten- 
tial for  tax  evasion."  The  IRS  rightly  foresees  that  tax 
cheaters  will  have  an  easier  time  in  a  wired  world.  The 
question  is,  in  trying  to  stop  the  bad  guys,  how  many  new 
burdens  will  the  IRS  place  on  the  rest  of  us? 

Last  fall,  representatives  from  the  IRS  joined  an  inter- 
agency task  force  on  fostering  global  electronic  commerce. 
The  leader  of  the  task  force  was  Ira  Magaziner,  who  gave 
us  the  Clinton  health  care  plan.  Magaziner's  public 
views  on  electronic  commerce  are  encouraging: 
"The  system  we  want  to  promote  is  one  that 
would  essentially  have  governments  keep  hands 
off  the  Internet."  It's  Magaziner's  track  record,  of 
course,  that  scares  people,  but  maybe  this  time 


he  has  an  incentive  to  behave.  Privately,  according  to  a  recent 
lunch  companion,  Magaziner  confides  that  he  is  trying  to  refur- 
bish his  image  for  a  return  to  management  consulting.  So  there 
may  be  an  opportunity  to  call  his  bluff.  Technology  companies 
should  ask  Magaziner  to  turn  his  free- market  memos  into  law. 

There's  still  one  more  minefield  for  Net  companies  to  nego- 
tiate— state  and  local  governments.  California  congressman  Chris 
Cox  puts  it  this  way:  "Imagine  30,000  hands  in  your  pocket  at 
the  same  time."  No,  he's  not  talking  about  t  yberporn.  Cox  wants 
to  make  sure,  as  electronic  transactions  bounce  around  the  Net, 
that  each  local  tax  collector  along  the  w  i)  doesn't  grab  a  piece 
of  the  action.  His  new  bill  would  institute  an  online  moratorium: 
no  new  Internet  taxes. 

Early  on,  congressional  staffers  considered  a  repeal,  not  just 
a  moratorium,  on  Net  taxes,  but  the  idea  didn't  go  far  with  lobby- 
ists for  the  industry  it  was  designed  to  help.  The  Information 
Technology  Association  of  America,  guided  by  its  Washington 
representatives,  focused  on  the  "problem  < '  I  hat  repeal  might  cre- 
ate for  state  government  revenues.  Later  as  congressional  aides 
drafted  the  bill,  a  lobbyist  for  the  American  Llectronics  Associ- 
ation suggested  putting  an  end  date  on  the  moratorium. 

Industry  leaders  had  other  valuable  input  as  well.  In  Decem- 
ber a  task  force  of  the  Interactive  Services  Association  released 
a  widely  distributed  white  paper,  "Cyberspace  Tax  Policy."  The 
task  force  represents  AT&T,  Microsoft,  IBM,  America  Online, 
CompuServe,  and  NETCOM,  among  others.  From  this  group  you 
might  have  expected  a  full-court  press  against  Internet  taxation. 
Actually,  the  group  ran  a  different  play:  "The  Industry  offers  the 
states  an  opportunity  to  establish  a  tax  scheme  uniquely  fitted 
to  the  Industry."  The  authors  repeat  over  and  over  the  need  to 
create  a  tax  system  that  is  "uniform,  consistent,  and  fair."  There 
is  no  suggestion  that  taxes  should  bt  lo  v,  but  the  authors 
do  extend  a  warm  hand  to  the  vai  ic  n    ixing  authorities: 
"The  Task  Force  believes  that  the  stak    ind  the  Industry,  work- 
ing together,  will  benefit  from  a  rt-vu  u  .if  Industry-related 
issues  and  that  such  cooperation  1  etween  the  parties  will 
result  in  a  rational  tax  policy  for  the  Industry."  The  Inter- 
active Services  Association  is  represented  by  Brian 
yi/jS        O'Shaughnessy,  former  aide  to  Massachusetts  congress- 
T£*tA^~~.    man  Edward  Markey.  Markey  is  an  articulate 
advocate  of  the  "public  intt  rest"  obligations  of  com- 
munications companies. 

Back  in  Silicon  Valk  y,  as  the  news  trickles  in 
from  Washington,  the  spirit  may  be  a  little  less 
cooperative.  Says  Cisi  >  CEO  John  Chambers,  "I 
think  any  form  of  regulation  or  taxing  the  Inter- 
net would  be  a  major  mistake."  ■ 


Writer  James  Freeman 
TechnoPolitics. 
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CYBERSPACE: 
THE  PERFECT  ENVIRONMENT 
FOR  BROKERS  WHO  PREFER  NOT 
TO  MEET  THEIR  CLIENTS. 


e. SCHWAB: 
ELECTRONIC  BROKERAGE  BACKED 
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REAL  HELP  AND  A  DECADE  OF 
ONLINE  EXPERTISE. 


Help  7  days  a  week  ♦  thousands  of  representatives  ♦  state-of-the-art 
technology  ♦  reliability? — we're  currently  handling  over  2  million 
transactions  per  hour  ♦  IOO  free  real-time  quotes  (plus  100  more  with 
each  stock  trade)  ♦  free  news  and  research  on  the  Web  ♦  good 
attitude,  also  free  ♦  trade  Nasdaq,  NYSE  stocks,  mutual  funds, 
options  and  bonds  ♦  use  our  software  or  the  Web  ♦  manage  your  whole 
portfolio  with  a  few  clicks   ♦    all  this  for  $29.95   per  stock  trade. 
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ACCOUNT  NOW  FOR 
COMPLIMENTARY 
SOFTWARE  AND 
A  FREE  100-DAY 
SUBSCRIPTION  TO 
THE  WALL  STREET  JOURNAL" 
INTERACTIVE  EDITION. 

1-800-e. Schwab 

ext.  104 


$29.9  5  per  trade  up  to  1,000  shares.  .05  per  share  thereafter.  $  5,000  account  minimum  and  a  $5  monthly  account  minimum  fee  may  apply  if  2  comiinssionablt  trades  aren  't  made  in  previous  12  months. 
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subscription  to  The  Wall  Street  Journal  Interactive  Edition,  open  a  Schwab  account  (regular  or  e.Schwab"")  with  $  5, 000  or  more,  or  bring  $  5,000  to  an  existing  Schwab  account  by  July  31,  1 997. 
©1997  Charles  Schwab  &  Co.,  Inc.  All  rights  reserved.  Member  SLPC/ NYSE.  (7/97). 


www.schwab.com  Charles  Schwab 


The  Way  It  Should  Be. 


ew  York  fashions  itself  as  the 
ew  cybercity,  but  it's  a  million  nerds 
short  of  reality. 

I  By  Gary  Andrew  Poole 


IS  THAT  ICHABOD  CRANE? 
No,  it's  actually  a  cadaverous  John  Sculley  talking  about 
the  "millennium  effect,"  his  theory  about  technology  at  the 
turn  of  the  century.  My  goodness,  what  has  happened  to 
him?  Sculley  used  to  dine  with  the  president  and  in  his  spare 
time  ran  Apple  Computer  into  the  ground.  Nice  enough 
guy,  but  he  was  known  as  one  of  the  worst  futurists  in  Sili- 
con Valley  history.  So  it  is  somewhat  unnerving  to  find  him 
mumbling  about  how  New  York  City  will  be  the  center  of  the 
"extraordinary"  multimedia  universe. 

The  venture  capitalists  in  the  room  bite  into  their  choco- 
late cake  and  seem  disturbed  and  confused  by  Sculley 's  speech. 
They've  been  sitting  through  presentations  by  undercapitalized 
"content"  companies,  which  are  literally  begging  them  for  money. 
It's  clear  that  Internet  content  providers — people  who  develop 
magazines,  databases,  online  newspapers,  Web  sites,  etc. — -might 
have  a  healthy  optimism  and  are  (in  their  words)  "changing 
the  universe,"  but  their  bank  accounts  are  empty,  and  the  ven- 
ture capitalists  here  have  little  interest  in  filling  them.  What  an 
ironic  choice,  to  ask  Sculley  to  give  the  keynote  speech.  But,  truth 
be  told,  he  is  the  perfect  metaphor  for  New  York's  technology 
scene:  a  little  out  of  touch  and  gasping  for  respectability. 

In  the  rest  of  the  country,  it's  hard  not  to  make  money  buy- 
ing, selling,  managing,  or  investing  in  technology,  but  in  a  four- 
mile  radius  of  Manhattan's  Soho,  Tribeca,  and  Flatiron  districts 
there  are  25,000  people  who  work  at  one  money-losing  company 
or  another  and  get  paid  half  as  much  as  their  counterparts  on 


the  West  Coast.  Silicon  Alley  is  the  area  of  town  run  by  twenty- 
somethings  with  art  history  degrees  who  want  to  make  money 
Silicon  Valley-style.  But  they  have  a  problem:  They  can't  seem  to 
keep  their  companies  afloat.  In  Silicon  Alley,  the  latest  joke  goes, 
you  don't  go  over  to  see  how  a  company  is  doing;  you  go  over 
and  see  how  it's  failing.  Mayor  Rudolph  Giuliani  has  tried  to  prop 
up  the  Alley  with  tax  breaks,  and  there's  an  association  around 
here  to  promote  it,  but  Silicon  Alley  has  become  a  tangled  web 
of  misstarts. 

It  started  simply  enough.  Sometime  in  the  winter  of  1993, 
a  group  of  people  gathered  at  a  cybersalon  to  talk  about 
New  York's  New  Media  scene.  They  were  concerned  that  the 
two  technology  hubs,  Silicon  Valley  and  Boston,  were 
attracting  all  of  the  talent.  So  they  set  out  to  make  New  York 
a  New  Media  player.  Mark  Stahlman,  a  former  Alex.  Brown 
&  Sons  analyst,  was  one  of  the  organizers  at  the  meeting. 
He  took  a  trip  to  Albany  to  talk  to  the  state's  economic 
development  team  about  grants  for  the  organization,  which  in 
turn  would  help  companies  in  New  York.  Stahlman  says  the  leg- 
islators were  skeptical.  "They  thought  I  was  scamming  them,"  he 
recalls.  "New  businesses  in  New  York?  Ludicrous!" 

By  the  next  year  the  group  had  become  the  New  York  New 
Media  Association,  an  advocate  for  Gotham's  clique  of  Web 
designers.  Its  first  public  activity  was  to  have  a  party  called  Cyber- 
Suds,  a  Silicon  Valley-style  beer  bash.  The  monthly  events  were 
a  hit.  (Now  the  organization  has  2,000  members.)  It  also  had 


Mr.  New  Media  Mark  Stahlman,  left,  a  former  Wall  Street  analyst,  helped  to  launch  Silicon  Alley  in  1993  and  went  to  Albany  for 
support.  New  York's  legislators  were  skeptical  about  his  "entrepreneurs  on  the  street."  They  should  have  been. 


Photography  by  Max  Aguilera-Hellweg 
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~z     j   I  good  marketing  sense.  Stahlman  came  up  with  the 
1  moniker  Silicon  Alley  as  a  pun  on  Silicon  Valley  and  as 
a  warning  to  the  Old  Media  companies.  "We're  not  about  pent- 
house oligarchies,"  he  says.  "We're  entrepreneurs  on  the  street." 

But  creating  Silicon  Valley  East  was  not  so  easy. 
i  Some  "entrepreneurs"  were  trust  fund  kids  who 
f  thought  New  Media  was  cool.  There  was  a  lack  of 
passion  and  an  inflated  sense  of  self-importance, 
k  Basically,  they  were  poseurs  romanticizing  tech- 
1  nology.  In  New  York,  "content"  always  has  been  a 
W  euphemism  for  a  lack  of  technical  knowledge.  With- 
out enough  nerds,  Silicon  Alley  residents  could 
never  produce  the  vision  to  create  the  next  television.  Every 
major  movement  starts  with  radical  passion,  yet  the  Silicon  Alley 
types  weren't  radicals.  They  talked  like  radicals,  but  they 
couldn't  force  themselves  to  throw  the 
Molotov  cocktail;  it  would  have  stained 
their  mock  turtlenecks. 

The  wanna-be  moguls  at  this  confer- 
ence, named  Venture  Downtown,  epitomize 
Silicon  Alley.  They  look  very  East  Coast, 
dressed  in  blue  suits  and  black  loafers  (and 
the  men  wear  similarly  dull  attire),  but  they 
sound  like  they  could  be  in  the  Haight- 
Ashbury.  One  startup,  Ivillage,  wants  to 
"humanize  cyberspace"  with  "uncondi- 
tional support,  shared  wisdom,  and  comic 
relief."  MaMaMedia,  which  develops  entertainment  for  kids  on 
the  Internet,  is  really  into  "community  building."  That's  sweet,  but 
venture  capitalists  can't  seem  to  figure  out  why  they  should  invest 
in  these  companies,  and  Sculley  certainly  isn't  inspiring  them. 
In  fact,  his  company  is  trying  to  develop  a  Sesame  Sfreer-like 
show  for  the  Web.  Everyone  likes  Big  Bird  and  a  nice  community, 
but  hasn't  anyone  told  these  people  that  it's  almost  impossible  to 
make  money  on  the  Web  unless  you're  selling  stuff  (books, 
pornography,  or  sports  information)  that  people  really  want? 

"Timing  in  life  is  everything,"  Sculley  tells  the  crowd.  He  looks 
them  over  suspiciously,  "You  don't  want  to  be  left  behind." 

That's  an  interesting  pitch  to  these  venture  capitalists,  who 
are  perplexed  by  the  hype  associated  with  Silicon  Alley.  "We're 
more  comfortable  in  Silicon  Valley,"  admits  James  J.  Geddes  Jr., 
principal  at  EnCompass  Ventures,  an  investment  firm.  "Even  con- 
tent prov  iders  are  moving  west."  That's  not  to  say  East  Coast  VCs 
are  technology  Pollyannas.  They're  not.  They  have  an  intimate 
knowledge  of  Wall  Street,  one  of  the  world's  most  sophisticated 
users  of  high  tech.  And  they've  witnessed  the  birth  of  a  technol- 
ogy industry  that  has  played  a  big  role  in  the  latest  stock  mar- 
ket boom.  The  problem?  The  nature  of  the  high  tech  industry 
in  New  York.  Because  its  smartest  computer  nerds  follow  the 
money  to  Wall  Street  or  Silicon  Valley,  it  uses  the  Web's  tools 
(such  as  push  technology)  in  a  reactive  way.  Thus,  New  York  is 
mostly  about  content,  and  content  on  the  Web  does  not  make 
money  or  usually  lead  to  an  initial  public  offering.  (Amazon.com 


and  America  Online  are  the  exceptions.) 

What  has  Silicon  Alley  ever  done?  Four  out  of  five  Silicon 
Alley  companies  generate  less  than  $5  million  in  annual  rev- 
enues, according  to  a  study  by  Coopers  &  Lybrand.  Half  of  the 
companies  make  less  than  $500,000. 

"Content  is  not  a  venture  investment,"  says  Jason  Chervokas, 
editor  of  @NY,  an  online  newsletter.  "A  lot  of  New  Media  com- 
panies are  working  for  the  good  of  mankind.  The  venture  cap- 
italists don't  speak  the  same  language." 

The  failures,  too  numerous  to  mention,  dot  the  world.  But  New 
York  has  focused  on  content  alone,  not  technology  development, 
so  it  has  a  very  poor  mix  of  technologist-entrepreneurs  and  cre- 
ative types.  The  best  technology  companies  don't  stay  here  be- 
cause: ( 1 )  New  York's  venture  capitalists  often  defer  technology 
investments  to  their  counterparts  in  Silicon  Valley,  and  (2)  Silicon 
Valley's  venture  capitalists  expect  the  companies  to  move  out  West. 


Take  David  Waxman,  chairman  and  CEO  of  Compass  Ware. 
His  company  has  developed  an  intranet  search  engine.  Most  of 
his  employees  are  in  New  York  and  his  wife  wants  to  stay  in  the 
Big  Apple.  I  learned  that  a  Silicon  Valley  VC  just  offered  him  $5 
million  with  the  condition  that  he  move  to  Northern  Califor- 
nia. As  a  last-ditch  effort  to  stay  in  New  York,  he  gave  a  talk  to  a 
smattering  of  disinterested  investors  at  Venture  Downtown.  After 
his  speech,  it  was  time  to  call  1-800-GO-RYDER.  For  all  the 
I-love-technology  in  New  York,  Waxman  is  convinced  that  "VCs 
in  California  understand  the  industry  and  the  technology."  He 
says,  "Here  they  just  dick  around.  They  don't  understand  enough 
to  invest." 

When  it  comes  to  technology  startups,  New  York  feels  like  a 
very  small  town. 

SUCKING  ON  THEIR  OWN  EXHAUST 

The  night  before  Sculley's  speech,  I  went  to  a  dinner  party 
that  boasted  it  would  be  "in  the  spirit  of  the  Algonquin  Round 
Tables."  The  hosts  were  Janice  Gjertsen,  32,  director  of  new 
business  development  at  Digital  City  New  York,  and  Jonathan 
M.  Guttenberg,  33,  vice  president  of  New  Media  at  Bantam 
Doubleday  Dell.  The  other  12  to  15  people  worked  in  New  Media 
and  for  some  odd  reason  wanted  to  pay  $65  for  a  mediocre 
meal  and  a  chance  to  talk  about  their  problems. 

They  appeared  to  be  people  with  power  and  brains,  and  they 
nibbled  on  California-like  New  Age  food — barbecued  shrimp 


Content  is  a  euphemism  for 
lack  of  technical  knowledge. 
The  advice  to  Alley  entrepreneurs? 
Go  west. ..and  bring  back  nerds. 


Mr.  Success  Tim  Nye,  right,  is  Silicon  Alley's  one  realist.  He's  in  bed  with  Microsoft  and  New  York's  Old  Media.  He's  made 
money  selling  one  venture.  And  his  new  Sunshine  Interactive  Network  is  creating  content  for  film,  music,  TV,  and  computers. 
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and  baby  arugula  with  black  bean-avocado  salsa.  It  was 
a  cozy  and  warm  Tuesday  evening  in  the  candlelit  Lola 
Restaurant.  Here  were  New  York's  technoelite.  So  why  were  they 
so  gloomy?  Because  they  were  soul-searching,  looking  into  their 
psyches  and  asking  themselves — and  sharing  with  the  people  in 
the  room — their  deepest  troubles.  "Was  there  life  before 
New  Media?"  Heads  nodded.  Another  said, "Are  we  suck- 
ing on  our  own  exhaust?"  Frowns.  Someone  wondered, 
"Are  we  smart  people  chasing  bad  ideas?"  Nervous 
chuckles  all  around. 

Few  conclusions  were  reached,  except  that  Microsoft 
has  "a  lot  of  power."  And  that  "everyone  should  spend 
less  time  worrying  about  computers  and  more  time  help- 
ing people  and  stuff."  There  was  a  lack  of  knowledge 
about  technology  itself:  The  folks  here  didn't  seem  to 
understand  the  "Browser  Wars"  and  were  befuddled  at 
how  Microsoft  can  put  buggy  software  on  the  market. 

These  dinners,  pretentious  as  they  are,  give  New 
York's  New  Media  elite  a  chance  to  chat  about  technol- 
ogy. But  it  quickly  becomes  clear  that  this  could  be  any 
town  in  America  with  a  few  multimedia  startups.  The 
only  thing  different  is  that  it's  in  a  dirtier,  noisier,  more 
expensive  place.  Welcome  to  New  York!  Much  is  made 
of  Silicon  Alley's  proximity  to  the  publishing  and  adver- 
tising community,  but  isn't  the  exact  point  of  New  Media 
the  fact  that  it  is  placeless?  Furthermore,  isn't  the  goal  to  make 
some  money  while  you're  in  the  process  of  changing  the  world? 

THE  AARON  SPELLING  OF  SILICON  ALLEY, 

Setting  out  to  find  a  company  with  an  actual  business  plan, 
I  arrived  in  an  office  across  from  New  York  University,  near  Wash- 
ington Square  Park.  On  a  muggy  morning,  Tim  Nye  makes  a 
loud  gurgling  sound  as  he  sucks  the  last  drops  of  his  iced  Star- 
bucks coffee.  Outside  his  office,  in  the  remaining  9,900  square 
feet  of  airy  office  space,  are  tattooed  hipsters  with  shaved  heads, 
goatees,  and  wraparound  sunglasses.  They  sit  at  terminals,  look- 
ing bug-eyed  and  miserable.  Because  so  many  Web  'zines  (that 
you've  never  heard  of)  have  gone  out  of  business,  there  are  way 
too  many  HTML  programmers  in  New  York  and  too  few  jobs. 
Why  do  people  continue  to  sing  Silicon  Alley's  praises?  Here 
these  nihilists  are  paid,  on  a  contract  basis,  $1,000  a  week  for  Web 
work.  In  Los  Angeles,  they  would  get  $2,000. 

Nye  calls  himself  the  Aaron  Spelling  of  Silicon  Alley.  He  is  a 
freckle-faced  31 -year-old  who  is,  perhaps,  the  closest  thing  to  a 
success  story  in  the  Alley.  He  founded  SonicNet,  an  alternative 
rock  Internet  service,  which  he  sold  to  Paradigm  Music  Enter- 
tainment. And  he  recently  started  Sunshine  Interactive  Network 
(SIN),  a  content  provider.  Nye  isn't  unlike  the  other  people  who 
have  survived  in  New  York.  He  has  family  money.  He  is  a  descen- 
dant of  the  Uris  real  estate  family;  his  family  sold  its  real  estate 
holdings  in  the  1970s  for  $400  million.  He  has  managed  to  keep 
the  company  afloat,  but  he  has  a  legitimate  business  plan.  Nye, 
a  diminutive  guy  with  an  M.B.A.  from  Columbia  University, 
hopes  to  use  the  Web  as  a  wedge  to  create  programs  for  other 
mediums.  SIN  grossed  $4  million  last  year,  says  someone  close 
to  the  company,  and  expects  to  make  $8  million  this  year.  It's 
barely  breaking  even,  but  because  of  its  plan  to  be  an  enter- 


Boom  Busted  New  York's 


Old  Media  hyped  its  New 
Media  in  this  1995  cover 
story.  But  the  so-called 
tech  boom  was  bust  before 
it  ever  started. 


tainment  company  for  all  mediums  (not  just  a  Web  shop),  some 
people  even  predict  Sunshine  will — news  flash! — make  money 
in  the  near  future.  Maybe  the  company  will  be  a  player  in  Holly- 
wood someday.  Anything  is  possible. 

Unlike  his  Alley  counterparts,  Nye  wants  his  company  to 
create  content  for  film,  music,  TV,  and 
computers.  Believe  it  or  not,  in  Silicon 
Alley  this  is  uncool.  For  some,  it's  bet- 
ter to  die  than  get  in  bed  with  Old 
Media  companies.  "It's  shocking  to  me 
that  people  see  Old  Media  and 
Microsoft  as  the  Evil  Empire,"  he  says. 
This  month  Sunshine  will  run  a  show 
on  MSN  called  Vanishing  Point,  a  kind 
of  interactive  X-Files. 

The  one  refreshing  thing  about 
Nye  is  that  he's  practical  about  his 
chances  ("We're  hustlers;  we're  prob- 
ably, if  anything,  a  little  company  that 
gets  bought  out").  And  he  is  honest 
about  Silicon  Alley  ("Most  Silicon  Alley 
companies  are  irrelevant").Why  is  Nye 
an  unusual  Alley  character?  Because 
his  expectations  are... realistic. 

That  might  not  fit  everyone's  fan- 
tasy of  young  men  and  women  with  nose  rings  creating  a  New 
Media  Order.  Nye's  company  doesn't  seem  on  the  verge  of  great- 
ness. But  it's  also  not  on  the  verge  of  complete  failure.  "We're 
an  entertainment  company  providing  content,"  says  Nye.  "If  the 
Internet  goes  away  tomorrow,  we're  not  dead."  Not  many  com- 
panies in  Silicon  Alley  can  claim  even  that. 

Nye  was  at  Venture  Downtown,  too.  He  could  use  some 
funding.  He  gave  a  sparsely  attended  presentation  late  in  the 
day.  People  were  filtering  toward  the  cocktail  reception  or,  more 
likely,  escaping  home.  Nye  demonstrated  his  company's  role- 
playing  game,  Vanishing  Point.  It  seemed  like  fun  entertain- 
ment that  Dungeons  &  Dragons-type  game  players  and  con- 
spiracy buffs  would  enjoy.  Not  a  small  audience.  But  the 
boredom  from  the  straitlaced  VCs  was  palpable.  One  VC,  leav- 
ing the  room,  told  me,  "I  just  don't  get  this  stuff.  Wake  me  up 
when  you  can  make  money." 

The  obvious  advice  for  Silicon  Alley  startups  would  be: 
Go  west,  young  men  and  women.  (And  if  you  want  to  stay  in 
New  York:  Go  west  and  bring  back  nerds.)  The  West  is  where 
the  money  and  the  computer  knowledge  are.  California  and 
Washington  have  the  people  who  can  provide  money  and  tech- 
nical expertise  for  creative  ideas.  Content  isn't  bad,  but  does 
it  have  to  be  in  Manhattan?  Thus  far,  the  market  has  proved 
otherwise.  Companies  in  Silicon  Alley  have  tried  to  create  con- 
tent, but  the  real  content  success  stories  have  come  from  else- 
where. Books:  Amazon.com  in  Seattle.  Pornography:  various 
companies  in  Las  Vegas.  Sports:  ESPN  SportZone  in  Seattle. 
Despite  the  hype,  the  "center  of  New  Media"  is  not  in  Silicon 
Alley.  It's  everywhere  else  in  the  world.  ■ 

Gary  Andrew  Poole  (gap@well.com)  is  a  freelance  writer  living  in  San  Francisco. 
He  has  written  for  GQ,  Wired,  the  Los  Angeles  Times  Magazine,  arid  the  London 
Independent. 
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THE  DIFFERENCE  BETWEEN  PREDATOR  AND  PREY. 


It's  a  jungle  out  there. ..and  only  the  fittest  -  and  fastest  -  will 
survive.  That's  why  smarter  consumers  are  turning  to 
Brother's  business  class  laser  printers. 

Thanks  to  the  razor-sharp  quality  of  true  600  dpi  printing, 
and  1200  dpi  class  graphics  quality,  every  bit  of  output  our 
printers  produce  have  an  unparalleled  level  of  crispness  and 
definition.  But  we're  not  just  about  quality,  we're  also  about 
performance. 

No  matter  if  you  choose  the  cost-effective.  6  page  per 

minute  HL-760  or  the  10  ' 

page  per  minute  HL-1 060 

with  dual  bin.  400  wL  B 

sheet  capacity,  you'll  Jtk 

be  getting  our  award-  ■  |H 

winning  Straight  .^H 

Paper  Path  Technology  -  ^H^i 

a  system  that  revolutionized  \- . 

laser  printing  because  it  hl-76o  hl 


can  print  on  virtually  anything  from  postcards  to  9"  x  12"  envelopes. 

Need  a  bit  more  speed?  Our  HL-1 660  prints  at  a  blazing 
17  pages  per  minute,  and  it  uses  the  same  toner  cartridge 
as  the  HP  Laserjet  5. 

■  '• 

And  if  you're  not  the  only  cat  in  your  jungle,  you'll  be  happy  to 
know  that  the  HL-1 660  can  also  handle  demanding  multi-user 
and  network  environments*  with  its  high  capacity  paper  handling 
and  optional  duplexing  capabilities.  The  HL-1 660  is  a  printer  that 
_  will  make  you  king  of  your  jungle. 

jjjjL      But  no  matter  which  one  of  our 
laser  printers  you  choose,  rest 
^   B  assured  you'll  be  getting  exactly 

WL  I  I    ,  what  you  need  to  conquer  the 

HJHP      most  demanding  of  jungles. 


"With  proper  networkinteitace. 
All  specifications  quoted  are  under 
optimal  conditions. 


For  more  information,  please  call  the  Brother  fax-back  system.  1.800.521.2846  or  visit  our  web  site  at  http://www.brother.com 


i  mt      m     We're  at  your  side. 
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nthe  Big  Grapple 
ard  labor  is  a 
ay  of  life  and 
Californians  play 
all  day.  Don't 

believe  it! 


By  Owen  Edwards 


CN  BOTH  COASTS  OF  THE  UNITED  STATES,  there  is  an 
k  illusion — accepted  as  a  quasi-religious  tenet — 
A  about  work  and  who  does  the  most.  Stated 
H  simply,  it  is  this:  Type  A  New  Yorkers  work 
I  intensely,  efficiently,  and  almost  constantly; 
H  laid-back  West  Coasters,  particularly  Califor- 
W  nians,  work  casually,  in  periods  of  creativity 
j  interspersed  with  longer  periods  of  play.  This 
stereotype  has  been  around  since  long  before 
The  Mamas  &  The  Papas  sang  of  California  dreamin'  and  Jan 
and  Dean  praised  the  pleasures  of  Surf  City.  So  long,  in  fact,  that 
few  people  at  either  end  of  the  country  question  it. 

I've  had  the  chance  to  experience  the  work  ethic  on  both 
coasts.  For  most  of  my  career  I  worked  in  Manhattan,  believ- 
ing that  no  one  on  the  planet  put  nose  to  grindstone  as  devot- 
edly (and  effectively)  as  my  coworkers  and  I.  Then,  about  10 
years  ago,  I  moved  to  San  Francisco  to  start  a  magazine  with 
New  York  financing  (not  this  one,  as  it  happens).  Many  of  my 
working  relationships  continue  to  be  with  New  York-based  edi- 
tors, so  I've  developed  a  sensitivity  to  the  patterns  of  their  labor. 
To  reach  people  when  there's  the  best  chance  of  getting  some- 
thing accomplished,  I've  established  a  mental  calendar  of  the 
New  York  working  year.  After  a  while,  I  realized  that  the  win- 
dows of  opportunity  are  small,  and  seem  to  be  closed  as  often 
as  they're  open. 

There's  no  doubt  that  New  Yorkers  work.  And  they're  quick 
to  tell  you  how  hard,  with  a  more-zealous-than-thou  rectitude 
that  can  be  very  convincing.  The  real  question  is:  How  much 
of  their  effort  is  really  productive,  compared  to  the  beach-going, 
cafe-dallying  layabouts  on  "the  left  coast"?  I  admit  that  my  obser- 


vations require  an  asterisk,  since  most  of  my  contact  is  with  edi- 
tors (a  famously  self-pitying  subgroup  prone — and  I  do  mean 
prone — to  slothful  habits);  but,  as  a  journalist,  I  deal  with  enough 
lawyers  and  businesspeople  to  know  that  New  Yorkers  are  more 
similar  than  they  are  different. 

Based  on  my  attempts  to  pinpoint  periods  of  optimum  effi- 
ciency and  avoid  sloughs  of  despond  when  nothing  much  gets 
done,  here's  how  the  New  York  work  year  looks  from  California. 

The  two  weeks  following  New  Year's  Day  are  the 
depression  that  follows  the  long,  high-energy 
splurge  of  Christmas.  The  usual  January  thaw  that 
appears  around  midmonth  has  not  yet  falsely  raised 
spirits,  and  the  euphoria  of  New  Year's  Eve  has  given 
way  to  the  grim  realization  that  winter  is  less  than 
a  month  old.  After  the  middle  of  January,  for  about 
10  days  or  so,  meaningful  work  sometimes  takes 
place,  as  long  as  blizzards  don't  complicate  com- 
muting. (New  Yorkers  aren't  kept  away  from  work  by  bad  weather, 
but  they  use  whatever  energy  that's  left  when  they  get  there  to 
prepare  for  going  home.)  At  this  point  in  the  year,  I  pay  special 
attention  to  the  weather  page  of  the  New  York  Times. 

February  is  a  low  month  for  most  New  Yorkers,  and  work 
is  done  only  because  it's  better  than  dwelling  on  the  misery 
of  life.  The  slush  has  usually  stood  in  the  street  crossings  for 
weeks;  leaden  skies  offer  no  promise  of  winter's  end,  so  the 
best  and  the  brightest  head  for  St.  Martin,  Antigua,  et  al.  Pres- 
idents' Day  is  the  first  break  of  the  year,  and  those  benighted 
souls  condemned  to  stay  in  town  try  to  expand  it  in  any  way 
possible.  Hard  workers  need  not  apply. 


Illustrations  by  Rick  Sealock 
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ialifornians  live  a  life  that  is  almost  criminally  easy.  Leaving  out  such 
ramatic  events  as  floods,  fires,  earthquakes  and  riots,  and  chronic 

mnoyances  such  as  traffic  jams,  the  days  pass  by  in  sunny  splendor. 


Edwards 


Holidays  and  weekends  powerfully  shape  New 
York's  work/nonwork  balance.  The  Big  Grapple  is 
not,  in  general,  a  happy  place.  Culturally  rich,  intellectually  chal- 
lenging, full  of  unexpected  encounters,  good  restaurants,  and 
good-looking  people  with  more  than  their  share  of  wit  and  irony, 
yes.  But  short  on  the  small  aesthetic  pleasures  so 
abundant  in,  say,  Paris,  Venice,  or  San  Fran 
cisco.  At  its  worst,  New  York  can  feel  like 
the  Titanic,  endlessly  sinking  in  the 
Hudson.  Thus,  getting  away  from  it 
all  takes  on  enormous  importance, 
and  the  periods  of  decompression 
and  recompression  are  commen- 
surately  long.  Depending  on  the 
significance  of  the  holiday,  New 
Yorkers  may  begin  to  put  the 
brakes  on  their  vaunted  hyper 
drive  well  before  the  event. 
"I'll  do  it  after  Memorial 
Day"  is  a  standard  claim 
from  the  first  of  May  on- 
ward, or,  from  about  June  20 
onward,  "Let's  meet  on  that 
after  the  Fourth  of  July." 
Ditto  Easter/ Passover,  Labor 
Day,  and  Thanksgiving. 
After  such  pivotal  holidays, 
a  malaise  sets  in;  to  get  any- 
thing done,  one  has  to 
play  therapist — a  very  time- 
consuming  sideline. 

Before   getting   to  the 
dreaded  washout  known  as 
The  Christmas  Holidays,  a  few 
more  hard-learned  words  about 
the  New  York  summer  weekend. 
The  hot,  humid  months  in  the  city 
being  notoriously  insufferable,  most 
successful  New  Yorkers  have  summer 
houses,  usually  up  the  Hudson  or  at  the 
end  of  Long  Island  (where  my  precious  dacha 
stood).  To  get  to  and  from  these  retreats,  those  who  live  in  Man- 
hattan or  Brooklyn  must  contend  with  the  terrible  traffic  jams 
created  by  everyone  else  escaping  the  pressure  of  the  workweek. 

In  fact,  the  pressure  to  escape  pressure  creates  a  pressure  all 
its  own.  By  the  time  you  get  out  of  town  on  Friday  night,  all  of 
Saturday  is  required  to  unwind  from  the  white-knuckled  drive. 
Sunday  is  cut  in  half  by  the  need  to  get  on  the  road  early,  in  the 
vain  hope  of  findi  ne  two-hour  stretch  when,  magically, 
no  one  else  is  heading  back  into  town.  By  the  time  Sunday  night 


rolls  around,  after  the  family  has  been  dropped  off  at  the  apart- 
ment and  the  car  has  been  returned  to  the  expensive  garage  (there 
to  be  tortured  by  sadistic  young  Torquemadas),  a  typical  work- 
ing New  Yorker  is  in  a  state  of  exhaustion  so  deep  it  can  take  all 
of  Monday  and  most  of  Tuesday  to  recover.  To  the  normal  gloom 
and  torpor  attending  the  new  workweek,  add  a  full  20  hours. 

Similarly,  the  countdown  to  weekends 
begins  early.  Restaurateurs  know  that 
Thursday  night  is  busy  because  it's  the 
new  Friday  night.  Many  New  York 
companies  have  accepted  reality 
by  making  1  o'clock  Friday  their 
official  summer  closing  time. 
Do  not  expect  much  from  a 
New  Yorker  after  Thursday  at, 
say,  3  o'clock.  And  the  hours 
are  rolling  back  every  year. 

Christmas  is  to  New  York 
what  August  is  to  Milan.  Or 
would  be,  if  New  York  didn't 
pretty  much  shut  down  in 
August,  too.  Though  Christ- 
mas is  actually  only  one 
day,  a  Dickensian  Yuletide 
stretches  the  system  of  work 
and  social  life  in  every  direc- 
tion, bringing  any  semblance 
of  productivity  to  the  mer- 
est crawl.  From  the  onset  of 
the  shopping-day  count- 
down on  the  Friday  after 
Thanksgiving  until  the  post- 
New  Year  doldrums  (bring- 
ing this  survey  full  circle),  the 
town  is  in  a  state  of  druidic 
anticipation  punctuated  by 
«  {^>.  s         frenzied  fits  of  catching  up. 

U    v    J  y  ^ternm  rhrow  in  the  inevitable  round 

of  office  parties,  obligatory 
lunches,  and  cocktail  parties  when 
management  gets  to  show  its  gratitude 
to  Norm  in  the  mailroom  and  all  the  other  "little  people,"  and 
the  three-  and  four-hour  midday  breaks  to  shop,  and  if  anything 
at  all  gets  done  it's  either  by  accident,  or  by  Scrooge. 

Though  my  anecdotal  data  can't  provide  a  definitive  figure, 
of  the  365  days  of  the  calendar  year,  after  weekends,  vacations, 
and  the  above-listed  periods  of  drift,  depression,  and  delirium, 
I'd  guess  that  New  Yorkers  actually  work  about  50  days.  So  why 
is  it  they,  and  every  other  American,  believe  they  work  con- 
stantly, and  that  Californians  barely  work  at  all?  ►  94 
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Let's  face  it,  you  and  your  network  are  sort  of  joined  at  the  hip.  It  succeeds.  So  do  you.  Which 
is  why  you  need  a  network  you  can  trust.  A  Nortel  Power  Network  can  transform  your  dis- 
parate legacy  networks  -  data,  voice,  video  -  into  an  integrated  multimedia  network  that's 
more  cost-effective,  flexible  and,  yes,  more  reliable.  So  think  Power  Network  and  keep  the  faith. 

For  an  evaluation  of  your  network,  contact  us  today.  1-800-4NORTEL,  department  BL8C  or  www.nortel.com/BL8C. 
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92  ^  The  answer  is  obvious  to  anyone  who  has 
ever  lived  in  New  York,  particularly  Manhattan 
Island.  Life  in  New  York  is  a  formidable  mix  of  sheer  drudgery, 
mortal  combat,  small  victories,  serious  disasters,  stress,  mess, 
duress,  constant  strategizing,  artful  dodging,  shucking  and  jiv- 
ing, running  late,  running  scared,  gearing  up,  screwing  up,  sched- 
uling and  rescheduling,  noise,  crowds,  and  on  occasions,  fire  and 
brimstone.  Living  in  New  York,  in  other  words,  is  hard  work, 
about  20  hours  a  day  (if  you  count  the  police,  ambulance,  and 
fire  sirens,  street  scuffles,  and  car  alarms  that  play  hell  with  a 
night's  sleep).  Some  part  of  a  day  is  official  work,  but  everything 
else  is  work,  too. 

Even  New  York's  great  pleasures  are  work:  getting  dinner  reser- 
vations or  theater  tickets,  fighting  the  crowds  for  a  little  viewing 
space  at  the  art  museums,  even  taking  a  quiet  stroll  in  Central 
Park  (watch  that  kamikaze  rollerblader!).  I  can  remember  for- 
saking a  summer  weekend  at  my  house  on  Long  Island — when 
the  bluefish  were  running — because  just  thinking  about  the  traf- 
fic on  the  Long  Island  Expressway  exhausted  me.  New  Yorkers 
compete  for  everything,  from  a  cup  of  coffee  to  top  spot  after 
a  corporate  coup  d'etat.  As  a  result,  they're  usually  tired  to  one 
degree  or  another,  and  they  assume  (so  as  not  to  be  too  deeply 
depressed)  that  it's  because  they  work  so  hard. 

Meanwhile,  out  in  lotusland,  Californians  live  a  life  that  is 
almost  criminally  easy.  Leaving  out  such  dramatic  events  as 
floods,  fires,  earthquakes  and  riots,  and  chronic  annoyances  such 
as  traffic  jams,  the  days  pass  by  in  sunny  splendor.  I  live  in  the 
middle  of  a  major  city,  yet  I  row  on  an  almost  empty  lake  every 
morning,  walk  my  dogs  through  a  beautiful  ravine  in  the  evening, 
and  ride  a  motorcycle  all  year  long.  I  don't  have  a  house  in  the 
country  because  I  don't  need  one;  escape  isn't  critical  when  there's 
nothing  to  escape  from. 

Competition  for  bits  and  pieces  of  the  good  life  is  not  so 
intense  here,  so  stress  is  low.  The  downside  is  that  Californians 
are  irony-deprived,  hence  not  as  funny  as  New  Yorkers.  But  the 
upside  is  that  life  does  not  exact  such  a  toll.  When  I  came  to 
the  West  Coast,  I  discovered  I'd  won  back  the  energy  used  to 
maintain  the  2-inch  impenetrable  force  field  New  Yorkers  need 
to  hold  the  maddening  crowd  at  bay.  This  energy,  and  the  energy 
produced  by  relaxation  and  pleasure,  can  be  put  into  work.  (Leav- 
ing behind  the  dozen  colds  picked  up  during  winter  rides  on  the 
downtown  IRT  hasn't  been  a  bad  thing,  either.)  When  I'm  on  the 
phone  to  people  in  the  East,  I  make  sure  to  sound  edgy  and  tired, 
lest  my  general  good  mood  cause  them  to  regret  hearing  from  me. 

Like  most  New  Yorkers,  I  loved  the  city,  even  when  it 
was  reducing  me  to  a  tapped-out  type-A  personality.  The 
fact  that  New  York  dished  out  constant  punishment  actually 
made  me  proud  to  be  a  survivor;  I  couldn't  believe  that  any- 
one who  didn't  overcome  daily  drubbings  could  judge  himself 
worthy — the  "if  you  can  make  it  here,  you  can  make  it  anywhere" 
rationale.  Though  I  thought  I  was  some  kind  of  lean,  mean 
working  machine  in  Manhattan,  I  actually  get  more  done  in  Cal- 
ifornia. So  do  thousands  and  thousands  of  others.  Just  check 
the  numbers.  ■ 

Owen  Edwards  is  a  contributing  editor  for  Forbes  ASAP  and  a  contributing  writer 
for  GQ.  He  was  executive  editor  of  American  Photographer,  managing  editor  of  Cos- 
mopolitan, and  founding  editor  of  Parenting. 
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61  >4  employment  is  another  partnership  in  a 
resilient  network  of  relationships.  It  isn't  a  lifetime 
commitment  on  either  side. 

The  valley  of  perfect  skies  and  unstable  ground  does  not 
inspire  thoughts  of  permanence.  Blending  intense  ambition  and 
constant  upheaval,  it  has  created  a  carpe  diem  culture  of  tran- 
sitory greatness:  You  achieve  today  because  everything  could 
change  tomorrow.  Boston  is  also  a  stimulating  intellectual  envi- 
ronment and  still  produces  a  steady  stream  of  startups.  But  the 
regional  culture  of  anticipation  means  technologists  and  entre- 
preneurs must  struggle  between  its  two  extremes:  too  much  con- 
trol and  too  little  closure.  Hutchinson,  the  Boston  technology- 
management  consultant,  draws  the  contrast  between  the  hierarchy 
of  Harvard — "a  pecking  order  with  a  capital  P" — and  the  open- 
ness of  high  tech  ventures,  such  as  Digital  Equipment,  that  sprang 
from  the  MIT  culture.  That  culture,  he  notes,  is  to  say,  "Every- 
body's interesting.  Every  thing  is  interesting.  Every  possibility 
is  interesting.  Let's  discuss  things.  Let's  have  more  conversations. 
Let's  debate  stuff.  Because  it's  just  interesting.  Oh,  we  need  to 
turn  out  a  product.  Gosh."  That  pure,  impractical  culture  of 
visionary  play  may  generate  wonderful  ideas,  but  someone  else 
must  turn  them  into  realities. 

Kimbo  Mundy  of  Bidder's  Edge  illustrates  the  difference 
between  the  coasts  with  two  technological  heroes:  Tim  Berners- 
Lee,  now  at  MIT,  who  invented  the  underlying  structures  of  the 
World  Wide  Web,  and  Marc  Andreessen,  now  in  Silicon  Valley, 
who  created  the  good-enough  integration  of  text  and  graphics 
that  made  it  take  off.  Each  migrated  to  the  appropriate  cultural 
milieu.  "On  the  East  Coast,"  says  Mundy,  "it's  the  building  of  the 
thing  that's  most  important.  And  on  the  West  Coast,  the  sharing 
of  it  is  relatively  more  important.  Getting  things  out  to  the  light 
of  day  seems  more  important  there." 

Once  they  hit  the  light,  no  one  can  anticipate  just  where  inno- 
vations will  lead — or  whether  they  will  in  fact  succeed.  It  is  by 
trusting  the  search,  permitting  experiments  whose  results  no  one 
can  know,  that  we  allow  advances  to  occur.  In  a  1979  paper,  Wil- 
davsky  prefigured  his  discussion  of  anticipation  and  resilience 
with  a  meditation  on  the  sources  of  progress.  It  depends,  he  sug- 
gested, on  spontaneity  and  serendipity,  on  discoveries  no  one 
can  predict  or  foresee:  "Incessant  search  by  many  minds... pro- 
duces more  (and  more  valuable)  knowledge  than  the  attempt  to 
program  the  paths  to  discovery  by  a  single  one. ...  Not  only  mar- 
kets rely  on  spontaneity;  science  and  democracy  do  as 
well....  Looking  back  over  past  performance,  adherents  of  free 
science,  politics,  and  markets  argue  that  on  average  their  results 
are  better  than  alternatives,  but  they  cannot  say  what  these  will 
be.  ...The  strength  of  spontaneity,  its  ability  to  seek  out  serendip- 
ity, is  also  its  shortcoming — exactly  what  it  will  do,  as  well  as 
precisely  how  it  will  do  it,  cannot  be  specified  in  advance." 

Nowadays  it  seems  that  every  place  wants  to  be  like  Sili- 
con Valley — to  discover  its  secrets  and  copy  them.  Here,  then, 
is  a  secret  that  can  be  copied,  even  in  places  with  lousy  weather 
and  stable  ground:  Don't  ask  for  answers  in  advance.  Don't  try 
to  create  a  life  without  surprises.  Trust  serendipity.  ■ 

Virginia  I.  Postrel  (vpostrel@aol.com)  is  the  editor  of  Reason.  She  is  writing  a  book, 
The  Future  and  Its  Enemies,  to  be  published  by  The  Free  Press.  Her  previous  Forbes 
ASAP  columns  are  available  on  Reasons  Web  site  at  www.reasonmag.com. 
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IBM  PC  300,  with 
LANClient  Control 
Manager,  helps  you  focus 
rtmre  on  your  business 
and  less  on  your  PCs. 


IBM  PC  Server 
704,  with  NetFinity, 
gives  you  the  confidence 
to  run  your  business 
critical  applications. 


ThinkPad  380  gives 
you  an  affordable  way 

to  take  advantage  of 
the  industry  's  leading 
technologies. 


IBM  IntelliStations, 
with  Wake  on  LAN.  let 
you  power  up  multiple 

workstations  from  a 
single  location. 


Designed  and  tested  total 
solutions  with  network, 
storage  and  memory, 
from  Options  by  IBM. 


IBM  Personal  Computing  Solutions 


the 

"if  technology 
is  such  a  great 
nvestmentwhere's 


our  return? 

solution 


It's  not  just  about  bits  and  bytes 
anymore,  it's  also  about  profits 
and  losses.  So  we've  taken  a  new 
approach  to  networked  personal 
computing. 

Exclusively  through  IBM  Business 
Partners,  we've  assembled  a  port- 
folio of  technology,  services  and 
financing  that  optimizes  your 
technology  investment.  We  call 
this  IBM  System  Care. 

The  whole  point  of  IBM  System  Care  is 
to  help  you  obtain  a  competitive  busi- 
ness advantage  through  technology. 
It  helps  control  costs  by  mapping 
out  how  much  you'll  spend. 

You  can  manage  your  network  more 
easily  with  tools  like  NetFinity, 
Wake  on  LAN  and  ServerGuide. 

And  IBM  System  Care  Technology 
Exchange'  helps  make  sure  what's 
on  your  desk  is  the  latest  version 
available.  You  can  also  maintain 
your  network  with  services2  from 
tech  support  to  disaster  recovery 
assistance. 

Visit  www.us.pc.ibm.com/systemcare 
or  call  1 800  IBM-7255,  ext.  4229, 
and  see  how  you  can  measure 
your  investment  in  dollar  returns. 
It's  just  better  business. 


Solutions  for  a  small  planet " 


financing  available  liom  IBM  Credit  Corporation  to  qualified  commercial,  state  and  local 
government  customers  36 -month  term  available  on  hardware,  20%  exchange  tee  on  most 
assets  Rales  based  on  credit,  term  and  options  Olher  restrictions  may  apply  Subiect  to 
change  or  withdrawal  without  notice  Planned  availability  ot  seivices  vanes  PCs  referenced  in 
Ihisad  ship  with  an  ni^utinij  system  IBM  Business  Paitnei.NelFiniry  Wake  nn  LAN. Server- 
Guide,  PC  300,  ThinkPad,  InteREStation  and  Solutions,  tor  a  small  planet  are  trademarks  o! 
International  Business  Machines  Corporation  in  the  United  States  and'ur  other  countries 
Pentium  and  the  Intel  Inside  logo  are  registered  trademarks  ul  Inlet  Corporation  <c)1997IBM 
Corp  All  rights  reserved 


MAKING  YOUR  HOME  OFFICE   LOOK  MORE  PROFESSIONAL: 


Look  bigger  with  strategically-positioned  Office  Dummies.  Amuse  yourself  by  calling 
staff  meetings.  Bark  orders.  Send  them  out  Jor  your  laundry.  It's  not  like  they'll  talk  back. 


A  forking  Garage  Gate  reminds  your  clients  that  they're  entering  a  place 
of  business.  Besides,  think  of  the  goodwill  you'll  create  by  validating  their  parking  tickets. 


Use  Microprint  one.  The  versatile  paper  that  works  like  a  jewel  injaxes,  copiers  and  printers. 
Now  you  don't  have  to  use  ten  kinds  of  paper,  fust  one.  The  one  you'll  feel  right  at  home  with. 
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Any  machine... One  Paper.' 


Available  at  Staples' 


n  the  all-risk, 
ll-the-time 
ot  spots, 
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services... 


...take  chances 
and  make  millions. 


LEADING  LAW  FIRMS  FOR  VENTURE-BACKED  1996  IPOs 


When  John  Wilson  left  a  secure  job  as  in-house  counsel  for 
Hiller  Helicopters  to  open  a  four-lawyer  firm  in  Palo  Alto  35 
years  ago,  his  former  colleagues  thought  he'd  lost  his  senses.  The 
area  from  Palo  Alto  to  San  Jose  was,  at  the  time,  largely  fruit 
orchards — cherries,  prunes,  and  apricots. 

But  the  canny  Wil- 
son saw  promise  in 
fledgling  companies 
such  as  Fairchild 
Semiconductor  and 
Hewlett-Packard.  He 
recognized  Stanford 
University's  emerging 
engineering  prowess 


Rank 


Firm 


Wilson  Sonsini  Goodrich  &  Rosati 


Cooley  Godward  Huddleson  &  Tatum  San  Francisco 


Broheck  Phleger  &  Harrison 


Hale  &  Dorr 


Venture  l  aw  Group 


Microsystems,  Netscape,  Seagate  Technology — 2,500  in  all. 

Such  a  fat  client  roster  translates  into  terrific  financials.  In 
1995  Wilson  Sonsini  raked  in  $114  million.  Profits  per  partner 
reached  $480,000,  the  highest  in  the  Bay  Area.  Those  revenues 
are  on  par  with  Wall  Street  powerhouse  Wachtel,  Lipton,  Rosen 

&Katz  ($121  million) 
and  the  international 
outfit  Coudert  Broth- 
ers ($120  million). 
Last  year  (as  always) 
revenues  were  up,  up, 
up — 30% — reaching 
$148.5  million. 

Wilson  Sonsini's 


Headquarters 


»  of  IPOs- 


Palo  Alto 


_3I_ 


JUL 


San  Francisco 


Boston 


JJL 


Menlo  Park 


_L0_ 


Source  VenlureOne  Corporation 


and  met  a  few  venture  capitalists.  There  wasn't  yet  much  high 
tech  legal  work  around,  but  Wilson  figured  if  he  built  it  they 
would  come. 

They  did.  Now  80  and  retired,  Wilson  can  look  north  to  San 
Francisco  and  have  the  last  laugh.  His  firm,  the  400-lawyer 
Wilson  Sonsini  Goodrich  &  Rosati,  is  the  largest  and  one  of 
the  richest  single-office  law  firms  in  the  country.  Still  head- 
quartered in  Palo  Alto  (but  housed  today  in  a  sleek,  modern 
monument  to  its  own  prosperity),  the  firm  boasts  clients  among 
the  best  and  biggest  in  Silicon  Valley  and  the  world — Sun 


success  is  impressive  but  not  one  of  a  kind.  As  the  fortunes  of 
West  Coast  high  tech  companies  have  risen,  so  too  have  those 
of  the  professionals  who  serve  them,  lawyers  and  accountants, 
consultants  and  marketeers,  ad  men  and  public  relations  flacks. 
It's  possible  for  professional  services  to  make  millions,  even  go 
public,  right  along  with  their  clients.  Few  other  industries,  if  any, 
have  turned  infrastructure  into  such  a  gold  mine. 

Certainly  New  York  and  Washington,  D.C.,  have  their  share 
of  overcompensated  law  partners  and  overpaid  consultants.  But 
the  West's  relatively  untamed  past  set  the  stage  for  a  bigger 
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bonanza,  says  Wilson  Sonsini  name  partner  Larry 
Sonsini.  "The  cultural  background  of  Silicon  Valley 
was  embryonic  when  we  started  here.  There  weren't  a  lot  of  old- 
line  businesses  and  old-line  service  support  companies  like  law 
or  accounting  firms,  banks,  or  investment  banks.  We  started 
with  a  very  fresh  slate.  Consequently,  the  valley  was  able  to  mold 
itself  in  such  a  way  to  be  responsive  to  entrepreneurism,  growth, 
and  achievement." 

Thirty  years  into  the  digital  revolution,  that's  still  true.  Says 
Sonsini,  "If  you  look 
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at  the  valley  today, 
you'll  see  that  it  really 
does  have  a  very  open 
kind  of  culture.  There 
aren't  any  particular 
country  clubs  that 
anybody  has  to  be- 
long to,  or  style  of 
dress.  Very  little  of  that  has  become  fixed.  So  the  area  has  main- 
tained its  focus." 

That's  how  advertising  companies  such  as  Cupertino,  Cali- 
fornia-based CKS  Group  go  from  zero  to  more  than  $100  million 
in  revenues  in  eight  years.  Now  one  of  the  Bay  Area's  largest  ad 
firms  (it  went  public  in  1995),  CKS  pioneered  the  use  of  desktop 
publishing  and  graphics  workstations  to  attract  high  tech  clients, 
who  made  up  nearly  all  of  its  early  revenue  base.  Says  CEO  Mark 
Kvamme,  "The  largest  ad  agency  in  this  area  in  the  1970s  and 
1980s  plateaued  at  $4  million  in  revenues.  This  year  we're  pro- 
jected to  generate  $130  million."  And  only  50%  will  come  from 
technology  companies.  CKS  has  sold  its  high  tech  ad  approach 
to  nontech  clients  such  as  United  Airlines  and  McDonald's. 

Waggener  Edstrom,  the  nation's  largest  independent  tech- 
nology-focused public  relations  outfit,  built  its  success  on  the 
coattails  of  its  number-one  client,  Microsoft.  The  privately  held 
Portland-based  firm  doesn't  publish  financials,  but  Waggener 
Edstrom  has  grown  from  4  to  290  employees  in  the  past  decade. 
The  firm  opened  branch  offices  in  Bellevue,  Washington,  and 


Santa  Clara,  California,  to  expand  its  reach  and  won  other  suc- 
cessful clients,  including  HP,  Visio,  and  SAP.  Says  cofounder  Jody 
Peake,"Our  biggest  problem  continues  to  be  controlling  growth 
and  finding  enough  qualified  people  to  meet  the  needs  of  our 
client  base." 

The  opportunity  to  make  great  wealth  as  a  professional  isn't 
limited  to  up-and-comers  like  Waggener  Edstrom.  Even 
the  old  and  stodgy,  such  as  the  Big  Six  accounting  firms,  reap 
rewards  by  responding  to  the  high  tech  sector's  blistering  eco- 
nomic growth. 

Take  KPMG  Peat 
Marwick,  for  exam- 
ple. The  accounting 
behemoth  smartly 
anticipated  the  high 
tech  boom  and  over- 
committed  resources 
to  its  Silicon  Valley 


outposts  in  the  mid-1980s  in  an  effort  to  win  clients.  Now 
KPMG's  revenue  growth  in  its  technology  practice  has  aver- 
aged more  than  30%  in  each  of  the  past  three  years.  Says  Roger 
Siboni,  who  managed  the  firm's  tech  practice  for  five  years,  "When 
I  started  in  Palo  Alto  in  1984,  the  office  had  three  people. 
Now  there  are  more  than  300,  and  they're  all  focused  on  tech- 
nology clients." 

The  investment  banks  that  grew  up  with  the  valley,  Robert- 
son Stephens,  Montgomery  Securities  (recently  acquired  by 
BankAmerica  and  NationsBank  respectively),  and  Hambrecht  & 
Quist,  always  focused  on  high  tech  and  prospered.  But  it  wasn't 
long  before  Wall  Street's  most  powerful  firms  realized  how  lucra- 
tive the  technology  market  had  become.  Goldman  Sachs,  Mer- 
rill Lynch,  and  Morgan  Stanley  quickly  muscled  their  way  into 
rich  technology  IPO  deals,  including  Microsoft,  Oracle,  and  Cisco. 
But  the  locals  stood  firm.  Last  year,  the  three  San  Francisco-based 
banks  combined  to  raise  more  than  $2.5  billion  in  68  informa- 
tion sciences  IPOs,  competing  head-to-head  with  New  York's 


biggest  investment  houses. 


-Geoff  Bautn 
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CA 

16 

$484M 

$2,235M 

CA 

58 

$3,723M 

$21,081M 

CA 
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$4,735M 

$21,444M 

MA 

5 

94 

372 

MA 

11 

413 

1,544 

MA 

43 

1,629 
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PA 

1 

48 

114 

TX 

8 
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1,064 

NY 

18 
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5,461 

WA 

1 

39 

151 

NY 
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1,746 

TX 

16 
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NY 
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38 
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Fl 

6 
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PA 

16 
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VA 

1 

33 
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CT 

5 

200 
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FL 

15 
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1 

2SL 
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MN 

5 

124 

466 

II 

12 

839 

3,544 

_AZ 

1 

28 

117 

OH 

4 

224 

386 

CO 

10 

651 

2,531 

OR 

1 

24  . 

70 

II 

4 

206 

572 

VA 

10 

578 

2,370 

JEN 

1 

22 

87 

VA 

3 

257 

713 

CT 

8 

300 

1.181 

♦  Market  cap  figures  represent  company's 

market  value  at  the  time  of  the  IPO  Data  includes  information  science  companies. 

Source:  Technologic  Partners 

The  Market  Is  Hotter  v  here-,  but  California  is  still  the  winner  in  both  IPOs  and  venture  capital.  Massachusetts  and  New  York  have 
made  impressive  gain.  hers  of  new  public  companies  and  dollars  raised  in  IPOs.  Texas  saw  no  IPOs  in  1990,  but  last  year  it 

boasted  16.  Despite  A  xany  millionaires  and  substantial  VC  financing,  Washington  remains  absent  from  the  IPO  top  ten. 
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Robert  Noyce,  inventor  of  the  silicon  microchip  and 
i  co-founder  of  Intel,  grew  up  in  Grinnell,  Iowa,  one  of 
I  countless  small  towns  in  the  Midwest  that  had  been 
'  founded  in  the  19th  century  as  religious  communities 
by  so-called  Dissenting  Protestants:  Congregationalists, 
Presbyterians,  Baptists,  Methodists,  and  many  others. 
i  What  Dissenting  Protestants  dissented  from  was  the 
m  Church  of  England  and  its  elaborate  ties  to  British 
upper-class  life.  The  founder  of  the  town  of  Grinnell  (1854)  was 
a  young  New  England  Congregational  minister,  Josiah  Grinnell, 
who  was  weary  of  the  decadence  of  the  East  Coast  and  wanted 
to  establish  a  City  of  Light  out  on  the  virgin  plains. 

The  Congregational  Church  had  no  hierarchy.  Each  congrega- 
tion was  autonomous.  A  minister  was  a  teacher  rather  than  a  holy 
shepherd  with  a  flock.  Each  member  of  the  Congregation  was  sup- 
posed to  be  his  own  priest,  in  direct  communication  with  God. 

When  Noyce,  whose  father  was  a  Congregational  minister,  was 
growing  up  in  the  1930s  and  1940s,  there  were  still  people  walk- 
ing around  in  Grinnell  who  had  known  Josiah  Grinnell  person- 
ally. They  were  getting  old — Grinnell  had  died  in  1891 — but  they 
were  walking  around,  and  Josiah's  hand  still  lay  heavily  upon  his 
town  of  7,000  souls.  There  were  subde  gradations  of  status  in  Grin- 
nell, and  it  was  better  to  be  rich  than  poor,  but  the  important  thing 
was  not  to  show  it.  To  all  intents  and  purposes,  there  were  only 
two  social  classes:  those  who  were  hard-working,  God-fearing, 
church-going,  and  well  educated  and  those  who  were  not. 

When  they  were  in  their  teens,  Noyce  and  his  brothers  made 
their  pocket  money  by  mowing  lawns,  raking  leaves,  and  baby- 
sitting. In  Grinnell  that  was  socially  correct  behavior.  To  have 
devoted  the  same  time  to  taking  tennis,  golf,  or  riding  lessons  would 

Fairchild  Founders  Their  chips — and  culture — changed  the  world. 
Left  to  right,  top:  Julius  Blank,  Vic  Grinich,  Sheldon  Roberts,  Eugene 
Kleiner.  Bottom:  Jean  Hoerni,  Gordon  Moore,  Bob  Noyce,  Jay  Last. 
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have  been  regarded  as  a  gaffe  of  the  genus  Conspic- 
uous Indolence.  There  was  no  Country  Club  set  in 
Grinnell  or  anything  approaching  one.  Josiah  Grinnell  had  made 
sure  that  his  City  of  Light  turned  its  back  on  the  European-based 
social  lines  that  prevailed  Back  East. 

This  attitude  had  a  fascinating  corollary  in  education.  Back 
East,  as  in  Europe,  engineering  was  an  unfashionable  field  for 
any  truly  gifted  student  to  go  into.  It  was  looked  upon  as  noth- 
ing more  than  manual  labor  elevated  to  a  science. 

There  was  "pure"  science  and  there  was  engineering,  which 
was  merely  practical.  Back  East  engineers,  no  matter  how  gifted, 
ranked  below  doctors,  lawyers,  Army  colonels,  Navy  captains, 
business  executives,  and  professors  of  English,  history,  biology, 
chemistry,  and  physics.  This  piece  of  European  snobbery  never 
reached  Grinnell,  however,  nor  did  it  turn  up  in  many  of  the 
thousands  of  small  towns  in  the  Midwest  and  the  Far  West.  An 
extremely  bright  student,  the  one  possessing  the  quality  known 
as  genius,  was  infinitely  more  likely  to  go  into  engineering  in 
Iowa,  Illinois,  Michigan,  or  Wisconsin  than  anywhere  Back  East. 

As  a  result,  the  way  to  today's  Information  Superhighway, 
more  recently  known  as  the  Digital  Revolution,  was  paved  entirely 
by  geniuses  from  the  Midwest  and  farther  west.  The  inventor 
of  the  lightbulb,  which  started  it  all,  was  Thomas  Edison  from 
Port  Huron,  Michigan.  The  inventor  of  the  vacuum  tube,  which 
made  possible  the  development  of  the  high-speed  electronic  com- 
puter, was  Lee  De  Forest  from  Council  Bluffs,  Iowa.  The  three 
engineers  at  Bell  Laboratories  who  won  Nobel  Prizes  for  invent- 
ing the  transistor,  which  replaced 
the  vacuum  tube,  were  John 
Bardeen  from  Madison,  Wiscon- 
sin, Walter  Brattain  from  Seattle, 
Washington,  and  William  Shock- 
ley  from  Palo  Alto,  California.  The 
chief  of  the  fabled  Bell  Labs  in 
those  palmy  days  was  Oliver 
Buckley  from  Sloane,  Iowa.  The 
two  inventors  of  the  integrated 
circuit  or  "microchip,"  the  very 
heart  of  the  Revolution,  were,  first. 
Jack  Kilby,  from  Jefferson  City, 
Missouri,  whose  chip  was  made  of 
germanium,  and,  six  months  later, 
Noyce,  whose  chip  was  made  of 
silicon  and  became  the  standard 
for  the  industry  and  gave  the 
Silicon  Valley  its  name. 

By  the  time  he  reached  Cali- 
fornia, Noyce  had  stopped  going 
to  church  and  had  started  smok- 
ing and  took  a  drink  when  he  felt 
like  it  (one  of  the  vilest  of  all  sins 
in  Josiah  Grinneli's  book).  By  and  by  he  even  divorced  his  first 
wife  and  married  a  younger  woman.  But  when  it  came  time  to 
set  up  the  two  famous  Silicon  Valley  corporations  he  headed, 
Fairchild  Semiconductor  and,  subsequently,  Intel,  he  discovered 
that  Grinnell  had  come  west  with  him,  as  if  sewn  into  the  very 
linings  of  his  d  ithout  even  knowing  it  was  happen- 


That  in  itself  was  enough  to 
turn  heads  at  Fairchild.  Nobody 
had  ever  seen  a  limousine 
and  a  chauffeur  out  there  before 


ing,  he  had  become  the  Josiah  Grinnell  of  the  Silicon  Valley's 
corporate  culture.  — Tom  Wolfe,  June  1997 

e  day  John  Carter  came  to  Mountain  View  for  a 
close  look  at  Noyce's  semiconductor  operation. 
Carter's  office  in  Syosset,  Long  Island,  arranged  for 
a  limousine  and  chauffeur  to  be  at  his  disposal  while 
he  was  in  California.  So  Carter  arrived  at  the  tilt- 
up  concrete  building  in  Mountain  View  in  the  back 
of  a  black  Cadillac  limousine  with  a  driver  in  the 
front  wearing  the  complete  chauffeur's  uniform — 
the  black  suit,  the  white  shirt,  the  black  necktie,  and  the  black 
visored  cap.  That  in  itself  was  enough  to  turn  heads  at  Fairchild 
Semiconductor.  Nobody  had  ever  seen  a  limousine  and  a  chauf- 
feur out  there  before.  But  that  wasn't  what  fixed  the  day  in  every- 
body's memory.  It  was  the  fact  that  the  driver  stayed  out  there 
for  almost  eight  hours,  doing  nothing.  He  stayed  out  there  in  his 
uniform,  with  his  visored  hat  on,  in  the  front  seat  of  the  lim- 
ousine, all  day,  doing  nothing  but  waiting  for  a  man  who  was 
somewhere  inside.  John  Carter  was  inside  having  a  terrific  chief 
executive  officer's  time  for  himself.  He  took  a  tour  of  the  plant, 
he  held  conferences,  he  looked  at  figures,  he  nodded  with  sat- 
isfaction, he  beamed  his  urbane  Fifty-Seventh  Street  biggie  CEO 
charm.  And  the  driver  sat  out  there  all  day  engaged  in  the  task 
of  supporting  a  visored  cap  with  his  head.  People  started  leav- 
ing their  workbenches  and  going  to  the  front  windows  just  to 
take  a  look  at  this  phenomenon.  It  seemed  that  bizarre.  Here  was 
a  serf  who  did  nothing  all  day  but  wait  outside  a  door 
in  order  to  be  at  the  service  of  the  haunches  of  his 
master  instantly,  whenever  those  haunches  and  the 
paunch  and  the  jowls  might  decide  to  reappear.  It 
wasn't  merely  that  this  little  peek  at  the  New  York- 
style  corporate  high  life  was  unusual  out  here  in  the 
brown  hills  of  the  Santa  Clara  Valley.  It  was  that  it 
seemed  terribly  wrong. 

A  certain  instinct  Noyce  had  about  this  new  indus- 
try and  the  people  who  worked  in  it  began  to  take  on 
the  outlines  of  a  concept.  Corporations  in  the  East 
adopted  a  feudal  approach  to  organization,  without 
even  being  aware  of  it.  There  were  kings  and  lords, 
and  there  were  vassals,  soldiers,  yeomen,  and  serfs, 
with  layers  of  protocol  and  perquisites,  such  as  the 
car  and  driver,  to  symbolize  superiority  and  estab- 
lish the  boundary  lines.  Back  East  the  CEOs  had  offices 
with  carved  paneling,  fake  fireplaces,  escritoires, 
bergeres,  leather-bound  books,  and  dressing  rooms, 
like  a  suite  in  a  baronial  manor  house.  Fairchild  Semi- 
conductor needed  a  strict  operating  structure,  par- 
ticularly in  this  period  of  rapid  growth,  but  it  did  not 
need  a  social  structure.  In  fact,  nothing  could  be 
worse.  Noyce  realized  how  much  he  detested  the  East- 
ern corporate  system  of  class  and  status  with  its  endless  grada- 
tions, topped  off  by  the  CEOs  and  vice  presidents  who  conducted 
their  daily  lives  as  if  they  were  a  corporate  court  and  aristocracy. 
He  rejected  the  idea  of  a  social  hierarchy  at  Fairchild. 

Not  only  would  there  be  no  limousines  and  chauffeurs,  there 
would  not  even  be  any  reserved  parking  places.  Work  began  at 


I  04     FORBES  ASA  jg  isl   2  5.  1  997 


8  a.m.  for  one  and  all,  and  it  would  be  first-come,  first-served, 
in  the  parking  lot,  for  Noyce,  Gordon  Moore,  Jean  Hoerni,  and 
everybody  else.  "If  you  come  late,"  Noyce  liked  to  say,  "you  just 
have  to  park  in  the  back  forty."  And  there  would  be  no  baro- 
nial office  suites.  The  glorified  warehouse  on  Charleston  Road 
was  divided  into  work  bays  and  a  couple  of  rows  of  cramped 
office  cubicles.  The  cubicles  were  never  improved.  The  decor 
remained  Glorified  Warehouse,  and  the  doors  were  always  open. 
Half  the  time  Noyce,  the  chief  administrator,  was  out  in  the  lab- 
anyway,  wearing  his  white  ■nMGgg&SHBSSBflH 
lab  coat.  Noyce  came  to  work  in  a 
coat  and  tie,  but  soon  the  jacket  and 
the  tie  were  off,  and  that  was  fine  for 
any  other  man  in  the  place,  too. 
There  were  no  rules  of  dress  at  all, 
except  for  some  unwritten  ones. 
Dress  should  be  modest,  modest 
in  the  social  as  well  as  the  moral 
sense.  At  Fairchild  there  were  no 
hard-worsted,  double-breasted  pin- 
stripe suits  and  shepherd's-check 
neckties.  Sharp,  elegant,  fashionable, 
or  alluring  dress  was  a  social  blun- 
der. Shabbiness  was  not  a  sin.  Osten- 
tation was. 

During  the  startup  phase  at 
Fairchild  Semiconductor  there  had 
been  no  sense  of  bosses  and 
employees.  There  had  been  only  a 
common  sense  of  struggle  out  on 
a  frontier.  Everyone  had  internalized 
the  goals  of  the  venture.  They  didn't 
need  exhortations  from  superiors. 
Besides,  everyone  had  been  so 
young!  Noyce,  the  administrator  or 
chief  coordinator  or  whatever  he 
should  be  called,  had  been  just  about 
the  oldest  person  on  the  premises, 
and  he  had  been  barely  30.  And  now, 
in  the  early  1960s,  thanks  to  his  ath- 
letic build  and  his  dark  brown  hair 
with  the  Campus  Kid  hairline,  he 
still  looked  very  young.  As  Fairchild  expanded,  Noyce  didn't  even 
bother  trying  to  find  "experienced  management  personnel."  Out 
here  in  California,  in  the  semiconductor  industry,  they  didn't 
exist.  Instead,  he  recruited  engineers  right  out  of  colleges  and 
graduate  schools  and  gave  them  major  responsibilities  right  off 
the  bat.  There  was  no  "staff,"  no  "top  management"  other  than 
the  eight  partners  themselves.  Major  decisions  were  not  bucked 
up  a  chain  of  command.  Noyce  held  weekly  meetings  of  peo- 
ple from  all  parts  of  the  operation,  and  whatever  had  to  be 
worked  out  was  worked  out  right  there  in  the  room.  Noyce 
wanted  them  all  to  keep  internalizing  the  company's  goals  and 
to  provide  their  own  motivations,  just  as  they  had  during  the 
start-up  phase.  If  they  did  that,  they  would  have  the  capacity 
to  make  their  own  decisions. 

The  young  engineers  who  came  to  work  for  Fairchild  could 


scarcely  believe  how  much  responsibility  was  suddenly  thrust 
upon  them.  Some  24-year-old  just  out  of  graduate  school 
would  find  himself  in  charge  of  a  major  project  with  no  one 
looking  over  his  shoulder.  A  problem  would  come  up,  and  he 
couldn't  stand  it,  and  he  would  go  to  Noyce  and  hyperventilate 
and  ask  him  what  to  do.  And  Noyce  would  lower  his  head,  turn 
on  his  100-ampere  eyes,  listen,  and  say:  "Look,  here  are  your 
guidelines.  You've  got  to  consider  A,  you've  got  to  consider  B, 
and  you've  got  to  consider  C."  Then  he  would  turn  on  the  Gary 

Cooper  smile:  "But  if 
you  think  I'm  going  to 
make  your  decision  for 
you,  you're  mistaken. 
Hey...  it's  your  ass." 

Back  East,  in  the  con- 
ventional corporation, 
any  functionary  wishing 
to  make  an  unusually 
large  purchase  had  to 
have  the  approval  of  a 
superior  or  two  or  three 
superiors  or  even  a  com- 
mittee, a  procedure  that 
ate  up  days,  weeks,  in 
paperwork.  Noyce  turned 
that  around.  At  Fairchild 
any  engineer,  even  a  wee- 
nie just  out  of  Cal  Tech, 
could  make  any  purchase 
he  wanted,  no  matter 
how  enormous,  unless 
someone  else  objected 
strongly  enough  to  try  to 
stop  it.  Noyce  called  this 
the  Short  Circuit  Paper 
Route.  There  was  only  one 
piece  of  paper  involved, 
the  piece  of  paper  the 
engineer  handed  some- 
body in  the  purchasing 
department. 

A  decade  later  at 

Intel,  Noyce  decided  to  eliminate  the  notion  of  levels  of  man- 
agement altogether.  He  and  Moore  ran  the  show;  that  much  was 
clear.  But  below  them  there  were  only  the  strategic  business  seg- 
ments, as  they  called  them.  They  were  comparable  to  the  major 
departments  in  an  orthodox  corporation,  but  they  had  far  more 
autonomy.  Each  was  run  like  a  separate  corporation.  Middle 
managers  at  Intel  had  more  responsibility  than  most  vice 
presidents  Back  East.  They  were  also  much  younger  and  got 
lower-back  pain  and  migraines  earlier.  At  Intel,  if  the  market- 
ing division  had  to  make  a  major  decision  that  would  affect  the 
engineering  division,  the  problem  was  not  routed  up  a  hierar- 
chy to  a  layer  of  executives  who  oversaw  both  departments. 
Instead,  "councils,"  made  up  of  people  already  working  on  the 
line  in  the  divisions  that  were  affected,  would  meet  and  work 
it  out  themselves.  The  councils  moved  horizontally,  from 


Moyce  would  lower  his  head,  turn  on  his  100-ampere 
eyes,  listen,  and  say:  "If  you  think  I'm  going  to  make  your 
decision  for  you,  you're  mistaken.  Hey...  it's  your  ass." 
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problem  to  problem.  They  had  no  vested  power.  They 
were  not  governing  bodies  but  coordinating  councils. 
Noyce  was  a  great  believer  in  meetings.  The  people  in  each 
department  or  work  unit  were  encouraged  to  convene  meet- 
ings whenever  the  spirit  moved  them.  There  were  rooms  set 
aside  for  meetings  at  Intel,  and  they  were  available  on  a  first- 
come,  first-served  basis,  just  like  the  parking  spaces.  Often 
meetings  were  held  at  lunchtime.  That  was  not  a  policy;  it  was 
merely  an  example  set  by  Noyce.  There  were  no  executive 
lunches  at  Intel.  Back  East,  in  New  York,  executives  treated 
lunch  as  a  daily  feast  of  the  nobility,  a  sumptuous  celebra- 
tion ot  their  eminence,  in  the  Lucullan  expense-account  restau- 
rants of  Manhattan.  The  restaurants  in  the  east  and  west  Fifties 
of  Manhattan  were  like  something  out  of  a  dream.  They 
recruited  chefs  from  all  over  Europe  and  the  Orient.  Pasta  pri- 
mavera,  sau ci;  >n  sorrel  mousse,  homard  cardinal,  terrine  de 
legumes  Montesquieu,  paillard  de  pigeon,  medallions  of  beef 
Chinese  Gordo  il  T;aldostana,  Verbena  roast  turkey  with 
Hayman  swee!  i  rlown  in  from  the  eastern  shore  of  Vir- 

ginia, raspben  baked  Alaska,  zabaglione,  pear  torte, 


creme  brulee — and  the  wines!  and  the  brandies! 
and  the  port!  the  Sambuca!  the  cigars!  and  the 
decor! — walls  with  lacquered  woodwork  and 
^^^H    winking  mirrors  and  sconces  with  little  pleated 

•(1H  peach-colored  shades,  all  of  it  designed  by  the 
very  same  decorators  who  walked  the  duchesses 
to  parties  for  Halston  on  Eaton  Square! — and 
captains  and  maitre  d's  who  made  a  fuss  over 
you  in  movie  French  in  front  of  your  clients 
and  friends  and  fellow  overlords!  —  it  was 
Mount  Olympus  in  mid-Manhattan  every  day 
from  12:30  to  3  p.m.,  and  you  emerged  into  the 
pearl-gray  light  of  the  city  with  such  ambrosia 
pumping  through  your  veins  that  even  the  clot- 
ted streets  with  the  garbagemen  backing  up 
their  grinder  trucks  and  yelling,  '"Mon  back, 
'mon  back,  'mon  back,  'mon  back,"  as  if  talking 
Urban  Chippewa — even  this  became  part  of  the 
bliss  of  one's  eminence  in  the  corporate  world! 
There  were  many  chief  executive  officers  who 
kept  their  headquarters  in  New  York  long  after 
the  last  rational  reason  for  doing  so  had  van- 
ished... because  of  the  ineffable  experience  of 
being  a  CEO  and  having  lunch  five  days  a  week 
in  Manhattan! 

At  Intel  lunch  had  a  different  look  to  it.  You 
could  tell  when  it  was  noon  at  Intel,  because  at 
noon  men  in  white  aprons  arrived  at  the  front 
entrance  gasping  from  the  weight  of  the  trays 
they  were  carrying.  The  trays  were  loaded  down 
with  deli  sandwiches  and  waxed  cups  full 
of  drinks  with  clear  plastic  tops,  and  globules  of 
Sprite  or  Diet  Shasta  sliding  around  the  tops  on 
the  inside.  That  was  your  lunch.  You  ate  some 
sandwiches  made  of  roast  beef  or  chicken  sliced 
into  translucent  rectangles  by  a  machine  in  a 
processing  plant  and  then  reassembled  on  the 
bread  in  layers  that  gave  off  dank  whiffs  of  hormones  and  chem- 
icals, and  you  washed  it  down  with  Sprite  or  Diet  Shasta,  and 
you  sat  amid  the  particle-board  partitions  and  metal  desk- 
tops, and  you  kept  your  mind  on  your  committee  meeting.  That 
was  what  Noyce  did,  and  that  was  what  everybody  else  did. 

If  Noyce  called  a  meeting,  then  he  set  the  agenda.  But  after 
that,  everybody  was  an  equal.  If  you  were  a  young  engineer  and 
you  had  an  idea  you  wanted  to  get  across,  you  were  supposed 
to  speak  up  and  challenge  Noyce  or  anybody  else  who  didn't 
get  it  right  away.  This  was  a  little  bit  of  heaven.  You  were  face  to 
face  with  the  inventor,  or  the  co- inventor,  of  the  very  road  to 
El  Dorado,  and  he  was  only  41  years  old,  and  he  was  listening 
to  you.  He  had  his  head  down  and  his  eyes  beamed  up  at  you, 
and  he  was  absorbing  it  all.  He  wasn't  a  boss.  He  was  Gary 
Cooper!  He  was  here  to  help  you  be  self-reliant  and  do  as 
much  as  you  could  on  your  own.  This  wasn't  a  corporation. ..it 
was  a  congregation.  ■ 

Tom  Wolfe  has  chronicled  American  popular  culture  for  more  than  three  decades.  His 
best-selling  books  include  The  Electric  Kool-Aid  Acid  Test,  The  Right  Stuff,  and  The 
Bonfire  of  the  Vanities.  His  new  novel,  due  later  this  year,  is  set  in  Georgia. 
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Powering  Up  to  the  Final  Frontier 

"I  can't  tell  you  the  number  of  times  my 
laptop  battery  conked  out  somewhere  over  the 
Atlantic,"  says  one  frustrated  frequent  flyer. 


n  the  1 5  years  it  has  taken 
portable  computers  to  make 
wmmmg/i     the  transition  from  techno- 
logical curiosity  to  corpo- 
rate indispensability,  one 
place  has  always  remained 
off  limits:  the  aircraft  seat. 

No  matter  how  fast  a 
portable  computer  could 
run  or  how  lightweight  it 
became,  the  techno- 
■■■dBMbaai      logical  final  frontier 
for  business  travelers  has  always 
remained  the  airplane  cabin.  Until 
recently,  there  has  been  no  place  to  plug 
in  a  laptop's  AC  adapter  and  almost  no 
room  in  a  carry-on  bag  to  lug  enough 
batteries  to  keep  the  computer  running 
throughout  a  long-haul  flight. 

What  made  this  power  shortage  even 
more  frustrating  was  the  fact  that  an  air- 
craft cabin  was  otherwise  the  perfect 
place  for  a  traveling  executive  to  work. 
There  were  no  ringing  phones,  no  needy 
co-workers,  no  disruptions  of  any  kind. 
Traveling  executives  could  stretch  out  in 
a  comfy  business-  or  first-class  seat  for 
several  hours  and  really  get  some  work 
done  —  if  only  they  could  have  plugged 
in  their  computer. 

"I  can't  tell  you  the  number  of  times 
my  laptop  battery  conked  out  some- 
where over  the  Atlantic  during  a  New 
York-to-Frankfurt  flight,"  says  invest- 
ment banker  Susan  Lomiller. 

Finally,  however,  airlines  are  beginning 
to  realize  that  what  business  travelers  want 
most  from  their  flights  is  the  opportunity 
to  do  business  while  flj  ng,  So  nstead  of 
packing  their  premiur          cabins  with 
more  drinks,  more  root.   .    ;  more  movies, 
airlines  are  installing  "pov        lints"  that 
allow  traveling  executives  I      ug  in  their 
aptops  and  work  during  th     ight.  Now 


available  on  selected  aircraft  of  at  least  four 
North  American  airlines  —  United, 
American,  Delta  and  Canadian  —  these 
at-seat  power  sources  give  travelers  an 
uninterrupted  supply  of  power  from  just 
after  takeoff  to  just  before  landing. 

But  these  at-the-seat  power  sources  — 
called  "Empower"  sockets  and  manufac- 
tured by  a  company  called  Primex 
(813-578-8100)  —  do  have  some 
special  operating  requirements: 


Hitachi  VisionBook  notebook  computers 
are  as  powerful  as  desktop  units. 

■  Travelers  can't  just  plug  their  laptop's 
AC  adapter  into  an  Empower  socket. 
Empower  ports  require  special  adapters 
that  cost  about  $100  each. 

■  There  is  no  universal  Empower 
adapter  because  there  are  no  standards  for 
laptop  computer  power  sources.  This 
means  travelers  must  buy  an  adapter  that 
is  manufactured  specifically  for  their 
brand  and  model  of  laptop. 

■  The  companies  that  manufacture 
Empower-compatible  adapters,  Xtend 
Micro  Products  (800-232-9836)  and 
Universal  Sources  (914-268-1818),  do 
not  make  adapters  to  fit  every  older  or 
outdated  laptop. 

■  Although  computer  retailers  may 


soon  stock  Empower  adapters  for  a  few 
popular  laptops,  don't  expect  to  find  a 
wide  assortment.  Travelers  who  want  an 
adapter  immediately  and  with  as  little 
inconvenience  as  possible  should  call 
Magellan  (800-962-4943),  an  excellent 
mail-order  company  that  already  carries 
adapters  for  hundreds  of  laptop  models. 

If  those  adapter  caveats  give  you  sec- 
ond thoughts  about  toting  a  laptop 
along  on  a  long  flight,  remember  the 
reason  you  bought  one  in  the  first  place 
—  freedom  from  your  desk  and  the  abil- 
ity to  turn  all  that  in-flight  quiet  time 
into  productive  work  time.  And  there's 
one  more  benefit  to  consider.  The 
newest  generation  of  laptops  actually  are 
as  powerful  as  your  desktop  unit. 

Consider  the  new  VisionBook 
notebook  computers  from  Hitachi 
(800-HITACHI),  for  example.  The 
VisionBook  Plus  weighs  just  6.5  pounds, 
yet  offers  a  33.6Kbps  modem,  a  large 
color  display  (12.1  inches),  up  to  128MB 
of  memory,  interchangeable  10X  CD- 
ROM  and  floppy  drives,  and  magnificent 
multimedia  capabilities.  The  VisionBook 
Pro  model  uses  a  166MHz  Pentium  chip, 
offers  a  mammoth  13.3-inch  display,  a 
hard  drive  of  up  to  3.2  gigabytes,  a 
cellular-ready  56Kbps  modem  and  an 
Ethernet  port.  And  Hitachi's  top-of-the- 
line  VisionBook  Elite  is  extraordinarily 
light  (5.15  pounds  including  the  batter- 
ies), unbelievably  thin  (1.4  x  12.2  x  9.6 
inches),  and  still  boasts  a  13.3-inch 
display,  full-sized  keyboard  and  touchpad, 
56Kbps  modem,  and  complete  multime- 
dia and  communications  support. 

Best  of  all,  prices  for  the  Hitachi 
VisionBook  series  of  notebook  comput- 
ers start  at  about  $1,800,  making  them 
as  good  a  value  as  desktop  units  with 
similar  features. 


Join  the  Alamo  Small  Business 
Benefits  program. 

Now  your  small-to-midsize  company  can 
command  dramatic  savings  on  car  rentals, 
without  the  obligation  of  a  corporate  contract. 

Here's  what  you'll  oct: 

■  25%  off  Alamo  Business  Plan  rates,  a  No 
volume  commitment  ■  Free  Quicksilver"" 
service  worth  $50  annually  per  traveler. 
Quicksilver"'"  provides  a  complete  rental 
transaction  in  under  6( )  seconds. 


When  it's  your  rime  and  money 


Alamo* 


Travel  Smart51 


s  Free  tank  of  gas.  »  Unlimited  free  mileage* 
■  No  airport  fees.  ■  No  city  surcharges.  ■  $3,000 
CDW  deductible*.  ■  No  charge  for  additional 
drivers,  *  Frequent  flyer  rewards.  ■  True  Blue " 
rewards  that  earn  points  toward  free  travel. 

Membership  is  free. 
So  join  Alamo  Small  Business  Benefits, 
and  start  cutting  travel  costs 
without  compromise. 

Call  1-800-943-8800. 


*When  returned  to  city  of  rental  'Maximum  limit  on  your  personal  responsibility  tor  rental  car  damage,  loss  of  use  or  theft, 
should  CDW  be  declined  Alamo  features  line  General  Motors  cars  like  the  Cadillac  Sedan  Deville. 
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'I'  rights  reserved.  Hitachi  VisionBook  Pro 
!  Intel  Corporation.  All  other  marts  are  owi* 
•vil  use  of  floppy  and  CO  ROM  drives  requires « 


Z  CnrporaBw^JSA).  which  may  be  registered  In  some  Jurisdictions  The  Intel  Inside  Logo  &  Pentium  *  are  rta.._ 
'  sdownloads;  however,  due  to  f  CC  regulations  which  restrict  power  output,  current  download 
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companies  "All  x2  products  are 

adapter.  Model  shown  $  7560  and  specs  quoffflfSepflbSliat  model  Specifications  and  availability  subject  to  change  without  notice 


Introducing 

THE  HITACHI  VlSIONBOOK  PRO 

Business-Speed  modem,  built-in  LAN.  Huge  screen. 


Once  there  were  very  good  reasons  to  have  one  kind  of 
computer  for  running  your  business  and  another  kind  for  running 
around.  But.  with  the  introduction  of  the  Hitachi  VisionBook  Pro." 
those  reasons  abruptly  disappear.  Because  of  our  unique 
technology,  the  gap  between  desktop  PCs  and  notebook  PCs 
is,  in  practical  terms,  totally  obliterated.  By  every  measure -screen 
clarity  and  viewing  area,  concurrent  use  of  floppy  and  CD 
ROM  drives!  the  performance  of  Intel's  Pentium"  processor 
with  MMX  technology-you  compromise  nothing. 

The  Hitachi  VisionBook  Pro  delivers  integrated  communica- 
tion features  previously  known  only  to  desktops.  With  Fax/Modem 
and  LAN.  you're  ready    to    influence   events  from 

herever  you  do  business.  The 
Hitachi  VisionBook  Pro. 

It  will  give  you  your 
desk  back. 
While  eliminat- 
ing your  need 
for  one.  psntjunTj' 


SIGNIFICANT  FEATURES 


U  S.  Robotics  56K"  X2~  modem  -fastest  in  a  notebook. 
Integrated  lOBaseT  LAN  port 
Hitachi  super  large  135"  TFT  display. 
XCA  (1024x768)  resolution 
166MHz  Intel  Pentium'processor  with  MMX'  technology 
5I2K  L2  cache  -twice  standard  size. 
Card  Bus-compliant  Type  ll/lll  PC  card  slots 

supporting  Zoom  Video. 
32MB  EDO  RAM  upgradeable  to  144MB 
3.0GB  removable  hard  drive 
Smart  Lithium-Ion  battery,  swaps  with  35"  floppy  drive 
lOx  CD  ROM  drive,  swaps  with  second  battery 
Optional  advanced  port  replicator 
Full-size  keyboard.  USB  port 


HITACHI 


MOBILIZED 


[COMPUTING  | 

Calll-800-HITACHI 

*  HitachiPC.com 
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Airports  Go  Digital 

Travelers  want  the  tools  they  have  at  the  office 
available  to  them  while  they  wait  at  the  airport. 


t's  okay  to  admit  it:  air- 
ports are  dull,  dreary  places 
where  business  travelers 
always  seem  to  be  waiting. 
Waiting  for  flights.  Waiting 
for  car  rentals.  Waiting  for 
uggage.  Waiting  for  food. 
Waiting  for  rest  rooms. 
You  know,  waiting. 
But  there  is  hope  on  the 
horizon.  High-tech  tools 
are  changing  how  air- 
ports manage  and  exe- 
cute life's  menial  tasks  and  transforming 
how  business  travelers  interact  with  air- 
ports in  the  process. 

Take  car  rentals,  for  example.  Nothing 
at  an  airport  is  more  time-consuming  than 
the  paper-intensive  task  of  creating  a  car- 
rental  contract.  Yet  rental  firms  are  discov- 
ering ways  to  automate  the  process  and 
cut  down  the  waiting  time. 

Three  major  companies,  Hertz, 
National  and  Avis,  have  instituted 
instant-rental  programs  that  allow  travel- 
ers to  bypass  the  airport  rental  counter. 
Instead,  travelers  board  a  bus  to  a  special 
area  of  the  rental  lot  where  they  are 
given  a  car  with  a  pre-printed  contract 
inside  the  vehicle.  While  this  is  a  great 
time-saver,  it  has  one  limitation. 
Travelers  can't  interact  directly  with 
rental-car  computers.  If  they  need  to 
make  changes  in  reservations,  the  pre- 
printed contract  is  useless,  and  travelers 
must  go  to  a  reservations  agent. 

A  fourth  firm,  Alamo  (800-882- 
5266),  has  come  up  with  a  way  to  com- 
puterize the  contract  process.  The  system 
is  called  "Quicksilver"  and  is  in  place  at 
Alamo  rental  counters  in  more  than  70 
airports  in  the  United  States,  Great 
Britain  and  Germany. 

Renters  with  reservat:      go  directly  to 
new  "Quicksilv        i       a  free- 


standing, countertop  computer  that 
resembles  an  automated-teller  machine. 
The  renter  inserts  a  credit  card,  presses 
the  "print  contract"  button  and,  within 
seconds,  the  rental  contract  is  printed 
and  the  transaction  completed. 


Best  of  all,  the  system  allows  travelers 
to  alter  their  rentals  before  the  contract 
is  printed,  take  advantage  of  special 
upgrade  offers  and  select  their  choice  of 
refueling  options.  Using  Quicksilver's 
interactive  touch  screen,  travelers  also 


'SMA  as  defined  by  the  U.S.  Bureau  of  the  Census.  All  services  not  currently  available  in  all  cities.  Fortune  500  is  a  registered  trademark  of  Time,  Inc. 


YOUR  LOCAL  MESSENGER 
SERVICE  IS  ON  THE  CORNER. 


YOUR  LOCAL 
IS  AROUND 


FEE  SHOP 
CORNER. 


HOW  COME  IT  SEEMS  LIKE 
YOUR  LOCAL  PHONE  COMPANY 
IS  ON  ANOTHER  PLANET? 


Don't  wait  for  your  local  phone 
'//n  company  to  change.  change  your 
local   phone   company   to  tcg.® 

TCG  is  the  other  local  phone  company, 
the  responsive  one — the  country's  largest 
competitive  local  exchange  company,  operating 
in  57*  major  markets  and  serving  Fortune  500® 
companies  and  companies  of  all  sizes  since  1985. 
What  makes  TCG  different?  At  TCG,  we  bring  a 
refreshing  customer-first  attitude  to  servicing  your 


business.  You'll  receive  more  attention  and  quicker 
response  to  your  needs.  We  can  design  a  telecom- 
munications solution  that's  tailored  to  your  business, 
whether  you  need  basic  local  telephone  service  or 
more  advanced  applications  like  data,  video  and 
Internet  services.  And  you'll  find  TCG  can  do  it 
all  at  extremely  competitive  rates.  Can  your  local 
phone  company  do  that?  To  find  out  how  we  can 
help  your  business,  call  1-800-889-4TCG,  or  visit 
our  web-site  at  www.tcg.com. 
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can  select  a  car  category,  specify 
a  car  model  and  color,  and  indi- 
cate mileage  preferences. 

"Corporate  customers  want 
speed,  convenience  and  simplici- 
ty," says  Alamo  President  Roger 
Ballou.  "Quicksilver's  flexible 
and  interactive  system  increases 
our  ability  to  serve  them  with- 
out long  waits  at  the  rental 
counter." 

Another  change  travelers  will 
experience  at  airports  will  be 
higher  quality  service  at  pay 
telephones  and  a  new  generation 
of  public  telecommunications 
devices  that  do  everything  from 
field  airport  pages  to  surf  the 
Internet. 

"We  know  what  travelers  want 
from  their  airport  telephones: 
they  want  to  pick 
up  the  phone, 
they  want  it  to 
work,  and  they 
want  to  be 
charged  fair  rates," 
explains  Donovan 
Cross,  senior 
manager  of 
public  markets 
at  Teleport 
Communications 
Group  (TCG),  the 
firm  that  operates  the  pay  telephones  at 
airports  in  New  York,  Newark  and 
Phoenix. 

Cross  says  TCG  has  put  high-tech 
communications  devices  inside  what 
looks  like  a  standard  black  pay  phone.  If 
a  TCG  phone  goes  down,  it  is  repaired 
in  less  than  90  minutes,  compared  to  the 
industry  average  of  four  hours. 

TCG  s  public  phones  not  only  work 
better,  they  also  do  mc   •  Depending  on 
the  airport,  TCG  ;  ji  speed-dial 

the  reservations  line!  the  airlines,  hotels 
and  car-rental  firms.  louble  as 

airport  pager-phones,  leans  travel- 

ers need  not  search  for  a      lice  courtesy 
when  they  are  pag.  mlike 
i:blic  telephones  at  a  TCG 


Say  hello  to  TCG... 


1 5  Minutes 
free  Calls 
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The  Other  local 

Phone  Company 


TCG 


public  phones  are 
outfitted  with 
dataports  for  com- 
puter modems. 

Where  does 
public  airport 
telecommunica- 


TCG  now  operates  the  public  payphones  at 
airports  in  New  York,  Newark  and  Phoenix. 


tions 


om  nerer 


To  the  Internet,  of 
course.  GTE,  the 
telecommunications  giant,  is  testing  a 
public  Internet  booth  at  Dulles  Airport 
in  Washington,  and  Cross  believes 
Internet  access  is  undoubtedly  the  airport 
perk  of  the  future. 

By  the  fourth  quarter  of  the  year,  Cross 
says,  TCG  will  open  public  Internet 
kiosks  that  include  a  computer,  monitor, 
modem  and  credit-card  receptacle.  For 
rates  that  will  start  at  about  $1.50  for  the 
first  three  minutes  and  35  cents  for  each 
additional  minute,  travelers  can  access 
their  electronic  mail,  visit  on-line  services 
or  access  the  Internet. 

"This  is  what  travelers  are  telling  us  they 
want,"  explains  Cross.  "They  want  the 
tools  they  have  at  the  office  available  to 
them  while  they  are  waiting  at  the  airport." 
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Where  to  Find  It  on  the  W< 

More  than  most  businesses,  the  travel 
industry  has  embraced  the  Internet.  Not 
only  can  you  find  useful  basic  informatio 
on  the  Web  sites  of  the  nation's  leading 
airlines,  hotels  and  car-rental  firms,  but  ^ 
also  can  book  airline  seats,  reserve  cars 
and  hotel  rooms,  check  the  account  bal 
ances  of  your  frequent-travel  plans  and 
find  special  Internet-only  deals. 

Here's  where  to  find  much  of  the  infor 
mation  you  need. 

Airlines 

The  generic-sounding  names  of  many  o\ 
the  nation's  major  carriers  means  they 
can't  just  use  their  primary  business  nan 
as  their  Web  site  address. 
Here's  where  you'll  find  them: 

■  American  (www.americanair.com) 

■  Delta  (www.delta-air.com) 

■  Continental  (www.flycontinental.com) 

■  Northwest  (www.nwa.com) 

■  Southwest  (www.iflyswa.com) 

■  United  (www.ual.com) 

■  USAirways  (www.usairways.com) 

■  TWA  (www.twa.com) 

Hotels 

Tap  into  the  Web  site  of  Marriott  Hotels 
Resorts  (www.marriott.com)  and  you'll  fi 
details  about  the  company's  major  branc 
including  Marriott,  Courtyard,  Fairfield  Ini 
and  Renaissance.  Dozens  of  other  hotel 
chains  can  be  reached  through  TravelWe 
(www.travelweb.com).  Other  hotels,  inck 
ing  Hilton,  Hyatt,  Radisson,  Ramada  anc 
Westin,  use  their  trade  name  as  their 
Internet  address.  Many  hotels  that  use  t1 
words  in  their  brand  name  (including 
Holiday  Inn,  Hampton  Inn  and  Embassy 
Suites)  maintain  Web  sites  with  a  hyphet 
between  the  words.  Others  like  Best 
Western  and  Red  Roof  combine  the  woi 
(www.bestwestern.com,  for  instance). 

Car-Rental  Firms 

Finding  car-rental  firms  on  the  Internet  is 
bit  easier.  Avis,  Hertz  and  Thrifty  use  the 
brand  names  as  their  web  addresses. 
Alamo  uses  its  toll-free  reservation  numt 
(800-GO-ALAMO)  as  its  Web  site  addre; 
(www.goalamo.com).  Budget  uses 
www.budgetcar.com  and  National  Interre 
uses  www.nationalcar.com. 


Where  do  more  people 
for  cellular  phones? 


»urpr 

You  shouldn't  be. 


o 


RadioShack  is  America's  #1  retailer  of  cellular  phones.  While  this  might  surprise  some,  it  really 
comes  as  no  shock  to  us.  After  all,  RadioShack  has  been  helping  people  understand  and  enjoy 
electronics  for  years.  It's  only  natural  that  so  many  people  would  come  to  us  for  that  same  help  to  buy 
and  activate  a  cellular  phone  and  for  cellular  accessories.  For  our  store  near  you,  call  1-800-THE-SHACK®. 


RadioShack. 

You've  got  questions.  We've  got  answers.® 
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The  Best  New  tiols  and  lys 

If  it's  new,  or  built  around  a  microchip,  some  marketer 
is  going  to  sell  it  as  a  cure  for  the  frequent-flyer  blues. 


raveling  executives  have  learned 
one  thing  about  life  on  the 
road:  if  the  technology  is  new  or 
the  product  is  built  around  a 
microchip,  some  high-tech  mar- 
keter is  going  to  try  to  sell  it 
to  them  as  a  cure  for  the 
frequent-flyer  blues. 
Some  high-tech  prod- 
ucts do  live  up  to  the  hype,  or  at  least 
hold  out  the  promise  of  making  life  on 
the  road  a  bit  simpler  and  easier. 

One  potentially  useful  new  innovation 
is  the  product  of  a  collaboration 
between  Hilton  Hotels,  American 
Express  and  IBM.  The  so-called  "smart 
card"  is  an  American  Express  card  or  a 
Hilton  HHonors  frequent-travel  card 
embedded  with  an  8-kilobyte  computer 
memory  chip  that  enhances  the  check-in 
and  check-out  process. 

Several  thousand  Hilton  customers 
have  been  given  the  card  to  test  at  eight 
Hilton  properties  in  key  business  desti- 
nations. During  the  pilot  program, 
participants  can  bypass  the  hotel's  front 
desk  and  check  in  by  inserting  the  card 
in  a  special  kiosk  in  the  lobby.  The  kiosk 
displays  the  traveler's  reservation,  selects 
a  room  based  on  the  customer's  prefer- 
ences, issues  a  guest-room  key,  and 
provides  printed  room  directions  and 
information.  At  the  end  of  the  stay,  the 
traveler  can  check  out  by  inserting  the 
card  into  the  kiosk  to  review  and 
approve  the  bill,  then  print  a  receipt. 
Cardholders  can  even  update  their  own 
travel  profile,  make  address  changes  and 
store  other  travel  information. 

The  goals  of  the  test,  oi  ursi 
obvious.  An  automated  p:  gram 
substantially  reduce  the  time-consuming 
check-in  and  check-out  proi 


travelers.  And  for  Hilton,  computerizing 
check-in  and  check-out  tasks  reduces  the 
high  labor  costs  associated  with  front- 
desk  personnel. 

Meanwhile,  much  of  the  action  in 
high-tech  travel  has  moved  to  the 
Internet.  Dozens  of  independent  compa- 
nies have  launched  travel-related  services 
and,  naturally,  the  world's  leading  air- 
lines, hotels  and  car-rental  firms  have 
built  their  own  Web  sites. 

The  best  feature  of  the  airline  sites  are 
the  "Internet-only"  deals.  These  special 
offers  are  either  posted  on  their  Web  site 
or  e-mailed  directly  to  your  mailbox  on 
Wednesdays.  The  deals  are  usually  for 
weekend  travel  only,  but  the  bargains  are 
ohenomenaJ.  Fares  are  often  as  low  as  $59 
round-trip  with  no  advance-purchase 


restrictions.  Many  carriers  have  also 
added  hotel  and  car-rental  partners  that 
allow  them  to  offer  complete  land-air 
weekend  packages  at  deep  discounts. 
Some  airlines  are  also  beginning  to  use 
their  Web  sites  to  post  international  air- 
fare bargains. 

Cellular  phones  have  also  continued 
to  change  how  busy  business  travelers 
keep  in  touch  while  on  the  road.  As  cell 
phones  get  cheaper  to  own,  more  reli- 
able to  operate  and  easier  to  use,  sales 
are  skyrocketing.  In  fact,  few  business 
travelers  leave  home  without  one. 

The  dramatic  inroads  cellular  phones 
have  made  into  the  business-travel 
ifestyle  can  be  seen  by  leafing  through 
the  catalog  of  Radio  Shack  (800-THE- 
SHACK),  the  nation's  largest  cell-phone 
retailer.  The  omnipresent  chain  of  tech- 
nology stores  sells  at  least  a  dozen  differ- 
ent phones.  Some  store  up  to  98  tele- 
phone numbers,  others  weigh  less  than 
seven  ounces,  and  still  others  permit 
hands-free  operation.  The  company  also 
sells  business  travelers  a  staggering  range 
of  accessories:  carrying  cases,  battery 
chargers,  antennas,  AC  and  DC 
adapters,  and  extra-long-life  batteries 
that  permit  almost  two  hours  of  talk 
time  and  26  hours  of  standby  power. 

"The  tech  toys  are  fun,  but  cellular 
phones  are  really  what  matter  to  my 
daily  life,"  explains  Richard  ReaJy,  a  real- 
estate  executive  who  travels  250,000 
miles  a  year.  "I  don't  even  put  my  desk 
telephone  number  on  my  business  card 
anymore.  Just  the  cell-phone  number." 


Author  Joe  Brancatelli  is  editor  of 
Frommer's  Travel  Update  and  a 
business  travel  columnist  for  several 
national  magazines. 


BY    MARK  HALPER 


SO  DOES  YOUR 


WEBS 

HiMMIrtlillMWlHUi! 

It  defied  conventional  business  wisdom 
when  Ticketmaster  sued  Microsoft  last 
May  for  sending  ticket  buyers  from  a 
Microsoft  Web  site  to  a  Ticketmaster  site. 
What  sane  profiteer  would  object  to 
another  company  dropping  off  cus- 
tomers, money  in  hand? 

For  Ticketmaster  this  was  not  con- 
ventional business.  It  was  the  uncharted 
territory  of  the  Internet,  where  the  return 
on  investment  (ROI)  for  a  million-dollar 
Web  site  may  come  as  much  from  actual 
commerce  as  from  advertisements. 

Ticketmaster  was  upset  that  a  Microsoft 
link  to  a  purchasing  page  bypassed  ads  that 
appeared  along  the  "proper"  way  in.  Ticket- 
master  hopes  to  sell  as  much  as  $2  million 
in  ads  on  its  multipage  site  this  year.  Short- 
cuts to  the  page  undermine  the  ads'  value. 

The  case  underscores  the  vexing  question 
underlying  the  Web's  hype  and  development: 
What  is  the  ROI  from  corporate  Internet  and 
intranet  expenditures?  Does  that  return  come 
from  sales,  advertising,  or  productivity  gains? 

Market  research  firms  insist  there  is  gold 


PAY? 
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205% 


Deere  &  Co.  Deere's  return  comes 
from  an  internal  site  that  fea- 
tures a  photo  archiving  system.  Departments  have 
access  to  visual  descriptions  of  all  products. 


Forrester  Research  polled  50  companies 
and  found  that  32%  of  the  43  that  responded 
spent  from  $500,000  to  more  than  $5  million 
to  create  a  commerce-based  Web  site. 


at  the  end  of  the  Web  rainbow.  The  Yankee 
Group  says  that  by  2000,  business-to-business 
commerce  will  total  $134  billion,  and  business- 
to-consumer  sales  will  total  $10  billion. 
Forrester  Research,  meanwhile,  predicts  adver- 
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•Customer  Rates  &  Terms  (the  Tariff  Book) 
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1,344% 


Southern  California  Gas 

The  utility's  system  provides 
up-to-the-minute  tariff  rates  on  various  services 
to  SoCal  insiders  and  certified  outsiders. 


tisers  will  spend  $4.8  billion  on  Web  ads  by 
2000.  That's  up  from  $267  million  last  year, 
according  to  a  Coopers  &  Lybrand  study. 
There's  some  proof  to  back  up 
these  predictions.  Netscape  Communi- 
cations has  itself  grown  into  an  ad  sales 
mogul.  Chief  information  officer  Larry 
Geisel  says  Netscape  now  treats  Web 
advertising  as  a  profit-and-loss  busi- 
ness within  the  company.  In  its  quarter 
ending  March  31, 25%  of  Netscape's  $120 
million  in  revenues  came  from  selling  ser- 
vices on  Netscape's  site,  including  banner 
ads,  links  to  other  pages,  consulting,  and 
general  store  merchandise. 

On  the  issue  of  productivity  gains,  mar- 
ket research  firm  International  Data  Corpor- 
ation has  dared  to  quantify  the  effectiveness 
of  intranet  Web  sites.  IDC  studied  the 
intranets  at  seven  different  companies  and 
found  returns  ranging  from  205%  at  Deere 
&  Company  to  a  stunning  2,063%  at  Amdahl. 
Of  the  seven  companies  surveyed,  six  had 
ROIs  of  more  than  1,000%. 

Such  returns  are  impressive,  but  beware. 


KNOWLEDGE    ON-LINE  2.0 
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Sooz,  Allen  &  Hamilton 

The  consultancy's  Web  site 
is  a  collaborative  information-sharing  system,  risky 
but  effective,  as  the  ROI  clearly  demonstrates. 
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Results  like  these  come  at  a  cost,  and  a  hefty 
one  at  that. 

For  starters,  site  building  and  mainte- 
nance costs  vary.  The  Gartner  Group's  Bar- 
bara Reilly  says  companies  typically  pay 
between  $30,000  and  $100,000  for  an  initial 
Web  site.  But  companies  that  tie  sites  into 
legacy  databases  and  give  them  real-time, 
dynamic  features  fork  out  more  than  $1  mil- 
lion. At  Forrester  Research,  analysts  note  that 
in  the  financial  industry,  transactional  sites 
cost  at  least  $5.1  million  to  launch  and 
run  for  a  year.  Expenses  can  go  as  high  as 
$23.1  million. 

High-speed  data  lines  also  up  the  ante. 
TeleChoice,  a  Verona,  New  Jersey-based 
telecommunication  industry  consultancy, 
reports  that  individual  Tl  lines  average 
about  $700  a  month  and  are  subject  to  "local 
loop"  failures.  Alternatively,  monthly  host- 
ing fees  can  range  from  $2,000  to  $15,000. 

Ticketmaster  Multimedia  president  Alan 
Citron  says  the  bulk  of  his  company's  seven- 
figure  Web  expense  came  from  developing 
legacy  links.  The  company  hired  two  full- 
time  programmers  to  ensure  the  Web  site 
would  accurately  reflect  up-to-the-minute 
changes  of  such  information  as  seat  avail- 
ability and  location  (ironically,  Ticketmaster's 
database  sits  on  a  Microsoft  NT  operat- 
ing system). 

But  the  cost  of  hiring  the  programmers 
(somewhere  between  $50,000  and  $150,000 
annually,  according  to  a  Webmaster  for 
Chicago's  utility  ComEd)  seems  to  be  pay- 
ing off.  Ticketmaster's  on-site  ticket  sales  are 
up.  Citron  says  that  last  February  the  com- 
pany sold  $700,000  worth  of  tickets  online. 
By  May,  sales  had  jumped  to  $2.5  million. 
Ticketmaster  receives  about  a  10%  commis- 
sion on  each  financial  transaction. 

Some  companies  have  minimized  Web-to- 
legacy  costs  by  putting  their  sites  onto  exist- 
ing mainframes  (see  "Bigiron.com,"  June  2). 
Though  expensive,  legacy  links  will  probably 
augur  a  substantial  payback.  They  enable  the 
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chasing  site  integrated  , 
from  Cray  Research  ;»/<• 
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500  new  employees 
chasing  process. 


Make  sure  your  site  has 
contact  information  that  is 
accurate  and  complete.  Many 
Web  sites  lack  basics  such  as 
postal  address,  phone  and  fax 
numbers,  and  email  address. 
And  don't  hide  this  stuff  five 
levels  deep  in  a  back  corner. 
Make  it  easy  to  find. 

2 Don't  make  factual 
information,  such  as 
product  updates  and  prices, 
hard  to  come  by.  Make  some- 
one who  isn't  the  Webmaster 
responsible  for  keeping  track 
of  this  information  and 
keeping  it  up  to  date. 

3 Make  sure  users  can  find 
you  with  straightforward 
keywords.  Make  it  simple  to 
find  your  site  via  the  various 
search  engines. 

Next,  improve  searching  on 
the  site  itself.  Make  sure  you 
think  about  these  issues:  How 
good  is  the  search  function, 


and  how  many  screens  does  it 
take  to  get  to  it?  Are  there  any 
instructions  on  how  to  enter 
multiple  keywords  near  the  big 
search  button?  Can  particular 
areas  of  the  site  be  restricted, 
such  as  the  press  area  or  by 
the  date  of  a  document? 

4 Make  it  just  as  easy  for 
users  to  exit  your  site  as  it 
is  for  them  to  find  it  and  use  it. 
Can  someone  get  back  out  of 
the  site  the  way  he  or  she 
came  in-using  the  browser 
navigation  features  (history  or 
back  buttons)?  Can  the  user 
move  from  one  section  of  a 
site  to  another  without  having 
to  go  back  to  the  home  page? 
The  layout  and  design  of  your 
site  should  be  fairly  obvious  to 
viewers,  no  matter  where  they 
land  inside. 

5 Create  a  good  table  of 
contents  and  index.  Web 
site  designers  need  to  realize 


that  not  everyone  is  going  to 
start  at  the  front  door  and 
proceed  in  an  orderly  fashion 
through  the  site.  Most  users 
want  to  get  in,  grab  a  few 
pages  (probably  print  them 
out),  and  then  get  out. 

That  means  you  should 
keep  the  number  of  screens 
and  subscreens  for  contents 
and  site  organization  down 
to  the  bare  minimum.  And 
put  links  both  to  the  table 
of  contents  and  to  an  index 
on  your  front  page,  so  that 
visitors  can  find  them  quickly. 
A  good  place  to  read  more 
about  usability  is  the 
Alertbox,  written  by  Jakob 
Nielsen  of  SunSoft 
(www.useit.com/alertbox/), 
or  Understanding  Electronic 
Commerce  by  David  Kosiur, 
available  through 
www.Amazon.com. 

-David  Strom 


online  transactions  that  cost  companies  less 
to  process  than  traditional  means,  such  as 
phone  transactions.  IDC  analyst  David  Floyer 
says  that  teller  transactions  typically  cost  a 
bank  about  $1.00  to  $2.50,  but  automated 
transactions  cost  just  10  cents  to  15  cents. 

Without  these  legacy  links,  efficiency  suf- 
fers. The  initial  public  offering  prospectus 
of  Internet  book  merchant  Amazon.com 
revealed  that  it  had  poor  Web  connections  to 
its  back  office.  That  may  have  contributed  to 
its  relatively  high  cost  of  sales.  Amazon.com 
kept  22%  of  sales  after  paying  suppliers, 
salaries,  and  other  costs,  compared  to  36% 
for  Barnes  &  Noble. 

All  the  expense  is  worthless  if  no  one  vis- 
its a  site.  That's  why  some  companies  are 
investing  in  ads  placed  on  others'  sites.  Yet 
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Lockheed  Martin  The  site 
disseminates  standard  prac- 
ti  i  s  and  policies  of  the  defense  contractor.  It  aided 
in  Lockheed's  merger  with  Martin  Marietta. 


ads  online  don't  guarantee  purchases,  as  CEO 
Henry  Bertolon  can  attest.  Bertolon  heads 
NECX,  a  Peabody,  Massachusetts-based  com- 
puter and  semiconductor  reseller  and  bro- 
ker. The  $400  million  company  tallied  $12 
million  in  online  sales  last  year. 

But  that's  not  enough  for  Bertolon,  so  he 
is  sharply  curtailing  the  $150,000  per  month 
he  spent  last  year  on  Web  advertising,  and 
instead  is  investing  in  database  software  that 
will  match  buyers  and  sellers. 

Bertolon  believes  Web  payback  isn't  easy 
to  achieve.  "There  is  still  a  lot  of  heavy  lift- 
ing involved,"  he  says.  "It's  not  just  about 
putting  up  pretty  pictures  and  $2,000  order- 
entry  software.  It  can  take  a  lot  of  intelligent 
people  working  to  develop  programs  and 
applications."  ■ 
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17/1/10/  Cadence  Design  Systems 
yi  \J  VJ  / U  This  internal  site's  stunning 
returns  were  generated  by  opening  up  more  infor- 
mation to  all  Cadence  sales  representatives. 
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Always  QpEN- 


Share  ideas. 


Your  concept  for  an  electronic  product  will  make  a  huge  impact  once  it  hits  the 
street — redefining  the  pager,  cell  phone,  computer,  or  appliance.  Unfortunately,  it's 
getting  late  and  your  team  is  wandering  through  some  dangerous  territory  alone. 

Come  on  in.  Cadence  has  become  a  popular  gathering  place  for  people  who  need 
to  design  electronics.  By  developing  unprecedented  relationships  with  customers — and 
powerful  alliances  with  others  in  our  business — we  can  serve  up  a  strong  combination 
of  the  "best-in-class"  software  tools  and  design  expertise  to  help  get  your  latest 
innovation  to  market. 

It  s  about  being  open.  Open  to  a  world  of  ideas.  And  open  to  sharing  cooperative  efforts 
and  technology  so  that  you  succeed,  quickly  and  easily. 

If  you're  sitting  alone  in  a  dark  corner.. .don't. Join  in  thinking.  Visit  us  at  www.cadence.com 
or  call  1.800.746.6223. 


Work  TOGETHER. 


Get  your 


ELECTRONIC  product 


OUt  THE  DOOR. 


cadence 
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ow  EDI  Cuts  Costs 

and  Speeds  Deliveries  to 
Fast-Service  Restaurants 


At  a  fast-service  restaurant,  it  can  get 
pretty  hot  in  the  kitchen  if  supplies 
don't  arrive.  "In  the  food  business,  there  is  a 
very  rapid  turnaround.  We  can't  afford  to  miss  one 
order,"  says  Robert  R.  Lewis,  vice  president  of  IT 
at  the  FoodService  Purchasing  Cooperative,  Inc., 
a  not-for-profit  organization  that  handles  the  pur- 
chasing for  such  large  chains  as  KFC,  Taco  Bell, 
Dairy  Queen 
and  Long 
John  Silver's. 
"If  you 
run  out  of 
straws,  you've 
got  trouble  in 
the  restaurant.  If  your  fryer  breaks  down  and  you 
don't  get  a  replacement  part  literally  overnight, 
you're  out  of  business,"  says  Lewis. 


More  Time  for  Service.  Under  its 
old  method,  each  co-op  order  had 
to  be  keyed  in  separately  by  a  cus- 
tomer service  agent.  Each  entry  took 
15  minutes,  even  though  most  orders 
are  routine  (e.g.,  tortillas  for  Taco  Bell, 
breading  for  KFC,  etc.).  "We  were  spending  more 
than  80%  of  our  time  having  our  customer  service 
people  do  non-value-added  work,"  says  Lewis. 
Now,  with  the  help  of  AT&T,  all  orders  are  submit- 
ted electronically,  then  flashed  on  a  screen  for 
quick  review.  The  time  to  process  an  order  has 
dropped  from  15  minutes  to  15  seconds.  As  a 
result,  the  co-op  now  manages  with  about  20 

fewer  customer 


.y4?.i '.re  Kentucky  Fried  Chicken  anc 
|      you  don't  get  your  wir 
you've  got  a  big  problem." 


Paper  Jam.  Because  of  these  pressures,  the 
company  found  itself  engulfed  in  paperwork,  with 
a  big  staff  to  manage  it.  Each  day,  2,000  orders 
flooded  in,  translating  into  1.2  million  pieces  of 
paper  in  the  form  of  orders  and  invoices  a  year. 
Since  chain  restaurants  depend  on  punctual  deliv- 
eries to  prepare  their  trademark  meals,  the  co-op 
can't  afford  any  mix-ups  —  and  all  that  paper  was 
getting  in  the  way.  "If  you're  Kentucky  Fried 
Chicken  and  you  don't  get  your  wings  in  time," 
says  Lewis,"you've  got  a  big  problem." 

Prompt  shipments  aren't  the  co-op's  only 
consideration.  As  a  not-for-profit  organization  — 
owned  entirely  by  the  6,000  customers  it  serves 
—  it  has  to  deliver  "the  lowest  price  on  food, 
packaging  and  equipment,"  says  Lewis.  Looking 
to  reduce  costs  and  increase  efficiency,  the  com- 
pany decided  to  unclutter  its  office  with  a  paperless 
Electronic  Data  Interchange  system  (EDI),  and 
chose  AT&T  to  help  it  connect  to  its  customers, 
vendors  -:    :  freight  carriers. 


service  agents,  and  those 
that  remain  spend  most  of 
their  time  on  value-added  operations  "such  as 
solving  problems  and  actually  interfacing  with  our 
food  distributors." 

Mission  Accomplished.  For  the  co  op, 

the  transition  from  a  largely  manual  system  to 
an  electronic  one  went  smoothly  with  AT&T. 
Lewis  first  tried  out  another  EDI  service  provider, 
but  it  was  taking  three  weeks  just  to  connect 
each  of  the  co-op's  300  trading  partners  with  a 
compatible  system  — too  long  a  wait.  "When 
we  switched  to  AT&T,  that  time  went  down  to 
an  average  of  half  a  day,"  he  says.  "If  a  trading 
partner  called  in  the  morning,  its  system  was  up 
by  noon."  But  the  real  measure  of  the  system's 
reliability  has  become  clear  over  time.  "We've 
had  three  million  transactions  over  three  years, 
and  not  one  has  ever  come  in  incorrectly,"  says 
Lewis.  Three  million  orders,  not  a  single  chicken 
wing  dropped. 

For  more  information  on  how  AT&T  can 
help  your  enterprise,  call  1-888-ATT-4EDI.  It's 
all  within  your  reach. 

Lynn  Morrissey  is  a  New  York-based  journalist  specializing  in  business 

and  technology  topics. 
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Sponsored    by  AT&T. 


For  more  information  about  AT&T  Web  Site  Services,  visit  us  at  www.att.com/business/internet/  or  call  I  800  598-9283. 


Java  has  the  power  to  break  the  Microsoft  lock-in  of 
applications  profits  and  lockout  of  rival  operating  systems. 


The  croak  on  the  end  of  the  line  came  from  a  fitness  cen- 
ter. Huffing  and  puffing  away  on  his  cellular  phone  and  exer- 
cycle  was  Jim  Rogers,  famous  Alabama  hick  centi-millionaire 
motorbiker,  Columbia  professor  of  finance,  and  dreadnought 
plunger  into  the  world's  most  porcupinous  stockmarkets 


say,  "Go  for  it,  Jim."  But  Bill  Gates  is  smart.  He  may  well  soon 
stop  fighting  the  spread  of  Sun's  Java  programming  platform. 

However,  if  he  is  spoofing  Java — and  most  of  the  evidence 
suggests  only  "bait  and  enrich"  platform  neutrality — Jim,  go 
for  the  short.  It  should  be  clear  in  the  next  six  months. 


and  briar-patch  bourses.  From 
Botswana  to  Sri  Lanka,  Rogers 
waits  till  there  is  blood  in  the 
streets,  the  International  Mon- 
etary Fund  has  thrown  in  the  towel  even  on  high  taxes  and 
devaluations  as  its  enematic  remedy,  and  there  are  hostages 
and  hysteria  at  the  Hilton.  Then  if  from  some  smoke-filled 
bunker  the  government  issues  an  order  for  the  privatization 
of  hemp — it's  a  buy  signal! — he  invests. 

"Hey,  all  that  stuff  in  your  letter  is  great,  George,"  he  gasped. 
"But  what  I  want  to  know  is  when  do  I  short  Microsoft?  I'd 
like  to  do  it  now,"  he  adds,  "but  I  don't  want  to  get  in  the  path 
of  a  freight  train." 

This  is  no  market  timing  letter,  and  I  leave  the  short  sales 
to  swashbucklers  like  Rogers.  But  at  40  times  forward  earnings 
and  15  times  revenues — and  a  market  cap  of  $159  billion, 
implying  continued  growth  at  a  rate  of  23%  per  year  and  rev- 
enues of  $500  billion  in  20  years — Microsoft  seems  to  be  one 
of  the  more  succulent  sells  in  the  history  of  the  market.  I  would 


By  George  Gilder 


It  is  a  year  and  a  half  since 
Pearl  Harbor  day  1995,  when 
Gates  finally  got  on  board  the 
only  freight  train  that  counts 
these  days,  the  Internet  with  Java.  Fueled  by  the  efforts  of  some 
400,000  developers,  who  continue  to  report  as  much  as  five- 
fold increases  in  its  productivity,  Java  has  the  power  to  break 
the  Microsoft  lock-in  of  applications  profits  and  lockout  of 
rival  operating  systems.  As  a  cross-platform  solution,  Java  flat- 
tens the  playing  field  for  Microsoft's  competitors.  But  even 
early  this  year,  Gates  still  did  not  really  get  it.  He  was  still  largely 
in  denial,  grousing  about  Internet  "hype,"  and  delusionary  "holy 
grails"  in  computer  languages  and  cackling  about  the  silliness 
of  his  critics.  For  all  the  heralded  transformation  of  his  com- 
pany in  late  1995  ("Capitulation,"  blared  the  Computerworld 
headline),  Gates  was  a  computer  man  in  rebellion  against  the 
Internet  paradigm. 

Explains  Einar  Stefferud  of  Network  Management  Associ- 
ates, computer  people  focus  on  the  desktop  or  the  local  area 
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network  (LAN)  where  there  is  only  one 
owner  present  and  in  control,  and  problems 
can  be  solved  by  changing  everyone  else's  software.  Beyond  a 
particular  LAN,  though,  everything  gets  more  complicated — 
it  is  a  new  paradigm.  As  Microsoft  will  tell  you,  it  is  hard 
enough  even  to  link  together  the  various  separate  LANs  on  the 
Microsoft  campus,  each  with  a  different  administrator  and  dif- 
ferent priorities.  Beyond  the  pale  is  the  Internet,  a  network 
of  networks,  where  anybody  can  change  the  configuration  of 
his  or  her  machine  at  will  and  where  nothing  works  if  it  is 
based  on  trusting  the  guy  on  the  other  end. 

The  Internet  requires  you  to  step  out  of  Office97  into 
a  heterogeneous  jungle,  where  by  the 
end  of  the  year  there  will  be  some 
20  million  computers  that  have 
upgraded  to  non-Microsoft 
operating  systems  since 
January  1996.  But  after 
dinner,  when  the  argu- 
ments heat  up,  Micro- 
soft's top  people  will  tell 
you  they  essentially 
want  a  standard  that 
they  own  and  con- 
trol— a  solution  for  the 
90%  of  desktops  that  use 
Microsoft  operating  sys- 
tems, a  way  to  extend  the 
Office  onto  the  Web.  They 
are  frankly  baffled  by  the 
widespread  demand  for 
cross-platform  solutions 
and  ascribe  them  to  predatory  schemes  by  their  rivals.  Why 
not  make  the  Internet  into  a  LAN?  Aren't  the  holdouts  with 
unpopular  operating  systems  merely  bad  losers?  In  time  they 
will  go  away. 

From  this  point  of  view,  Java  is  merely  a  distraction,  an 
inferior,  slow,  and  ultimately  ineffectual  solution  to  the  inter- 
operability problem.  After  all,  Intel's  x86  instruction  set  is  the 
most  common  byte  code  in  the  industry.  If  you  want  porta- 
bility, why  not  just  write  to  that?  Many  companies  have 
created  emulators  that  can  simulate  other  systems  on  the 
x86  or  translate  the  x86  instructions  to  other  processors.  Out- 
side companies  such  as  Insignia  Solutions  will  give  you  emu- 
lators that  can  run  Windows  95  on  a  Mac.  Visix  will  give 
you  its  Galaxy  applications  program  interfaces  that  allow 
interoperability  with  Mac,  Unix,  and  whatever  else  you  want. 
These  methods  are  slow,  just  like  Java,  but  they  get  the 
job  done. 

In  March  1996  Microsoft  bought  a  small  firm  called  Colusa 
that  supplies  processor-independent  byte  codes  "better  than 
Java."  Colusa  allows  platform  independence  and  security  with- 
out sacrificing  go-tos  and  pointers  to  specific  memory  addresses 
(as  Java  does  for  securit)  and  reliability  reasons).  According 
to  the  press  release,  Colusa  will  be  included  "in  future  versions 
of  Internet  Explorer."  -\nd  nobody  stops  to  say,  "Huh?" 


By  contrast,  Internet  people  know  that  cross-platform 
robustness  is  not  a  business  tactic;  it  is  the  very  heart  of  the 
Internet  paradigm.  Ninety  percent  won't  do.  Ninety-nine  and 
one  half  won't  do.  There  are  hundreds  of  thousands  of  own- 
ers and  perhaps  150,000  separate  networks  making  millions 
of  separate  choices — and  no  possibility  of  imposing  a  panacea. 
As  Stefferud  puts  it,  in  a  distributed  heterogeneous  world,  with 
"distributed  change  control,"  you  cannot  change  the  core  with- 
out long  deliberation  and  much  public  debate.  You  must  keep 
the  core  simple  and  public  to  accommodate  a  necessarily 
chaotic  and  creative  periphery.  Java  requires  absolutely  no 
change  in  the  core,  no  change  in  the  operating  system,  and 
no  change  in  transport  protocols.  It 
is  a  platform  created  for  the 
new  world  of  the  Net.  You  don't 
have  to  trust  anyone  to  use 
it.  As  Stefferud  says,  secu- 
rity must  be  achieved 
at  the  end  points. 
The  security  is  not 
on  the  Net  or  on 
the  operating  sys- 
tem or  in  an  en- 
crypted signature 
as  on  ActiveX  con- 
trols but  in  the  Java 
engine  itself  that  executes 
the  program. 

Java  does  not  opti- 
mize for  the  desktop  at 
all.  It  does  not  adapt  to 
the  instruction  set  of  the 
microprocessor.  It  is  not  designed  for  microprocessor  speed. 
It  is  designed  for  programmer  speed.  It  asserts  that  the  Net 
paradigm  eclipses  the  desktop  paradigm.  Just  as  Bill  Gates  and 
his  PC  eclipsed  the  mainframe  paradigm  and  relegated  to  irrel- 
evance thousands  of  wonderful  mainframe  optimizations, 
James  Gosling  and  Java  have  eclipsed  the  desktop  paradigm 
and  rendered  many  of  its  most  elegant  solutions  obsolete.  In 
the  world  of  Java,  there  is  no  benefit  to  operating  system  homo- 
geneity. For  every  application  or  environment  the  best  oper- 
ating system  can  prevail,  even  if  much  of  the  time  it  is  not  NT. 

As  a  network  system  Java  does  not  care  how  it  is  transported. 
It  can  be  invoked  by  a  hypertext  transfer  protocol  command 
on  the  Web.  It  can  be  tagged  and  bagged  in  an  Internet  MIME 
(multipurpose  Internet  mail  extensions)  envelope.  It  is  safe, 
secure,  and  platform  independent;  it's  "interpreted,"  which  means 
it  does  not  have  to  be  translated  by  a  batch  "compiler"  for  a  spe- 
cific machine;  and  it  plays  on  any  machine,  from  a  video  to  a 
vibrator.  It  collects  your  garbage  (its  automatic  garbage  col- 
lection is  a  way  of  managing  memory,  cleaning  out  the  stables, 
during  the  writing  and  running  of  code).  It  prevents  pro- 
gramming errors.  It's  multithreaded  so  no  one  cares  if  it  is  slow. 
It  opens  doors  and  shatters  Windows.  It  builds  market  cap  as 
if  by  magic.  It  raises  the  sun  and  illumines  the  road  ahead  to 
a  new  computer  architecture.  Give  poor  Bill  a  break. 


Rock  Analogy  "Java  is  like  the  Monkees,"  said  Charles  Simonyi.  "They 
had  a  few  hits  and  then  disappeared.  Microsoft  is  the  Beatles." 
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Introducing  the  Toshiba  Equium.' 


We  know  you  have  high  expectations.  So  when  you  asked  for  a  new  line  of 
business  systems,  we  put  the  same  ingenuity,  quality  and  design  you  Ve  come  to  expect 

from  our  portables  into  our  new  Equium  line.  With  our  history  of  technical  excellence, 


in 


you  can  be  sure  they  are  powerful  and  reliable  computers.  Offenng  you  proven  quality 


PENTIUM»PRO    and  delivering  the  nght  tools  to  help  you  maintain  a  competitive  edge.    ,  ~  e 


lOCESSDR 


TheEquium  line  incorporates  features  that  increase  productivity  and  manageability  Like 
the  latest  Intel  processors,  system  monitoring  software  and  robust  security  And  with 
Toshiba 's  sleep  button,  with  Secure  Sleep"  and  Instant  On  features,  you  '11  save  time  and  money.  There 's 
even  room  for  growth,  provided  by  enough  system  memory  and  hard  disk  capacity  to  handle  your  future 
application  needs.  But  there's  more  to  building  a  better  computer  than  just  great  features.  Relationships 
are  a  key  component  to  our  success.  Working  with  strategic  partners  and  most  importantly,  ijj^j 

MOOSOfT. 

keeping  an  open  dialogue  with  you  to  create  solutions  together.  To  bring  you  the  best  So"™?" 
products  possible,  like  our  new  Equium  line  of  computers.  Find  out  more  about  it. 
Call  1-800-457-7777  or  look  us  up  on  the  Web  at  http://equium.toshiba.com. 


In  Touch  with  Tomorrow 

TOSHIBA 


►  PRODUCTIVITY  ADVANTAGES 
Designed  lo  enhance  productivity  with  Intel 
Pentium*  Pro  processors,  Windows  NX., 
Secure  Sleep*  and  Instant  On  leatures. 
Saving  you  time,  energy  and  money. 

►  BUILT-IN  MANAGEABILITY 

DMI  2.0  support  and  Intel  LanDesk'  client 
manager  software  allow  easy  system 
management  to  lower  your  total  cost 
of  owning  a  computer. 

►  PROTECTING  YOUR  INVESTMENT 

A  rich  learure  set  offers  performance  and  value 
today  and  in  the  future  with  10/100  Ethernet, 
USB  ports  and  enough  system  memory  and  hard 
disk  capacity  to  handle  future  application  needs 

►  QUALITY  AND  RELIABILITY 

You  can  rely  on  Toshiba,  the  world  leader  in 
portable  technology,  to  bnng  you  the  same 
quality  and  ingenuity  in  our  new  Equium  line. 


OlOTTtehiba  America  biatrial 

Tte  Intel  Inside  Logo,  FterrtrumarriUMles^ 


f%  •  I  I  _  In  this  world  of  manias  and  emotions, 
Gates  said,  "I  have  to  make  rational  deci- 
sions," glaring  at  me.  "Somebody  who  thinks  that  because  of 
a  language  that  is  magic,  these  guys  can  overthrow  the  world — 
that  person  can't  even  think  two  chess  moves  ahead.  You're  not 
even  in  the  game  I'm  playing." 

That  was  less  than  two  years  ago.  Today,  all  has  changed. 
On  Web  pages  Java  applets  outnumber  ActiveX  controls  by 
a  factor  of  seven.  Java  programmers  are  showing  as  much  as 
five  times  the  productivity  of  C++  programmers.  By  the  end 
of  1996,  Gates  had  assigned  some  300  Microsoft  programmers 
to  plant  a  hedge  of  Java  products.  In  May  1997  he  purchased 
Dimension  X,  holder  of  an  early  Java  license  that  commanded 
40  top  Java  programmers  from  Sun  and  elsewhere.  Bob 
Muglia,  Microsoft  vice  presi- 
dent for  developer  tools,  con- 
firmed a  central  Sun  claim: 
"Java  makes  programmers  far 
more  productive." 

Yet,  at  the  highest  levels  of 
Microsoft,  the  endorsement  of 
Java,  even  mere  pro-Java  lan- 
guage, is  anything  but  whole- 
hearted. Toward  the  end  of 
November  1996  (a  year  after 
my  meeting  with  Gates),  I  trav- 
eled to  Seattle  to  the  home  of 
Charles  Simonyi  of  Microsoft. 
A  Hungarian  immigrant  genius 
who  made  his  way  to  the  United  States  in  the  1950s,  Simonyi 
starred  at  Xerox  PARC  in  its  most  creative  period  and  ended 
up  at  Microsoft  to  found  its  applications  division,  beginning 
with  Excel  and  Word.  Just  a  few  hundred  yards  from  Bill  Gates's 
famous  dwelling,  Simonyi's  alabaster  palace  gleams  next  to  the 
home  of  Nathan  Myhrvold,  the  physicist-programmer  who  is 
known  as  Gates's  closest  intellectual  associate. 

Since  Microsoft  had  adopted  Java  and  launched  leading- 
edge  Java  tools,  I  expected  Simonyi  and  Myhrvold  at  least  to 
pretend  to  celebrate  the  possibility  of  a  more  rapid  advance  in 
software,  spearheaded  by  Microsoft  as  a  Java  paradigm  com- 
pany. But  at  the  mention  of  Java,  Myhrvold  leaned  forward 
with  a  growl.  Speaking  rapidly  through  his  beard  in  a  nasal 
voice  resembling  that  of  Gates,  he  launched  into  a  passionate 
reprise  of  his  boss's  line  of  the  previous  year.  Didn't  I  know  of 
Lisp,  Smalltalk,  Ada,  and  all  the  other  "revolutionary"  languages 
that  claimed  to  enhance  programmer  productivity?  Java  is  the 
same,  he  said. 

"It's  the  Monkees,"  said  Simonyi,  referring  to  the  rock  group 
that  briefly  posed  as  American  Beatles.  "They  had  a  few  hits  and 
then  disappeared.  Java  will  be  the  same.  It  will  be  totally  for- 
gotten. Microsoft  is  the  Beatles."  As  for  platform  independence, 
he  said,  "it's  only  significant  to  the  vendors  of  platforms  with 
a  tiny  market  share,  under  1%.  Why  does  anyone  else  care?" 

Myhrvold  declared  that  measured  by  lines  of  code,  soft- 
ware had  advanced  just  as  fast  as  hardware  and  had  taken 
advantage  of  every  hardware  gain.  Java's  claim  of  automatic 


Internet  people 
know  that  cross-platform 
robustness  is 
not  a  business  tactic; 
it  is  the  very  heart  of  the 
Internet  paradigm. 


memory  management — "so-called  garbage  collection" — is 
empty,  he  asserted. 

Microsoft  has  explored  the  issue  at  length  over  the  years. 
Memory  management  might  work  in  an  applet,  but  it  will  not 
scale  to  a  large  program.  It  will  break  down.  Claims  of  large 
gains  in  programmer  output  are  "pure  baloney,"  Myhrvold  said. 
Simonyi  chimed  in  to  deny  Java's  claims  to  have  solved  the 
problems  of  programming  component  software — systems  that 
could  be  put  together  like  Lego  blocks.  "These  problems  have 
not  even  been  solved  at  Microsoft,  in  one  company,"  Simonyi 
says.  "How  could  anyone  solve  it  across  the  Net?"  He  added 
that  Java  had  not  even  begun  to  create  true  portability,  and  it 
never  would. 

After  the  reams  of  double-talk  publicity  from  Microsoft  sup- 
porting Java,  it  was  challenging 
and  refreshing  to  hear  these 
direct  and  emphatic  declara- 
tions from  the  company's  two 
leading  intellectuals.  They  were 
making  clear,  falsifiable  bets. 
Java  does  not  much  improve 
the  efficiency  of  programmers. 
Java  garbage  collection  will 
not  scale.  Component  software 
over  the  Net  will  not  work.  Java 
will  dwindle  away  in  time.  Net- 
work computers  will  fail.  Cross- 
platform  portability  is  a  pipe 
dream.  As  a  businessman,  Gates 
would  hedge  the  issue  by  defensive  investments.  But  at  the 
heart  of  Microsoft  erupted  a  hymn  of  pure  hostility  to  the  new 
paradigm  in  computing  and  software. 

A  software  paradigm  resembles  a  language  in  more  than 
name.  Having  mastered  one  idiom,  it  is  devilishly  hard  to  relin- 
quish it  for  another  in  which  you  are  not  fluent.  Over  the  past 
five  years,  the  software  world  has  adopted  a  model  called 
"objects,"  which  requires  an  entirely  new  thinking  process  on 
the  part  of  programmers.  Java  is  the  latest  and  most  pure 
expression  of  the  object-oriented  paradigm.  Rather  than  treat- 
ing data  and  processing  as  two  separate  streams  that  join  only 
in  execution,  object-oriented  systems  join  the  two  in  protec- 
tive containers  with  interfaces  observing  specific  rules  that 
conceal  the  details  of  processing  from  the  user's  program.  Thus 
changes  in  the  object,  whether  an  invoice  or  a  graphic,  do 
not  require  changes  in  the  program  that  uses  it.  Objects  become 
components  that  can  be  invoked  by  a  variety  of  programs. 

Mandating  general  usage  of  the  partly  object-oriented  C++ 
programming  language,  Microsoft  has  laboriously  adopted  this 
model  in  a  hybrid  form.  It  developed  a  desktop-oriented  soft- 
ware paradigm  based  on  its  technology  of  object  linking  and 
embedding  (OLE)  that  allows  compound  documents,  such  as 
Word  text  files  incorporating  Excel  spreadsheets.  Microsoft 
generalized  OLE  into  a  system  for  any  software  package  to 
invoke  services  from  any  other  and  called  it  COM  (component 
object  model).  This  was  a  large  step  toward  object  orientation, 
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As  the  largest  single-source  provider  of 
>mputer  and  telephony  solutions,  Source 
is  helped  thousands  of  customers  save  up 

40%  in  phone  equipment  costs. 

Founded  in  1971,  think  of  us  as  the 
ading  floor  of  the  communications  equipment 
justry.  We  use  the  latest  information  systems 

track,  buy  and  sell  telecom  equipment, 
id  our  customers  have  access  so  they 
in  manage  their  equipment.  For  inventory 
anagement,  every  product  is  serial  barcoded 

identify  origin,  ownership,  activity  and 
arranty  data.  This  also  helps  us  provide 
tegrated  services,  logistics  management 
id  insure  each  part's  quality.  Plus  we  test, 
pair,  refurbish  and  reconfigure  existing 
luipment.  When  it  comes  to  service,  no 
le  offers  the  technical  assistance,  integrated 
jrvices,  financing,  in-depth  training,  and 
und-the-clock  support  like  we  do. 


Need  a  part  in  a  hurry?  No  problem. 
Our  warehouse  stocks  over  250,000  parts, 
so  we  ship  80%  of  our  orders  the  same  day 
and  half  of  those  by  air. 

We're  technology  neutral.  Meaning  there's 
no  hidden  agenda  trying  to  sell  you  specific 
brands.  Instead,  we  offer  products  from  over 
140  different  manufacturers  that  best  meet 
your  needs — we  call  it,  Source  brand. 

The  Source  Guarantee.  If  there's  ever 
a  problem  with  a  Source  component,  we  will 
airfreight  a  prepaid  replacement.  This  warranty 
is  good  three  hundred  and  sixty-five  days  from 
the  date  of  purchase  and  exceeds  most  new 
equipment  warranties. 

No  other  company  has  the  range  of 
services,  variety  of  brands  and  assurance 
of  quality.  But  there's  really  only  one  way  to 
find  out  how  we  can  save  you  money,  simply 
call  me,  David  Potter,  at  1-888  Potter  4. 


WE'VE  HELPED 
COMPANIES  BIG 

AND  SMALL 
SAVE  30-40%  ON 
PHONE  EQUIPMENT 
COSTS. 
CARE  TO  TALK? 


SOURCE 


Integrated 
Telecommunication 
Solutions 

(800)  608-6509 
http://www.source.com 


Gilder 


but  it  still  ignored  the  Net. 

A  Web  page,  however,  can  be  treated  as  a 
compound  document  with  hyperlinks  that  invoke  other 
objects.  In  1994  Microsoft  extended  COM  to  connections 
among  different  computers  as  distributed  COM,  and  elabo- 
rated on  it  a  set  of  applet-like  functions  called  ActiveX  for  the 
Web.  Microsoft's  Explorer  3.0  browser  is  essentially  a  com- 
pound document  container  that  can  invoke  ActiveX  controls 
to  display  pages  and  invoke  software  functions. 

Explains  Mark  Ryland,  former  Microsoft  lead  program 
manager  of  OLE  and  ActiveX  teams,  "We  are  taking  COM  and 
ActiveX  and  giving  them  security  and  protection.  Sun  is  tak- 
ing Java  and  giving  it  a  native  interface  for  applications.  We 
are  enhancing  security  on  ActiveX,  and  they  are  jack 
ing  up  the  performance  of  Java.  What's  the  dif- 
ference except  that  90%  of  computers  already 
run  on  operating  systems  using  COM." 

That's  the  view  in  the  Microsoft  world. 
But  it  is  not  the  real  world  anymore.  I 
just  returned  from  the  IBM  Technical 
Interchange  conference  in  St.  Louis 
where  a  very  different  picture  was 
emerging.  Bill  Gates  met  Katrina  Gar-  j 
nett  and  her  team  from  CrossRoads 
Software,  which  was  helping  to  intro- 
duce a  new  IBM  Java  Beans  develop- 
ment tool. 

Fueled  with  investments  of 
some  $15.8  million  from  such 
backers  as  SAP  AG,  Venrock 
Associates,  and  Michael 
Dell  of  Dell  Computers,  'I 
CrossRoads  was  founded 
a  year  ago  November 
by  a  group  of  Sybase 
engineers  led  by  Gar- 
nett.  It  provides  ways  to 
interconnect  diverse 


enterprise  software  programs.  Examples  include  SAP's  finan- 
cial, manufacturing,  and  human  resources  tools,  Vantive's  cus- 
tomer interaction  packages,  Clarify 's  customer  tech  support, 
Baan's  resource  management  software,  and  Powersoft's  data- 
base development  tools,  now  embracing  Java.  These  firms  are 
all  growing  at  a  rate  near  50%  a  year,  and  their  equipment 
coexists  in  an  increasing  range  of  companies,  performing 
related  functions  in  parallel.  But  these  programs  mostly  can- 
not respond  in  real  time  to  cross-program  and  cross-platform 
events — such  as  orders  and  invoices — that  involve  customers, 
manufacturing  plans,  financial  accounts,  and  employees. 

Coming  from  Sybase,  all  the  CrossRoads  programmers 
planned  to  use  C  or  C++.  But  when  it  came  time  to  do  the 
programs — major  projects  that  required  several  hundred  thou- 
sand lines  of  code  to  be  produced  in  six  months — the  group 
decided  to  experiment  with  Java.  Navid  Kahangi,  vice  presi- 
dent of  software  development,  and  Prashant  Gupta,  chief  tech- 
nical officer,  were  genuinely  shocked  to  find  that  Java  increased 


the  coding  productivity  of  their  programmers  by  a  factor  of 
10.  Gupta  was  sold  the  first  day,  when,  after  spending  two  hours 
learning  Java  syntax  from  an  assistant,  the  assistant  had  to  leave 
for  an  emergency  at  3  p.m.  Gupta  decided  to  try  a  little  pro- 
gramming on  his  own.  By  nine  o'clock  that  night  he  had  writ- 
ten 800  lines  of  code  that  he  had  expected  to  take  two  weeks 
to  complete  in  C++. 

From  then  on  they  did  almost  everything  in  Java.  Kahangi 
lists  six  key  benefits.  First  was  productivity,  the  tenfold  gain, 
largely  from  garbage  collection,  memory  management, 

and  the  pure  object  discipline 
imposed  on  program- 
mers. Second  was  cross- 

V 

platform  portability. 
They  did  the  first 
iteration  on  NT,  but 
they  are  porting  it 
simply  to  Unix  and 
the  Web  in  the  sec- 
ond release.  Third  was 
W  testability.  Because  of 
the  object-oriented  dis- 
cipline imposed  by  Java, 
the  components  are  easier  to 
isolate  and  test.  Fourth  was  the 
simple  model  of  multithreaded  syn- 
chronization that  was  vital  for  the 
interactive  applications.  Fifth  was 
the  robustness  and  security. 
These  business-critical 
CrossRoads  systems  can- 
not be  allowed  to  crash. 
Sixth  was  upgradabil- 
ity  on  the  fly.  Java  as  an 
interpreted  language 
can  be  upgraded  with 
new  capabilities,  new 
"classes,"  on  the  fly. 
This  allows  the  24  x  7  availability  that  is  necessary  for  these 
key  company  systems.  C++  can  be  revised  in  real  time  only 
through  the  cumbersome  replacement  of  DLLs  (dynamic 
link  libraries). 

Confirming  the  experience  of  CrossRoads  is  IBM.  Through- 
out the  history  of  the  company,  IBM  has  seethed  with  multi- 
ple systems.  From  system  360  to  SAA  (system  application 
architecture),  the  company  has  tried  and  repeatedly  failed 
to  overcome  these  splits.  Release  the  Windows  version  first  or 
the  version  for  OS/2  or  AIX?  With  these  tensions  overcome, 
IBM  has  quietly  become  one  of  the  most  enthusiastic  and  help- 
ful supporters  of  Java,  working  with  Sun  on  large  parts  of  the 
language  from  IBM's  Centre  for  Java  Technology  Development 
in  Hursley,  United  Kingdom,  and  around  the  globe.  IBM  has 
more  than  2,500  Java  developers,  more  than  any  other  com- 
pany, and  recently  began  a  24-hour  program,  with  code  being 
passed  around  the  globe  to  follow  the  working  day,  to 
produce  Java  programs  faster.  Java's  modularity  makes  this 


Defensive  Measure  As  a  businessman,  Bill  Gates  would  hedge  the  Java  issue  by 
wielding  his  company's  $9  billion  cash  pot  and  $159  billion  market  valuation. 
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J  scheme  an  easy  winner.  OS/2  was  the  first 

\3 1 1  lJ»  W I  operating  system  to  integrate  Java  in  a  ship- 
ping version.  With  an  increased  software  base  and  a  graphi- 
cal and  uniform  front  end,  IBM's  hardware  products  will 
become  easier  to  sell. 

Among  other  potential  winners  from  Java  are  Digital  Equip- 
ment (DEC),  owner  of  Alpha,  the  world's  fastest  microproces- 
sor, and  StrongARM,  the  world's  fastest  low-power  processor 
for  Java  code.  Oracle  originally  adopted  StrongARM  in  the  ref- 
erence platform  for  the  new  NC  computer,  though  Oracle  has 
recently  spoken  of  adopting  a  low-power  Pentium.  With  the 
best  user  interfaces  and  most  loyal  customer  base,  Apple  should 
also  benefit.  Though  the  company  has  been  agonizingly  slow 
in  embracing  the  new  language — Newton,  for  example,  remains 
Javafree — Apple  has  announced 
that  Java  is  going  to  be  a  cen- 
tral plank  of  Rhapsody,  their 
operating  system  based  on  the 
Next  system.  With  Java,  Apple 
can  launch  Rhapsody  with  a 
large  applications  base  already 
in  hand. 

At  Netscape,  Marc  Andrees- 
sen has  recently  stated  an  even- 
tual intention  to  convert  its 
browser  entirely  to  Java.  With 
more  and  more  porting  prob- 
lems (it  currently  supports 
19  platforms)  in  some  five 
"languages"  (C,  C++,  HTML,  JavaScript,  and  Java)  Java  could 
save  the  company. 

Netscape  commands  one  key  Java-related  advantage  over 
Microsoft.  A  startup  called  Marimba,  led  by  Kim  Polese  and 
Arthur  van  Hoff  of  Sun's  Java  team,  has  licensed  its  Castanet 
push  technology  to  Netscape  for  its  new  Netcaster  product. 
With  Castanet  in  every  browser,  Netscape  can  upgrade  the 
user's  copy  of  Communicator  at  any  time,  and  thus  can  increase 
the  user's  feature  set  dynamically,  quickly  fixing  bugs  and  secu- 
rity holes. 

A  less-famous  company  that  may  revive  its  fortunes  with  a 
Java  uplift  is  Applix  of  Westboro,  Massachusetts.  A  meteoric 
stock  that  climbed  to  $41.25  in  March  1996  and  plunged 
to  $3.25  in  April  of  this  year,  Applix  commands  a  server- 
based  office  suite  that  interfaces  to  database  engines.  Called 
Applixware,  it  suggests  a  Unix  version  of  the  Windows-based 
Citrix.  Recently  adopted  by  Microsoft,  the  Citrix  technology 
permits  remote  access  to  Windows  programs  over  the  Net 
through  front  ends  written  for  PCs.  The  PCs  issue  a  stream 
of  keystroke  and  mouse  codes  and  receive  from  an  NT  server 
a  stream  of  distilled  GDI  (graphical  device  interface)  signals, 
all  platform  specific. 

Previously  a  Unix  office  software  supplier  for  leading  banks 
and  investment  houses  with  some  $40  million  in  revenues, 
Applix  has  turned  to  Java  to  escape  from  the  Unix  ghetto. 
Investing  some  $2  million  in  R&D,  it  has  incurred  losses  in  the 
process.  But  with  government  and  financial  sector  compa- 


Potential  winners  from 
Java  are  Digital,  owner  of 
the  Alpha  microprocessor, 

and  StrongARM,  the 
world's  fastest  low-power 
processor  for  Java  code. 


nies  lining  up  for  the  new  Java  product,  profits  should  soon 
begin  flowing.  Adding  a  Java  front  end  and  other  interactive 
Java  features,  Applixware  is  reemerging  as  Anyware  in  a  user- 
customizable  and  platform-independent  form. 

Unlike  Corel,  which  is  creating  an  all-Java  office  suite  that 
runs  on  the  client  (Gilder  Technology  Report,  October  1996), 
Applix  products  run  the  calculation  engines  on  the  server  and 
only  the  user  interface  on  a  Java  client.  Levering  the  porta- 
bility of  Java's  graphical  user  interface  AWT  (abstract  win- 
dowing toolkit),  Applix  has  created  an  applet  that  can  act  as 
the  front  end  for  Applix  applications  on  any  device  with  a  Java 
virtual  machine.  Unlike  Citrix,  which  will  be  an  additional 
plug-in  on  the  Internet  Explorer  and  entails  constant  screen 
updates  from  the  NT  server  over  the  lines,  Applixware  uses  the 

Java  Virtual  Machine  both  to 
achieve  platform  independence 
and  relieve  the  burdens  on 
Internet  bandwidth.  The  Applix 
suite  works  on  Unix  and  NT 
servers  and  affords  access  to 
legacy  files  through  more  than 
50  export  and  import  formats. 
At  a  hefty  $295  per  seat  and 
$4,995  per  server  (still  nego- 
tiable prices  from  the  world  of 
Unix),  Applix  sells  this  tech- 
nology as  an  office  suite.  It  also 
offers  a  more  expensive  pack- 
age that  allows  a  company  to 
write  its  own  programs  using  the  Applix  Java  front  end.  As 
Applix  moves  its  products  down  market,  the  company  may 
become  an  important  vessel  of  the  Java  paradigm. 

The  fight  between  Java  and  Microsoft  is  a  clash  of  para- 
digms. Java  began  with  the  Internet  paradigm  and  has 
flourished  with  the  spread  of  the  multiplatform  Web.  ActiveX 
began  on  the  desktop  and  is  withering  on  the  Net.  The  win- 
ners will  observe  Stefferud's  model,  relegating  complexity  to 
the  edges,  preserving  openness  and  simplicity  in  the  core,  and 
relying  on  bandwidth  to  improve  it. 

If  Microsoft  cannot  accept  the  industry's  commitment 
to  achieve  openness  through  Java,  it  will  be  time  for 
Jim  Rogers  to  issue  a  momentous  short. 

If  Microsoft  does  devote  its  huge  resources  to  fulfilling  the 
Java  promise,  however,  the  company  could  well  achieve  its  $500 
billion  destiny.  The  margins  will  be  lower,  but  the  profits  will 
be  greater  in  a  global  economy  based  on  the  Internet  as  its  new 
central  nervous  system.  ■ 

Don't  miss  the  first  annual  Telecosm  Conference,  September  14-16,  at  the 
Ritz-Carlton  Rancho  Mirage  in  Palm  Springs,  California.  Register  by  call- 
ing 21 2-206-5521 ...  Speakers  and  attendees  comprise  a  "who's  who"  list  of 
computer,  telecommunications,  Internet,  media,  and  financial  experts,  includ- 
ing... Steve  Forbes,  George  Gilder,  Peter  Huber,  Carver  Mead,  Eric  Schmidt, 
Milo  Medin,  Michael  Medved,  Allen  Salmasi,  Alex  Mandl,  Scott  McNealy, 
Andrew  Viterbi,  Michael  Milken,  Marc  Andreessen,  Kim  Polese,  Rich  Karl- 
gaard,  John  Doerr,  Bob  Metcalfe,  Eric  Nee,  David  Nagel,  Andrew  Kessler, 
Alan  Baratz,  Senator  John  McCain,  Donald  Steinbrecher,  Tony  Perkins, 
Leonard  Kleinrock,  Michael  Jensen,  Frank  Ingari,  former  Senator  Bill  Bradley, 
John  Hagel,  Paul  Baran,  John  Patrick,  and  more. 
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mail.  OR  order  information  toll  free,  24  hours  a  day  by 
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us  at  (312)  922-3165. 


communications 


1.  SOURCE,  INC.  Headquartered  in  Dallas,  Texas. 
The  leading  independent  provider  for  current  and 
evolving  business  applications  of  computer  and 
telephony  integration. 

*  DATA  NETWORK  SERVICES  ♦ 


2.  NORTEL  ENTERPRISE  NETWORKS 
TELECOM 


NORTHERN 


♦  SATELLITE  COMMUNICATIONS  * 

3.  COMSAT  WORLD  SYSTEMS  Provides  telephony, 
data  Internet  and  video/audio  communications 
service  between  the  U.S.  and  the  world  via  the 
INTELSAT  global  satellite  network. 


software 


*  EDA  SOFTWARE  ♦ 

4.  CADENCE  DESIGN  SYSTEMS,  INC.  Provides 
comprehensive  services  and  technology  for  the 
product  development  requirements  of  the  world's 
leading  electronic  companies. 

•  ENTERPRISE  BUSINESS  APPLICATIONS  * 

5.  PEOPLESOFT  Develops,  markets,  and  supports  a 
complete  suite  of  business  applications  — 
PeopleSoft  Financials,  PeopleSoft  Distribution, 
PeopleSoft  Manufacturing,  and  PeopleSoft 
HRMS  —  for  enterprise-wide  information 
management.  1-800-947-7753. 

#  CLIENT/SERVER  # 

6.  SAP  AMERICA,  INC.  A  market  and  technology 
leader  in  client/server  software.  Provides 
comprehensive  solutions  for  companies  of  all 
sizes.  SAP  products  empower  people  to  respond 
quickly  to  dynamic  market  conditions,  helping 
businesses  maintain  a  competitive  advantage. 

*  GLOBAL  SUPPLY  CHAIN  MANAGEMENT  * 

7.  QAD  INC.  A  leading  developer  and  global 
supplier  of  integrated  business  software  and 
services  including  manufacturing,  distribution, 
customer  service  and  financial  applications  in 
an  open  systems  environment. 

#  SYSTEMS  MANAGEMENT  # 

B.  TIVOLI  A  leading  provider  of  systems  and 
network  management  software  for  companies 
around  the  world. 


hardware. 


#  LAPTOPS/PORTABLES  ♦ 

9.  COMPUTER  DISCOUNT  WAREHOUSE  A  leading 
mail-order  reseller  of  name  brand  hardware, 
peripheral  and  software  products,  offering  more 
than  20,000  items,  all  at  discount  prices. 


*  PCS  # 

10.  TOSHIBA  COMPUTERS  A  world  leader  in 
portables,  Toshiba  now  presents  Equium™,  the 
full-featured  desktop  which  puts  you  ahead  of  the 
pack.  Call  800-457-7777  or  visit  our  Web  site  at 
http://computers.toshiba.com. 

•  PRINTERS* 

11.  MINOLTA  PERIPHERAL  PRODUCTS  Minolta 
proudly  introduces  PageWorks,  a  revolutionary 
line  of  laser  printers  for  business.  For  over  ten 
years  Minolta  has  been  one  of  the  world's 
largest  manufacturers  of  laser  printer  engines. 
That  field  proven  reliability  allows  us  to  offer 
laser  printers  of  unparalleled  quality  and  value. 
For  more  information  visit  our  Web  site  at 
www.minoltaprinters.com  or  call  1-888-2MIN0LTA. 


*  CONSULTANTS  * 

12.  BDM  INTERNATIONAL,  INC.  (Nasdaq  BDMI) 
Provides  information  technology  systems  and 
solutions,  from  mainframe  migration  to  intranet 
integration,  to  government  and  the  private  sector 
worldwide. 

•  ON-LINE  SERVICES* 

13.  CHARLES  SCHWAB  &  CO.,  INC.  e  Schwab. 
1-800-eSchwab  ext.  104. 

14.  MERCURY  CENTER  www.mercurycenter.com 
Silicon  Valley's  online  news  source,  including  the 
full  text  of  the  Pulitzer  Prize-winning  San  Jose 
Mercury  News,  updated  continuously  throughout 
the  day. 

•  SYSTEMS  INTEGRATION  • 

15.  CONTROL  DATA  SYSTEMS  1-888-RIALT04 

A  global  software  and  services  company  dedicated 
to  helping  organizations  integrate  the  enterprise 
systems  needed  to  create,  transmit,  access  and 
control  digital  information. 


•  BUSINESS  TO  BUSINESS* 

16.  CONNEXT  Value  added  services  for  the  utility 
industry. 

*  EXECUTIVE  GIFS  * 

17.  CARIBBEAN  TRADERS  The  adventures  of  the 
legendary  Jeremiah  J.  Jefferson  III  come  to  life 
in  unique  merchandise  &  apparel,  exclusively 
from  Caribbean  Traders.  For  a  free  catalog  - 
and  the  further  adventures  of  "J3"  -  call  toll-free 
1-800-322-2319 

♦  FINANCIAL* 

18.  E*TRADE  SECURITIES,  INC.  Take  charge  of  your 
investments  with  one  of  the  leading  online  bro- 
kerages. Get  valuable  news,  price  charts  and 
company  research  free  -  24  hours  a  day.  Plus, 
trade  for  as  little  as  $14.95  per  listed  market 
order.  Visit  our  Web  site  and  get  empowered  with 
E*TRADE  today!  Our  phone  #  is  1-800-STOCKS-3. 
The  web  address  is:  www.etrade.com. 


♦  STATIONERY* 

19.  GEORGIA-PACIFIC  PAPERS  Microprint  One  is  a 
bright  white  paper  designed  to  work  in  ink  jet 
and  laser  printers,  copiers,  plain  paper  faxes  and 
multifunctional  machines. 

♦  TAPE  STORAGE  OR  BACK-UP  ♦ 

20.  EXABYTE  CORPORATION  Exabyte  tape  drives 
and  libraries  range  in  capacity  from  1.3  gigabytes 
to  3.2  terabytes.  Exabyte  product  sales,  support 
and  service  are  available  internationally.  Phone 
1-800-EXABYTE  or  (303)  442-4333. 

♦  TRANSPORTATION/FREIGHT  ♦ 

21.  ROADWAY  EXPRESS,  INC.  Founded  in  1930,  and 
headquartered  in  Akron,  Ohio,  Roadway  Express, 
Inc.  is  one  of  the  largest  North  America  based 
LTL  motor  carriers. 

♦  UNINTERRUPTIBLE  POWER  SUPPLIES  ♦ 

22.  AMERICAN  POWER  CONVERSION  (APC)  A  leading 
manufacturer  of  uninterruptible  power  supplies 
and  surge  protection  products  for  personal, 
professional,  and  network  applications.  APC  offers 
products  featuring  hot  swappable  user  replaceable 
batteries,  software,  SNMP  accessories  and  data 
line  protection.  For  free  60-page  catalog,  circle 
reader  service  #22  or  call  (888)  289-APCC  ext.  8108. 


the  business  traveler 

23.  ALAMO  RENT  A  CAR  The  Alamo  Small  Benefits 
Program  offers  the  best  value  going  for  growing 
companies.  With  enrollment,  corporate  customers 
receive  FREE  Quicksilver  service,  True  Blue 
rewards,  Frequent  Flyer  rewards,  and  much  more. 

24.  HITACHI  PC  Introducing  Mobilized  Computing. 
For  more  information  on  Hitachi's  new  line  of 
notebook  computers,  call  1-800-HITACHI  or  visit 
www.HitachiPC.com  on  the  World  Wide  Web. 

25.  TCG  -  TELEPORT  COMMUNICATIONS  GROUP 

Provides  advanced  fiber  optic  networks  for  the 
transmission  of  voice,  data  and  image  communi- 
cations. TCG  currently  operates  networks  in  57 
major  markets  and  more  than  250  communities 
nationwide. 


indonesia:  a  success  story 
in  the  making 

26.  BANK  EKSPOR  IMPOR  INDONESIA 

Commercial  Banking 

27.  SALIM  GROUP 

http://www.surfindonesia.com/salimgroup/ 
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LEGENDS 


Ted  Nelson 


In  midgallop,  Theodor  Nelson  strews  complex  ideas  so  prof- 
ligately that  a  listener  quickly  can  feel  overwhelmed.  Opinions 
pour  out  of  him,  he  races  this  way  and  that,  blasting  a  host  of 
enemies  in  an  intellectual  game  of  Quake.  "Word  processing  is 
a  completely  warped  process,"  he  says.  Windows  95  is  little  more 
than  "Scrabble  tiles  with  font  sugar  on  top."  When  he  visited 
fabled  Xerox  PARC  in  the  early  1970s,  he  found  it  "a  very  nasty 
place."  He  calls  the  Web  "wonderful  for  people  who  like  unfin- 
ished writing."  Even  the  hapless  consumer  comes  in  for  a  poke 
in  the  eye:  "I've  always  insisted  that  computers  should  be  the  way 
people  want,  and  then  I've  been  disappointed  when 
they  didn't  want  enough."  More  than  30  years  ago, 
Nelson  coined  the  term  and  shaped  the  crucial  con- 
cept of  hypertext;  today,  at  60,  he  is  hypertext. 

Disappointment  has  dogged  Nelson's  long  career 
as  a  software  visionary.  His  books  in  the  1970s,  Com- 
puter Lib  and  The  Home  Computer  Revolution,  and 
subsequent  writings  have  sung  a  Whitmanesque  song 
of  an  information  system  resembling  the  thought  processes  of 
the  creative  mind,  free  of  the  constraints  of  files  and  documents, 
as  fluid  as  thought  itself.  Needless  to  say,  things  have  not  gone 
the  way  he  had  hoped.  Considered  by  many  to  be  one  of  the 
most  influential  contrarians  in  the  history  of  the  information 
age,  he  is  often  compared  to  well-known  misfits.  George  Gilder 
has  called  him  "an  Old  Testament  Jeremiah  from  central  cast- 
ing." Nelson  sees  himself  as  a  literary  romantic,  like  a  Cyrano  de 
Bergerac,  or  "the  Orson  Welles  of  software." 

This  last  comparison  is  perhaps  the  most  apt.  Nelson,  whose 
dramatic  flair  sets  him  apart  from  most  of  his  contemporaries, 
was  to  the  cinematic  manner  born.  He  is  the  son  of  Ralph  Nel- 
son, who  directed  Lilies  of  the  Field,  among  other  films,  and 
Celeste  Holm,  an  actress  famous  for  playing  wry,  ironic  women 
in  such  hits  as  All  About  Eve  and  High  Society.  Nelson  named  his 
electronic  publishing  system  Xanadu,  which  just  happened  to  be 
Charles  Foster  Kane's  pleasure  palace  in  the  Orson  Welles  clas- 
sic Citizen  Kane.  And,  like  Kane's  echoing  bastion,  Nelson's  dream 
of  an  almost  infinitely  intertwined,  many-to-many  network  seems 
doomed  never  to  be  fulfilled. 

The  reason  Nelson's  hope  for  hypertext  has  become  the  cold 
fusion  of  the  information  age  may  be  as  much  cultural  as  tech- 
nological. Nelson  is  not  an  engineer;  instead,  he  came  into  the 
world  of  computers  from  the  forei  n  soil  of  the  humanities,  and 
he  bemoans  the  fact  that  engineei  have  taken  the  fluidity  and 
spontaneity  out  of  digital  inform:,  i  systems.  "I  want  to  put 
you  in  a  world  of  documents  that  -  .tp'etely  natural,"  he  pro- 
claims. He  went  to  Swarthmore  Co  .  a  small,  select  liberal 
arts  school,  where,  he  says,  he  "majors  ■       \  erything"  under  the 


alluringly  vague  umbrella  of  the  philosophy  of  social  sciences. 
Encouraged  by  a  professor  named  Michael  Scriven,  he  began 
to  study  systems  for  making  notes  and  organizing  them. 

His  ideas  have  always  been  more  literary  than  scientific.  In 
the  early  years  of  the  information  age,  Nelson  went  to  graduate 
school  at  Harvard  and  discovered  "everything  everyone  was  say- 
ing about  computers  was  a  lie.  It  was  up  to  me  to  design  the 
literature  of  the  future." 

For  all  its  mysterious  appeal,  Nelson's  new  lit  has  remained 
stubbornly  hypothetical.  Over  the  years  millions  of  dollars 
(including  $5  million  from  Autodesk)  have  been 
poured  into  Xanadu,  and  some  of  the  best  minds 
of  his  and  succeeding  generations  have  attempted 
and  failed  to  bring  it  to  life.  In  the  meantime,  Nelson 
has  cultivated  the  concept  of  HyperCoin,  which 
would  build  a  system  of  automatic  electronic  micro- 
payments  for  the  use  of  portions  of  documents  on 
the  Internet. 

For  many  disciples,  hope  for  the  humanistic  Xanadu  has 
faded — engineers,  not  artists,  rule.  Nelson's  conception  may  have 
been  the  elegant  alternative,  but  reality  bites.  All  the  attention 
now  is  devoted  to  the  question  of  how  to  make  the  Internet 
more  like  a  product,  not  more  like  Proust. 

Like  capital,  vision  goes  where  it's  treated  well.  A  t 
colleague  of  Nelson  in  Sapporo,  Japan,  created  a 
research  facility  (funded  by  a  Japanese  corporation) 
for  him,  fittingly  called  HyperLab,  and  he  contin- 
ues to  work  on  Xanadu  at  Keio  University  near 
Tokyo.  Not  everyone  sees  this  as  significant. 
Paul  Saffo,  an  old  friend  who  runs  the 
Institute  for  the  Future  in  Silicon  Valley, 
says,  "The  Japanese  like  to  collect 
wacky  people." 

But  there's  also  the  lesson  of  W. 
Edwards  Deming,  a  manufacturing 
quality  guru  ignored  by  Detroit  who 
went  to  Japan  after  World  War  II 
and  preached  his  gospel  to  Toyota 
and  others,  with  notable  results. 
If  Hitachi  or  Fujitsu  suddenly 
introduce  software  so  brilliant 
that  Microsoft  has  to 
scramble  to  catch  up,  Ted 
Nelson  will  have  to  be 
forgiven  for  saying, 
"I  told  you  so." 

— Owen  Edwards 


134     FORBES  ASAP     August  2  5.1  997 


Photography  by  R.  J.  Muna 


Forbes    Trinchera.  Ranch 


Bring  The  Level  Of  Your  Next 
Meeting  To  New  Heights. 


You  get  a  different  perspective  from  up 
here,  high  in  the  Southern  Rockies  of 
Colorado.You're  in  the  midst  of  250  magnifi- 
cent square  miles  known  as  Forbes  Trinchera- 
the  perfect  getaway  from  the  stresses  of  the 
corporate  world. 

Your  accommodations,  which  include  an 
experienced  professional  staff  of  fifty,  fit  per- 
fectly into  the  natural  setting  of  this  property. 

Here,  you're  surrounded  by  majestic  beau- 
ty. Lofty  peaks  scrape  the  blue  Colorado  sky- 
the  highest  reaching  14,345  feet. 

The  air  is  so  clear,  fresh  and  clean  that  you 
feel  invigorated,  revitalized  and  re-generated. 


You  will  accomplish  much  more  at  your  meet- 
ings. 

And  after  work,  there's  play.  More  than 
forty  miles  of  trout  filled  streams.  Miles  of 
trails  to  hike  on  and  discover.  Skeet  shooting. 
Horseback  riding.  And  you're  not  that  far 
from  a  challenging  golf  course. 

Let  our  altitude  give  your  next  meeting  a 
fresher  attitude.  If  you'd  like  a  closer  look,  call 
1-800-FORBES-5. 

Forbes  Trinchera  Ranch 

A  Forbes  Executive  Retreat 
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OWEN 


WHY  IS  EVERYTHING  SO  DAMN  COMPLICATED? 

EDWARDS 


In  A  recent  issue  of  this  magazine,  a  photographic  por- 
trait of  Ray  Kurzweil  by  Max  Aguilera-Hellweg  showed  the 
artificial  intelligence  visionary  in  the  server  room  of 
Kurzweil  Applied  Intelligence.  In  the  shadows  around  him 
lurk  stacks  of  computers,  monitors,  and  large,  ominous- 
looking  boxes.  From  the  ceiling,  like  jungle  vines,  hang  swags  of 
wires.  Even  taking  into  account  the  artistic  license  of  the 
photographer,  what  that  picture  reveals  is  a  reality 
never  hinted  at  in  ads  for  the  smooth,  super 
efficient  technology  ready  to  take  us  wherever 
we  want  to  go. 

The  truth  is,  we're  rapidly  approaching  a 
state  that  can  only  be  called  Moore's  Slaw, 
a  crazy  salad  of  mysterious  boxes,  wires,  PCs, 
peripherals,  jostling  monitors,  and  not- 
so-merry  Macs.  To  switch  metaphors  in  mid 
bit  stream,  the  piling  on  of  ever  more  com- 
plex systems  is  turning  the  orderly  Star- 
ship  Enterprise  into  a  Millennium  Falcon, 
patched  together  out  of  mismatched 
spare  parts. 

The  mess  is  everywhere.  Look  around 
your  office,  if  you  dare.  The  technology 
infrastructure  probably  looks  like  Rube  Gold- 
berg's worst  nightmare,  with  new  equipment 
elbowing  its  way  past  equipment  that  was 
new  just  a  year  or  so  ago  but  is  now 
hopelessly  out  of  date.  Sometimes  the 
problem  of  lebensraum  reaches 
crisis  stage;  the  New  York  Times  re- 
cently reported  that  stockbrokers  are 
now  so  dependent  on  computers,  mul- 
tiple monitors,  modems,  and  other  paraphernalia  necessary 
to  continuously  track  the  global  movement  of  money  that  they 
are  running  out  of  desk  space.  Many  of  us  are  in  similar 
situations,  with  printers,  scanners,  and  other  tools  now  essential 
to  our  jobs.  High  tech's  hegemonic  footprints  are  stamping  out 
our  workspace. 

The  problem  isn't  just  where  to  hide  all  the  hardware.  It's  how 
to  hide  from  the  software.  Most  basic  programs  already  do  all 
that  the  majority  of  users  require,  but  the  software  business 
can  thrive  only  if  people  are  cajoled  into  upgrading.  Inevitably, 
this  means  more  features  (most  of  them  as  unnecessary  as  the 
chrome  on  your  father's  Oldsmobile),  more  memory  required 
for  formerly  adequate  computers,  a  new,  ever-steeper  learning 


One  day  you're  happily  using  Microsoft  Word  5.1. 
The  next  day  you  discover  Mr.  Wizard  has  installed 
Word  6.0 — and  lots  more  of  what  you  don't  need. 


curve,  and  added  nooks  and  crannies  where  bugs  can  lurk.  The 
result  of  creating  the  illusion  of  newness  is  ever  more  com- 
plexity. Microsoft,  in  fact,  seems  addicted  to  complication,  and 
it's  not  unique.  As  technology  writer  John  Markoff  wrote  recently: 
"If  Microsoft  were  a  painter  putting  oil  to  canvas. ..1997  might 
well  be  remembered  as  the  inception  of  the  company's  baroque 
period."  And  we  are  left  to  wonder  which  of  those  plaster  angels 
that  decorate  Microsoft's  Internet  Explorer  are  going 
to  crash  down  on  our  heads. 

To  some  extent,  we  are  the  unwitting  agents 
of  our  own  confusion.  As  we  fill  our  work- 
spaces with  machines  most  of  us  cannot  pos- 
sibly understand  (and  don't  really  want  to), 
we  have  to  hire  specialists  to  maintain  them, 
to  save  us  from  paralysis  when  the  server 
refuses  to  serve  and  the  ISDN  line  clogs  up. 
These  specialists  like  to  stay  busy,  and  they 
are  self-justifying,  meaning  that  they're 
usually  enamored  of  systems  so  compli- 
cated that  only  they  can  understand  them. 
Bring  one  in  to  keep  chaos  at  bay,  and  he 
(it  usually  is  a  he)  will  obsessively  fix  what 
ain't  broken,  actually  bringing  chaos  closer. 
One  day  you're  happily  using  Microsoft 
Word  5.1,  a  perfectly  fine  program  you've 
worked  with  familiarly  for  a  couple  of 
years,  and  the  next  day  you  discover  Mr. 
Wizard  has  installed  the  rococo  Word 
6.0 — lots  more  of  what  you  don't 
need,  requiring  the  relearning  of  rou- 
tines you've  long  since  stopped  think- 
ing about.  Thus  the  ratio  of  produc- 
tive time  to  idiot  time  shifts  once  again,  in  the  wrong  direction. 

Ditto  the  Internet.  Maybe  it  will,  eventually,  make  my  life  bet- 
ter, but  I  don't  hold  out  any  hope  that  it  will  make  things  eas- 
ier. Just  getting  aboard  the  great  Utopian  train  to  everywhere 
necessitated  various  enhancements  of  my  computer  and  a  more 
powerful  modem  (i.e.,  three  visits  from  the  socially  maladroit 
teenager  who  helps  me  through  these  paradigm  shifts),  and  since 
then  countless  phone  calls  to  the  help  desk  at  my  Internet  access 
provider.  It's  a  lot  like  calling  the  post  office  to  try  to  track  a 
package;  the  only  difference  is  that  in  a  digital  dilemma,  the  per- 
son on  the  other  end  of  the  line  has  a  much  higher  I.Q.  than  you. 

If  my  vague  recollection  of  high  school  biology  is  correct, 
nature  tends  to  move  from  the  simple  to  the  complex.  I've  ►  138 
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EftlAf  A  RflC  137-4  always  taken  for  granted  this  was  a 
Clr  tfAKIrd  g°°d  thing,  that  the  ability  to  engage  in  even 
so  banal  an  act  as  humming  a  tune  from  Cats  puts  us  way  up 
the  Darwinistic  slope  from,  say,  cats.  But  after  seeing  several 
friends  made  miserable  by  a  particularly  formidable  flu  virus 
last  winter,  I'm  not  so  sure.  After  all,  the  virus  is  an  organism 
so  basic  it  makes  an  amoeba  seem  like  a  fascinating  dinner  com- 
panion, yet  it  can  make  earth's  most  evolved  creature  feel  like 
pond  scum.  The  lesson?  Complexity  isn't  everything.  In  the  end, 
viruses  could  be  the  last  ones  standing. 

More  to  the  point  for  the  technology  biz:  In  complexity  lurks 
vulnerability.  The  thrill  is  gone  for  all  the  people— the  vast  major- 
ity of  the  consumer  market — who  don't  want  to  waste  their  hours 
talking  to  snotty  computer  salesmen,  installing  software,  calling 
help  lines,  and  weeping  with  sheer  frustration  into  their  key- 
boards. Even  exalted  insiders  are  fed  up  with  how  difficult  infor- 
mation technology  is  becoming.  The  secretary  of  a  major  soft- 
ware company's  chairman  told  me  not  long  ago  that  her  boss 
is  having  trouble  receiving  his  email  in  Europe,  but  he 
won't  make  the  effort  necessary  to  solve  the  problem.  "He  just 
doesn't  have  the  patience  to  put  up  with  that  technical  stuff,"  she 
said.  Amen. 

Clearly,  the  time  has  come  for  a  radical  simplification.  Just  as 
the  Macintosh  leaped  past  the  fog  that  shrouded  personal  com- 
puters back  in  1984,  something  has  to  get  us  beyond  the  post- 
modern muddle  we  find  ourselves  in  today.  The  need  is  very 
much  in  the  air.  WebTV  Networks  hopes  it  has  the  magic;  though, 
despite  Microsoft's  $450  million  vote  of  confidence,  it  probably 
doesn't.  "Push"  technology  promises  to  save  us  from  the  mind- 
numbing  complications  of  surfing  and  searching,  but  probably 
won't.  Larry  Ellison  at  Oracle  preaches  the  gospel  of  the  simple 
box  that  brings  computing  power  home  without  the  hassles  of 
installed  software,  CD-ROM  ports,  and  so  on.  (Maybe  that's  what 
his  demure  flirtation  with  Apple  stockholders  was  all  about;  after 
all,  he's  going  to  need  somebody  to  build  the  box.)  In  Po  Bran- 
son's new  novel,  The  First  $20  Million  Is  Always  the  Hardest,  the 
fictional  protagonist's  company  is  in  a  desperate  race  to  produce 
just  such  a  machine.  Needless  to  say,  software  companies  are  not 
very  enthusiastic  about  the  idea,  since  increasing  complexity  is 
what  their  business  is  all  about. 

But  whatever  hero  arises  to  deliver  simplicity,  he  or  she  had 
better  do  it  soon.  The  great  simplifiers — printed  books,  the  heavy 
moldboard  plow,  the  Model  T  Ford,  to  name  a  few — have  also 
been  great  democratizers.  Or,  at  least,  great  redistributors  of 
wealth  and  power.  Information  technology,  with  the  personal 
computer  in  the  vanguard,  has  already  initiated  the  third  great 
revolution  in  human  productivity.  But  its  reach  still  encompasses 
little  more  than  an  elite  minority  of  the  populations  of  indus- 
trial countries.  Much  of  the  information  technology  business  has 
depended  on  optimistic  predictions  about  how  it  will  change 
lives.  Not  just  the  lives  of  a  relatively  few  technophiles  and  those, 
like  stockbrokers,  travel  agents,  and  writers,  who  can  use  its  tools 
to  make  more  money,  but  the  lives  of  most  Americans.  Trans- 
parency—that numinous  word — has  been  the  grail,  while  tech- 
nology's reality  has  grown  steadily  more  opaque.  We  have  now 
reached  the  point  where  the  industry  has  to  put  up  or  shut  up... or 
risk  bursting  the  opalescent  bubble  of  profitable  promise.  ■ 


QFTFIIO  140  -4  g>  »od  thing:  "Perfection  ...  is  achieved  i  inly 
ft  I  ElmV  by  institutions  on  the  point  of  collapse."  (Could 
he  have  been  referring  to  the  Six  Sigma  samurai  at  Motorola 
whose  pursuit  of  perfection  may  have  led  to  frittering  away  a 
once-mighty  innovative  edge?) 

•  How  much  control  should  an  account  exec  have?  ( 1 )  A  lot. 
(2)  A  little.  (3)  There  is  no  right/one-best-way/once-and-for- 
all  answer  to  this  difficult  question.  (4)  High-powered  account 
execs  provide  syrup-smooth  client  relations  at  the  expense  of 
(messy)  innovation.  Low-powered  account  honchos  invite  some 
short-term  (potentially  dangerous)  client  scowls  in  return  for 
(messy)  innovation.  (5)  So... do  it  one  way  for  a  while.  Then  flip- 
flop.  (Welcome  to  the  totally  unresolvable  centralization/uni- 
formity versus  decentralization/innovation  paradox.) 

•  How  do  we  bring  the  schools  along?  ( 1 )  Decertify  all  teach- 
ers' unions.  (2)  Leap  off  the  standardization  bandwagon.  (3) 
Remember  (almost  no  one  does)  that  schools  are  meant  to 
enhance  curiosity...  not  slake  it.  (Rote  =  Rot.)  (4)  Embrace  the 
wildest  and  woolliest  experiments  in  distance  learning  for  the 
over- 18  set.  (5)  Realize  that  there  is  a  fundamental  revolution  in 
cognitive  processing  going  on. ..brought  to  us  by  the  Nintendo/ 
Sega  (not  Sesame  Street)  generation:  Don't  trust  educational 
solutions  proposed  by  anyone  over  the  age  of  12.  And  the  (very) 
young  shall  lead  us... 

•  Whaddabout  the  "yawning  wage  gap"?  ( 1 )  It's  serious,  folks. 
(2)  The  rising  tide  (it  is  rising!)  does  lift  all  boats... eventually. 
The  problem  is  the  lag  effect  (the  hobgoblin  of  98%  of  economic 
theorizing/thinking).  Brave-new-empowerment  +  democracy- 
for-all-via-IS/IT  (a  la  my  pal  Gilder)  is  utter  B.S.;  we  may/will 
get  there  (fine,  George),  but  the  mess  along  the  way  could  kill  us 
all. ..literally.  (3)  READ  YOUR  HISTORY  BOOKS.  (And  weep.) 

•Whaddabout  Deep  Blue  and  the  future  of  humanity?  (1) 
Humans  invented  the  damn  thing.  (2)  White  guys  and  com- 
puters-invented-by-white-guys-and-Asian-guys  can't  jump.  (3) 
So,  don't  sweat  it.  There  are  more  important  things  in  life. ..like 
what  restaurant  to  go  to  tomorrow  night. 

•  What  is  the  No.  1  management  challenge  in  the  IS/IT  age? 
(1)  Oh,  come  on.  (2)  It's  the  people,  stupid.  P-E-O-P-L-E  I-S- 
S-U-E-S,  A-L-W-A-Y-S.  (3)  The  magic  of  Silicon  Valley  is  not 
bits  and  bytes.  It's  people.  Madmen.  Madwomen.  Monomaniacs 
with  missions  (to  steal  from  Peter  Drucker).  Silicon  Valley., 
famed  for  machines  that  dream  only  about  ones  and  zeros  (albeit 
very  quickly)  ...is...  mostly.. .home  to  an  unfair  share  of  deranged, 
irrational  human  beings  who -believe  in  their  heart  of  hearts  that 
they  (alone!)  can  create  the  Next  Big  Thing. 

•  Why  don't  you  write  more  about  IS/IT?  (1)  It's  the  people, 
stupid.  (See  above.)  (2)  Good  God,  we  need  some  leavening  after 
the  Gilder  pieces.  (3)  I  am  the  hired  softy — ask  the  editor.  (4) 
To  (urgently)  remind  you  that  while  everything  is  different... it's 
also  mostly  the  same.  It  is  the  conceit  of  every  age  to  believe  that 
"things  were  simple"  until  now,  i.e.,  how  does  the  mad  IS/IT  age 
stack  up  with  (a)  World  War  I  (b)  the  Great  Depression  (c)  World 
War  II  +  Holocaust  (d)  B-52s  loaded  with  nukes?  Look  up  from 
your  laptop  and  examine  the  basic  human  bullshit  associated 
with  Rwanda,  Bosnia,  Russia. ..and  then  tell  me  again  how  impor- 
tant the  next  (lousy)  Web  crawler's  differentness  from  the  last 
(lousy)  Web  crawler  is.  ■ 


1  38    F0RBES  ASAP     August  25,  1997 


TERNET  DIRECTORY 


Visit  the  Internet  site  of  the  following  companies  whose 
advertisements  appear  in  this  FORBES  ASAP. 


American  Airlines 

AAcess  via  the  Web 
www.americanair.com 

American  Power  Conversion 

www.apcc.com 

ANS 

http:/ /lookinto.ans.net 

AT  &  T  Business  Markets 
Division 

www.att.com/business 

BOM  International,  Inc. 

www.bdm.com 

Cadence  Design  Systems,  Inc. 

www.cadence.com 

Charles  Schwab  &  Co.,  Inc. 

www.schwab.com 

Computer  Discount 
Warehouse 

www.cdw.com 

COMSAT  World  Systems 

www.comsat.com 

Connext 

www.connext.com 

Control  Data  Systems 

www.cdc.com 
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www.etrade.com 

www.roadway.com 
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www.exabyte.com 

www.surfindonesia.com/sal- 

Georgia-Pacific  Papers 

imgroup/ 

www.gp.com 

San  Jose  Mercury  News 

Hewlett-Packard 

www.mercurycenter.com 

www.hp.com 

SAP  America,  Inc. 

Hitachi  PC 

www.sap.com 

www.HitachiPC.com 

Sony  Electronics,  Inc. 

lntellectualCapital.com 

www.sony.com-freedom 

www.intellectualcapital.com 

Source,  Inc. 

Iomega 

www.source.com 

www.iomega.com 

Tandy  Corporation 

Minolta  Peripheral  Products 

www.tandy.com 

www.Minoltaprinters.com 

TCG  -  Teleport 

NCR 

Communications  Group 

www.tcg.com 

www.ncr.com 

NORTEL  Enterprise  Networks 
-  Northern  Telecom 

Tivoli 

www.tivoli.com 

www.nortel.com/ networks 

Toshiba  Computer  Systems 

PeopleSoft 

www.peoplesoft.com 

Division 

http://computers.toshiba.com 

QAD  Inc. 

www.qad.com 

TOM 


THE  QUESTION  (AND  ANSWER)  MAN 

PETERS 


Who  will  win  the  Internet?  Nobody  has 
a  clue.  Don't  trust  people  who  say  they  have  a 
clue.  Winners  will  experiment  wildly. 


I give  seminars.  People  ask  questions.  The  same  questions. 
Over  and  over.  To  wit: 
•  How  do  I  (the  boss)  steer  my  way  through  a  necessary 
downsizing?  (1)  Don't  call  it  "reengineering."  (2)  Never  call 
it  "right-sizing."  (3)  Tell  the  truth... people  can  handle  a  lot 
of  shit  ...but  bridle  mightily  (and  rightfully)  at  bullshit.  Hint  about 
truth  telling:  Sins  of  omission  are  worse  than  sins  of  commission. 

•  How  do  I  (the  employee)  end  up  on  top  after  a  "downsiz- 
ing exercise"?  (1)  You  should  never've  believed  the  bastards  in 
the  first  place  when  they  told  you  it  was  a  job  for  life! 
(2)  You  have  only  one  No.  1  responsibility  today 
(to  yourself  +  family):  Make  sure. ..by  hook  or  by 
crook. ..that  your  resume  is  getting  noticeably/measur- 
ably  better... every  180  days.  LIVE  FOR  RESUME 
ENHANCEMENT!  (3)  Work 
equally  on  hard  (e.g.,  tech- 
nical) and  soft  (e.g.,  people/ 
networking)  skills.  While  get- 
ting technically  better  is  a 
must... it's  your  human  net- 
work (depth  +  breadth)  that 
will  save  you  when  the  yogurt  hits  the  fan.  (It  will.) 

•  Will  Microsoft  own  the  world?  (1)  No.  (2)  Get  a  life.  (3) 
Entrepreneurial  opportunities  (READ  THIS  MAGAZINE,  ESPE- 
CIALLY GILDER)  have  never  been  greater.  (4)  The  information 
systems/information  technology  (IS/IT)  industry  has  at  least  half 
a  dozen  fundamental  reinventions  left  before  it  becomes  any- 
thing like  "normal." 

•  Is  consolidation  (e.g.,  Columbia/HCA  in  health  care) 
inevitable?  (1)  Yes.  (2)  No.  (3)  Every  industry  has  waves  of  con- 
solidation ...  followed  by  new  waves  of  entrepreneurial  zeal,  when 
the  Somnolent  Consolidated  Giants  (e.g.,  IBM  in  1980,  Columbia/ 
HCA  in  1999)  turn  stale  and  get  nailed.  (It's  funny.  Unless  you 
live  there.) 

•  How  do  you  stand  out  from  the  herd  in  an  increasingly 
crowded  look-alike  market?  (1)  Brand  the  bejeezus  out  of  your 
"it"!  (2)  Brand  the  bejeezus  out  of  your  "it"!  (3)  Study  Intel  (as 
in  "Intel  Inside"),  Starbucks  (50-cent  coffee  for  $1),  Nike  ($10 
shoes  for  $140),  AOL,  MCI,  CNN...  Martha  Stewart  (!!).  (4)  Brand- 
ing is  for  techies  (9  out  of  9.001  don't  get  it). 

•  How  do  you  find  great  talent  in  an  ever-tighter  labor  mar- 
ket? (1)  Quit  hiring  from  the  same  damn  schools  everyone  else 
is  hiring  from.  (2)  Stop  being  so  certificate-happy.  (3)  Pan  for 
oddball  talent... credentials-short  and  intriguing-achievements- 
iong.  (4)  Play  the  role  of  a  general  manager  of  an  NBA  franchise 


(i.e.,  most  companies  don't  treat  recruitment  and  development 
as  the  No.  1  job... the  way  a  pro  sports  franchise  or  a  professional 
service  company  does). 

•  Who  will  win  on  the  Internet?  (1)  Nobody  has  a  clue.  (2) 
Don't  trust  people  who  say  they  have  a  clue.  (3)  Winners  will 
stop  looking  for  "perfect"  answers...  and  experiment  wildly/ 
boldly.  (PS.  for  a  small  company  this  can  be  done  on  the  cheap.) 
(4)  It's  a  stupid  question:  The  Internet  phenomenon  writ  large 
will  redefine  every  industry  (and  the  definition  of  every  "indus- 
try") and  every  internal  working  relationship... and 
knowledge  itself.  The  Internet  (or  its  99th  derivative. ..10 
years  from  now)  is  life;  1998  Internet  sales  figures  are 
predictive  of  nothing. 

•  Asia.  Asia.  Asia.  Must  we  always  talk  about  Asia? 
(1)  Yes. 

•  Will  the  supply  of  man- 
agement fads  ever  end?  (1) 
No.  (2)  There's  a  reason  for 
those  fads  and  the  prolifer- 
ation thereof:  See  Bob  Dylan 
(times  they  are  a-changin'). 
(3)  The  fact  that  you  do  a  half-assed  job  implementing  reengi- 
neering (and  hire  a  quarter-assed  consultant  to  help  you)  doesn't 
mean  that  reengineering  isn't  a  profoundly  important  idea. 
(It  is.)  So  too,  quality,  speed,  etc. 

•  Doesn't  Wall  Street's  short-termism  choke  off  innovation? 
(1)  Gee,  I  hadn't  noticed.  I  thought  America  was  the  most  inno- 
vative country  in  the  world.  (2)  It's  those  incestuous  keiretsu 
(Japan)  and  cozy  banker  (Germany)  relationships  that  stifle  inno- 
vation... along  with  hapless  U.S.  boards  of  directors  pre-Boone 
Pickens,  Michael  Milken,  CalPERS,  etc.  (3)  I'm  sorry,  CEO,  but 
that  26-year-old,  wet-behind-the-ears  securities  analyst  probably 
does  have  a  better  idea  of  what's  ailing  your  firm  than  you  do. 

•Can  computerization  go  too  far?  (1)  No.  (2)  Yes.  (3)  No: 
IS/IT  should  not  be  (contrary  to  conventional — new  conven- 
tional— wisdom)  beholden  to  the  division  general  managers.  It 
should  not  get  too  "bottom-line  oriented."  These  are  crazy  times. 
They  call  for  crazy  solutions/experiments.  Especially  from  IS/IT. 
(Most  of  said  solutions/experiments  will  fail. ..see  Forbes  ASAP, 
June  2,  1997).  (4)  Yes:  Hopelessly  complex/one-best-way/lock- 
you-into-SAP-flavor  solutions  will  doubtlessly  lead  to  grief.  Grief 
in  IS/IT  =  Inflexibility  =  Inability  (real  or  political)  to  undo 
the  damage  of  the  "perfect"  system. 

•  Can  the  pursuit  of  quality  go  too  far?  (1)  Of  course.  (2) 
C.  Northcote  Parkinson  describes  too  much  of  a  (very)  ►  J38 
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In  times  that  are  changing  ever  faster, 
we  need  things  which  preserve  the  moment. 

Meisterstiick  Reserve  de  Marche. 
From  the  Meisterstiick  Watch  Collection. 


THE  ART  OF  WRITING  YOUR  LIFE 

W5  MADISON  AVE   NEW  YORK  NY  •  COPLEY  PLACE,  BOSTON,  MA  •  THE  MALL  AT  SHORT  HILLS,  SHORT  HILLS,  NJ 
SOUTH  COAST  PLAZA  COSTA  MESA  CA  .  .20  GRANT  AVE  ,  SAN  FRANCISCO,  CA  .  ROOSEVELT  FIELD,  GARDEN  CITY,  NY  .  SOMERSET  COLLECTION,  TROY  Ml 
SOU  ALAMOANA  CENTER  HONOLULU,  HI  •  900  NORTH  MICHIGAN  AVE  ,  CHICAGO,  IL  •  1 5 1  BLOOR  ST  WEST,  TORONTO 

LENOX  SQUARE,  ATLANTA,  GA  •  WESTLAKE  CENTER,  SEATTLE,  WA  •  1054  ASHFORD  AVENUE.  SAN  JUAN.  PR 

1-800-388-4810 


Schwabs  advice  to  investors 


If  You  Don't  Have 
A  Strategy  For  Retirement, 
Consider  This  A  Wake-up  Call. 


Investing  for  retirement  is  the 
most  important  investing  you  may 
ever  do.  How  do  you  go  about  it? 

We  at  Charles  Schwab  believe 
the  best  way  is  to  develop  a 
well-conceived  investment 
strategy  that  takes  into 
account  your  time  horizon, 
investment  objectives  and 
tolerance  for  risk. 

If  you're 
years  away 
from  retire- 
ment, you  may  want  to  invest 
in  equities.  No  other  form  of 
investment  has  matched  their  per- 
formance over  the  past  70  years*. 

If  you're  closer  to  your  retire- 
ment, you  may  want  to  pursue 
a  more  conservative  strategy. 
Bonds  and  bond  funds  typically 
deliver  consistent  income  with- 
out the  volatility  that  often 
characterizes  equities. 


small    company  retire- 
ment plans.  If  you  don't 
want  to 


If  you  aren't  paying  attention  to  your 
retirement  accounts  now,  it  could  all 
seem  like  a  bad  dream  later  on. 


(No  one  can  guarantee  that 
by  actively  managing  your 
retirement  investments,  you're 
going  to  produce  great  results.) 

Our  commitment 
to  your  retirement. 

Charles  Schwab  offers  a  host 
of  retirement  options,  including 
401(k)  services  and  a  variety  of 


According  to  Charles  R.  Schwab, 
adopting  a  productive  strategy  is  the 
best  way  to  manage  your  investments. 


even  connect  you  with 
professional  investment 
managers  through  Schwab 
AdvisorSource™ 

Bottom  line?  If  you  want 
to  be  better  prepared  for 
retirement,  it's  time  to  wake  up 
to  the  possibilities. 


A  Valuable  Guide 
To  Retirement 
Investing: 
Yours  Free. 


For  a  free  copy  of 

Schwab's  Personal  Guide  to  Retirement 

Planning,  call  our  toll-free  number: 

1-800-540-6713 


Past  performance  is  no  guarantee  of  future  results.  'Source:  Sloiks,  Bonds,  Bills  ana1  Inflation,  1995  Ycarlvolt'"  Ibbotson  Associates,  Chicago. 
©1997  Charles  Schwab  &  Co.,  Inc.  All  nghts  reserved.  Member  SIPC/NYSE.  (9/97) 
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The  Way  It  Should  Be. 


Here  at  Gateway  2000  Major 
1  Accounts,  Inc.  we  have  a  rather 
unique  response  to  most  questions.  We  get  up 
and  find  the  answer. 

See,  when  you  call  us,  we  will  assign  a  dedicated 
team  to  work  for  your  business.  By  forming  what 
we  hope  becomes  a  long-lasting  relationship,  we're 
better  able  to  custom-design  solutions  that  are 
right  for  you.  Even  if  that  means  adapting  to 
your  way  of  working.  We'll  start  f^!5 
by  getting  to  know  your  day-to- 
day operations.  Whatever  you 


need  —  be  it  special  applications,  training  soft- 
ware or  specific  hardware  —  we'll  make  sure  it 
gets  built  into  your  new  Gateway  systems  before 
delivery.  Not  after. 

Should  you  have  any  questions  along  the  way 
you  can  call  the  members  of  your  team  directly. 
By  eliminating  layers,  we  can  ensure  information 
won't  degenerate  through  a  bad  version  of  the 
"telephone"  game.  Sure,  sometimes  it  means  we've 
gotta  walk  down  the  hall  to  make  sure 
things  happen.  But  we  don't  mind. 
We  enjoy  the  exercise. 


Gateway  E-Series®  desktops  and  Solo®  Portables  feature  Intel®  Pentium®  processors. 

Gateway  2000  can  custom  build  a  line  of  desktop,  portable  and  presentation  systems  for  your  enterprise. 

Prices  starting  at  s979.* 


©  1997  Camay  2000,  inc.  GATEWAY  2000,  black-and-white  spot  design,  'G"  logo  and  "You've  got  a  friend  in  the  business"  slogan,  CrysialScan  and  TelePalh  are  registered  trademarks  and  Gattway  and  Gateway  Cold  are  trademarks  of  Gateway  20C 
tympanies.  All  prices  and  configurations  are  subject  to  change  wttkoui        or  obligation  '  Prices  do  not  include  monitor,  skipping  or  applicable  sales  tax  Many  Gateway  2000  products  are  custom  engineered  to  Gateway  2000  specifications,  wkick  mayvar 


GATEW&2000 


"  YOU'VE  GOT  A  FRIEND  IN  THE  BUSINESS®" 
•    • 

CALL  1-888*888*0795  www.gateway.com/majoract/majoract.htm 


j>go,  Intel  and  Pentium  are  registered  trademarks,  and  MMX  is  a  trademark'  of  Intel  Corporation.  All  ether  brands  and  product  names  are  trademarks  or  registered  trademarks  of  their  respective 
of  the  software  and/or  hardware  in  functionality,  performance  or  compatibility.  Gateway  1000  Major  Accounts,  Inc.,  is  a  wholly  owned  subsidiary  of  Gateway  ZOOO,  Inc. 
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We're  climbing  to  new  heights  c  i 


Additives 

Consumer  Care 

Performance 
Polymers 

Pigments 

Textile  Dyes 
Ciba  Specialty  Cht 


Every  day  we  transform  products  and 
substances  into  thousands  of  applications 
worldwide.  Now  we've  transformed 
ourselves  into  an  exciting  new  breed  of 
company.  Like  every  natural  evolution  it 
has  happened  with  good  reason. 


Ciba  Specialty  Chemicals  has  develope 
to  anticipate  and  meet  customers'  changii 
needs,  now  and  into  the  next  century. 
We  are  already  generating  sales  in  117  glol 
markets,  but  we're  looking  even  further 
afield.  Our  new  company  is  flexible, 


i  novation 


;ile  and  quick  to  react.  By  specialising 
i  five  key  areas  of  expertise,  we  will 
instantly  deliver  the  brightest  solutions 
i  every  fresh  challenge.  We're  investing 
ore  and  more  in  research  and 
'velopment  so  expect  to  see  ever  greater 


heights  of  innovation  wherever  you 
see  the  sign  of  the  butterfly.  For  more 
information  on  the  company  that's 
transforming  the  specialty  chemical 
sector,  fax  +  1  914  785  2211  or  visit  our 
Website  at  http://www.cibasc.com 
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Asiana  Airlines 

The  Jewel  of  Asia. 


Tou  may  not  find  yourself  giggling  like  a  little  child.  But  we  will  make  every 
effort  to  treat  you  in  a  way  that  makes  you  feel  on  top  of  the  world. 
Introducing  Sleeper  First  Class  and  Premier  Business  Class.  Both  offer 
amenities  and  service  that  are  truly  special.  We  also  offer  the  youngest,  most 
modem  fleet  in  the  air.*  Every  one  of  our  flights  is  non-smoking.  And  our 
generous  Frequent  Flyer  Program  is  affiliated  with  Northwest  Airlines.  So  put 
yourself  in  our  hands  and  you  won't  be  just  travelling.  You'll  be  flying.  Again. 


NEY  •  CAIRNS  •  CHANGCHUN   •   GUANGZHOU  •  BEIJING  •  SHANGHAI  •  MACAU   •  MANILA   •  SINGAPORE 
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Josh  McHugh 


Cypherpunks  versus  Big  Daddy 

How  do  you  encode  a  document  so 
that  not  even  the  National  Security 
Agency  can  crack  your  code?  Josh 
McHugh  of  our  Silicon  Valley  bureau 
set  off  in  search  of  the  answer.  But 
first-class  reporters  don't  just  bring 
back  the  story  they  are  sent  after;  they 
often  return  with  something  bigger. 
McHugh  ended  up  with  a  story  about 
politics,  not  number  theory.  He 
explains:  "It  soon  dawned  on  me  that 
a  lot  of  expert  cryptographers  have  a 
libertarian  streak.  They  have  a  fear  and 
distrust  of  authority.  And  mathemat- 
ics gives  them  a  powerful  tool  to  use 
against  authority.  In  talking  with 
them,  what  starts  as  an  explanation  of 

arcane  mathematics  can  quickly  become  a  heated  political 
discussion." 

Will  the  silicon  revolution  be  political  as  well  as  technological? 
Read  McHugh's  "Politics  for  the  really  cool,"  starting  on  page  172. 

Brother,  can  you  spare  a  testimonial  dinner? 

Gretchen  Morgenson  explains  why  the  tax  laws  keep  getting 
more  convoluted.  She  also  explains  why  Washington  lobbyists  now 
play  a  defensive  game  as  well  as  an  offensive  one.  If  you  already  have 
a  low  opinion  of  Congress,  her  article  "Look  who's  running  a  pro- 
tection racket,"  on  page  44,  will  do  nothing  to  raise  it. 

Tndian  getters 

Bill  Flanagan  visited  the  Pequot  reservation  in  Connecticut  to 
learn  why  a  law  intended  to  improve  the  lot  of  American  Indians 
succeeded  only  in  making  a  handful  of  people  very  rich.  "The  new 
buffalo — but  who  got  the  meat?"  starts  on  page  148.  It's  com- 
pelling reading. 


Hunting 
the  great 
white  whale 

Julie  Pitta's  "Bill  Gates  and  the 
Billophobes"  describes  the  founder  of 
Microsoft  as  the  great  white  whale  in 
a  Silicon  Valley  full  of  Captain  Ahabs. 
In  Herman  Melville's  saga  the  one- 
legged  seafarer  finally  sank  his  har- 
poon into  Moby-Dick,  but  remem- 
ber what  happened  to  the  old  gent. 
Page  186. 


Julie  Pitta 


3- 

Editor 
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Power  Tool. 


The  more  your  employees  travel,  the 
more  you  need  the  Air  Travel  Card.  It 
gives  you  the  power  to  control  costs  and 
manage  your  travel  expenses.  It  also 
plugs  you  into  direct,  centralized  billing 
that  can  be  customized  to  work  with  your 
internal  system,  which  saves  you  money 
and  time  during  reconciliation.  And  with 
no  annual  fees  or  per  card  charges,  and 
no-cost  automatic  travel  insurance,  it 
also  gives  you  the  power  to  cut  costs. 
To  find  out  more  about  The  Ultimate 
Corporate  Payment  System ?M  call  us  today. 

•  All  you  need  to  know. 

1-800-222-4688  or  202-626-4225 
http://air-travel-card.com 
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Love  that  bear  suit 

Four  years  ago  Morgan  Stanley's 
chief  investment  officer,  Barton 
Biggs,  advised  clients  to  sell  U.S. 
stocks  and  place  almost  half  of  their 
portfolios  in  foreign  equities  (July  19, 
1993).  Overseas  stocks  were  cheap, 
he  argued,  and  the  U.S.  market  was 
due  for  a  fall.  He  predicted  the  S&P 
500,  then  at  443,  would  drop  20% 
to  35%. 

The  s&P  500  is  now  at  926.  A  dis- 
aster for  Biggs?  Not  necessarily.  A 
reasonable  proxy  for  his  strategy,  the 
$1  billion  asset  allocation  account 
that  Morgan  runs  for  GTE,  rose  111% 
during  the  same  four-year  period, 
beating  the  s&P  500's  109%  gain. 
Says  Biggs:  "Risk-adjusted,  I  was 
wrong  to  be  negative  on  the 
U.S.,  but  we  did 
better  because 
European  and 
emerging  mar- 
kets in  places 
like  China  and 
Russia  did  better 
than  the  U.S." 

Our  1993  cover 
illustration  showed 
Biggs  dressed  in 
bearskin.  He  still 
thinks  the  hunting  is 
better  overseas,  predicting  a  decline 
of  20%  to  30%— "God  knows 
when" — in  U.S.  stocks,  and  recom- 
mends keeping  only  20%  in  domestic 
equities.  He  still  likes  China  and 
India,  advising  a  5%  stock  allocation 
in  each.  -Dolly  Setton 


Third  time's  a  charm 

Early  last  year  a  lot  of  people 
thought  oil  and  railroad  baron  Philip 
Anschutz  was  crazy  for  wanting  to 
build  a  nearly  $2  billion  nationwide 
fiber-optic  network.  Go  against 
at&t,  mci,  Sprint  and  WorldCom? 
The  man  must  be  nuts.  But 
Forbes  knew  better  than  to 
bet  against  the  Denver 
billionaire,  writing: 
"When  folks  say 
Anschutz  is  crazy, 
he's  usually  on  the 
verge  of  making  a 
killing"  {Feb.  26, 
1996). 
Now  the  naysay- 


Philip  Anschutz 

A  contrarian  bet  on 

telecom  pays  off. 


ers  are  making 
themselves 
scarce.  Since 
going  public  at 
$22  a  share  in 
late  June,  stock 
of  Qwest,  his 
fiber-optic  net- 
work company, 
has  climbed 
53%  to  $33.69. 
That  makes 
Anschutz's 
84.8%  stake 
worth  $2.9  bil- 
lion. His 
investment: 
$55  million. 

A  lot  of  fresh  fiber  capacity  will 
have  hit  the  market  by  late  next  year, 
when  Qwest  expects  to  complete  its 
pipeline.   But   David  Goodtree, 
director  of  telecom  strategies  at 
Forrester  Research,  thinks  demand 
will  outstrip  supply  as  high- band- 
width Internet  and  multimedia 
applications     become  more 
widespread. 

Qwest  earned  $31  million 
(excluding  a  second-quarter 
$52  million  charge)  on  rev- 
enues of  $301  million  for  the  six 
months  ended  June  30. 

Forbes  bet  on  the  man,  and  our 
bet  wasn't  misplaced. 

Russian  update 

Russian  factories  grind  out  the 
world's  worst  cars,  but  Russian  con- 
sumers crave  wheels.  "The  potential  is 
there,  but  the  Russian  auto  industry 
badly  needs  foreign  capital  and  know- 
how,"  we  reported  (Aug.  26,  1996). 

The  foreigners  are  on  their  way.  In 
May,  Avtovaz,  maker  of  the  notori- 
ously clunky  Lada  car,  inked  a  $62 
million  joint  venture  with  GM  and 
two  other  companies  to  assemble 
Opel  Astra  cars  for  the  domestic  mar- 
ket. Another  carmaker, 
gaz,  is  said  to  be 
close  to  linking 
up  with  a  for- 
eign partner. 

Meanwhile, 
Russian  auto 
shares  are  hum- 
ming. Avtovaz's 
stock  has  shot  up 
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Who  supplies  the  energy  that's  good  for  industry, good 
for  the  economy  and  good  for  the  environment? 

New  efficient  elecfric  technologies  use  less  energy.  Which  gives  American  business 
and  industry  a  big  competitive  edge.  And  which  helps  us  all  breathe  a  little  easier. 

AMERICA'S  ELECTRIC  UTILITY  COMPANIES 

The  power  to  make  life  better. 

©  1997,  by  the  Edison  Electric  Institute.  All  rights  reserved. 


AUSTRIA 


CHRYSLERS 


•  ..For  Chrysler  the  crucial  factors  to  decide  on  Austria  as  the  production  site 
for  the  Chrysler  Voyager  and  the  Jeep®  Grand  Cherokee  are:  the  high 
standards  of  education,  the  excellent  infrastructure  and  the  proximity  to 
growing  markets  in  Eastern  Europe  together  with  membership  in  the 
European  Union.  The  number  of  units  manufactured  has  increased  every 
year  and  today  Austria  is  truly  Chrysler's  EUROSTAR." 

Gaiy  Cash, 
EUROSTAR 


Austria  offers  a  wide  variety  of  EUROpportunities  that  provide  your  company 
with  competitive  advantages.  Whether  office,  commercial  or  industrial  - 
your  business  will  benefit  in  Austria.  We  shall  be  pleased  to  advise  you. 


AUSTRIA 

EUROpportunitv 


650%  over  the  past  12  months.  The 
stock  of  GAZ  and  sport-utility  vehicle 
maker  UAZ  have  nearly  quadrupled  in 
value,  outpacing  the  Russian  market's 
185%  climb.  Expect  more  joint  ven- 
tures and  rising  demand  to  continue 
fueling  this  fast-developing  market. 

-Shailaja  Neelakantan 

Testosterone  deal 

Bemoaning  the  high  stock  prices 
of  banks  he  wanted  to  buy,  First 
Union  Corp.  Chairman  Edward 
Crutchfield  Jr.  vowed  to  Forbes  that 
he'd  sit  on  the  sidelines  in  Charlotte, 
N.C.  (Dec.  5, 1994). 

That's  a  commitment  he  probably 
wishes  he  had  never  made.  Bank 
stocks  just  kept  rising,  and  crosstown 
rival  NationsBank  Chairman  Hugh 
McColl  Jr.  kept  on  buying — some 


First  Union  Chairman  Ed  Crutchfield  Jr. 


Did  he  overpay  for  Signet? 

$45  billion  worth  of  banks  within  12 
months.  When  McColl  started  sniff- 
ing around  Richmond,  Va. -based 
Signet  Banking  Corp.  last  year, 
Crutchfield  decided  to  ignore  the 
lofty  market  and  go  after  it.  First 
Union  wound  up  paying  $3.25  bil- 
lion in  stock  for  Signet.  At  a  split- 
adjusted  $53.59  a  share,  the  acquisi- 
tion price  compares  with  the  $14.69 
per  share  the  stock  was  fetching  when 
Crutchfield  thought  bank  stocks  were 
too  expensive. 

Crutchfield  hopes  to  justify  the 
high  price  by  chopping  50%  of 
Signet's  overhead  costs.  There's  a 
moral  to  the  story,  if  stories  like  this 
can  be  said  to  have  morals:  When  a 
competitor  is  doing  something  you 
think  is  stupid,  you  better  make  sure 
he's  not  smarter  than  you  are. 

-Julie  Androshick  h 
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PRESIDENT  CLINTON  INCREASED 
YOUR  $600,000  EXEMPTION 
TO  $1  MILLION. 

BARRY  KAYE  CAN  EFFECTIVELY 
INCREASE  IT  UP  TO  $20  MILLION! 


WHAT  CLINTON  INCREASED  BY 
$400,000  BARRY  KAYE'S 
INVESTMENT  ALTERNATIVE 
METHOD  CAN  INCREASE  UP 
TO  20  TIMES. 

The  new  Balanced  Budget  tax  bill  President 
Clinton  signed  into  law  increases  your  Gift 
and  Estate  Tax  Exemptions  from  $600 
thousand  each  to  $1  million  each  and,  for 
married  couples,  from  $1.2  million  to  $2 
million,  over  9  years.  By  using  your 
exemptions  during  your  lifetime  to  purchase 
life  insurance,  you  can  increase  their  value 
up  to  ten  times  income  and  estate  tax  free. 
Why  settle  for  leaving  your  heirs  a 
combined  $2  million  tax  free  when  you 
could  leave  them  up  to  $20  million  tax  free? 

COMPLEX  ESTATE  PLANS 
AREN'T  NECESSARY  IF  YOU'VE 
INCREASED  YOUR  EXEMPTIONS 
BEYOND  YOUR  ASSETS. 

If  you  use  an  Investment  Alternative 
technique  to  increase  the  $2  million  up  to 
$20  million,  that  $20  million  will  cover  the 
entire  tax  cost  on  the  first  $40  million  of 
your  estate.  Why  pay  no  taxes  on  $2 
million  when  you  can  effectively  pay  no 
tax  on  up  to  $40  million? 

THIS  IS  NOT  TAX  EVASION  OR 
LEGAL  AVOIDANCE. 

Using  Barry  Kaye's  techniques,  the 
government  still  gets  every  dime  it  is  due. 


Barry  Kaye,  best-selling  author  of 
Save  A  Fortune  On  Your  Estate 
Taxes,  Die  Rich  And  Tax  Free 
and  Live  Rich. 


The  Investment  Alternative  plans  go  to  the 
bottom  line  of  estate  planning  and  the 
insurance  company  effectively  pays  the 
estate  taxes  for  you.  The  government  gets  its 
taxes,  but  at  a  cost  of  as  little  as  ten  cents  on 
the  dollar! 

THIS  IS  NOW  THE  LAW 

The  new  budget  bill  is  now  law,  so  you  can 
begin  taking  advantage  of  these  optimizing 
techniques  immediately.  You'll  never  be 
younger  or  healthier  than  you  are  right  now. 
Do  it  before  you  get  sick  or  die! 


Using  Life  Insurance 
You  Can  Effectively 

Increase  Your 
Exemptions  Many 
Times  Over 


AGE  80t 
Effectively 
Exempts 

AGE  70t 
Effectively 
Exempts 

AGE  60t 
Effectively 
Exempts 

$800,000 

Combined 
Exemption 
Increase 

$18 
Million 

$8 
Million 

$16 
Million 

$2  Million 

Combined 

Total 
Exemptions 

$12 
Million 

$20 
Million 

$40 
Million 

*For  a  married  couple.  Figures  based  on  individual  exemptions  would  be  half, 
utilizing  a  last-to-die,  survivorship  policy  for  combined  ages  as  indicated. 


fBased  on  current  assumptions  and 


Read  All  About  It  In  Barry 
Kaye's  Revolutionary  Book, 
The  Investment  Alternative. 


Barry  Kaye's  bottom-line  methods 
will  change  everything  you  thought 
you  knew  about  diversifying  and 
preserving  your  estate: 

■  35  Concepts  for  Estate  Tax 
Cost  Discounting  and 
Optimizing  Your  Assets 

■  The  Real  Truth  About 
Jacqueline  Kennedy  Onassis' 
Estate  Planning  Disaster 

■  The  Incredible  Techniques  Barry 
shows  Ross  Perot,  Bill  Gates, 
Oprah  Winfrey,  Marvin  Davis, 
and  others  in  the  Forbes  400 

■  The  Myths,  Misconceptions 
And  Misrepresentations  From 
Attorneys  And  The  Media 

■  Why  Investments,  The  Family 
Limited  Partnership  and 
Charitable  Remainder  Trusts 
Can't  Compare 


Call  1-800-343-7424 


$32.50 


SI  00.00 


Special 
Introductory  Offer 

The  Investment  Alternative  PLUS 
Barry's  $100.00  3-Hour  Seminar 
Video,  Make  Millions,  Save  Millions, 
A  Total  Value  Of  $132.50  for 

ONLY  $72.50! 


Barry  Kaye  Associates 

1901  Avenue  of  the  Stars  #500 
Los  Angeles,  CA  90067  310-277-9400 


FOR  MORE  INFORMATION,  A  COPY  OF  BARRY  KAYE'S  REPORT 
CLINTON'S  INCREASED  EXEMPTIONS"  AND/OR  A  CUSTOMIZED  PROPOSAL 

CALL1-800-DIE-RICH 


ttering,  isn't  it,  that  arnor 
jrity  Glass'?  Combined  wit 
akes  the  1998  7  Series  o 


roduction  cars,  only  BMW  offers  break-resistant 
igs  and  our  ingenious  new  head  protection  system, 
safest,  most  secure  luxury  cars.  As  well  as  the 


most  invigorating.  In  fact,  the  7  Series  represents  one  break- 
through after  another.  Except  where  its  windows  are  concerned. 
For  information  call  1-800-334-4BMW.  Or  www.bmwusa.com 


The  Ultimate  Driving  Machine® 
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To  go  or  not  to  go 


By  Jay  Akasie 


Will  foreign  assignments  help  your  career? 
Does  the  company  need  you  abroad?  Forbes 
put  these  questions  to  13  executives. 


"You  don't 
want  to  be 
classified  as 
the  classic 
expatriate 
in  your 
company. 


Kip  Kokinakis, 
chief  executive, 
Aureal 

Semiconductor  Inc. 


Robert  Lutz 

Vice  Chairman 
Chrysler  Corp. 

The  nice  thing  about  working  some- 
where else  is  that  you  begin  to  under- 
stand very  quickly  that,  hey,  we  don't  do 
everything  right  in  the  United  States.  People 
who  were  in  Europe  knew  20  or  30  years  ago 
that  American  automobiles  were  going  to 
become  more  like  European  automobiles 
before  European  cars  became  more  like  Amer- 
ican cars.  Just  by  experience  they  knew  Euro- 
pean cars  were  more  fuel  efficient  and  fun 
to  drive. 

Yet  you  talk  to  some  of  these  guys  from 
General  Motors  in  the  early  Sixties  who  had 
never  been  overseas  for  longer  than  three  days 
at  a  time  and  they  would  say,  "Look,  Europe's 
going  to  go  the  way  of  the  U.S.  Our  cars  have 
bigger  engines,  softer  suspensions,  and  it's  all 
a  matter  of  time  when  Europe  does  the  same 
thing."  They  looked  at  Europe  as  a  sort 
of  backwards  United  States,  and  they 
were  wrong. 

Kip  Kokinakis 

Chief  Executive  Officer 
Aureal  Semiconductor  Inc. 

If  you  do  a  ten-year  assignment,  it  probably 
doesn't  help  you.  You  don't  want  to  be  classi- 
fied as  the  classic  expatriate  in  your  company. 
But  if  you've  done  a  two-to-five-year  stint,  it 
helps  you  immensely.  After  five  years,  you've 
gained  experience,  but  you  haven't  been  fully 
corrupted.  After  ten  years,  you're  corrupted 
by  the  lifestyle  and  the  culture.  You're  away 
from  Mecca  and  away  from  the  political 
games  for  too  long. 

Herbert  Hribar 

President 

Ameritech  Cellular  &  Paging 

At  Ameritech  we  have  a  mentor  program. 
While  working  abroad,  you  stay  tied  in  to  a 
senior  executive  in  the  company  at  home.  You 


talk  to  that  mentor  reg- 
ularly. My  mentor  was  the  president 
of  Ameritech  International,  and  he 
made  sure  I  didn't  get  lost  in  the 
process.  Thanks  to  that,  I  got  promoted 
when  I  returned. 

Gary  Pfeiffer 

Vice  President 

Du  Pont  Nylon-North  America 

A  foreign  assignment  at  DuPont  is  a  plum 
assignment.  The  parent  company  is  so  big 
here  in  the  United  States  that  it's  very  difficult 
for  someone,  even  in  middle  management,  to 
break  through  to  do  anything  more  than  his 
narrow  task.  Being  abroad  lets  you  do  more 
and  deal  with  higher-ups  in  headquarters. 
International  experience  is  a  milestone  to 
move  into  the  senior  leadership. 

Louis  Allstadt 

Executive  Vice  President 
Mobil  Corp. 

We're  looking  for  talent  wherever  we  can  get 
it.  International  postings  work  both  ways — 
they  give  you  experience,  but  they  increase 
the  competition.  In  a  global  company  the 
same  opportunities  are  open  to  foreign 
nationals  as  are  open  to  U.S.  citizens  working 
abroad.  At  Mobil,  anybody  from  any  country 
has  a  shot  of  making  it  to  the  top.  My  coun- 
terpart who  runs  the  North  American  refin- 
ing business  is  an  Australian. 

Charles  Gassidy 

Senior  Vice  President 
State  Street  Corp. 

As  international  business  becomes  more 
important,  so  do  the  people  who  work  in 
international  divisions.  Our  senior  executives 
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"Most  com- 
panies have 
no  use  for 
international 
experience." 

Robert  Kenzer, 
chief  executive 
Kenzer  Corp. 


are  spending 
more  time 
worrying 
about  their 
non-U. S. 
business.  It's 
a  bigger  part 
of  what  they're 
doing.  Our 
non-U.S.  business 
accounts  for  23%  of 
our  total  revenue,  up  from  8%-to- 
10%  just  six  years  ago.  Our  goal  is  to 
move  to  35%  by  early  in  the  next  millennium. 

Daniel  Carp 

President 

Eastman  Kodak  Co. 

The  only  thing  that  helps  your  career  is  per- 
formance— setting  a  vision,  marshaling 
resources  and  achieving  things  that  your 
bosses  think  they  never  could  achieve  before. 
That's  regardless  of  where  you've  worked. 
Going  overseas  isn't  like  getting  a  merit 
badge.  You've  got  to  perform. 

John  Yates 

Software  Developer 

Siemens  Business  Communication  Systems,  Inc. 
Working  abroad  is  like  working  with  the  flu: 
You're  just  a  little  bit  out  of  it.  You  need  to  let 
your  home  base  know  what  you  are  going 
through.  So  I  made  sure  I  wasn't  isolated.  I 
sent  a  weekly  news  posting  back  to  an  elec- 
tronic bulletin  board  in  the  company  that 
people  could  look  at. 

Jeffrey  Webster 

Product  Development  Team  Leader 
Amgen  Inc. 

In  Europe  it's  difficult  to  get  used  to  the  fact 
that  Europe  really  doesn't  exist.  As  Americans 
we  think  there's  an  entity,  but  then  you  realize 
that  the  people  in  Spain  don't  care  what's 
going  on  in  France  and  the  people  in  France 
don't  care  what's  going  on  in  Germany.  It 
takes  longer  to  get  things  done  overseas,  but  I 
learned  to  be  sensitive  at  every  step.  One 
thing  I'll  always  remember:  Never,  never  send 
a  Frenchman  something  written  in  German. 

Thomas  Monroe 

Controller 

AT&T 

Asians  have  a  strength  in  doing  things  fast.  If 
you  can  show  them  how  to  do  something, 
they  can  probably  do  it  faster  than  you  could 
on  a  repetitive  basis.  But  I  found  it  was  diffi- 
cult to  force  them  to  innovate.  They  innovate 
as  a  result  of  seeing  what's  wrong,  as  opposed 


to  innovating  on  the  conceptual  level. 

Darryl  Williams 

Senior  Vice  President 
Eastman  Chemical  Co. 

Though  I  lived  and  worked  abroad,  I  don't 
believe  that  working  abroad  is  vitally  impor- 
tant to  further  your  career.  It's  important  that 
you  have  a  global  mind-set  and  that  you're 
not  just  Tennessee-centric.  But  you  can  get  it 
through  reading  or  talking  to  other  employees 
who  work  all  around  the  world. 

Actually,  it's  often  better  to  have  a  local 
person  do  the  job  instead  of  sending  someone 
from  the  U.S.  All  the  expats  need  to  do  is 
train  the  locals  about  how  we  do  things  at 
Eastman.  That's  our  strategy. 

Robert  Kenzer 

Chairman  &  Chief  Executive  Officer 
Kenzer  Corp. 
(Executive  search  firm) 

It  makes  sense  to  take  a  foreign  assignment 
only  if  you  want  to  work  for  a  multinational 
company.  Most  other  companies  have  no  use 
for  international  experience.  They  say  to  that: 
"Did  you  enjoy  the  ballet  over  there?"  That 
isn't  going  to  make  the  pig  iron  plant  in 
Podunk  work  better.  Foreign  experience  really 
doesn't  hang  too  tight  if  the  ongoing  part  of 
your  career  path  is  a  domestic  one. 

Most  of  the  companies  that  come  to  us, 
that  put  value  on  folks  who  have  worked 
abroad,  are  banks.  The  retailers  that  come  to 
us  put  weight  on  having  experience  in  doing 
business  with  foreign  markets — but  not  neces- 
sarily having  lived  there. 

James  Stephenson 

Product  Manager 
The  Clorox  Co. 

I  would  discourage  anyone  from  going  over- 
seas who  thinks  he's  going  to  get  rich.  We  are 
no  longer  as  unique  in  our  skills  as  we  were 
30,  40  years  ago.  Guys  like  me  have  done  our 
job:  We  have  taught  the  Third  World  nation- 
als how  to  do  it.  We've  done  a  fairly  effective 
job  of  doing  ourselves  out  of  a  job.  We  taught 
the  Peruvians  how  to  run  their  mines  so  well, 
they  kicked  us  out  and  nationalized  them.  MS 


What's  on  your  mind? 

If  you  are  a  business  executive,  whether 
with  a  big  company  or  a  small  one,  we'd 
like  to  know  what's  bothering  you  these 
days,  and  what  you  are  doing  about  it. 
Tell  us  about  it  at:  mind@forbes.com. 
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Imagine  these 

3  minds  working 
together  as 

One. 

Nothing  generates  more  power  than  partnership. 


25J 

;or  over  a  hundred  years,  energy 

las  been  a  relationship  between  "~ 

upplier  and  buyer.  Between  the  grid 

>r  pipeline,  and  those  who  connected  to  it. 

Veil,  we're  about  to  change  all  that.  We're 

inergyOne.  Not  only  what  we  do  is  different, 

>ut  also  how  we  do  it.  By  joining  together 

;lobal  leaders  in  communications,  information 

nd  energy  we'll  bring  you  products  and 


services  that  give  you  greater  control. 

ATM 

^^s?  Peace  of  mind.  Simplicity.  Imagine 
advanced  security  systems  working 
through  your  existing  electrical  wiring,  that 
can  also  protect  against  fire,  flood  and  carbon 
monoxide.  We  can  make  it  happen.  Get  your 
energy  to  work  harder  for  you.  Call  your  local 
utility  and  tell  them,  "Make  EnergyOne  my 
energy  partner."  Or  call  us  at  1 .888.663.3363. 


(  EnergyOne) 


Energy  •  Communications 


Information^ 


fjBadefs@forbes.com 


Apple  spl 


Sir:  Re  "Apple,  anybody?"  (Aug. 
11).  As  a  longtime  Apple  developer 
and  former  employee,  I  would  argue 
that  Apple  is  a  hybrid  software/hard- 
ware   company.  If 
Apple  would  spin 
out  its  software 
into    a  separate 
company,  it  would 
create    a  rapidly 
growing,  high- 
margin  software 
company.  Apple 
Hardware  Inc.  could 
be  a  high-quality  Macin- 
tosh-clone maker.  [Two  companies] 
are  potentially  worth  many  times 
what  Apple  is  today. 
-Randy  Hill 
Portland,  Ore. 

Shades  of  gray 

Sir:  Re  "'Gray'  watches"  (Aug.  11). 
Capetown  Diamond  is  not  a  big 
"gray  marketer."  Our  core  business  is 
restoring,  repairing,  buying  and  sell- 
ing   vintage    and  contemporary 
upscale  Swiss  watches.  Occasionally 
we  will  significantly  discount  a  new 
timepiece,  but  the  majority  of  these 
new  watches  are  mailed  to  the  end 
user  directly  from  an  American 
authorized  dealer.  More  information 
is  at  www.capetowncorp.com. 
-Ken  Marcus 
Capetown  Diamond  Corp. 
Atlanta,  Ga. 

Hammer  down  insurance 

Sir:  Re  "Consumer  retort"  (Fact 
and  Comment,  Aug.  11).  The  only 
way  such  a  bill  should  pass  is  if  it 
contained  a  guarantee  that  insurance 
rates  would  be  30%  lower  than  the 
"average"  policy  in  the  relevant  local 
area  for  a  minimum  ten-year  period. 
If  during  that  ten-year  period  a  per- 
son's (either  party  to  an  accident) 
policy  fee  discount  was  less  than 
30%,  that  person,  if  injured,  would 
have  the  option  to  sue  r  the 
original  tort  system.  Th  !  be 

die  "hammer"  that  would  e 
insurance  companies  to  rei 
incremental  policy-fee  incre 
-Ronald  V.  Thomas 
Scottsdale,  Ariz. 


Secret  weapon 

Sir:  Re  Congress'  low  salaries 
("Congressrats?"  Aug.  11).  We  have 
a  secret  weapon,  discovered  by  us 
long  before  you  had  the  good  sense 
to  make  it  your  cover  story  "A 
revolution  that  has  a  long  way 
to  go"  (Aug.  11).  In  the  house 
shared  by  me  and  three  other 
congressmen  there  are  four 

0  Costco  memberships.  You'd 
|  be  surprised  how  far  a  barrel 
|    of  pretzels,  a  case  of  soda 

1  and   a    12-inch  Kirkland 
apple  pie  will  take  you.  A 

distressed  public  would  wonder 
how  we  survive.  Now  they  know. 
-George  Miller  (D-Calif.) 
House  of  Representatives 
Washington,  D.C. 

Disaster  of  a  tractor 

Sir:  "Make  a  killing  in  potash" 
(Aug.  11)  would  have  made  a  con- 
vincing argument  for  buying  the  fer- 


Founders  Funds'  Brian  Kelly 
Does  the  tractor  tell  a  tale? 


tilizer  industry  as  per  the  insights  of 
Brian  Kelly.  My  appreciation  less- 
ened when  I  saw  the  picture.  He  is 
seated  on  a  tractor  older  than  he  is 
with  the  battery  and  fender  missing 
and  the  wheel  on  backwards.  I  hope 
Founders  Funds  do  better  than 
Massey  Harris  tractor  company, 
which  disappeared  40  years  ago. 
-Jim  Johnson 
Cologne,  Minn. 

Kelly  wasn't  planning  to  apply 
fertilizer  with  this  thing.  It's  an 
antique  on  display  at  Denver's  new 
International  Airport,  found  on  the 


farmland  bulldozed  to  build  this 
facility.  -Ed. 

Good  capitalists: 

Sir:  "Riskless  crime?"  (Aug.  11)  rais- 
es more  questions  than  it  answers. 
Your  pages  are  always  full  of  praise 
for  good  capitalists  who  identify 
overpriced  targets  and  find  ways  to 
deliver  them  to  the  masses  more 
cheaply.  Does  the  Versace  scarf  you 
cited  cost  $279  more  than  the  imita- 
tion because  of  manufacturing  and 
promotional  expenses?  I  doubt  it. 
The  counterfeiters  are  just  the  far 
end  of  a  continuum.  Where  shall  we 
draw  the  line?  What  about  my  store - 
brand  cola  in  its  familiar  red  can? 
-Jon  von  Zelowitz 
San  Francisco,  Calif. 

Stop  the  lawyers 

Sir:  "The  bug  bar"  (July  28),  your 
article  about  the  lawyers'  intentions 
[to  turn  the  coming  year-2000 
computer  date  glitch  into  a  gigantic 
feed  trough],  inspired  me  to  do  the 
following:  write  the  Washington 
Post  urging  them  to  make  a  crusade 
of  thwarting  the  lawyers,  and  write 
to  my  senators  and  the  chairmen  of 
the  House  and  Senate  Judiciary 
Committees,  Hon.  Henry  Hyde 
and  Sen.  Orrin  Hatch,  urging  them 
to  introduce  legislation  barring 
such  suits. 
-Alan  Melton 
Williamsburg,  Va. 

Honor  Roll  correction 

We  goofed!  Our  column  for  the 
Mutual  Fund  Survey's  Honor  Roll 
(Aug.  25),  listing  consecutive  years  on 
the  list,  contained  errors.  Here  are  the 
corrections: 

Janus  Fund  (2) 

IDS  New  Dimensions-A  (2) 

Clipper  Fund  (2) 

Dreyfus  Appreciation  Fund  (2) 

Dodge  &  Cox  Stock  Fund  (5) 

Nicholas  Fund 

Dean  Witter  Dividend  Growth  (3) 
Washington  Mutual  Investors  (3)  H 


For  more  letters  point  your  browser 
to  www.forbes.com/readers. 
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Lap  of  luxury. 
Seat  of  power. 


The  Mitsubishi  Diamante  strikes  a  diplomatic  to  provide  stunning  silence.  And  the  list  of 
balance  between  elegance  and  strength.  With  luxuries  is  equally  impressive,  with  a  multi- 
the  largest  V6  in  its  class*  The  Mitsubishi  Diamante,  adjustable  driver's  seat,  a 
and  a  transmission  that  will  learn  Built  For  Living!"  6-speaker  audio  system,  fully- 
your  driving  style,  acceleration  is  outstanding.  automatic  climate  control  and  an  anti-theft 
Advanced  sound  insulation  combines  with  one  security  system.  The  Mitsubishi  Diamante, 
of  the  most  aerodynamic  designs  in  its  class      superb  seating  for  a  command  performance. 


The  interior  is  always 
comfortable,  thanks 

■  to  a  fully-automatic 

■  climate  control  system? 


The  refined  3.5-liter, 
210-horsepower  V6  is 
strong,  smooth  and 
remarkably  efficient. 


MITSUBISHI 
DIAMANTE 


Built   For  Living." 


For  the  deal       Sorest  you  or  a  free  brochure,  call  1-800-55MITSU.  Or  visit  our  web  site  at  www.mitsucars.com 

•Class  inelu         ^7  import  near-luxury  sedans  priced  under  $40,000.  Tlnset  photo  shows  vehicle  with  optional  Luxury  Convenience  Group. 


"With  all  thy  getting  get  understanding" 

Fact  and  Comment 

By  Steve  Forbes,  Editor-in-Chief 


CAREFUL,  NOW 


Financial  markets  are  wobbling,  not  only  because  the 
stock  market  has  more  than  doubled  in  33  months  but 
also  because  people  are  worried  that  the  Federal  Reserve 
may  be  unnecessarily  tightening  credit. 

These  fears  are  not  unfounded.  Clinton's  Treasury 
Department  still  believes  that  untempered  good  times 
cause  inflation.  The  notion  that  there  is  a  tradeoff 
between  unemployment  and  inflation  still  sways  many  in 
the  Federal  Reserve,  too.  But  bad  money,  not  good  times, 


is  the  villain.  These  authorities  still  can't  distinguish 
between  price  changes  that  are  a  result  of  supply  and 
demand  and  those  that  are  a  result  of  the  Fed's  printing 
too  much  or  too  little  money. 

Tightness,  not  ease,  is  the  current  danger.  The  Fed  has 
been  increasing  its  grip  since  late  last  year.  The  squeeze 
has  received  little  notice  because  Greenspan  &  Co.  have 
formally  raised  the  price  of  money  only  once.  But  real 
interest  rates  are  rising. 


DEADLY  DECEIT 


An  insidious  effort  is  under  way  to  legalize  drugs. 
Proponents  of  "medical  marijuana"  last  year  won  referen- 
dums  in  both  Arizona  and  California.  Two  more  initiatives 
are  coming  up,  one  in  Washington,  D.C.;  the  other  in 
Washington  State.  Knowing  that  most  Americans  would 
not  countenance  outright  legalization,  many  promoters 
deceitfully  profess  their  only  goal  is  to  help  the  seriously  ill. 

Don't  be  snookered.  The  issues  of  pain  relief  and  legal- 
ization are  distinct  and  separate.  Despite  public  claims, 
these  initiatives  go  well  beyond  tightly  pre- 
scribed  medicinal  uses.  Traditional  advo-  - 
cates  of  legalization  don't  engage  in  this 
kind  of  dishonesty;  they  forthrightly  argue 
that  the  war  on  drugs  is  futile,  costing  soci- 
ety dearly  in  crime  and  corruption. 

The  nausea-relieving,  appetite-stimulat- 
ing properties  of  marijuana  can  be  repro- 
duced. Marinol,  for  example,  is  a  synthetic 
form  of  the  chemical  in  marijuana  that  does 
this.  Marinol  is  FDA-approved  and  available 
by  prescription,  primarily  for  patients 
undergoing  chemotherapy  or  with  certain 
conditions  resulting  from  AIDS.  Why  sub- 
ject such  people  to  the  more  than  400  toxic 
chemicals  found  in  street  "pot"?  The  medical  profession 
has  not  been  as  sensitive  and  responsive  as  it  should  have 
been  in  relieving  pain  and  other  symptons  of  those  suf- 
fering from  major  diseases.  But  that  is  no  reason  to  leap 
to  legalization  of  deadly  drugs. 

Medical  marijuana  is  the  stealth  legalizers'  Trojan 
Horse.  Look  carefully  at  these  upcoming  initiatives.  In 
our  nation's  capital,  if  Measure  57  is  passed,  no  prescrip- 
tion for  marijuana  will  be  necessary.  Only  a  doctor's  "rec- 


Legalization:  More  addiction 
will  kill  more  kids. 


ommendation"  will  be  needed,  and  that  can  be  oral — no 
mandatory  records.  The  measure  specifically  allows  a 
patient's  primary  caregiver — defined  even  as  a  "best 
friend,"  whatever  that  means — to  help  grow,  use  or  buy 
marijuana.  And  this  law  will  require  the  D.C.  government 
to  distribute  pot,  as  well  as  allow  the  creation  of  certain 
nonprofit  corporations  for  "cultivating,  purchasing  and 
distributing"  it. 

Washington  State's  Initiative  685  legalizes  not  only  the 
possession  and  use  of  marijuana  but  also  of 
such  other  drugs  as  heroin  and  LSD.  (What 
are  their  medical  benefits?)  Any  medical 
"practitioner"  can  recommend  usage,  with 
no  prescription  necessary;  the  patient  only 
needs  to  claim  serious  illness — but  no  defi- 
nition of  "serious"  has  been  given.  Does  this 
mean  any  ailment,  such  as  headaches  or 
stress,  will  do?  "Practitioners"  include  not 
only  doctors  but  also  pharmacists,  podiatrists 
and  even  veterinarians.  Incredibly,  Initiative 
685  also  provides  that  those  convicted  of 
drug  possession  be  released  from  prison. 

A  number  of  states  tried  de  facto  legal- 
ization of  marijuana  in  the  1970s.  Result: 
usage  skyrocketed.  The  Netherlands  has  had  a  form  of 
legalization  (so-called  coffee  shops  that  are  actually  hemp 
bars)  for  years,  and  substance  abuse  is  alarmingly  higher. 
Switzerland  allowed  "needle  parks,"  where  addicts  could 
shoot  up  without  fear  of  police  action.  The  hope  had 
been  that  the  problem  could  be  isolated  and  contained. 
The  opposite  happened.  These  and  other  experiences 
demonstrate  that  more  drugs  were  consumed,  and  relat- 
ed crimes  did  not  decline.  Holland,  for  example,  has 
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become  a  smuggling  center  for  neighboring  nations. 

Drug  abuse  in  America  peaked  in  1979.  Though  now 
down  50%,  use  has  grown  alarmingly  among  young  Ameri- 
cans since  1992.  Consumption  of  such  deadly  drugs  as  hero- 
in and  cocaine  in  the  under-26  age  bracket  is  skyrocketing. 

Antidrug  leadership  works,  as  the  Reagan  and  Bush 
administrations  demonstrated.  While  President  Clinton 
never  misses  an  opportunity  to  attack  tobacco,  he  has 
been  strangely  mute  in  the  drug  area,  except,  of  course, 
for  a  brief  time  last  year  when  an  election  was  in  the 
offing.  He  has  not  taken  a  lead  in  fighting  these  two  ini- 


tiatives. His  Administration  has  done  nothing  effective  to 
combat  the  growing  power  of  Latin  American  drug  lords 
along  the  Texas  border  where  longtime  ranchers  are  sell- 
ing their  land  out  of  sheer  fear.  In  fact,  the  Administra- 
tion recendy  proposed  reducing  penalties  for  certain  kinds 
of  drug  possession.  What  signal  does  that  send? 

Congressional  leaders  should  be  actively  opposing  these 
referendums.  As  the  1985-92  period  demonstrates,  the  war 
against  drugs  is  well  worth  fighting — legalization  would 
mean  more  addiction,  especially  among  the  young — and 
is  winnable  as  well.  Where  are  the  Washington  generals? 


KUDOS  TO  CARLSON 

Minnesota  Governor  Arne  Carlson  has  demonstrated  increase  in  the  amount  of  money  families  can  deduct  from 
what  firm  leadership  can  achieve.  Against  fierce  union  and  state  income  taxes  for  private  school  tuition,  with  no 
bureaucratic  opposition,  he  has  pushed  through  major    income  limit  set  on  qualifying  for  this  deduction.  The 


school  reform  that  will  enormously  bene- 
fit Minnesota's  children.  Families  will 
soon  be  able  to  exercise  genuine  choice  on 
where  to  send  dieir  children  to  school. 

Households  with  incomes  of  less  than 
$33,500  can  get  a  refundable  tax  credit  of 
$1,000  per  child  to  help  pay  expenses  for 
their  children  attending  nonpublic,  as  well 
as  public,  schools.  If  the  parents'  state 
income  tax  liability  is  less  than  the  credit, 
the  state  ponies  up  the  difference.  While 
the  credit  can't  be  used  specifically  for 
"tuition,"  it  can  be  spent  on  particular 
items  such  as  textbooks,  transportation, 
tutoring,  etc.  Thus,  private  schools  are  "'unbundling" 
tuition  fees  and  breaking  them  into  specific  categories  so 
that  families  can  afford  to  enroll  their  kids. 

Governor  Carlson  also  won  approval  of  a  meaningful 


Carlson:  Strong  commitment 
reshapes  education  landscape. 


governor  recognizes  what  millions  of  par- 
ents are  confronting:  Too  many  of  our 
public  schools  are  not  doing  the  job  in 
educating  our  children  that  they  should 
be;  and  too  often  schools,  having  lost  sight 
of  their  primary  mission,  are  run  for  the 
benefit  of  the  bureaucracy  and  the  unions. 

Long-term,  the  governor's  reform  will 
improve  Minnesota's  public  schools 
because  people  will  hold  them  more 
accountable  for  their  performance.  Parents 
will  have  alternatives  if  they're  dissatisfied. 

Carlson's  courage  is  a  happy  contrast  to 
what  is  currently  passing  for  leadership  in 
Washington — which  can  be  summed  up  with  a  phrase 
Teddy  Roosevelt  once  used  to  describe  President  McKin- 
ley,  whom  TR  thought  too  timid:  He  has  "the  backbone 
of  a  chocolate  eclair." 


THIS  DESERVES  A  BRONX  CHEER 

Seduced  by  the  success  of  interleague  play  this  summer,  base- 
ball owners  are  mulling  a  drastic  realignment  of  teams  that 
would  be  based  on  geography,  thereby  obliterating  the  tradi- 
tional National  and  American  Leagues.  Thus  the  Yankees  would 
routinely  play  the  Mets;  the  White  Sox,  the  Cubs  and  so  on. 

Interleague  games  have  attracted  fans  precisely  because  such 
contests  are  a  novelty.  The  leagues  are  different.  Make  such 
games  routine,  the  fans  will  soon  yawn.  In  fact,  because  the 
leagues  are  not  homogenous,  destroying  them  would  wipe  out 
one  of  the  characteristics  that  make  baseball  different  from 
other  professional  sports. 

RESTAURANTS— GO,  (  >ER,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  other  Forbes  eatery  experts  Jeff  Cunningham  and  Tom  Jones. 


•  Nica's— The  Stanhope  Hotel,  995  Fifth  Ave.,  at  81st 
St.  (Tel.:  288-5800).  May  just  be  one  of  the  hippest  places  in 
town,  with  a  serious  jazz  ambience.  The  food—delicious,  as 
well  as  relatively  light — is  French  with  a  North  African  accent. 
Noteworthy:  an  exquisite  cool  tomato-fennel  soup  with  lob- 
ster and  mint  chutney,  and  charcoaled  chicken  widi  olive  oil 
mashed  potatoes.  Desserts  are  up  to  the  rest  of  die  meal. 

Zocalo— 174  East  82nd  St.  (Tel.:  717-7772). 
Attractive,  upscale  but  somewhat  claustrophobic  place, 
charging  high  prices  for  prettily  presented  but  less  than 


spectacular  food.  Service  is  slow,  and  all  too  often  the  fare 
is  presented  picante  without  any  warning. 

®  Le  Madri— 168  West  18  St.  (Tel.:  727-8022).  Pleas- 
ing space,  attentive  service  and  generous  portions  of 
scrumptious  food.  For  appetizers  try  the  assortment  of 
cold  antipasti  or  an  endive  salad  with  sliced  pears,  walnuts 
and  grapes,  finished  with  Tuscan  Pecorino  cheese.  Main 
courses:  arugula  "strangle  the  priest"  gnocchi  with  mus- 
sels, tomato,  olive  oil  and  garlic;  and  rack  of  lamb  served 
with  artichokes  arid  potatoes.  Desserts  are  yummy.  H 
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When  your  corporate  culture  is  about  the  best 

Business  gifts  say  so  much  about  your  company, 
to  your  customers  and  employees. 
They  reflect  your  corporate  culture.  They  reflect  you. 

For  a  single  gift  or  an  entire  service  award  program, 
Tiffany  works.  We  offer  impeccable  taste,  timeless  design 
and  packaging  that  promises  excitement... 
all  well  within  your  budget. 

And  Tiffany  makes  it  so  easy.  From  personalized 
attention  to  state-of-the-art  service, 

Tiffany's  corporate  sales  group  takes  your 
business  seriously.  So  the  right  gift  arrives  in  the 

right  hands  at  the  right  time.  Every  time. 

Tiffany  &  Co. 

FOR  CORPORATE   ACCOUNT  INFORMATION  CALL  1-8(10-77(1-0080,  EXT.  10 
FOR  ALL  OTHER  I  N QUI RI ES.  C ALL  1-800-526-0644 


...  AXI  Hotels  fll 

WO    ^                                           ?  OWM, 

owctww         •     *°         o-T,  ^ 

kaxrny  *****  "J 

|  MuHeratc  Motel  1 

.                 "    o  ••  -  • 

,  m 

HOT  THAUKMtU 


CORPORATE 

0084 

3182  4Sb~l8S  01001 


-1 

anager  Rob 

n  B  Carlisle                       |- f " 

ges  Edit 

leconclle 

Setup  Hal 

H 



SuOfnll 

f 

Carfl  ChJiflM  Total  J17Z.JS 

Apr  Parking  II 


Ejpokib  Repot  (  <M<d*«iSil«T<lp>  Total  »7?2.«8 

Apr  Airline  Ticket!  Cia.OOgun 


o  Expense  19s o 


Ta»l.lirno,Car,Fare.  118.00 

port  118.00  fr^ 


i  Expense  Edit       I  Delete 


Co  3  J  PM    Tuesday,  Apr  J .  1  997 


It's  simple  when  the  same  integrated 

system  that  plans  and  pays  for 
a  trip  helps  organize  your  expenses. 

Overnight. 


Introducing  RoundTrip  Services5"  @  American  Express. 

The  only  comprehensive  way  to  manage  business  travel  and 
expense  reporting  before,  during  and  after  a  trip. 

Expense  Manager  makes  it  easy.  Each  night,  the  system 
gathers  and  sorts  new  Corporate  Card  charges.  Simply  use 
e-mail  to  retrieve  them,  include  any  cash  expenses,  and  then 
forward  the  complete  report  for  approval.  Expense  Manager 
not  only  saves  time,  it  ensures  convenience  and  accuracy  from 
submission  through  audit. 

Before  the  trip?  Planning  couldn't  be  simpler.  Now  AXI, 
American  Express  Interactive,  newly  developed  in  partnership 
with  Microsoft  Corporation, allows  on-line  access  to  air,  lodging, 
and  rental-car  pricing  and  booking— all  within  company  policy. 

And  if  plans  unravel  on  the  road?  Just  pick  up  the  phone, 
and  a  dedicated  service  representative  will  help  you  regroup. 

In  all,  savings  reach  from  negotiated  pricing  right  through 
streamlined  procedures,  reporting  and  compliance.  Call  us  at 
1  800  AXP  1200  to  discover  how  RoundTrip  Services  is  a  better 
way  to  help  your  business  do  more. 


Corporate 
Services 


www.AmericanExpress.com/CorporateServices 


Other  Comments 


Maddening 

Thirteen  states  now  have  so-called 
veggie-libel  laws  that  allow  farmers  to 
sue  anyone  who  unfairly  claims  their 
products  are  dangerous  to  eat. 

The  first  major  legal  test  of  the  food- 
disparagement  laws  will  be  a  Texas  law- 
suit, in  which  a  group  of  cattle  ranch- 
ers have  sued  Oprah  Winfrey  for  a 
show  she  did  on  mad-cow  disease. 
-Time 

Keep  It  Controlled 

A  REVIEW  OF  addiction  shows  that  the 
number  of  alcohol,  heroin  and  cocaine 
addicts,  even  when  adjusted  for 
changes  in  population,  fluctuates  wide- 
ly over  time,  in  response  to  changes  in 
access,  price,  societal  attitudes  and  legal 
consequences.  The  fact  that  alcohol 
and  tobacco,  the  most  accepted  and 
available  legal  drugs,  are  the  most  wide- 
ly abused,  demonstrates  that  behavior 
is  influenced  by  opportunity,  stigma 
and  price.  Many  soldiers  who  were  reg- 
ular heroin  users  in  Vietnam  stopped 
once  they  returned  to  the  U.S.  where 
heroin  was  much  more  difficult  and 
dangerous  to  get.  Studies  have  shown 
that  even  among  chronic  alcoholics, 
alcohol  taxes  lower  consumption. 
-Herbert  D.  Kleber,  Joseph  A. 

Califano  Jr.  and  John  C. 

Demers,  Substance  Abuse:  A 

Comprehensive  Textbook 

Always  a  Greater  Good 

I  saw  Winston  Churchill  for  the 
last  time  in  1958  when  I  went  to 
London  for  the  dedication  of  the 


memorial  to  the  American  dead  in 
World  War  II  at  St.  Paul's  Cathedral. 
I  hesitated  to  ask  for  an  appointment 
with  Churchill  because  I  knew  he 
had  not  been  well.  But  his  aide  felt 
that  it  would  be  good  for  him  to  talk 
to  someone  about  problems  other 
than  his  own  physical  condition.  I 
had  learned  long  before  never  to  ask 
a  sick  man  how  he  feels,  because  he 
may  tell  you.  But  many,  especially 
leaders,  want  to  talk  about  the  world 
rather  than  about  themselves. 
-Richard  Nixon,  Leaders 

When  the  anti-capitalist  holds 
profit-hungry  business  in  con- 
tempt, he  conveniently  neglects 
the  fact  that  business  is  the  paid 
servant  of  customers  and  the 
served  payer  of  employees. 
-Daniel  B.  Klein,  assistant  profes- 
sor of  economics,  University  of 
California,  Irvine,  Liberty  magazine 

It  Doesn't  Add  Up 

In  1989  the  National  Council  of 
Teachers  of  Mathematics  published 
standards  that  denounced  a  "long- 
standing preoccupation  with  compu- 
tation and  other  traditional  skills."  Ac- 
cording to  the  council,  stressing  addi- 
tion, subtraction  and  memorization 
made  students  into  "passive  receivers  of 
rules  and  procedures  rather  than  active 
participants  in  creating  knowledge." 

The  standards  recommended  that 
students  get  together  in  groups  to 
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"construct"  strategies  for  solving 
math  problems,  rather  than  sit  in 
class  with  teachers  instructing  them. 

[Since]  the  entry  of  whole  math 
into  schools,  parents  have  com- 
plained about  students  unable  to  do 
simple  mental  computations,  about 
high  school  graduates  who  get  As 
and  Bs  in  whole-math  classes  and 
have  to  do  remedial  work  in  college. 

When  medical  researchers  admin- 
istering a  protocol  find  it  has  negative 
consequences  for  human  subjects, 
they  end  the  experiment  to  avoid 
imposing  further  harm.  It  is  time  for 
educators  to  realize  the  same  ethic 
should  apply  to  them. 
-Lynne  Cheney,  American  Enter- 
prise Institute 

Trade  Secret 

If  you  spend  eight  hours  a  day 
thinking  about  something  obsessive- 
ly, you're  bound  to  be  ahead  of  any- 
one else.  Then  once  you're  ahead,  in 
terms  of  what  you  know  about  the 
subject,  you  add  a  dash  of  melodra- 
ma, and  there  you  are. 
-Richard  Condon,  novelist 

Share  the  Wealth 

You  can  only  give  away  what  you 
have,  and  so  you  damned  well  better 
work  at  getting  something.  You 
want  to  be  the  most  educated,  the 
most  brilliant,  the  most  exciting,  the 
most  versatile,  the  most  creative 
individual  in  the  world,  because 
then  you  can  give  it  away;  and  the 
only  reason  you  have  anything  is  to 
give  it  away. 

-Leo  Buscaglia,  Ph.D., 
Living,  Loving  &  Learning 

Cultural  Differences 

Most  Americans  draw  their  identi- 
ties from  the  things  they  buy,  while 
the  French  draw  theirs  from  the  jobs 
they  do.  For  us,  an  elevator  operator 
is  only  a  tourist's  way  of  getting  to 
the  top  of  the  Eiffel  Tower.  For  the 
French,  a  tourist  is  only  an  elevator 
operator's  opportunity  to  practice  his 
metier  in  a  suitably  impressive  setting. 
-Adam  Gopnik,  The  New  Yorker  H 
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THE  BOLD  LOOK 

KOHLER 


The  way  we  see  it,  attitude  is  everything.  Which  is  exactly  what  our  Revival™  Suite  has  plenty  of 
Classically  carved  lines  infused  with  an  insouciant  sweep.  Expect  a  second  look.  Shown,  Revival 
lavatory  and  faucet.  See  the  Yellow  Pages  for  a  KOHLER*  Registered  Showroom,  or  call 
1 -800-4-KOHLER,  ext.  NX9to  order  product  literature,  www.kohlerco.com 


31997  by  Kohler  Co.  All  rights  reserved. 


Downsizing  was 


Now  how 


do  you  keep  looking  good 


The  key  is  building  a  workforce  that's  more  effective.  One  that's  more  flexible.  One  that  gives  you  a  clear  competitive 
advantage.  Enter  Strategic  Workforce  Management  ""  from  Norrell.  Working  together,  we  develop  a  workforce  strategy 
www.INorri-ll.rom  1-800-241-2414  NYSE:NRL  ©1W7  Norrell  ( iorporation 


cl  great  way  to  look  g00d 


in  print. 


while  you're  UpSlZlll 


thats  integral  to  your  business  strategy.  It's  a  whole  new  approach  we  created  while  working  with  dozens  of  blue  chip 
companies.  Companies  like  yours.  Let  as  show  you.  Ami  you'll  see  upsizings  upside. 


INorrel 


Strategic  Workforce  Managkmem" 


When  We  Looked  At  The  Future  Of  Transportation, 


►  Markets  and  supply  chains  are 
global.  Distribution  centers  are  closer 
to  the  point  of  sale.  Time-to-market 
is  a  critical  competitive  strategy.  And 
technology  that  delivers  information 
about  freight  is  as  important  as  the 
freight  itself.  These  are  a  few  of  the 
forces  driving  transportation  on  the  eve 
of  a  new  century.  They  also  provide 
our  direction  at  CNF  Transportation. 
We're  a  group  of  market- leading  busi- 
nesses that  deliver  solutions  in  a  "need- 
it-now"  world.  Global  and  domestic 
logistics,  air  freight,  ocean  services, 
customs  brokerage,  less-than-truckload  and  full  truckload  delivery,  nationally  and  regionally.  Collectively, 
we're  a  $4  billion  company  operating  worldwide,  with  22,000  people,  25,000  pieces  of  equipment,  100  jet 
freighters  and  the  industry's  most  advanced  information  systems.  But  the  real  strength  we  bring  to  customers 
is  a  healthy  exchange  of  ideas  -  starting  with  a  clear  idea  of  where  transportation  is  going. 


C/1F 

TRANSPORTATION 


Where  Ideas  carry  weight 


Emery  Worldwide    ♦    Con-Way  Transportation  Services    ♦    Menlo  Logistics    http://www.cnf .com 


Commentary 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Chairman 


TWO  ITEMS  FOR  COLLECTORS  OF  CLINTONIA 


The  current  line-item  veto  controversy  is  such  a  typ- 
ical Clinton  performance  that  it  deserves  a  bit  of  analy- 
sis. For  years  Republicans  and  Democrats  who  have 
wanted  to  rein  in  federal  spending  have  urged  that  die 
President  be  given  power — the  same  as  that  possessed  by 
43  of  our  50  state  governors — to  veto  individual  items  in 
spending  bills  rather  than  to  be  forced  to  accept  or  reject 
a  bill  in  its  entirety. 

Ronald  Reagan,  while  governor  of  California,  exer- 
cised the  line-item  veto  effectively,  striking  down  various 
line  items  and  saving  the  state  at  least  $1  billion  (real 
money  then!).  Reagan's  line-item  vetoes  were  never 
overridden  by  the  legislature, 
even  though  it  was  controlled  by 
Democrats  most  of  the  eight  years 
he  was  governor.  During  this 
time,  Reagan  campaigned  cease- 
lessly for  line-item  veto  power  for 
the  President,  winning  over, 
among  others,  Governor  Clinton 
of  Arkansas. 

The  newly  elected  Republican 
congressional  majority  carried 
out  its  1994  pledge  and  gave  Mr. 
Clinton  line-item  veto  authority. 
These  legislators  knew  full  well 
that  Clinton  would  probably  use 

it  largely  to  buttress  his  continual  campaigns,  but  they 
believed  that  better  government  in  the  future  is  depen- 
dent on  the  Chief  Executive's  having  this  power. 

Those  legislators  whose  principal  achievements  have 
been  to  deliver  popular  spending  measures  to  their  con- 
stituents are  the  most  outraged  by  this  "huge  transfer  of 
power  to  the  Executive,"  as  they  put  it.  Actually,  it  is  not 
that  much  of  a  transfer.  Under  the  law,  Congress  can  still 
override  a  presidential  veto,  and  regarding  tax  provisions, 
the  President  is  limited  to  vetoing  only  those  affecting 
100  or  fewer  taxpayers.  Those  states  whose  governors 
have  this  authority  have  managed  to  survive  quite  well. 
Of  course,  if  this  is  taken  to  the  Supreme  Court  (as  it 
appears  New  York  may  do),  predicting  the  Court's  deci- 
sion as  to  the  constitutionality  of  this — or  any — measure 
is  risky.  I  would,  however,  venture  a  guess  that  the  same 


Oval  Office  pageantry:  Clinton  wielding  his  pen 
for  the  first  presidential  line-item  vetoes. 


reasoning  employed  to  uphold  the  state  governors' 
power  will  sustain  the  federal  line-item  veto  law. 

It  was  President  Clinton's  choice  of  the  first  three 
items  to  veto,  announced  with  the  full  blast  of  White 
House  ceremonial  hyperbole  (a  televised  veto-signing, 
no  less)  that  caused  all  the  current — and  expected — re- 
verberations. The  three  items,  whose  fiscal  impact  is  less 
than  one-fortieth  of  one  percent  of  our  total  spending, 
were  chosen  because  the  President  is  unable  to  avoid 
petty  politics.  So  blatant  was  the  anti-GOP  bias  of  the 
vetoes  that  Congressman  Henry  Waxman,  a  highly  par- 
tisan California  Democrat  and  vocal  opponent  of  line- 
item  veto  authority,  commented, 
"I'm  amused  by  the  idea  that  the 
Republicans  are  going  to  be  the 
first  victims." 

Partisan  feelings  aside,  a  line- 
item  veto  is  a  good  idea.  It  will 
enable  presidents,  some  of  whom 
may  prefer  good  government  to 
perpetual  political  maneuvering,  to 
save  money  and  prevent  Congress 
from  pork- barreling  and  spending 
our  tax  receipts  frivolously. 

The  second  Clintonian  collec- 
tors' item  is  the  statement  made 
by  the  President  after  he  had 
signed  a  law  granting  the  District  of  Columbia's  finan- 
cial control  board  added  authority  to  take  away  much  of 
the  executive  powers  of  the  elected  mayor.  The  appoint- 
ed board  promptly  stripped  Mayor  Marion  Barry — cred- 
ited with  turning  Washington  into  a  city  resembling  a 
Third  World  capital — of  all  power  over  the  major  gov- 
ernmental departments  of  the  District.  But  Mr.  Clinton 
evidently  then  became  worried  that  he  might  lose  a  few 
supporters  by  helping  to  enact  this  law,  so  he  ordered 
budget  director  Frank  Raines  to  make  sure  that  the  new 
law  is  "consistent  with  home  rule."  There  is  no  con- 
ceivable way  that  stripping  an  elected  mayor  of  his  pow- 
ers could  be  anything  but  the  antithesis  of  home  rule. 
Unfortunately — for  the  mayor  and,  sadly,  for  the  city — 
it  was  the  right  thing  for  the  President  to  do  in  order  to 
save  Washington.  Hi 
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Nose  jobs 


BY  BEH  PAPPAS 


"It's  criminal 
to  overreduce 
a  nose,"  says 
Dr.  Michael 
Kane,  "If s 
bad  enough 
on  a  woman, 
it  looks  awful 
on  a  man." 


In  the  early  days  of  rhinoplasty  everyone 
wanted  an  Anglo-Saxon  button  nose.  Retrousse 
was  in.  Prominence  in  the  anterior  covering  of 
the  nasal  cavity  was  thought  by  many  to  be  too 
"ethnic,"  too  Jewish  or  South  European  or 
Slavic.  But  now  ethnic  is  in,  and  noticeable 
noses  are  thought  to  ooze  character  and,  yes, 


sexiness — especially  on  men.  Dr.  Issa 
Eshima,  chief  of  plastic  surgery  at  the 
University  of  California,  San  Francis- 
co Medical  Center,  reports  that  his 
male  patients  increasingly  want  noses 
that  cut  "a  strong  profile."  They're 
asking  for  noses  with  humps,  asym- 
metrical noses  and  noses  that  a  few 
years  ago  would  have  been  consid- 
ered too  big.  "They  don't  want  a 
female  nose  like  Rob  Lowe,"  he  says. 

In  Manhattan  Dr.  Michael  Kane,  a 
Fifth  Avenue  plastic  surgeon,  says 
that  when  male  patients  arrive  in  his 
office  with  visions  of  delicate,  bal- 
anced noses,  "I  talk  them  into  keep- 
ing a  bit  of  a  bump  in  their  nose." 

Well,  I'm  in  fashion.  One  sunny 
spring  day  during  a  pickup  basketball 
game  in  my  sophomore  year  at  Dart- 
mouth, my  roommate's  errant  elbow 
snapped  my  nose.  I  twisted  it  back, 
finished  the  game  and  only  decided 
to  see  a  doctor  the  next  day  when  my 
nose  swelled  so  badly  I  could  see  it 
clearly  without  the  help  of  a  mirror. 
The  doctor  informed  me  that  my 
beak  was  now  permanently  bent  to  the  left.  To 
reset  it,  he  would  have  to  re  break  it.  I  declined. 
One  break  was  enough. 

Thus  did  I  get  for  free  something  that  a  lot 
of  folks  pay  good  money  for  these  days.  Dr. 
Kane's  bill  for  a  nose  job,  including  hospital- 
ization and  anesthesia,  runs  as  high  as  $7,500. 


I  boycott,  therefore  I  am 


BY  CAROLINE  WAXLER 


One  company 
is  boycotted 
for  censoring 
pornography; 
another  is 
boycotted 
for  not 
censoring  it. 


Boycott  Quarterly,  a  Seattle-based 
publication,  lists  some  800  products 
currently  being  boycotted  by 
activists.  The  Label  Letter,  published 
bimonthly  by  a  division  of  the  AFL- 
Cio,  lists  20  boycotts  against  compa- 
nies seen  to  be  unfriendly  to  unions. 
A  search  for  the  word  "boycott"  on 
the  Internet  garners  26,850  hits. 

Pretty  much  everything  I  use  is  on 
somebody's  hit  list:  Perrier,  Crest, 
the  Wall  Street  Journal,  Minute 
Maid,  Saran  Wrap,  Dockers  chinos 
and  Smirnoff  vodka.  I'm  advised  by 
a  group  called  In  Defense  of  Animals 
not  to  make  any  donations  to  the 
Make-A-Wish  Foundation  of  Ameri- 
ca because  last  May  the  foundation 
granted  a  Minnesota  boy  diagnosed 
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with  cancer  his  dying  wish — to  go  to  Alaska  to 
hunt  bears. 

A  few  years  ago  Californians  Against  Cen- 
sorship Together  organized  a  boycott  against 
Blockbuster  because  the  chain  censors  "con- 
troversial"— read  X-rated  and  NC-17 — videos. 
But  the  American  Family  Association  is  boy- 
cotting Circle  K  convenience  stores  for  not  cen- 
soring (the  stores  sell  pornographic  magazines). 

Lambda  Alums  has  called  a  boycott  against 


Carnegie-Mellon  University  for  refusing  to 
grant  family  benefits  to  homosexual  partners; 
the  American  Family  Association  is  boycotting 
Disney  for  extending  benefits  to  partners  of 
homosexual  employees. 

Poor  Captain  Charles  Boycott.  He  was  a  rent 
collector  in  Ireland  whose  struggling  tenants 
turned  their  backs  on  him  in  punishment  for 
his  exactions. 

Did  even  he  deserve  this? 


S/he  is  a  shareholder,  too 


BY  DANIEL  ROTH 


How 

politically 
correct 
can  yon  get? 


Duke  Energy  Corp.  recently  sent  its  sharehold- 
ers an  updated  version  of  its  prospectus'  stock 
purchase  and  dividend  reinvestment  plan.  It's  a 
suitably  dull  document,  but  one  thing  caught 
our  eye.  Set  off  in  italics  on  the  inside  front 
cover,  Duke  warns:  "All  references  to  the  mas- 
culine gender  in  the  Prospectus  are  for  ease  of 
reference  only,  and  shall  be  deemed  to  refer  to 
both  the  masculine  and  feminine  gender." 


How  politically  correct  can  you  get?  Duke's 
supervisor  of  shareholder  services  knew  noth- 
ing of  this  ridiculous  exercise  in  gender-neu- 
trality and  suggested  we  ask  the  chief  financial 
officer,  who  figured  the  firm's  general  counsel 
might  have  an  answer.  Robert  Lucas,  Duke's 
in-house  attorney,  confesses:  "It  was  probably 
written  by  a  lawyer.  Maybe  the  very  one  you're 
talking  to."  ■■ 


Duke  Energy  Corporation 
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Personal  bankruptcy  may  be 
a  new  American  entitlement 

(see  story,  p.  113),  but 
Daniel  Bachman,  a  WEFA 
Group  economist,  expects  a 
slowdown  in  filings  in  1998. 
That's  because  there's  a 
one-year  lag  between  high 
rates  of  consumer  borrowing 
and  bankruptcies,  and  he 
thinks  borrowing  growth  has 
peaked.  In  the  first  quarter 
of  1996,  total  consumer 
debt  grew  13.2%  ov  -  the 
previous  12  months;  h 
1997's  first  quarte 
sumer  debt  rose  only 
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Closeup  on  the  Forbes  Index 


ASONDJFMAMJ  J 


225 

200 

175 

/ 

it  289. 3*+       Previous  287. 9T        Percent  change 


'Preliminary  tRevised 


The  Forbes  Index  is  a  measure  of 
U.S.  economic  activity  composed  of  eight 
equally  weighted  elements:  the  cost  of 
services  relative  to  all  consumer  prices, 
the  level  of  new  orders  for  durable  goods 
compared  with  manufacturers'  inventories, 
total  industrial  production,  new  housing 
starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail 
sales,  total  consumer  installment  credit. 
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qh  .»  Park  Avenue  Ultra  shown.  ©1997  6M  Corp.  All  rights  reserved. 

Park  Avenue  is  a  registered  trademark  of  GM  Corp  Buckle  up.  America1 

For  information,  visit  our  Web  site  at  http://www.parkavenue.buick.com  or  call  1-800-4A-BUICK. 


For  the  past  50  years  Madison  Avenue  has  made  its  big  money 
from  TV  commercials.  That's  why  the  Internet 
has  the  big  agencies  running  scared. 

Good-bye,  wing  tips, 
hello,  high-top  sneakers 


By  Joshua  Levine 

When  it  comes  to  eye-catching 
advertising,  the  personal  computer  is 
still  a  rude  beast  compared  with  tele- 
vision. On-line  graphics  remain 
clunky  and  primitive.  Given  the 
medium's  extravagant  early  hype,  on- 
line advertising  remains  decidedly 
underwhelming  so  far.  The  numbers 
seem  to  tell  it  all:  only  around  $500 
million  projected  for  this  year  for  all 
on-line  advertising,  next  to  televi- 
sion's $37  billion. 

That  is  changing.  "The  Internet  is 
already  on  the  same  trajectory  that 
radio  and  television  were  when  they 
first  emerged," 


CKS  founders 
William  Cleary, 
Mark  Kvamme  and 
Tom  Suiter  think 
Madison  Avenue's 
future  lies  on  the 
Left  Coast. 


says  Roger  Keat- 
ing, senior  vice 
president  of  the 
on-line  division 
at  cable  giant 
Comcast  Corp. 

Omnicom 
Group         Inc.  HH 
apparently  buys 

that  vision.  The  $2.6  billion  (rev- 
enues) ad  agency  holding  company 
owns  many  of  Madison  Avenue's 
jewels,  including  the  agency  that  gave 
you  Budweiser's  onomatopoeic  frogs. 
When  it  came  time  to  choose  a  new 
chief,  Omnicom  bypassed  all  the 
heavyweight  television  advertising 
guys  and  picked  John  Wren,  who 
spearheaded  Omnicom's  push  into 
high-tech  marketing. 

In  the  past  year  Wren  has  used 
Omnicom's  deep  pockets  to  buy 
around  40%  of  some  of  the  best  and 
brightest  "on-line  agencies" — shops 
with  names  like  Agency.com,  Organ- 
ic Online  and  Think  New  Ideas.  In 
these  outfits  a  scraggly  bunch  of 
twenty-somethings  figure  out  how  to 


market  through  the  PC. 

At  Razorfish,  in  which  Omnicom 
holds  a  minority  stake,  that  means 
writing  and  producing  an  ongoing 
Internet  soap  opera  whose  characters 
all  display  abnormally  heavy  usage  of 
the  Ralph  Lauren  cosmetics  and  fra- 
grances marketed  by  Razorfish  client 
Cosmair.  Example:  A  studly  fellow 
named  Zach  gets  his  face  banged  up 
in  a  motorbike  mishap;  click  on 
Zach's  granite  chin  to  learn  more 
about  the  appropriate  Ralph  Lauren 
facial  remedy. 

A  little  agency  in  Silicon  Valley 
thinks  it  represents  where  the  ad  busi- 
ness is  headed.  CKS  Group,  founded 
in  1987  by  three  Apple  alumni,  offers 
clients  a  full  array  of  marketing  ser- 


vices with  a  West  Coast  techie  orien- 
tation instead  of  Madison  Avenue 
glitter. 

With  revenues  of  $88.2  million, 
CKS  is  already  creating  digital  com- 
mercials for  At  Home,  a  high-speed 
on-line  service  that  uses  a  cable 
modem  to  hook  up  the  home  com- 
puter to  the  Internet.  At  Home  went 
public  in  July,  and  has  a  market  valu- 
ation of  $2.2  billion.  The  agency  has 
created  for  GM  a  series  of  questions 
on  the  viewer's  driving  habits;  those 
who  respond  get  a  recommendation 
for  a  specific  GM  vehicle.  An  early  ver- 
sion is  due  in  six  months,  gm's  cor- 
porate ad  agency,  N.W  Ayer  &  Part- 
ners, is  not  involved. 

The  future  is  looming  larger  than 
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Building  the  big  pipe 

Internet 

High-speed-access 

Annual  growth  rate 

%  of  Internet 

households 

households 

of  high-speed 

households  with 

(mil) 

(mil) 

households 

high-speed  access 

1996  14.2 

0.113 

_ 

0.80% 

1997  21.4 

0.309 

175% 

1.40 

1998  24.6 

0.990 

220 

4.00 

1999  26.8 

2.624 

165 

9.80 

2000  29.4 

5.772 

120 

19.60 

2001  33.0 

8.946 

55 

27.10 

Source:  New  Century  Communications,  November  1996. 

Advertising  on 
the  Internet  suffers 
from  slow  connec- 
tions to  home  PCs. 
Slow  speed  makes 
the  graphics  clunky 
and  dull.  That's 
changing  fast, 
and  when  it  does — 
look  out. 


the  restricted  universe  of  PC-using 
Internet  browsers.  Microsoft's  recent 
billion-dollar  investment  in  cable 
giant  Comcast  has  already  revived 
dreams  of  "convergence" — TV  and 
Internet  functioning  as  one  medium 
through  the  same  pipe,  in  this  case  a 
cable  wire.  The  hope  is  that  it  will 
convert  TV  viewers  from  couch  pota- 
toes into  interactives  by  offering 
them  a  more  lively  evening.  "Televi- 
sion has  been  the  same  experience  for 
the  past  50  years,"  says  Comcast 
President  Brian  Roberts.  "All  of  a 
sudden,  it's  a  whole  new  experience." 

Comcast's  Sarasota,  Fla. -based 
cable  system  has  already  upgraded 
with  cable-modem  capability  to  bring 
the  Internet  through  the  cable  wire  to 
the  PC.  Comcast's  ad  reps  now  sell 
cable  spots  and  Internet  services  on 
the  same  sales  call,  even  offering  a  ser- 
vice to  design  an  advertising  client's 
Web  page.  The  television  commercial 
does  the  hand-waving  stuff;  the  Web 
page  delivers  the  message.  "There's 
only  so  much  you  can  do  in  a  30- 
second  spot,"  says  Comcast's  Roger 
Keating.  "The  Web  is  unlimited." 

Tom  DeMartine  is  a  believer.  He 
owns  Sarasota's  Virgin  Island  Sailing 
Ltd.,  which  represents  some  2,500 
yachts  available  for  charter  in  the 
Caribbean.  It's  a  small  market:  A  typ- 
ical charter  costs  $1,400  per  person 
per  week.  DeMartine  appears  on 
Comcast's  cable  system,  which  steers 
potential  customers  to  his 
visailing.com  Internet  site. 

DeMartine  gets  about  ten  E-mail 
inquiries  every  morning  and  in 
response  E-mails  his  personalized 
suggestions  with  Internet  links  to  pic- 
tures of  the  specific  yachts.  He  says 
his  cable-Internet  combo  has  cut  the 
cost  of  a  lead  from  $20  to  $1.60, 
and  1  out  of  3  leads  book  charters, 
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the  pulse 


compared  to  1  out  of  15  on  televi- 
sion alone. 

Whether  Internet  interactivity 
largely  replaces  conventional  TV  or 
merely  supplements  it,  the  big  ad 
agencies  want  their  share.  In  the  past 
year  big  Madison  Avenue  holding 
companies  like  Interpublic  Group 
and  True  North  Communications 
have  been  following  Omnicom's  lead 
and  snapping  up  on-line  shops  at  a 
frantic  clip.  Interpublic  is  now  a 
12.5%  shareholder  in  cks. 

Eight  months   

ago  True  North, 
parent  of  ad  agency 
giant  Foote,  Cone 
&  Belding,  bought 
Modem  Media,  a 
hot  interactive  shop, 
and  incorporated  it 
into  its  own  in- 
house  interactive 
unit.  The  acquired 
outfit  promptly 
gobbled  its  host, 
which  is  now  firmly 
in  the  hands  of 
Modem's  two 
boyish  founders. 

With     the  big 
money  moving  in, 
on-line  advertising  is 
getting  a  lot  more 
sophisticated. 
Modem  Media's 
new  home  page  for 
Delta  Airlines  allows 
site  visitors  to  book  a 
flight,  view  a  layout 
of  the  aircraft  and 
select  a  seat,  check  MBI 
their  Sky  Miles  bal- 
ance, get  a  map  of  every  airport  Delta 
serves.  If  they  want  more,  they  can 
check  a  three-day  weather  forecast  for 
their  destination  and  browse  the 


schedule  for  local 
sports  teams. 

Delta    is  now 
testing  ticketless 
travel  in  some  mar- 
kets, which  allows 
passengers  who 
book  through  the 
home  page  to  show 
up  at  the  airport 
with  only  a  driver's 
license   to  claim 
their  reserved  seats. 
"If  you  think  back  two  years,  the 
home  page  was  just  a  glorified 
brochure,"  says  John  Nardone,  man- 
aging director  of  Modem  Media, 
New  York.  "Now  there's  a  transac- 
tion function,  and  suddenly  you're  at 
the  nexus  of  the  transaction  and  the 
communication  of  that  transaction." 

All  this  creates  huge  demand  for 
25-year-old  Internet-surfer  types  with 
computer  degrees  from  Stanford. 
They  are  pulling  down  $75,000  to 
$100,000  for  the  on-line  equivalent 
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haltingly  charming  and  hard 
to  resist  what  rat  h  wants. 
zatii  gets 

has  a  tug  shaggy  dog  named 
dreyfus  and  a  passion  lor 
classic  cars. 

Zach  and  JUBa  irara  college  svseftaara,  bw  thars  over  nov,  supposedly  Upon 
rrrushine  bv  school  In  the  Ctly,  Zachdecldad  ha  daln'l  vant  ro  be  *  \&vyti.  after  all 
With  student  loan*  op  the  vkoo.  he  vas  mote  than  happy  ©  accept  the  otter  ol 
house-strong  an  elderly  couple'*  brovnatone  vhlk  they  vcre  abroad  They  also  egrsad  id 
pay  him  a  generous  stipend  that  enables  turn  o  remain  directionless  for  some  vhat  longer 
While  contemplating  hi*  caning,  Zach  reign*  over  The  Brovnaeone  He  I*  totally  at  ease 
vtth  himself  He  is  eatially  comfortable  ma  toxedo  as  he  is  valklng  around  half  dressed 
m  boxer  shore  He  u  vary  playful,  but  vhen  he  plays,  he  plays  in  vln  Zach  is  adare 
devil  He  always  ha*  enough  money,  sun  he  can' '  effort  himself  He  bjgt*  anyone  vho,  
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On-line  advertis- 
ing's new  glitter: 
A  biweekly  soap 
opera  for  Ralph 
Lauren  cosmet- 
ics, with  hot 
links  to  product 
information. 


of  a  traditional  agency  account  exec- 
utive, who  might  expect  to  make 
$35,000  to  $45,000.  "Ad  agencies 
are  figuring,  we  better  get  these  guys 
or  we're  dead — and  they  don't  even 
really  know  what  it  is  they're  get- 
ting," says  ad  agency  headhunter  Paul 
Gumbinner. 

The  way  things  are  going,  it's 
only  a  matter  of  time  before  the 
Madison  Avenue  suits  start  coming 
to  work  wearing  sneakers  instead 
of  wing  tips.  ■! 
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Is  Warren  Buffett 
zeroing  out? 

By  Gretchen  Morgenson 

We  HEAR  from  a  credible  source:  that 
Warren  Buffett  is  buying  zero  coupon 
long-term  Treasury  bonds  on  a  large 
scale. 

We  picked  this  information  up  from 
zero  coupon  bond  desks  at  some  of  Wall 
Street's  biggest  firms.  Five  of  the 
biggest  bond  dealers  report  inquiries 
from  Berkshire  Hathaway,  an  account 
that  rarely  ventures  into  bonds.  Accord- 
ing to  our  information  Berkshire  Hath- 
away has  been  quietly  buying  zero 

coupon  U.S.  Treasury 
bonds  in  20-  to 
23-year  maturi- 
ties since  late 
July. 
If  the 


rumor  is  true, 
Buffett  and 
his  partner, 
Charlie  Munger, 
may  be  betting  on 
a  recession  or  at  least  a 
business  slowdown,  either  of  which 
;  could  drop  interest  rates  and  thereby 
|  push  up  the  prices  of  long-term  bonds. 
The  pair  rarely  buy  bonds  except  to 
speculate  on  price  rises.  Long-term  zero 
coupon  Treasurys  are  a  pure  way  of 
speculating  on  falling  interest  rates. 

Has  the  sage  of  Omaha  concluded 
that  the  stock  market  is  overpriced  and 
long  bonds  underpriced?  We  simply  do 
not  know.  Buffett  didn't  return  our  call. 
No  surprise  there.  His  office  reminded 
us  that  he  never  comments  on  what  he's 
buying  or  selling. 

In  short,  this  could  be  a  very  big 
deal,  a  real  sign  of  a  market  top.  Or  it 
could  just  be  some  portfolio  reshuffling 
in  a  multibillion-dollar  portfolio 

All  we  know  for  sure  is  that  Berk- 
shire is  buying  long  Treasurys.  One 
venerable  zeros  trader  says  he'd  never 
previously  done  a  trade  with  the  Berk- 
shire account — evidence  that  the  giant 
investment  company  could  be  spread- 
ing business  aroun  I  se  the  size 
of  its  order.  "You  d<  much 
information  from  thi 
source  says.  ■■ 


Lawmakers  have  long  used  tax  policy 
to  reward  contributors.  They  have  now  discovered 
that  tax  policy  is  also  an  excellent  instrument  of— 
to  be  blunt  about  it— extortion. 

Look  who's  running 
a  protection  racket 


By  Gretchen  Morgenson 

Does  anybody  still  believe  that  the 
chief  purpose  of  tax  policy  is  to 
finance  the  government?  For  decades 
Congress  has  fiddled  with  the  tax 
code  to  reward  its  more  generous 
constituents.  If  taxes  worked  as  a 
reward,  why  not  as  a  weapon? 

You  see  the  change  in  the  way  lob- 
bying is  currently  done  in  Washing- 
ton. It's  no  longer  enough  to  hire  a 
lobbyist  to  get  a  special  dispensation, 
to  play  offense,  as  it  were.  Today  you 
must  also  play  defense,  paying  to  pro- 
tect yourself  from  being  the  victim  of 
a  drive -by  tax  increase. 

John  Endean,  lobbyist  for  the 
American  Business  Conference, 
explains:  "It's  like  a  prophylactic 
medicine.  You  have  to  keep  giving 
because  you  don't  know  what  virus 
you'll  be  hit  with  next." 

To  extend  Endean's  metaphor, 
smart  businesses  don't  wait  for  the 
first  sneeze  before  taking  the  medi- 
cine. A  congressman  need  only  say 
a  few  words  about  changing  an  aspect 
of  tax  law — and  money  pours  in  from 
lobbyists  and  pacs  intent  on  averting 
disaster. 

The  line -item  veto  adds  yet  anoth- 
er level  of  expense  for  lobbyists 
and  their  clients.  You  pay- 
with  generous  campaign 
contributions — for  a  tax 
break,  only  to  find  it 
knocked  out  at  the  White 
House.  Better  buy  a  little 
protection  there,  too.  Gam- 
ing the  tax  code  has  gotten  a 
lot  more  expensive. 

Realizing  they're  in  a 
growth  business,  lobbying 
firms  are  staffing  up.  In  the 
first  six  months  of  this  year 
the  number  of  registered 


Power  is  much 
more  diffuse 
than  in  Wilbur 
Mills'  time. 


lobbyists  rose  5%.  During  the  same 
six  months  in  1992 — the  only  similar 
period  for  which  the  Clerk  of  the 
House  can  give  figures — the  number 
of  lobbyists  increased  by  just  2%. 

That's  in  part  because  tax  policy 
has  become  so  important  that  all  con- 
gresspeople  are  involved,  not  just 
those  on  the  appropriate  committees. 
James  Albertine,  a  lobbyist  with 
Albertine  Enterprises  in  Washington, 
describes  today's  situation:  "Power  is 
much  more  diffuse  than  in  the  days 
of  Wilbur  Mills,  or  even  Rostenkow- 
ski,  Dingell  and  Russell  Long.  It  has 
gotten  a  great  deal  more  complex  to 
make  something  happen." 

Never  has  the  law  of  unforeseen 
consequences  been  better  illustrated 
than  in  this  situation.  Start  with  the 
1994  House  rule  setting  six-year 
term  limits  for  each  congressional 
committee  chairman.  Now  the  power 
to  manipulate  the  tax  code  shifts 
every  six  years.  Don't  snub  that  fresh- 
man congressperson.  You  never  know 
when  he  or  she  will  have  a  voice  in 
tax  matters  affecting  your  business. 

Circumstances  thwart  most  efforts 
at  reforming  the  system.  A  January 
1996  Senate  rule  says  no  gift 
worth  $50  or  more  can  go 
to  lawmakers.  The  House's 
rule  bans  gifts  except  of 
nominal  value.  Lobbyists 
can  no  longer  invite  a  leg- 
islator to  play  a  round  of 
golf,  or  even  to  dinner  at  a 
modestly  priced  restaurant. 
But  the  bill  does  not  say 
you  can't  entertain  him  or 
her  at  a  lavish  dinner  for 
hundreds  of  people  where 
the  ticket  of  admission 
costs  ten  times  as  much  as 
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the  food  and  where  the  surplus  goes 
right  into  a  campaign  fund.  Says 
Albertine:  "Ten  years  ago  you  had 
fundraising  cycles.  PACs  had  to  gear 
up  when  their  members  were  up  for 
reelection.  Now,  two  days  after  the 
election,  we  get  faxes  for  fundraisers." 
These  announcements  are  more  like 
a  summons  than  an  invitation.  The 
wary  lobbyist  or  businessperson  will 
think  twice  before  turning  down 
requests  to  buy 
$10,000  tables. 
You  never  know, 
do  you?  Especially 
if  the  President, 
the  Vice  President 
or  your  local  con- 
gressperson  is 
guest  of  honor. 

Examples  of 
what  happens  to 
those  who  are  too 
slow  to  take  out 
their  checkbooks  or 
nurture   the  right 
relationships:  the  air- 
line industry — in  the 
recent  bill  it  got 
whacked.  Congress 
reimposed  a  heavy 
tax    on  domestic 
flights,  and  socked 
international  travel- 
ers  with    $24  in 
departure  and  arrival 
taxes.    Then  Con- 
gress added  a  new 
7.5%   tax   on  fre- 
quent-flier miles. 
"The  airlines  weren't  m 
very  diligent,"  says 
one  lobbyist  who  was  involved. 
"USAir's  pac  only  has  $10,000  in 
cash  on  hand.  Not  enough." 

The  airlines  were  fair  game,  too, 
because  they  are  not  especially  popu- 
lar. As  a  result  of  their  bargain  fares, 
the  skies  are  often  crowded  and  ser- 
vice perfunctory.  Few  people  love  the 
airlines.  They  were  easy  targets. 

Says  John  Motley,  chief  lobbyist  for 
the  National  Federation  of  Retailers, 
"What's  true  in  the  jungle  is  true  in 
Washington:  If  you  appear  to  be 
weak,  you  become  prey." 

No  group  is  more  adept  at  work- 
ing the  jungle  than  the  National  Edu- 
cation Association,  the  larger  of  the 
two    national    teachers'  unions. 


Whereas  airlines  are  not  very  popular, 
everyone  loves  education.  But  this 
tough  union  doesn't  depend  on  good 
will  alone.  In  the  1995  election  cycle 
the  nea's  PAC  disbursed  $5  million — 
making  it  the  fifth-biggest  spender 
among  PACs — and  gave  $2.3  million 
to  individual  congresspeople — plac- 
ing it  sixth  in  that  category.  Ninety- 
eight  percent  of  these  funds  went  to 
Democrats.  In  1995-96  the  NEA  gave 


$465,000  in  "soft  money"  to  nation- 
al and  state  political  parties. 

What  did  the  teachers'  unions  get 
in  return?  Plenty.  The  education  IRA, 
for  instance,  which  allows  parents  to 
contribute  $500  a  year  to  an  account 
for  each  child  from  which  money  can 
be  withdrawn  tax-free  to  pay  for  col- 
lege tuition.  Reasonably  enough,  this 
legislation  started  out  covering 
tuition  at  primary  and  secondary 
schools  as  well.  To  the  NEA  lobbyists, 
that  looked  too  much  like  the  hated 
vouchers  system — a  diversion  of  tax- 
payer money  to  private  schools.  At 
the  union's  request,  Clinton  report- 
edly threatened  to  veto  this  provision, 
and  the  Republicans  quickly  caved  in. 


Another  lobbying  effort  that  paid 
off  for  special  interests  was  run  by  the 
real  estate  investment  trust  industry. 
Although  a  relatively  small  group,  it 
won  all  of  the  12  changes  in  the  tax 
code  that  it  asked  for.  One  of  the 
changes  increases  the  number  of 
properties  a  REIT  can  buy  and  sell  in  a 
one-year  period  without  jeopardizing 
its  tax-free,  pass-through  status.  Out- 
side the  business  no  one  paid  much 
attention  because 
the  change  is  esti- 
mated to  cost  the 
Treasury  only 
$34  million  over 
four  years,  but  it's  a 
sweet  break  for  the 

REITS. 

Also  tucked 
into  the  tax  bill:  a 
provision  that 
permits  REITs  to 
offer  things  like 
aerobic  and  ten- 
nis lessons  at 
»  RElT-owned 
apartment 
complexes 
without 
endanger- 
ing their  priv- 
ileged tax  status. 
To  what  do  the 
REITs  owe  such  sym- 
pathetic treatment? 
The  efforts  of  Tony 
Edwards,  treasurer  of 

N ARE  IT  PAC,  the  REIT's 

two-year-old  political 
action  committee. 
Edwards  says  the 
REITs  had  been  pushing  for  changes 
in  the  tax  law  for  about  five  years  but 
were  frustrated  and  decided  they 
needed  a  PAC.  "It's  always  been 
important  to  give,"  says  Edwards, 
delicately.  "Only  now,  it's  more  so. 
Somebody  has  to  make  sure  the 
changes  get  in  there." 

Edwards  spoke  to  Forbes  from  an 
airport  en  route  to  Washington  from 
a  Dallas  fundraiser  for  Texas  Repub- 
lican and  Ways  &  Means  Committee 
member  Samuel  Johnson.  But  the 
REITs  don't  just  rely  on  their  relative- 
ly small  PAC.  One  of  their  own,  John 
Price,  chief  executive  of  Salt  Lake 
City's  JP  Realty  Inc.,  may  be  Utah's 
biggest  Republican  donor.  During 
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1995-96  Price  gave  more  than 
$200,000  to  Republicans,  much  of  it 
soft  money. 

Congress  now  writes  provisions 
that  expire  each  year  into  tax  laws. 
Neat.  That  way  you  can't  just  buy  a 
congressperson  once;  you  have  to 
rebuy  him  or  her  every  year.  Take  the 


now-you-see-it,  now-you-don't 
research  and  development  tax  credit. 
This  is  a  big  deal  to  Silicon  Valley  and 
the  biotech  industry.  Shaking  the 
money  tree  of"  these  industries  is  now 
nearly  an  annual  event  for  pols. 

"Political  power  is  most  effective 
when  executed  invisibly,"  says  James 


Lucier,  at  Americans  for  Tax  Reform. 
How,  you  may  well  ask,  can  tax  policy 
be  invisible  when  it's  front  page 
news?  That's  a  naive  question.  A  tax 
break  or  a  tax  punishment  is  as  good 
as  invisible  when  it  is  buried  in  4,000 
pages  of  code.  Invisible?  Impenetra- 
ble? What's  the  difference?  m 


TRENDS 


Generation-X  has  come  of  age.  What  will 
the  following  generation,  kids  now  in  the  cradle  to  21, 
be  like  when  they  ripen  into  consumers? 

A  more  tolerant  generation 


By  Dyan  Machan 


Good-bye  to  body-piercing,  green 
hair,  grunge  music  and  the  deliber- 
ately uncouth  look.  Hello  to  kids 
who  look  up  to  their  parents  and 
think  bowling  is  fun.  Whatever  the 
post-Generation-X  kids  end  up  being 
called,  it  looks  like  they  are  going  to 
be  a  lot  different  from  the  generation 
that  precedes  them. 

Our  authority  for  that  statement  is 
Judy  McGrath,  pre  r  of  MTV: 
Music  Television.  Ml      rh  should 


know  because  keeping  her  job 
depends  on  pleasing  kids  now  too 
young  to  vote,  as  they  move  up  the 
generational  ladder.  "Eight  months 
ago  the  mood  started  lightening  up," 
says  McGrath.  "Unlike  the  grunge 
point  of  view  of  Generation-X,  there 
is  more  optimism  in  this  group." 

If  that's  so,  it  has  heavy  implica- 
tions for  businesses  that  sell  consumer 
goods  to  the  young.  MTV,  with  its 
combination  of  music  videos  and 


MTV's  Judy  McGrath 
tracks  a  moving  target 
"Now  parents  are  cool. 
Kids  want  to  marry 
younger,  stay  home  and 
not  go  out  to  clubs." 


lifestyle  shows,  is  enor- 
mously popular  with 
the  18-  to  34-year-olds 
who  are  early  in  their 
careers  as  consumers — 
so  popular  that  MTV's 
ad  revenues  have 
tripled  in  the  last  five 
years,  to  $600  million, 
and  have  provided 
much  comfort  to  the 
otherwise  sorely  afflict- 
ed Sumner  Redstone 
and  his  Viacom.  Unlike 
most  TV,  where  talent 
costs  are  high,  MTV  gets 
its  music  programming 
relatively  cheap.  MTV 
has  pretax  margins  of  close  to  50%, 
compared  with  cnn's  25%  or  so. 

Being  able  to  keep  up  with  the 
kaleidoscopic  moods  of  the  very 
young — a  moving  target — is 
Viacom's  best  asset.  McGrath's  job  is 
to  preserve  this  ephemeral  asset. 

I  am  lunching  with  McGrath  in  the 
seventh -floor  Viacom  cafeteria,  in  the 
heart  of  Times  Square.  Before 
McGrath  and  I  walk  in,  the  average 
age  in  the  place  is  probably  25.  Youth 
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serving  youth. 

Thinking  of  my  own  7-year-old 
twins,  I  want  to  know  more  about 
these  attitudinal  changes.  "The  'us 
versus  them'  quotient  is  down," 
McGrath  says,  nibbling  on  a  Caesar 
salad.  "Now  parents  are  cool.  Kids 
want  to  marry  younger  and  stay 
home  instead  of  going  out  to  clubs. 

"Unlike  [members  of]  the  last 
minigroup,  who  felt  they  wouldn't 
earn  money  and  lead  comfortable 
lives,  this  group  says  they  will.  They 
want  good  jobs  and  think  saving 
money  is  cool." 

A  product  of  the  bull  market  and 
the  generally  rosy  economy?  Perhaps. 
The  older  kids  were  raised  amid  infla- 
tion, recession  and  the  lingering  sour- 
ness of  Vietnam. 

Kids  respectful  of  their  parents? 
Dressing  like  civilized  people?  Open- 
ing savings  accounts  instead  of  rush- 
ing to  the  record  store?  Sounds  too 
good  to  be  true.  I  voice  my  doubts. 
McGrath  is  44.  How  does  she  know 
what  14-year-olds  are  dunking?  "I  am 
a  voyeur,"  she  answers.  "I  do  lots  of 
scientific  and  unscientific  research." 

Research?  She  explains  that  MTV 
hires  60  interns  a  year,  ages  18  to  22. 
The  place  is  like  a  laboratory  of  tastes 
and  styles:  "One  year  they  all  look 
like  hippies.  The  next  year  they're 
wearing  black,  the  next  nobody  has 
any  hair,  and  the  next  you  can't  tell 
the  genders  apart." 

McGrath  explains  that  she  is  there 
not  to  judge  but  to  learn.  "My  job  is 
not  to  be  the  taste  police.  I  make  an 
environment  where  the  interns  feel 
welcome."  Then  she  watches  and  lis- 
tens as  if  her  livelihood  depends 
upon  it — which  it  does.  "If  we  lose 
them,  we  have  nothing,"  she  says. 

McGrath,  the  cool  mother 
teenagers  crave,  was  28  when  she 
started  in  the  year  MTV  debuted, 
1981.  Beginning  as  a  copywriter  of 
MTV  promotions,  she  moved  up  to 
creative  director,  shaping  mtv's  up- 
to-the-moment  look. 

McGrath  once  said  that  the  person 
running  MTV  shouldn't  be  wearing 
sensible  shoes.  I  peek  under  the  table: 
low  beige  pumps.  "Seem  sensible  to 
me,"  I  say.  She  frowns,  lifts  the  edge 
of  her  ankle-length  skirt,  then 
reports:  "Well,  sensible  shoes  are 
popular  right  now." 


"These  kids 
socialize 
differently. . 
Now  cliques 
contain  one 
jock,  one 
hippie." 


Of  the  consumers  wearing  them 
she  says:  "These  kids  socialize  dif- 
ferently and  reject  labeling.  It  used 
to  be  you  could  tell  a  person  from 
their  clique:  the  stoners,  the  jocks, 
the  computer  whizzes. 
Now  cliques  contain  one 
jock,  one  hippie — little 
diversified  families.  'We 
are  a  tolerant  generation,' 
they  say." 

Sniffing  this  tectonic  shift 
in  attitudes,  McGrath  over- 
hauled her  programming 
starting  early  this  year.  Out 
went  the  ill-tempered  nega- 
tivism of  the  Beavis  and  Butt-head  vari- 
ety. In  came  sassier,  more  positive 
shows  like  Daria,  and  quirky  programs 
like  Oddville,  which  features  a  group  of 
oddballs  who  accept  one  another's 
eccentricities  with  deadpan  humor. 


Cultural  snapshots 


MTV  sees  some  subtle  but  growing 
shifts  in  the  overall  mind-set  of 
America's  14-  to  25-year-olds. 

NeotraditionaSism 
•stability 

Individualism/personal  style 

•entrepreneurs  as  heroes 
•independent  movies/music 


Commercialism/hype 


Rebellion 


Intellectualism 
•importance  of  reading 

Escapism/spirituality 

Source:  MTV  research. 


MTV  perennials  like  The  Real  World 
and  Road  Rules  are  being  restyled 
accordingly.  Real  World  cast  mem- 
bers are  now  filmed  working  at  day 
care  centers,  playing  to  their  genera- 
tion's interest  in  volunteerism. 
McGrath's  research  tells  her  the 
younger  group  is  interested  in 
India — a  touch  of  the  mystical.  So 
mtv's  travel  show,  Road  Rules,  will 
probably  go  to  India  next  year.  Sex 


and  scatology  aren't  entirely  out,  but 
look  for  some  religious  themes,  too. 

What  are  the  implications  for 
advertisers?  "They  like  brands  with 
heritage.  Contrived,  hard-edged  fash- 
ion is  dead.  Attitude  is 
over.  They  like  what's 
nice  and  fun  in  fashion 
and  sports.  They  like  the 
Baby  Gap  ads;  they're 
simple  and  sweet." 

These  changes  make 
sense,  according  to 
McGrath.  We  are  now 
greeting  the  most  self- 
reliant  subgeneration  we 
have  had,  one  that  had  to  adapt  to 
Mom  and  Dad  both  working  or  to  a 
single  parent.  And  since  it  has  been 
old  enough  to  understand  the  word, 
it  has  never  known  a  recession. 

Of  course,  this  is  not  to  say  we 
are  going  back  to  the  Eisenhower 
era.  "The  kids  are  hyperaware  that 
their  parents  may  have  sacrificed 
everything  for  their  jobs,  and  they 
don't  want  to  fall  into  that  trap. 
They  like  money,  but  not  the  high- 
end  stuff. 

"Every  year  I  put  out  sort  of  a 
phrase  from  a  song  in  my  budget  pre- 
sentation when  I  go  to  Viacom.  Last 
year  it  was  alternative  musician  Beck: 
'I'm  a  loser,  baby,  so  why  don't  you 
kill  me?'  This  year  I  quote  from 
singer  Alanis  Morissette:  'I've  one 
hand  in  my  pocket,  the  other  one 
giving  the  high  five.'  " 

It's  an  unspoken  rule  at  MTV  that 
when  producers  reach  30,  they  move 
on.  Why  is  the  middle-aged  McGrath 
still  in  charge?  She  thinks  for  a 
moment  and  replies:  "I  guess  I  give 
myself  the  Sixties  folk  singer  Neil 
Young  reality  test.  He  said  at  the 
Rock  &  Roll  Hall  of  Fame  that  he's 
not  going  to  put  down  his  guitar  as 
long  as  he's  making  the  stuff  that 
people  like." 

We  return  to  her  24th -floor  office. 
The  backdrop  is  the  teeming  life  of 
Times  Square.  She  picks  a  framed  pic- 
ture of  herself,  her  husband  and 
daughter  off  the  floor.  I  ask  about  her 
husband.  He  quit  his  job  at  the  Fed- 
eral Reserve  Bank  of  New  York  to  be 
a  stay-at-home  dad.  What  does  he  say 
when  people  ask  him  what  he  does? 
His  preferred  response:  "About 
what?"  We  both  laugh.  BH 
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, :  wring  a  big  spender  to  run  Motown  Records,  the 
suits  at  PolyGram  failed  to  do  enough  due  diligence. 

Hairstylists,  anyone? 


By  Robert  La  Franco 


look  deep  enough.  Says  one  industry 
insider  of  his  uptown  stint:  "Every 
year  he  had  more  success  on  the  top 
line,  but  the  bottom  line  kept  getting 
worse  and  worse." 

As  it  did  at  Motown.  Harrell 
boosted  the  label's  headcount  by 
about  50%  in  his  first  year.  He  hired 
an  "artist  development  team," 
including  a  hairstylist  and  a  choreog- 
rapher, then  added  producers  for  a 
new  film  and  television  department. 
In  came  a  handful  of  executives  paid 
between  $500,000  and  $1  million 
per  year.  Four  of  those  executives 
were  soon  fired,  with  big  settlements. 

Then  there  was  the  seven-figure, 
self-promotion  campaign  ("Uptown 
to  Motown")  in  media  outlets  like 
Vanity  Fair  and  posters  in  New 
York's  subways,  capped  by  moving 
Motown's  headquarters  from  Los 
Angeles  to  New  York.  One  source 
figures  the  move  alone  cost  $10 
million. 

What  did  PolyGram  get  for  all  this 
spending?  Harrell  signed  close  to  30 
new  acts,  but  few  have  released 
albums  and  none  have  broken  the  1- 
million-copies-sold  barrier  that 
would  qualify  an  act  as  a  major  hit. 
Last  year  PolyGram  took  a  $92  mil- 
lion charge;  a  chunk  of  that  related 
to  Harrell  and  Motown. 

Because  of  his  knack  for  finding 
new  acts,  industry  insiders  won't 
write  Harrell  off.  Unfortunately, 
PolyGram  had  no  choice.  ■■ 


If  you  thought  Michael  Ovitz  was 
an  expensive  hire  for  Disney,  look 
what  Andre  Harrell  cost  Dutch  con- 
glomerate PolyGram.  Harrell,  who 
abruptly  resigned  as  president  of 
PolyGram's  Motown  Records  last 
month,  managed  to  lose  as  much  as 
$100  million  in  22  months  on  the 
job.  Harrell  himself  reportedly 
walked  away  with  an  additional  $29 
million. 

Poor  PolyGram.  It  paid  $301  mil- 
lion to  buy  Motown  from  a  Boston 
Ventures  partnership  in  1993,  $240 
million  more  than  the  partnership 
had  paid  for  it  five  years  before.  The 
Motown  catalog  had  some  great 
1960s  names:  Diana  Ross,  the  Temp- 
tations and  Stevie  Wonder.  It  needed 
someone  to  add  new  acts  to  exploit 
the  burgeoning  R&B  music  market  of 


Motown's  missed  market 

l 

Label 

Distributor 

Album  units 

Death  Row  Records 
Bad  Boy  Entertainment 
LaFace  Records 

Interscope  Records 
Arista  Records 
Arista  Records 

17  million  sold  since  October  1995 
10  million  shipped  since  October  1995 
8  million  shipped  since  October  1995 

1987 

1996 

Market  share  of  R&B 
and  rap  music  in  the  U.S. 

12.8% 

21% 

Sources:  record  companies;  Recording  Industry  Association  of  America. 

the  1990s  (see  above). 

Harrell,  37,  looked  like  the  perfect 
guy.  At  mca's  Uptown  Entertain- 
ment he  spawned  platinum  acts  like 
Mary  J.  Blige,  Jodeci  and  Heavy  D. 
He  even  hired,  then  fired,  the  current 
superstar  of  the  rap  music  scene,  Sean 
(Puffy)  Combs.  But  PolyGram  didn't 


As  Harrell  spent  himself 
out  of  work, 

the  business  of  black  music, 
now  21%  of  the 
$12.5  billion  U.S.  music 
business,  was  booming. 
Here's  what  the  competition 
was  doing  during  Harrell's  watch. 
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B-wayadjustable  seat  that  fits  yours  perfectly  Its  beating  a  teenager  at  anything. 


It's  steering  wheel-mounted  audio  controls  that  let  you  play  Beethoven's  entire 


Fifth  Symphony  with  one  hand.  It's  taking  the  time  to  do  absolutely  nothing.; 


It's  knowing  you  could  buy  a  Porsche  and  not  needing  to.  It's  the  Acura  RL 


The  True  Definition  of  Luxury.  Yours:  ®ACURA 


A  promise  to  respect  your  sense  of  style,  most  of  tke  time. 


A  promise  one  day  you'll  meet  anotker  man  tkis  trusting. 


A  promise  to  provide  for  you,  no  matter  w  kat. 


We  Kelp  you  keep  your  promises.®  For  more  than  145  years,  people  across  America  have  relied  on  us  to  insure 
their  lives  and  financial  future.  With  over  $130  billion  in  assets  under  management  and  excellent  ratings, 
MassMutual  and  its  subsidiaries  have  the  financial  strength  to  help  families  and  businesses  keep  their  promises. 
To  learn  more,  or  for  career  opportunities  in  sales,  call  your  local  MassMutual  representative  or  l-800-272"22l6. 
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Though  his  latest  venture  is  a  software  company,  John  Pappajohn  doesn't 
even  use  a  computer.  His  mind  and  experience  are  his  computers. 

From  Iowa 
to  Wall  Street 


By  William  Green 

In  April  1996  American  Physician 
Partners  was  merely  a  concept 
dreamed  up  by  John  Pappajohn,  a 
venture  capitalist,  and  Dr.  Derace 
Schaffer,  a  radiologist. 

Their  idea:  to  create  America's 
largest  low-cost  provider  of  radiology 
services,  such  as  X  rays  and  mam- 
mography. Moving  at  bewildering 
speed,  they  hired  a  chief  executive 
who  had  headed  an  eye-care  firm, 
raised  capital  from  private  investors 
and  began  recruiting  more  than 
200  radiologists.  For  his  trouble 
Pappajohn  got  1  million  shares  for 
just  $125,000.  And  Schaffer  got  an 
equal  stake. 

Within  months  the  Dallas-based 
company  boasted  annualized  rev- 
enues of  $150  million. 

American  Physician  Partners  is 
slated  to  go  public  in  mid-September 
at  around  $15  a  share.  If  the  offering 
goes  smoothlv,  Pappajohn's  initial 
$125,000  stake  will  be  worth  $15 
million — a  120-fold  return  in  18 
months.  Says  he,  "You  don't  know 
anybody  who  makes  money  easier 
than  I  do." 

In  fact,  not  many  people  have  ever 
heard  of  John  Pappajohn,  69,  of  Des 
Moines,  Iowa.  He  has  received  no 
press  outside  his  home  state,  but 
his  investment  acumen  is  the  stuff  of 
legend.  Wrhen  he  set  up  shop  as  a 
venture  capitalist  in  1969,  he  had 
$100,000.  By  investing  that  money 
in  health  care  startups  he  has  turned 
it  into  a  personal  fortune  of  more 
than  $200  million. 

While  other  venture  capitalists  take 
in  funds  from  institutional  investors 
and  rich  individuals,  Pappajohn's  ven- 
ture fund  consists  solely  of  his  own 
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money.  "If  you  have  partners,  it's 
very  restrictive,"  says  he.  "I  don't 
have  to  account  to  anybody." 

In  the  past  27  years  he  has  found- 
ed more  than  two  dozen  public  com- 
panies. The  key  is  "to  be  there  first  or 
very  early,"  says  Pappajohn.  "Wall 
Street  will  pay  more  for  a  successful 
new  idea." 

The  $100,000  that  launched  Pap- 
pajohn on  his  career  as  a  venture  cap- 
italist did  not  come  easily  or  early.  A 
child  of  poor  immigrants,  Pappajohn 
was  born  in  Greece  and  grew  up  in 
Mason  City,  Iowa,  where  his  father 


ran  a  corner  grocery  store.  The  family 
didn't  have  a  telephone  and  shared  a 
car.  His  father  died  when  Pappajohn 
was  16,  leaving  him  to  support  his 
mother,  who  spoke  no  English,  and 
his  younger  brothers,  Aristotle  and 
Socrates. 

From  there  it's  a  classic  immigrant- 
boy-makes-good  story.  Pappajohn 
took  over  the  store,  often  working 
from  6  a.m.  to  10  p.m.  To  pay  his 
way  through  the  University  of  Iowa, 
he  toiled  as  a  supermarket  butcher.  It 
took  him  six  years  to  graduate 
because  he  took  turns  with  his  broth- 
ers going  to  school.  But  by  the  time 

!=  he  graduated  in  1952,  he  had  saved 

I  $2,000. 

There  was  an  irresistible  entrepre- 
neurial streak  in  this  shopkeeper's 
son.  After  eight  years  selling  life 
insurance,  Pappajohn  founded 
Guardsman  Life,  which  he  eventual- 
ly took  public.  After  seven  years,  he 
cashed  out.  The  insurance  business 
offered  a  good  living,  but  you  could 
not  get  rich  selling  such  a  competi- 
tive product.  He  needed  something 
fresh,  something  different.  He  was 
then  41. 

One  of  his  first  deals  involved  Kay 
Laboratories,  a  San  Diego-based 
company  that  held  patents  for  ice 
packs  and  hot  packs  used  in  hospitals. 
Pappajohn  invested  his  fund,  raised 
more  money  privately,  then  helped 
arrange  a  public  offering.  Kay,  which 
was  later  acquired  by  American  Hos- 
pital Supply,  made  Pappajohn  his  first 
million. 

Bigger  deals  quickly  followed.  One 
of  the  most  lucrative  involved  Care- 
mark, America's  first  home  health 
care  company.  Caremark  helped 
patients  with  chronic  digestive  dis- 
orders avoid  costly  hospital  visits  by 
enabling  them  to  feed  themselves  at 
home.  "If  you  could  save  money  for 
patients  and  health  care  providers," 
Pappajohn  reasoned,  "Wall  Street 
would  love  it." 

That  could  well  be  Pappajohn's 
slogan,  because  in  whatever  he  does, 
one  of  his  first  questions  is:  How  will 
this  play  on  Wall  Street?  Caremark, 
which  was  ultimately  sold  to  Baxter 

Venture  capitalist  John  Pappajohn 

In  his  Des  Moines  sculpture  garden. 


International,  made  him  more  than 
$12  million. 

His  biggest  coup  involved  Quan- 
tum Health  Resources,  a  home  health 
care  company  that  he  helped  found 
in  1988.  Quantum  provided  hemo- 
philiacs with  medication  and  taught 
them  to  inject  themselves  intra- 
venously at  home. 

Pappajohn  was  Quantum's  largest 
shareholder,  buying  1.6  million 
shares  of  the  company  at  12M  cents 
a  share. 

In  1991  Quantum  went  public  at 
$12  a  share  and  was  later  acquired  by 
the  Olsten  Corp.  Pappajohn  made 
over  $25  million  in  six  years  on  a 
$200,000  investment. 

While  he  thinks  Wall  Street,  Pap- 
pajohn never  forgets  that  he  is  nur- 
turing a  business.  His  chief  executives 
often  develop  an  intense  admiration 
for  both  his  insight  and  his  integrity. 
"John  Pappajohn  is  my  role  model," 
says  Antone  Lazos,  who  founded  a 
company  with  him  in  the  1980s. 
"He's  a  visionary  with  old-world 
values." 

One  reason  his  executives  admire 
him  is  that  he  lets  them  run  the  busi- 
ness but  is  always  ready  to  offer 
advice  if  asked.  Says  he,  "I  like  to  be 
the  key  director  that  they  turn  to 
when  they  need  help." 

When  his  businesses  get  in  trouble, 
Pappajohn  doesn't  bail  out.  Core,  a 
company  that  helps  employers  reduce 
their  disability  costs,  hit  a  wall  in 
1994  when  an  accounting  glitch 
delayed  its  acquisition  of  another 
firm.  Core's  chief  executive,  George 
Carpenter,  called  Pappajohn  in  dis- 
tress, confessing  that  he  had  no 
money  for  his  payroll.  Within  hours 
Pappajohn  had  lent  Core  $200,000. 
"He  literally  saved  the  company," 
says  Carpenter.  Pappajohn,  who 
prides  himself  on  his  instincts  about 
companies,  was  justified  in  his  faith. 
Core's  stock  has  tripled,  to  $9,  in  the 
past  two  years. 

This  habit  of  sticking  by  his  com- 
panies has  won  Pappajohn  a  devoted 
following  among  institutional 
investors,  making  it  easy  for  him  to 
raise  money  for  new  ventures.  "You 
feel  comfortable  being  in  his  compa- 
nies," says  Helen  Degener,  a  money 
manager  at  Fiduciary  Trust.  With 
some  other  venture  capitalists,  "your 
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The  University  of 
Iowa's  Pappajohn 
Business 
Administration 
Building 

Pappajohn  wants 
"to  be  the 
greatest 
philanthropist 
in  the  history 
of  Iowa." 


ability  to  make  money  is  based  on 
how  fast  God  will  let  you  get  out." 

With  wealth  and  advancing  age, 
John  Pappajohn  has  lost  none  of  his 
zeal  for  creating  businesses  and 
making  money.  He  still  works  seven 
days  a  week  and  has  a  stream  of  new 
ventures  in  the  pipeline. 

One  of  his  latest  is  NetGenics,  a 
bioinformatics  startup.  The  company 
is  developing  software  that  would 
help  pharmaceutical  companies 
manage  their  drug  research  data.  Net- 
Genics' cofounder  and  chairman  is 
Walter  Gilbert,  a  Nobel  Prize-winning 
scientist  who  cofounded  Biogen. 

Pappajohn  is  old-fashioned  in  more 
than  his  ethics.  He  doesn't  use  a 
computer.  He  keeps  a  list  of  his  com- 
panies on  a  tatty  piece  of  paper  in  his 
coat  pocket.  Yet  he  quickly  grasped 
the  market  potential  of  NetGenics' 
software,  which  might  speed  up  the 
colossally  expensive  drug  discovery 
process. 

Leaving  other  venture  capitalists  in 
the  dust,  he  signed  on  with  XetGen- 
ics within  days.  He  got  25%  of  the 
company  for  $500,000  and  set  about 
bringing  in  outside  investors  -  . 
Venrock,  the  Rockefeller  famiK 
ture  capital  fund.  Venrock  was  happv 
to  pay  SI  a  share  for  a  stock  that 
Pappajohn  25  cents  a  share.  NetGen 


ics  just  celebrated  its  first 
birthday  and  already  has 
contracts  with  major  phar- 
maceutical companies.  Next 
year  Pappajohn  hopes  to 
take  it  public.  "In  two  or 
three  years,"  he  says,  "I 
think  it's  a  S5  or  S10 
stock." 

One  reason  Pappajohn 
isn't  better  known  is  that  he 
maintains  a  modest  scale  of 
living.  The  car  he  drives 
is  a  15-year-old  Mercedes 
380SL.  Though  he  spends 
much  of  his  time  in  New 
York,  he  makes  do  there 
with  a  modest  one-bed- 
room apartment. 

So  what's  he  going  to  do 
with  all  that  money?  His 
current  ambition,  says  Pap- 
pajohn, "is  to  be  the  great- 
est philanthropist  in  the  his- 
tory of  Iowa." 

He  recently  set  up  a 
scholarship  fund  for  disad- 
vantaged kids,  and  he's 
given  millions  to  the  Uni- 
versity of  Iowa,  which  has 
named  its  business  school 
building  after  him.  With  all 
his  getting,  he's  clearly 
gotten  understanding.  ■■ 
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Not  a  patch 
Not  a  gum 


FINALLY 
A  PILL 
TH  AT  CAN 
HELP  YOU 

STOP 
SMOKING 

■ 

■ 

GlaxoWellcome 


Introducing  Zyban 
The  first  nicotine-free  pill  helps 
put  you  in  control  of  quitting 


ZYBAN  is  a  totally  new,  nicotine- 
free  way  to  help  you  quit  smoking 

It's  medical,  logical,  and  makes  quitting  bearable. 
That's  because  ZYBAN  is  a  prescription  medicine 
that,  for  many  people,  helps  reduce  withdrawal 
symptoms  and  the  urge  to  smoke.  ZYBAN  helps 
get  you  ready  to  quit  while  you're  still  smoking. 
You  set  a  quit  day  within  1  to  2  weeks  after 
starting  treatment  with  ZYBAN.  It  takes  about  a 
week  for  ZYBAN  to  reach  the  right  levels  in  your 
body  to  be  effective.  Most  people  should  take 
ZYBAN  for  7  to  12  weeks. 

Proven  more  effective  than  a 
nicotine  patch 

In  a  medical  study  using  patient  support  materials 
and  drug  therapy,  ZYBAN  helped  more  smokers 
quit  for  4  weeks  than  Habitrol®  (nicotine  trans- 
dermal system),*  a  nicotine  patch.  And  unlike 
the  patch  and  gum,  ZYBAN  replaces  cigarettes  with 
nicotine-free  medicine. 

What  you  need  to  know  about  ZYBAN 

The  most  common  side  effects  with  ZYBAN  include 
dry  mouth  and  difficulty  sleeping.  There  are  other 
risks  associated  with  the  use  of  ZYBAN,  so  it  is 
important  to  talk  to  your  health  care  professional 
to  see  whether  ZYBAN  is  right  for  you.  There 


is  a  risk  of  seizure  in  certain  patients  (see 
"Important  Warning"  section  in  Information  for 
the  Patient  on  following  page).  You  should  not 
take  ZYBAN  if  you  have  a  seizure  disorder;  are 
already  taking  WELLBUTRIN®,  WELLBUTRIN  SR®, 
or  any  other  medicines  that  contain  bupropion 
HQ;  have  or  have  had  an  eating  disorder;  or 
are  currently  taking  or  have  recently  taken  a 
monoamine  oxidase  (MAO)  inhibitor.  It  is 
important  to  let  your  health  care  professional 
know  about  any  other  prescription  or  over-the- 
counter  medications  you  are  taking.  ZYBAN  is 
not  recommended  for  women  who  are  pregnant 
or  breast-feeding. 

ZYBAN  and  the  ZYBAN  Advantage  Plan™,  a  free 
counseling  and  personalized  support  program, 
are  part  of  an  overall  plan  recommended  by  your 
health  care  professional  to  help  you  quit  smoking. 

SEE  YOUR  HEALTH  CARE  PROFESSIONAL 
ABOUT  ZYBAN 

For  more  information,  call 

1-888-890-2  STOP  (2786)  ext.  18 

or  visit  our 
Web  site  at  www.zyban.com 
Please  consult  Information  for  the  Patient  on  the  following  page. 
Habitrol  is  a  registered  trademark  of  Ciba-Geigy  Corporation. 


NICOTINE-FREE 


I  tm  I 


bupropion  HCISSlf 


information  for  the  Patient 

ZYBAN™  (bupropion  hydrochloride)  Sustained-Release  Tablets 
Please  read  this  information  before  you  start  taking  ZYBAN.  Also  read  this 
leaflet  each  time  you  renew  your  prescription,  in  case  anything  has  changed. 
This  information  is  not  intended  to  take  the  place  of  di  »i  ussions  between  you 
and  your  doctor.  You  and  your  doctor  should  discuss  ZYBAN  as  part  • 
of  your  plan  to  stop  smoking.  Your  doctor  has  pres(  >ed  ZYBAN  for  your 
use  only.  Do  not  let  anyone  else  use  your  ZYE 

IMPORTANT  WARNING: 

There  is  a  chance  that  approximately  1  out  of  every  1 ,000  people  taking 
bupropion  hydrochloride,  the  active  ingredient  in  ZYBAN,  will  have  a  seizure. 
The  chance  of  this  happenino  ii      ses  if  you: 

•  have  a  seizure  disorder  (for  example,  epilepsy); 

•  have  or  have  had  an  eating  disorder  (for  example,  bulimia  or 
anorexia  nervosa); 

•  take  more  than  the  recommended  amount  of  ZYBAN;  or 

•  take  other  medicines  with  the  same  active  ingredient  that  is  in  ZYBAN, 
such  as  WELLBUTRIN®  (bupropion  hydrochloride)  Tablets  and 
WELLBUTRIN  SR*  (bupropion  hydrochloride)  Sustained-Release  Tablets. 
(Both  of  these  medicines  are  used  to  treat  depression.) 

You  can  reduce  the  chance  of  experiencing  a  seizure  by  following  your 
doctor's  directions  on  how  to  take  ZYBAN.  You  should  also  discuss  with  your 
doctor  whether  ZYBAN  is  right  for  you. 

1.  What  is  ZYBAN? 

ZYBAN  is  a  prescription  medicine  to  help  people  quit  smoking.  Studies  have 
shown  that  more  than  one  third  of  people  quit  smoking  for  at  least  1  month 
while  taking  ZYBAN  and  participating  in  a  patient  support  program.  For  many 
patients,  ZYBAN  reduces  withdrawal  symptoms  and  the  urge  to  smoke.  ZYBAN 
should  be  used  with  a  patient  support  program.  It  is  important  to  participate 
in  the  behavioral  program,  counseling,  or  other  support  program  your  health 
care  professional  recommends. 

2.  Who  should  not  take  ZYBAN? 

You  should  not  take  ZYBAN  if  you: 

•  have  a  seizure  disorder  (for  example,  epilepsy). 

•  are  already  taking  WELLBUTRIN,  WELLBUTRIN  SR,  or  any  other  medicines 
that  contain  bupropion  hydrochloride. 

•  have  or  have  had  an  eating  disorder  (for  example,  bulimia  or 
anorexia  nervosa). 

•  are  currently  taking  or  have  recently  taken  a  monoamine  oxidase 
inhibitor  (MAOI). 

•  are  allergic  to  bupropion. 

3.  Are  there  special  concerns  for  women? 

ZYBAN  is  not  recommended  for  women  who  are  pregnant  or  breast-feeding. 
Women  should  notify  their  doctor  if  they  become  pregnant  or  intend  to  become 
pregnant  while  taking  ZYBAN. 

4.  How  should  I  take  ZYBAN? 

•  You  should  take  ZYBAN  as  directed  by  your  doctor.  The  usual  recommend- 
ed dosing  is  to  take  one  150-mg  tablet  in  the  morning  for  the  first 

3  days.  On  the  fourth  day,  begin  taking  one  150-mg  tablet  in  the  morning 
and  one  150-mg  tablet  in  the  early  evening.  Doses  should  be  taken  at 
least  8  hours  apart. 

•  Never  take  an  "extra"  dose  of  ZYBAN.  If  you  forget  to  take  a  dose,  do 
not  take  an  extra  tablet  to  "catch  up"  for  the  dose  you  forgot.  Wait  and 
take  your  next  tablet  at  the  regular  time.  Do  not  take  more  tablets  than 
your  doctor  prescribed.  This  is  important  so  you  do  not  increase  your 
chance  of  having  a  seizure. 

•  It  is  important  to  swallow  ZYBAN  Tablets  whole.  Do  not  chew,  divide,  or 
crush  tablets. 

5.  How  long  should  I  take  ZYBAN? 

Most  people  should  take  ZYBAN  for  7  to  12  weeks.  Follow  your  doctor's 
instructions. 


6.  When  should  I  stop  smoking? 

It  takes  about  1  week  for  ZYBAN™  (bupropion  hydrochloride)  Sustained- 
Release  Tablets  to  reach  the  right  levels  in  your  body  to  be  effective.  So, 
to  maximize  your  chance  of  quitting,  you  should  not  stop  smoking  until  you 
have  been  taking  ZYBAN  for  1  week.  You  should  set  a  date  to  stop  smoking 
during  the  second  week  you're  taking  ZYBAN. 

7.  Can  I  smoke  while  taking  ZYBAN? 

It  is  not  physically  dangerous  to  smoke  and  use  ZYBAN  at  the  same  time. 
However,  continuing  to  smoke  after  the  date  you  set  to  stop  smoking  will 
seriously  reduce  your  chance  of  breaking  your  smoking  habit. 

8.  Can  ZYBAN  be  used  at  the  same  time  as  nicotine  patches? 

Yes,  ZYBAN  and  nicotine  patches  can  be  used  at  the  same  time  but  should 
only  be  used  together  under  the  supervision  of  your  doctor.  Using  ZYBAN  and 
nicotine  patches  together  may  raise  your  blood  pressure.  Your  doctor  will 
probably  want  to  check  your  blood  pressure  regularly  to  make  sure  that  it 
stays  within  acceptable  levels. 

DO  NOT  SMOKE  AT  ANY  TIME  if  you  are  using  a  nicotine  patch  or  any  other 
nicotine  product  along  with  ZYBAN.  It  is  possible  to  get  too  much  nicotine  and 
have  serious  side  effects. 

9.  What  are  possible  side  effects  of  ZYBAN? 

Like  all  medicines,  ZYBAN  may  cause  side  effects. 

•  The  most  common  side  effects  include  dry  mouth  and  difficulty  sleeping. 
These  side  effects  are  generally  mild  and  often  disappear  after  a  few 
weeks.  If  you  have  difficulty  sleeping,  avoid  taking  your  medicine  too  close 
to  bedtime. 

•  The  most  common  side  effects  that  caused  people  to  stop  taking  ZYBAN 
during  clinical  studies  were  shakiness  and  skin  rash. 

•  Contact  your  doctor  or  health  care  professional  if  you  have  a  rash  or  other 
troublesome  side  effects. 

•  Use  caution  before  driving  a  car  or  operating  complex,  hazardous  machin- 
ery until  you  know  if  ZYBAN  affects  your  ability  to  perform  these  tasks. 

10.  Can  I  drink  alcohol  while  I  am  taking  ZYBAN? 

It  is  best  to  not  drink  alcohol  at  all  or  to  drink  very  little  while  taking  ZYBAN. 
If  you  drink  a  lot  of  alcohol  and  suddenly  stop,  you  may  increase  your  chance 
of  having  a  seizure.  Therefore,  it  is  important  to  discuss  your  use  of  alcohol 
with  your  doctor  before  you  begin  taking  ZYBAN. 

11.  Will  ZYBAN  affect  other  medicines  I  am  taking? 

ZYBAN  may  affect  other  medicines  you're  taking.  It  is  important  not  to  take 
medicines  that  may  increase  the  chance  for  you  to  have  a  seizure.  Therefore, 
you  should  make  sure  that  your  doctor  knows  about  all  medicines— 
prescription  or  over-the-counter — you  are  taking  or  plan  to  take. 

12.  Do  ZYBAN  Tablets  have  a  characteristic  odor? 

ZYBAN  Tablets  may  have  a  characteristic  odor.  If  present,  this  odor  is  normal. 

13.  How  should  I  store  ZYBAN? 

•  Store  ZYBAN  at  room  temperature,  out  of  direct  sunlight. 

•  Keep  ZYBAN  in  a  tightly  closed  container. 

•  Keep  ZYBAN  out  of  the  reach  of  children. 

This  summary  provides  important  information  about  ZYBAN.  This  summary 
cannot  replace  the  more  detailed  information  that  you  need  from  your  doctor. 
If  you  have  any  questions  or  concerns  about  either  ZYBAN  or  smoking  cessa- 
tion, talk  to  your  doctor  or  other  health  care  professional. 
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Is  slow  good.5 

By  Peter  Brimelow 

"The  strongest  economy  in  three  decades,"  President  Clinton 
said  in  his  State  of  the  Union  address  last  year. 

Not  true,  as  Forbes  pointed  out  (Oct.  7).  The  recovery,  which 
began  under  George  Bush  in  March  1991,  was  significantly 
weaker  than  the  similar  long  booms  of  the  1960s  and  1980s. 
It  had  also  underperformed  the  shorter  recovery  of  1975- 
80,  which  grew  the  economy  23%  in  21  quarters.  The 
pace  of  growth  did  pick  up  briefly  earlier  this  year,  but 
the  Blue  Chip  Economic  Indicators  consensus  fore- 
cast for  the  next  four  quarters  suggests  a  return  to 
slowth — about  2.4%  overall,  below  even  this 
recovery's  low,  long-run  average. 

The  stock  market  seems  to  love  it,  believ- 
ing that  the  sluggishness  dampens  infla- 
tion and  guarantees  a  long  run  for  the 
recovery.  The  market,  however,  over- 
looks an  important  question:  Can 
business  deliver  on  financial  ana- 
lysts' optimistic  earnings  projec- 
tions in  the  face  of  slow- crawl 
growth?  The  market's  mid- 
August  drop  may  well  have 
been  a  belated  realization 
that  earnings  projections 
may  be  too  generous.  ■■ 


Real  GDP  growth  (%) 
55% 


1961-69 


+52.3% 
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+33.8% 


Research:  Edwin  S.  Rubenstein, 
Right  Data  Associates. 
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Despite  the  hoopla,  this 
recovery  is  still  weaker 
than  its  predecessors— 
and  now  seems  likely 
to  slow  further. 
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Sources:  Aldona  and  Gary  Robbins,  Institute  for  Policy  Innovation;  Blue  Chip  Economic  Indicators. 
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If  you  don't  have  it,  fresh  water  is  the  most  precious  of  commodities. 
A  lot  of  islands  don't  have  enough.  Therein  lies  a  business  opportunity. 

The  Age  of  Aquarius? 


By  Richard  C.  Morais 

It's  June  in  a  corner  of  the  Greek 
island  of  Aegina,  and  fishermen  are 
tenderizing  octopus  on  the  rocks. 
Others  among  the  1,000  local  resi- 
dents are  opening  the  shuttered 
hotels  for  the  annual  invasion  of 
9,000  summer  visitors. 

Up  in  the  hills,  however,  the  pista- 
chio trees  are  already  baking  in  the 


merciless  sun.  Like  orchards  every- 
where, these  need  lots  of  fresh  water. 
So  do  the  hotels — and  the  otherwise 
favored  island  has  little  of  it. 

A  tugboat  suddenly  chugs  into  a 
lagoon  on  the  island's  north  side,  a 
200,000  gallon  polyurethane  sack  full 
of  water  in  tow.  Looking  like  a  cap- 
sized giant  dinghy,  the  200-foot-long 


sack  has  come  12  miles  from  Piraeus, 
the  port  of  Athens.  The  bag  is 
hooked  up,  and  the  cargo  pumped 
into  the  island's  hilltop  cistern. 

Meet  Simon  Pratt,  a  35-year-old 
British  oil  trader  turned  water  mer- 
chant, and  his  Aquarius  Water  Trad- 
ing &  Transportation  Co.  Ltd.  In  the 
early  1990s  water  shortages  and 


'Urn 


Water  transporter  and  trader  Simon  Pratt  standing  on  Aquarius' 

200,000-gallon  water  bag  off  of  Aegina 

Fresh  water:  soon  an  internationally  traded  commodity? 
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the  expertise  OF  a  wa ll  street  Many  midsized  companies  aren't  big 

investment  bank.  w.THouT  enough  to  command  the  full  atteiition 

the  attitude  of  a  wall  street  of  the  Wall  Street  investment  banks. 

investment  banker.  There  is  one  place  companies  your 

size  can  go  for  their  Capital  Markets 
needs,  however,  where  competence  isn't  paired  with  indifference- 
First  Union.  Here  you'll  be  treated  to  all  the  flexibility,  c  apital  and 
responsiveness  that  large  companies  usually  get.  You  can  tap  into 
the  knowledge  of  specialized  teams  expert  in  specific  markets. 
And  your  business  is  important  enough  to  rate  our  best  people 
It  comes  down  to  this:  we  think  an  investment  bank  should  be 
asking  if  they're  good  enough  for  you.  .  Not  the  other  way  around 


INVESTMENT  BANK,  WITHOUT 
THE  ATTITUDE  OF  A  WALL  STREET 


INVESTMENT  BANKER. 


©1997  First  Union  Corp. 


HOW  TO  HOLD  JQ  floppy  dlS 


£dcity  to  0° 


OVER  SEVEN  MILLION   OUT  THERE.  Forget  about  that  old  floppy  drive.  Zip  drives  are 

everywhere;  at  home,  in  schools,  and  at  the  office.  In  fact,  they're  the  perfect  complement  to  the  enhanced 
audio  and  visual  capability  of  today's  MMX™  technology-based  systems.  And  with  so  many  Zip  drives  out 
there,  it's  more  than  just  compatible,  it's  universal. 

BECAUSE     IT'S     YOUR  STUFF. 


NEW,  LOWER  PRICE 

Visit  your  local  retail  store 

or  corporate  reseller, 
or  you  can  even  see  us  at 
www.iomega.com 


TONS  OF  STORAGE  SP> 

Increase  your  storage  space 
100MB  at  a  time  for  as  low 
$12.95  per  disk  after  rebate 

Perfect  for  storing 
and  running  your  whole  offic 


COMPLETE  PORTABIL 

The  Zip™  drive  and  Zip  disks 
small,  lightweight,  and  rugg 

Which  means  you  can  take  v 
home,  on  the  road,  or  anywf 
else  you  need  to  go. 


FAST,  EASY  BACKU 

Hooks  up  fast  to  your  PC  or 
And,  at  up  to  20  times  faster 
that  old  floppy  drive,  it's  g 
for  making  copies  of  everytr 
So  the  next  time  your  comp 
spazzes  out,  you  won't. 


Iomega 


inega  Corporation.  Iomega  and  the  tome^a 
:ra  ion  Ail  other  trademarks  are  the  prop  " 
1  I  .>nd  Mac  OS.  Up  to  20  times  taster  us 'i 


and  /tp  and  "Because  Us  Your  Stuff"  are  trademarks  ol  Iomega  Corporation  MMX  is  a  trademark  of 
iocs  iisted  are  estimated  street  Drices  Actual  prices  may  vary.  Zip  is  compatible  with  Windows*  95,  3.1, 

5  i  r  ies  tester  using  the  parallel  port  model 
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Iomega 


1 


(Digital  Safe) 

Iomega  100MB  Zi p" disks  give  you  the  capacity  to  protect  more. 
Learn  more  about  Iomega  Zip  drives  and  disks  at:  www.iomega.com/ZipIdeas 


water-rights  disputes  became  news, 
and  Pratt  began  hearing  oil  traders 
discuss  the  possibility  of  trading 
water.  The  trouble  was  transporta- 
tion: Tankers  and  pipes  were  too 
costly  for  such  a  cheap  commodity. 

Three  years  ago  Pratt  discovered 
that  an  engineer  had  designed  a  float- 
able-but-tough polyurethane  bag 
capable  of  being  hauled  cheaply — and 
easily — by  tugboats.  The  fresh  water 
inside  the  bag  was  protected  by  a 
polymer,  and  an  outside  coating 
shielded  the  bag  from  harmful  ultra- 
violet rays. 

A  company  called  Aquarius  had 
successfully  built  and  tested  the  bags 
off  the  rough  Scottish  coast.  Pratt 
bailed  out  of  trading  aviation  fuel  and 
bought  25%  of  Aquarius  for 
$500,000. 

Pratt  quickly  picked  up  a  lucrative 
contract  in  the  Persian  Gulf:  A  new 
Qatar  gas  refinery  required  large 
amounts  of  fresh  water  to  be  brought 
over  from  the  United  Arab  Emirates. 
After  consulting  engineers — 
"boffins,"  Pratt  calls  them — he  con- 
vinced friends  and  his  mother  to  sink 
some  $1.5  million  into  building  a 
monster  bottle  capable  of  hauling 
12,000  tons  of  water. 

As  it  turned  out,  the  massive  bag 
was  too  unwieldy,  and  Pratt  wound  up 
fulfilling  the  Qatar  contract  by  barge, 
at  a  loss.  His  mother's  and  his  friends' 
money  evaporated.  But  Pratt  refused 
to  give  up,  convinced  that  there  was 
money  to  be  made  from  water.  He 
tapped  three  Norwegian  firms,  which 
sank  $850,000  into  building  two 
smaller  bags — 200,000  gallons  each. 


This  time  he  would  forget  about 
industrial  projects  and  target  islands 
that  needed  potable  water.  The  Greek 
islands  were  a  natural. 

All  summer  long,  tankers,  many  50 
or  60  years  old,  ferry  water  from  the 
mainland  to  the  islands  to  top  up 
the  normal  supply,  thus  serving  the 
annual  influx  of  suntan-seekers.  There 
had  to  be  a  better  way.  Two  munici- 
palities on  Aegina  gave  him  contracts 


worth  $700,000.  The  tankers  called 
infrequently,  which  often  resulted  in 
exhausting  the  island's  water  supply, 
with  disastrous  results.  The  politicians 
recognized  that  Aquarius'  system  of 
continuous  water  supply  saves  on 
maintenance  costs.  "If  you  repeated- 
ly drain  a  water  system,  the  empty 
pipes  collapse  under  the  weight  of  the 
earth,"  says  Pratt. 

Best  of  all,  Pratt  undercut  the 


tankers.  Many  of  them  charged 
between  $1.50  and  $1.75  a  ton  for 
transport.  Pratt  transports  water  at 
$1.40  a  ton,  a  price  that  still  allows 
him  a  60-cent  profit 

But  monopolists  don't  give  up 
without  a  fight.  The  morning  after 
the  first  test  run  on  Aegina,  the  bag 
was  perforated  by  50  knife  slashes, 
and  a  local  "guard"  had  no  idea  how 
it  happened.  The  bag  repaired  easily. 


The  competition  then  whipped  up 
charges  of  "water  safety." 

"This  fabric  is  made  in  America," 
says  Pratt.  "It  has  FDA  approval  and  a 
U.S.  military  food-grade  coating  cer- 
tificate." That  wasn't  satisfactory  to 
Greek  officials,  and  Pratt  had  to  get 
extra  safety  certificates.  But  now  that 
Aquarius  has  contracts,  it's  unlikely 
the  islanders  will  let  the  disgruntled 
local  competition  further  damage 
their  water  supply. 

Pratt  has  raised  30%  of  the  $4  mil- 
lion he  needs  to  build  new  bags  for 
next  year's  contracts.  He's  planning  to 
list  Aquarius  on  the  Norwegian  o-t-c 
market,  where  another  water  trans- 
portation firm  already  exists. 

Aquarius  has  impressive  ambitions. 
It  thinks  it  can  get  $40  million  worth 
of  business  from  the  Greek  islands. 
After  that  it  hopes  to  invade  other 
Mediterranean  islands,  the  Bahamas 
and  the  Seychelles.  According  to 
World  Bank  officials,  water  trading 
has  a  bright  future  with  bulk  transfers 
from  surplus  countries  to  deficit 
countries.  It's  a  long  shot — but  this 
could  become  a  thriving  business. HI 


The  morning  after,  the  hag 

was  perforated  hy  50  knife  slashes. 

The  "guard"  had  no  idea  why. 
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Why  the  Jefense  bar  is  fighting  a  well-meaning  rule 
that  has  ballooned  the  cost  of  medical  torts. 


Lottery  verdicts 


By  Susan  Adams 

Sustaining  i  1 ;  injuries  in  a  1991 
car  crash,  British  nanny  Barbara  Fye 
ran  up  an  $800,000  hospital  bill 
before  she  died  after  nine  months  in 
intensive  care  at  a  Chattanooga, 
Tenn.  hospital. 

Fye  was  uninsured,  but  the  hospi- 
tal accepted  public  aid,  so  the  bill  was 
settled  for  $96,000.  Her  family 
didn't  owe  the  hospital  a  dime.  That 
didn't  stop  her  estate  from  suing  to 
recoup  the  bill  it  never  paid.  It  went 
after  the  drivers  of  both  cars,  plus 
General  Motors,  maker  of  the  van  in 
which  she  was  a  backseat  passenger. 
The  family  was  awarded  more  than 
$2  million.  Defense  attorneys  were 
forbidden  to  tell  jurors  that  the  bill 
was  never  paid  and  never  would  be. 

The  jury  didn't  learn  how  the  hos- 
pital bill  was  setded  because  of  a  well- 
intentioned  legal  doctrine  called  the 
collateral  source  rule.  The  theory, 
which  dates  back  to  the  19th  centu- 
ry, is  that  wrongdoers  don't  deserve 
to  benefit  from  their  victims' 
foresight. 

In  other  words,  bad  guys  shouldn't 
get  off  easy  just  because  the  people 
they  hurt  had  the  good  sense  to  carry 
health  insurance.  Thus  juries  in  most 
states  are  prevented  from  knowing 
that  medical  bills  were  paid  by  collat- 
eral sources,  be  they  insurance  com- 
panies or  the  government. 

The  rule  has  resulted  in  some  huge 
windfalls  for  victims  whose  bills  were 
much  larger  than  what  was  actually 
paid.  But  aggressive  defense  lawyers 
and  tort  reformers  are  breaking  down 
that  old  precedent  in  an  effort  to  cur- 
tail runaway  jury  awards. 

Attorney  Richard  E.  Ladd  Jr.  of 
Abingdon,  Va.  says  he  decided  to  do 
.some  research  into  a  hospital  bill 
totaling  approximately  $100,000  in  a 
1992  medical  malpractice  case  his 
firm  was  defending,  i  1  i'scovered 
that  Medicaid  had  v.       •  with  the 


hospital  for  only  about  $15,000. 

Ladd's  partner  William  Eskridge 
argued  that  $85,000  of  the  bill  was  a 
phantom  charge.  "Why  should  you 
be  able  to  claim  that  as  an  element  of 
damage  when  no  one  is  ever  obligat- 
ed to  pay  it?"  asked  Ladd. 

The  state  judge  agreed.  Since  then, 
more  than  a  half-dozen  Virginia 
judges  have  ruled  that  plaintiffs  were 
entitled  to  seek  only  what  was  in  fact 
paid  for  medical  services. 

Some  21  states,  including  Florida, 
New  York  and  Michigan,  have  now 
passed  laws  that  either  allow  judges 


to  chop  from  the  verdict  the  amount 
the  plaintiff  got  from  insurance  or  at 
least  allow  juries  to  hear  what  insur- 
ance or  the  government  has  actually 
paid  for  health  care. 

Federal  judges  are  getting  the  mes- 
sage, too.  When  a  Wal-Mart  customer 
fell  and  ruptured  a  disk  last  year,  she 
attempted  to  recover  the  full  $17,000 
hospital  bill.  Robert  Doumar,  a  feder- 
al judge  in  Norfolk,  Va.,  ruled  that  the 
plaintiff  could  ask  for  only  the  $8,500 
her  insurance  company  had  paid  the 
hospital.  Said  he:  "We  are  not  in  here 
casting  a  national  lottery."  B 
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"he  average  business  doesn't 

ise  Direct  Mail 

:o  build 

Drand  image. 

rhe  above  average 

business  does. 


Direct  Mail  is  a  smart  way  to  acquire  customers, 
promote  offers  and  sell  products — which,  no  doubt,  you 
already  know.  But  did  you  know  that  Direct  Mail  is  also 
ideal  for  building  brand  awareness? 

Fact  is,  Direct  Mail  is  unsurpassed  at  delivering  specif- 
ically tailored  messages  to  a  range  of  audiences.  So  you  can 
reach  prospects  with  the  very 
relevant,  very  individualized 


llRECT  MAIL  DELIVERS" 


benefits  of  your  brand.  And  reinforce  brand  benefits  to  cur- 
rent customers.  Direct  Mail  lets  you  tell  your  whole  story, 
and  differentiate  your  brand  from  the  others. 

While  Direct  Mail  helps  drive  sales,  it  also  enables  you 
to  establish  an  ongoing  dialogue  with  consumers.  And 
this  relationship  helps  you  to  build  customer  loyalty,  the 
cornerstone  of  a  strong  brand. 

For  a  free  kit  on  how  Direct  Mail  can  help  build  business,  call 

1-800-THE-USPS,  ext.  2044.         ^gsgf  UNITED  STATES 

POSTAL  SERVICE® 


Tl)  9K  iC  IW7  Unucil  Static  I'rotil  Service 


WE  IMPROVED 
E  IMPROVED 


OF  THE  COMPU 

THEN  WE  IMPR 
COMPANY  BE 
THE  COMPUTE 


On  July  10,  Compaq  introduced  a  new  line  of  desktop 
computers  and  in  doing  so,  introduced  a  radically  new  way 
of  doing  business.  Because  with  our  new  Deskpro  2000 
and  4000  models,  we  are  moving  to  a  Build-To-Order 
model.  BTO  means  customers  will  be  able  to  receive 
Compaq  innovation,  Compaq  quality,  and  Compaq  reli- 
ability at  prices  you  never  expected  from  Compaq. 

Soon,  we  will  be  announcing  BTO  for  all  our  products 
in  addition  to  programs  that  deliver  flexible  configuration 


and  customization.  We  have  created  a  new  model  that 
incorporates  the  manufacturing  efficiencies  of  the  direct 
model  with  the  value-added  services  and  expertise  of  our 
100,000+  reseller  sales  and  support  representatives. 

From  today  on,  everything  we  do  will  be  driven  by  our 
strong  passion  to  deliver  the  most  satisfying  ownership 
experience  in  the  computer  industry.  For  more  information: 
www.compaq.com/products/desktops  or  1-800-345-1518. 


COMPAQ. 


-paq  Computer  Corporation,  All  rights  reserved.  Compaq  registered  U.S.  Patent  and  Trademark  Office.  Deskpro  is  a  registered  trademark  ot  Compaq  Computer  Corporation. 


IE  COMPUTER. 
IE  DELIVERY 


The  new  Mercedes-Benz  A140 

Says  Daimler-Benz  Chairman  Jurgen  Schrempp:  "We  want  to  add  a  little  sportiness  and  youth  to  our  brand." 


Just  141  inches  long,  the  A140  has 
a  tiny  82hp  engine.  This  is  a 
Mercedes? 

It  is  indeed.  This  tiny  car  bearing 
the  famous  three-pointed  star  will  be 
in  showrooms  in  Europe  this  fall.  It 
symbolizes  the  continuing  move  of 
Daimler-Benz  AG's  car  operations 
away  from  being  exclusively  a  manu- 
facturer of  Mercedes-Be:  i  'luxury 
cars  to  becoming  a  full-line  producer 
more  along  the  lines  ! 
Motors,  Ford  or  Toyota,  r  i  :  ime 
time,  the  car  is  a  dramatic 
of  the  bold  strategy  Mercedc 
to  become  a  full-line  produc 


This  high-quality  little  vehicle  will 
start  at  $17,000,  a  far  higher  price 
than  any  vehicle  of  its  size  and  class 
has  ever  commanded.  For  the  same 
price  a  European  can  buy  a  vw  Golf, 
a  larger  car  with  a  more  powerful 
engine.  But  whereas  Golf  sells 
700,000  units,  Mercedes  is  aiming 
for  about  a  third  of  that  number. 
"There  is  a  limitation  on  the  volume 
we  want,"  says  Daimler-Benz  Chair- 
man Jurgen  Schrempp,  "and  a  limit 
on  the  market  share.  We  must  have 
some  sort  of  exclusivity." 

Who  will  buy  the  A140?  Mercedes 
is  aiming  at  a  niche  market:  Euro- 


peans who  want  a  small  car  for 
maneuvering  around  their  tight  roads 
and  who  want — and  can  afford — the 
highest  quality.  Small  though  it  is,  the 
A 140  is  quite  roomy  inside  and  drives 
with  a  real  Mercedes  feel.  (There's 
currently  no  plan  to  sell  the  A140  in 
the  U.S.,  since  Mercedes  hasn't  fig- 
ured out  whether  there's  a  market 
here  for  it.) 

That's  the  Mercedes  strategy:  to 
produce  a  full  range  of  cars  aimed  at 
a  niche  within  every  category — a 
niche  of  people  who  will  pay  a  pre- 
mium for  prestige  and  perceived 
quality.  "We  need  to  grow,"  says 
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Brazil's  state-owned  telecom  company,  Telebris, 
needed  an  influx  of  capital  in  order  to  expand 
its  Sao  Paulo  cellular  network.  A  team  of  UBS 
Securities  professionals,  representing  a  range  ot 
financial  disciplines,  developed  a  unique  solution. 
Based  on  our  economic  research  and  knowledge 
of  investment  trends,  we  determined  that  the  time  was  right  for  a 
successful  $310  million  bond  issue.  It  was  the  largest  cross-border 
financing,  with  the  longest  maturity,  for  a  Brazilian  borrower  in 


to  UBS 
team  expanded 
the  world  market 
for  a  Brazilian 
debt  issue. 


Telebras  cellular 
installation  team, 
Rio  de  Janeiro,  Brazil 


W 
I 


recent  history.  The  bond's  eight-year  duration 
and  related  tax  advantages  provided  Telebris  with 
financing  at  significantly  lower  rates.  A  new 
Brazilian  pricing  benchmark  was  established. 
And  demand  exceeded  supply  as  UBS  applied 

 I     its  strong  distribution  capabilities  to  market 

the  opportunity  worldwide.  Today,  Telebras'  cellular  towers  are 
being  installed  throughout  Brazil.  If  you  require  structuring 
expertise  that  towers  over  the  competition,  put  UBS  on  your  team. 


UBS 

Union  Bank  of  Switzerland 


reference  to  UBS  within  the  U.S.  in  the  context  of  securities  trading,  sales,  and  investment  banking  refers  to  UBS  Securities  LLC,  a  wholly  owned  subsidiary  of  Union  Bank  of  Switzerland,  2^9  Park  Avenue,  New  York.  NY  1017  I 
Telephone:  (2  1  2)  821-3000.  Other  offices  of  Union  Bank  of  Switzerland  and  its  affiliates  in  North  Amenta;  Chicago,  Houston,  Los  Angeles,  San  Francisco,  Toronto,  Montreal 


Assembling  a  Mercedes  E320  in  Sindelfingen,  Germany 
The  most  successful  product  launch  in  years. 


Schrempp.  But  so  long  as  it  can 
maintain  premium  prices,  the  com- 
pany figures  it  will  never  have  to  go 
for  market  share  per  se.  Thus  it  will 
be  able  to  grow  steadily  without  striv- 
ing for  the  production  levels  of  a  GM, 
Ford,  Toyota  or  VW. 

As  recently  as  1993  Mercedes  sold 
515,000  cars.  Last  year  it  sold 
645,000.  This  year  it  expects  to  sell 
more  than  700,000.  By  1999  it 
hopes  to  be  selling  more  than  1  mil- 
lion passenger  cars  and  to  move  on 
from  there. 

Mercedes'  hot  new  slk,  a  small 
roadster  with  a  retractable  steel  roof, 
exemplifies  the  policy  of  exclusivity 
and  niche  marketing.  At  $40,000, 
half  the  price  of  Mercedes'  bigger 
SL320  sports  car,  it  follows  BMW's  Z3 
and  Porsche's  Boxster  in  opening  up 
a  completely  new  sports  car  niche  in 
the  U.S. — somewhere  between  a 
$20,000  Mazda  Miata  and  a  $70,000 
Porsche  911.  The  company  is  letting 
demand  outrun  supply.  Though  the 
car  is  being  ground  out  in  Germany 
at  a  capacity-busting  47,000  units  a 


To  measure  true  value,  consider  the  commitrr 


4 


year,  demand  is  so  great  that  a  buyer 
putting  his  name  in  today  won't  get 
a  vehicle  until  1999.  Increasing 
capacity  would  certainly  boost  sales 
for  this  vehicle,  but  might  well  lead 
to  price-discounting  and  lower  profit 
margins  in  the  long  run. 

To  achieve  this  tough  goal  of  pro- 
ducing cheaper  cars  without  penaliz- 
ing profitability,  Daimler-Benz  is 
breaking  many  of  the  rules  of  how  to 
succeed  in  the  auto  business.  Con- 
ventional wisdom  says  that  an  auto- 
maker should  reduce  the  number  of 
platforms  on  which  it  builds  its  dif- 
ferent chassis.  That's  what  Toyota, 
Chrysler  and  vw  have  done.  But 
Mercedes  is  producing  a  new  plat- 
form for  each  of  its  new  car  lines  and 
expects  to  make  money  on  each  at  a 
production  level  that  would  spell 
insolvency  for  the  bigger  full-line 
manufacturers. 

The  Mercedes  strategy  is  boldly 
contrarian.  Automakers  like  Toyota, 
VW,  Honda  and  Nissan  have  been 
pushing  into  the  luxury  market  and 
enhancing  the  image  of  their  expen- 


Counterattack 

Unit  sales  in  U.S.  (thousands) 
140 


'85    '86    '87  '88 

"Acura  sales  do  not  include  the 
Integra  and  CL  models. 


'94    '95    '96  '97E 

Sources:  Ward's  Automotive  Yearbook; 
Automotive  News;  Forbes  estimates. 


When  Japanese  luxury  cars  appeared  in  the  late  1980s,  Mercedes  began 
a  long  decline  in  the  U.S.  market.  But  the  Japanese  aren't  breaking  new  ground 
like  they  used  to,  and  the  stronger  yen  makes  their  models  more  expensive. 
Helped  by  its  new  E-class  sedans,  Mercedes  has  now  zoomed  past  its  rivals. 


in 


d  it. 


Initially,  it's  the  brilliance  oj our  record  that  attracts  most 
investors.  Thirty-jive  consecutive  years  oj  increased  dividends. 
A  total  return  oj  174%  compared  to  the  S&P  500s  1 15% 
{'90-  95  with  dividends  reinvested}.  And  property  casualty 
insurance  operations  consistently  rated  A++  by  A.M.  Best. 
But  what  gives  us  the  long-term  edge  is  our  commitment  to 
independent  agents.  We  carejully  select  only  the  best.  They 
know  the  market  and  their  customers,  so  they  can  assess  risk 
accurately.  Which  is  why  it's  so  easy  to  jail  in  love  with  our 
combined  loss  and  expense  ratios.  To  take  a  closer  look  at 
Cincinnati  Financial  Corporation,  call  1-800-95 5-CINF 
{2463}  jor  a  CFCjact  sheet. 


Cincinnati  F 


i  n  a  n  c  i  a 


Corporation 


Making  our  strength  your  j  u  t  u  r  e 


THE 

CINCINNATI 

INSURANCE  COMPANIES 


sive  cars  with  separate  brand  names — 
Lexus,  Audi,  Acura,  Infiniti.  In  sharp 
contrast,  Mercedes  is  moving  down- 
market and  putting  its  luxury  brand 
on  cheaper  cars. 

The  risks  are  obvious.  History  is 
littered  with  the  corpses  of  down- 
market versions  of  luxury  car  brands. 
In  the  U.S.  40  years  ago  Packard  has- 
tened its  demise  by  trying  to  compete 
in  the  midprice  range.  Cadillac  tar- 
nished its  image  in  the  1980s  with 
the  Cimarron. 

Schrempp  knows  he  is  walking  a 
tightrope.  "If  we  make  a  mistake,  it 
would  not  only  affect  the  profitability 
of  the  A-class,  it  would  have  a  nega- 
tive impact  on  Mercedes  generally," 
he  says.  "If  the  A-class  is  a  failure, 
everybody  buying  other  Mercedes 
cars  would  say:  'What's  happened  to 
Mercedes-Benz?"' 

As  it  broadens  its  lines,  Mercedes  is 
taking  on  well-established  competi- 
tors on  their  own  turf — just  as  Lexus 
and  Infiniti  took  on  Mercedes  on  its 
turf.  The  new  M-class  sport-utility 
vehicles,  built  in  Tuscaloosa,  Ala., 
represent  Mercedes'  first  major  foray 
into  carmaking  outsick-  Germany. 
Starting  at  a  price  of  $34,000,  the  M- 
class  will  have  tough  competition 
from  lower-priced  American-made 


vehicles  like  the  Chevy  Blazer 
($24,000),  the  Ford  Explorer 
($26,000)  and  the  Jeep  Grand 
Cherokee  ($28,000). 

Will  enough  buyers  splurge  for  the 
higher  price  just  to  flaunt  the  three- 
pointed  star  at  the  mall  or  country 
club?  Can  Mercedes,  in  a  brand-new 
factory  with  freshly  trained  workers, 
build  sufficient  quality  into  the  vehi- 
cles to  justify  their  premium  price? 

The  risks  are  there,  but  so  is  the 
necessity  for  taking  them.  By  reengi- 
neering  and  squeezing  costs  out  of  its 
E-class  cars,  the  German  carmaker 
has  stalled  the  Lexus  challenge  in 
world  luxury  markets.  Mercedes  now 
sells  the  E320  for  $45,000  in  the 
U.S.,  compared  with  $53,000  for  the 
Lexus  LS400.  So  far  this  year,  while 
Mercedes'  E-class  sales  in  the  U.S. 
have  increased  to  25,000,  up  20%, 
Lexus  LS400  sales  have  fallen  to 
under  11,000,  down  14%. 

But  as  Schrempp  says,  Mercedes 
must  grow  and  there  isn't  much 
growth  in  the  luxury  sedan  market. 
Of  the  1.2  million  Mercedes  owners 
in  the  U.S.,  one-quarter  also  own 
sport-utility  vehicles.  That's  300,000 
potential  customers,  at  least,  for  the 
M-class  sport-utility  Mercedes  that 
will  be  in  showrooms  this  month. 


While  capitalizing  on  the  Mercedes 
image,  the  new  vehicle  may  even 
enhance  it  a  bit.  "Occasionally  we  are 
seen  as  a  little  old-fashioned,"  notes 
Schrempp.  "We  want  to  add  a  little 
sportiness  and  youth  to  our  brand." 

So  it's  all  about  exploiting  the  con- 
sumer franchise  and  enriching  it.  This 
has  become  a  necessity,  since  Mer- 
cedes no  longer  has  ambitions  of 
diversifying  out  of  cars  and  trucks. 
The  diversification,  led  by  former 
chairman  Edzard  Reuter,  was  a  disas- 
ter. Reuter  wanted  to  make  Daimler 
into  an  "integrated  technology  con- 
cern" and  plowed  money  into  every- 
thing from  microchip  companies  to 
aircraftmakers. 

In  1994  Reuter  was  pushed  into 
retirement  and  was  replaced  by 
Schrempp,  the  chief  of  Daimler's 
aerospace  subsidiary. 

To  many  it  seemed  a  surprising 
choice.  Schrempp,  after  all,  was 
responsible  for  the  unhappy  1993 
acquisition  of  Fokker  aircraft.  But  the 
choice  of  Schrempp  wasn't  as  strange 
as  it  may  seem:  He  had  cut  his  teeth 
in  the  car  division. 

Upon  taking  the  helm,  Schrempp 
publicly  accepted  responsibility  for 
the  Fokker  acquisition  and  wrote  off 
the  entire  investment.  In  1995, 
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Daimler  reported  a  pretax  loss  of 
$5.7  billion,  even  though  the  auto- 
motive division — 60%  of  revenues — 
remained  solidly  profitable.  The 
writeoffs  ended  the  company's  efforts 
to  divert  its  talents  and  capital  outside 
the  automotive  field. 

The  divestitures  continued:  soft- 
ware, electronics,  power  transmission 
businesses.  Daimler  has  narrowed 
itself  to  three  core  manufacturing 
lines:  the  car  and  truck  business,  the 
aerospace  business  (including  a  38% 
stake  in  Airbus)  and  a  joint  venture 
with  abb  Asea  Brown  Boveri  in  trains. 

It's  no  exaggeration  to  say  that 
Mercedes  has  become  the  most 
American  of  the  big  German  compa- 
nies. In  recent  years  Daimler-Benz 
has  begun  emphasizing  shareholder 
value  and  the  bottom  line.  The  deci- 
sion to  focus  the  company  on  the 
automotive  business  is  also  rather 
American,  as  is  a  new  respect  for  mar- 
keting. Says  Schrempp:  "The  compa- 
ny has  become  more  open  to  the  out- 
side world,  looking  more  carefully  at 
what  suppliers  can  offer,  at  what  the 
customers  want,  at  how  the  market  is 
developing." 

To  cut  costs,  Daimler  join  :d  the 
parade  of  German  companies  moving 
big  chunks  of  their  manufaci 


countries  with  cheaper  labor  and 
more  business-friendly  laws  than 
hidebound  Germany  Mercedes  has 
built  new  auto  factories  in  the  U.S., 
France  and  Brazil.  There  are  even 
small  kit-assembly  plants  in  India, 
Mexico  and  Vietnam.  By  the  millen- 
nium Daimler  expects  to  be  building 
25%  of  its  cars  outside  Germany,  up 
from  5%  today. 

This  exportation  of  jobs  has  not 
gone  unnoticed  by  Germany's  all- 
powerful  and  dictatorial  labor  unions. 
Earlier  this  year  Daimler  reached  an 
agreement  with  them,  cutting  back 
employee  benefits  for  die  first  time  in 
memory.  Says  Erich  Klemm,  chair- 
man of  the  workers'  council  of  the 
giant  Mercedes  Sindelfingen  plant: 
"Before,  we  felt  we  were  kings — no 
one  could  touch  us.  But  the  early 
1990s  shook  our  self-confidence. 
Never  have  I  seen  as  much  change  as 
in  the  past  four  years." 

Much  of  this  was  a  reaction  to  the 
shock  of  being  challenged  by  the 
Japanese  at  the  top  of  the  market. 
"We  were  impressed  by  the  price 
structure  of  the  Japanese,"  Schrempp 
says.  "We  looked  at  it  very  carefully." 

The  new  Mercedes  became  visible 
to  the  outside  world  with  the  launch 
of  the  new  generation  of  E-class 


sedans  in  Europe  in  the  summer  of 
1995.  "We  said  the  new  E-class  must 
be  at  least  25%  lower  in  cost,"  says 
Schrempp,  slamming  his  fist  down, 
stamping  approval.  "Bam!" 

Along  the  way,  Helmut  Werner, 
who  led  Mercedes'  comeback  in  the 
car  business,  lost  a  power  struggle 
and  left  the  company,  but  Schrempp 
has  continued  his  basic  policies. 

Mercedes  is  back  on  top  in  the 
world  luxury  sedan  market,  zooming 
past  the  Japanese  luxury  car  makers  in 
the  U.S.  Last  year  the  Daimler  group 
made  $1.8  billion  on  $69  billion  in 
sales.  So  far  this  year  operating  prof- 
its have  doubled.  Now  the  moment 
of  truth  is  approaching  for  the  policy 
of  broadening  the  line. 

The-A-class  car  is  one  impressive 
little  package.  Almost  two  feet  short- 
er than  a  conventional  subcompact 
and  equipped  with  a  choice  of  engines 
from  60hp  to  102hp,  it  includes  as 
standard  equipment  dual  front  and 
side  air  bags,  antilock  brakes  and 
power  steering.  The  102hp  A- 160 
Forbks  drove  had  a  rubbery  grip  on 
curving  roads  and  cruised  effortlessly 
on  the  Autobahn.  It  didn't  feel  tinny 
as  many  small  cars  do. 

By  1999  Daimler  hopes  to  be  pro- 
ducing 200,000  A-class  vehicles  in 
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flow  to  foe  heard 
in  more  than  two  places 
at  the  same  time, 
saying  the  same  thing 

all  alone  by  myself- 


Here  i  am,  36,000  feet  above  Saskatchewan, 
talking  into  my  D1000,  and  my  dialogue  is 
appearing  on  my  home  PC  in  Sausalito, 
my  office  PC  in  San  Francisco,  my  client's 
PC  in  Seattle  and  my  cousin's  in  Seville. 
Let  me  be  the  first  to  mention  that  the  first 
digital  recorder  with  removable  media  also  has 

unlimited  memory,  compressed  files  that  are 
accessed  instantly  and  distortion-free  playback. 

Unheard-of. 

It's  not  just  the  sound.  It's  where  you  take  it.  I 

OLYMPUS 

Call  1-800-622-6372  for  more  information.  Or  visit  us  at  www.olympus.com  S 


For  years,  oil  companies 
have  been  watching  ARC0. 
Now  its  your  turn. 
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Germany  and  another  70,000  in  a 
new  $400  million  plant  in  Brazil. 
"The  A-class  has  the  advantage  of 
being  affordable  to  more  people,  of 
bringing  them  into  Mercedes  at  an 
earlier  age,"  says  Schrempp. 

When  will  the  A-class  come  to  the 
U.S.?  Not  for  several  years  at  least. 


V/?C  is  not  responsible 
HC  or  C\BC  Busine, 


nt< ut  nor  does  the 
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Jiirgen  Schrempp,  Daimler  chairman 
"We  must  have  some  exclusivity." 


"There  is  no  natural  segment  the  A- 
class  fits  in,"  admits  Michael  Basser- 
mann,  chairman  of  Mercedes-Benz  of 
North  America.  "We  would  have  to 
create  the  market  ourselves." 

Moving  even  further  down  the 
scale,  Mercedes  is  partner  in  building 
a  funky  minicar  with  Swiss  watch- 
maker smh,  famous  for  Swatch.  The 
car  will  be  built  in  a  new  factory  in 
France  (capacity  200,000  units)  and 
sold  under  a  new  brand,  Smart. 
Cheap?  Again,  no,  not  cheap  for  its 
class.  The  8-foot,  two-seater  will  go 
for  $10,000,  and  the  target  is  not 
people  who  can't  afford  something 
better  but  people  who  want  a  small 
runabout  and  will  pay  more  for  the 
comfort  of  the  Mercedes  association. 

Says  Werner:  "If  we  wanted  to 
avoid  being  pushed  into  the  Rolls- 
Royce  corner,  we  had  to  become 
active  geographically  and  from  a  prod- 
uct standpoint."  The  folks  in  Stuttgart 
have  come  up  with  a  promising  strat- 
egy for  doing  just  that.  Now  comes 
the  execution.  H 
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1-800-544-2898 


Access  to  IPOs 

$28.95  Per  Online  Stock  Trade 

Access  to  Extensive 
Independent  Research 

24  Hour  Customer  Service 
And  Account  Access 

Deep  Discounts 
For  Active  Traders 

5,300  Brokers  Nationwide 


Fidelity  Brokerage  provides  access  to  independent  research 
and  other  brokerage  resources  you  need  to  help 
you  make  informed  decisions  about  your  money. 
And  you'll  get  those  products  and  tools  at  a 
discount  broker  price. 

That  includes  a  full  range  of  investment 
choices.  Like  stocks,  fixed-income  investments 
and  options.  Even  access  to  IPOs  and  other 
public  offerings.  All  available  by  phone,  online 
or  through  one  of  our  82  Investor  Centers. 

And  we  offer  all  this  at  a  competitive 
price.  As  low  as  $28.95  per  online  stock  trade 
up  to  1,000  shares.'  With  even  deeper  discounts 
for  active  traders. 

When  you  open  a  Fidelity  Brokerage 
account  today,  you'll  also  receive  a  complimen- 
tary copy  of  "The  Stock  Shop  with  Peter  Lynch,"™  an  educational 
CD-ROM.2 

High  value.  Low  price.  You  can  call  it  the  best  of  both 
worlds.  We  call  it  Fidelity  Brokerage. 


Fidelity 


Investments 
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amount.  Minimum  commission  $28.95.  '"The  Stock  Shop  with  Peter  Lynch"  is  a  trademark  of  FMR  Corp.  and  a  product  of  Strategic  Advisers,  Inc.,  a  registered 
investment  adviser  and  a  Fidelity  Investments  company.  This  CD-ROM  offer  is  available  to  those  who  open  a  new  Ultra  Service  Account'1  with  at  least  $10,000  in 
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While  th  J.S.  stock  market  has  soared, 
Japan's  remains  down  nearly  50%. 
Here's  why  it  may  be  time  for  a  fresh  iook 
at  Tokyo  equities. 

Buy 

Japan 

now! 

(if  s  starting  to  wake  up) 


By  Neil  Weinberg 

Most  Japanese  companies  close 
their  books  on  Mar.  31  and  this 
year  held  their  annual  shareholder 
meetings  on  June  27,  but  the  date 
doesn't  really  m  .  he  meetings 
are  routine,  sparse!)  a  ded  and  on 
average  conclude  ii 
less.  In  most  cast  cholders 
wouldn't  learn  anytiV 
bothered  to  show  up. 

In  fact,  for  decadet  public 
shareholder  hasn't  had  of  a 

voice.  Cross-shareholdin 
big  companies  have  left  th 


or  less  controlling  themselves,  with 
the  real  power  resting  with  inside 
boards.  If  they  needed  capital, 
Japanese  companies  usually  have 
gone  to  banks,  or  to  each  other. 
Even  when  they  issued  new  equity, 
companies  often  lined  up  banks  and 
members  of  the  same  keiretsu  group 
to  buy  enough  shares  to  maintain 
voting  control. 

what's  this?  Computer-game 
Square  Co.  just  held  its 
annual  meeting  on  Sunday,  June  22. 
Why  on  Sunday?  It  was  the  day  sur- 


veyed shareholders  said  was  most 
convenient  for  them.  Square  invited 
them  to  bring  their  children  to  try 
out  its  latest  computer  games.  Pres- 
ident Tomoyuki  Takechi  spent  2/4 
hours  reviewing  Square's  perfor- 
mance and  answering  pointed  ques- 
tions about  product  delays  and  a 
decline  in  sales  and  profits. 

A  company  president  responding 
to  lowly  shareholders?  Very  un- 
Japanese.  Until  now.  Slowly — but 
seemingly  surely — popular  capitalism 
is  coming  to  Japan.  "The  computer- 
game  business  requires  huge 
amounts  of  capital,"  explains 
Takechi.  "So  we  may  need  to  issue 
new  equity  in  the  next  year  or  two. 
This  is  also  our  best  chance  all  year 
to  hear  what  shareholders  think." 

What  would  be  a  cliche  in  the 
U.S.  is  news  in  Japan.  News  because 
there  is  more  than  public  relations 
involved  here.  Because  they  have 
been  pretty  much  self-perpetuating 
institutions  with  little  accountability 
to  shareholders,  most  big  Japanese 
businesses  have  subordinated  prof- 
itability to  market  share  and  lifetime 
employment.  Thus  Japan's  much- 
vaunted  manufacturers  have  eked 
out  average  returns  on  equity  of  just 
5.2%  in  the  past  decade,  compared 
with  17.4%  in  the  U.S.,  according  to 
the  Daiwa  Institute  of  Research  (see 
chart,  p.  80).  The  Japanese  economy 
is  also  continuing  to  struggle. 

No  surprise  then  that  the  Japan- 
ese stock  market  is  down  nearly  50% 
from  its  1989  high,  while  the  U.S. 
market  is  up  164%. 

But  if  Square  Co.  is  indicative  of  a 
trend,  things  are  changing.  Prime 
Minister  Ryutaro  Hashimoto  is 
encouraging  companies  to  strength- 
en corporate  governance  and 
improve  financial  disclosure.  Paying 
more  heed  to  shareholders  will 
almost  certainly  force  companies  to 
manage  for  higher  returns.  The  net 
result  for  Japan  will  be  a  more  effi- 
cient economy. 

There  is  even  the  beginning  of  a 
trend  to  tie  executive  compensation 
to  financial  results.  In  June  Japan 
legalized  stock  options.  It  also 
recently  legalized  share  buybacks; 
now  companies  have  a  choice 
between  spending  their  money  on 
profitless  expansion  or  returning  it 
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Traders  suffering  through  the  eighth  year  of  Tokyo's  bear  market 

The  message  is  getting  through:  Higher  prices  will  require  higher  returns. 


to  shareholders  in  the  form  of  stock 
buybacks.  Both  these  moves  are  a 
step  toward  better  aligning  the  inter- 
ests of  shareholders  and  manage- 
ment. Next  up:  permitting  business- 
es to  adopt  holding  company  status. 


This  will  make  it  easier  for  them  to 
shed  or  restructure  weak  divisions. 

As  a  smaller  and  somewhat  maver- 
ick company,  Square  (revenues  $308 
million)  is  a  bit  ahead  of  the  curve. 
It  now  offers  developers  of  its  games 


sales-linked  bonuses  of  up  to 
$800,000.  One  product  of  the  new 
incentive  system  is  Final  Fantasy  VII: 
Consumers  snapped  up  more  than  3 
million  copies,  a  new  record  for  a 
Square  game. 

President  Takechi  proudly  expects 
the  company's  pretax  margin  to  hit  a 
record  high  of  close  to  30%  in  the 
year  through  next  March. 

Bigger  companies  are  slowly  fol- 
lowing. More  than  30  firms,  includ- 
ing Asahi  Breweries  and  Citizen 
Watch,  have  initiated  share  buybacks. 
Toyota  Motor  dipped  into  its  $22 
billion  cash  hoard  last  fiscal  year  to 
buy  back  $870  million  of  its  stock, 
and  plans  a  similar  move  this  term. 

<cWhat's  going  on 
is  a  huge  buildup 
of  pressure  [inside 
companies].  When  change 
comes,  it'll  be  sudden." 


The  auto  giant  last  month  granted 
directors  their  first  stock  options  and 
is  encouraging  midlevel  managers  to 
buy  Toyota  stock  by  subsidizing 
monthly  purchases.  Since  taking  over 
as  company  president  in  1995, 
Hiroshi  Okuda  has  also  vowed  to 
push  Toyota's  return  on  equity  well 
into  the  double  digits,  from  last 
year's  dull  7%. 

Sony  jumped  the  options  gun  in 
1995  by  using  equity  warrants  to 
grant  directors  optionlike  incentives. 
It  also  broke  itself  into  ten  operating 
companies,  each  with  its  own 
income  statement  and  balance  sheet, 
and  switched  from  using  net  profit 
margins  to  a  U.S. -style  cash  flow 
model  to  rate  performance.  "Cash 
flow  and  stock  prices  are  closely  cor- 
related," says  Sony  Chief  Financial 
Officer  Tamotsu  Iba,  with  obvious 
satisfaction. 

In  June  Sony  also  created  a  U.S.- 
style  board,  cutting  membership 
from  38  to  10,  with  3  outside  direc- 
tors. One  is — gasp! — an  American, 
and  another  a  representative  of  a 
U.S.  company:  Blackstone  Group 
Chairman  Peter  Peterson  and  Gold- 
man, Sachs  (Japan)  Chairman  Hideo 
Ishihara. 
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Going  separate  ways 
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Sources:  Daiwa  Institute  of  Research;  Standard  &  Poor's. 

For  decades  Japanese  companies  have  put  market  share  and  employees  first.  Result: 
dismal  returns  on  shareholders'  equity.  With  stock  options  and  share  buybacks  now 
legal,  firms  are  starting  to  align  the  interests  of  management  and  investors. 


Foreign  investors  are  helping  push 
the  changes.  Moving  abroad  for 
diversification,  they  are  becoming 
big  holders  in  Japanese  companies 
(see  table,  p.  82).  California  Public 
Employees'  Retirement  System 
(Calpers),  already  referred  to  half- 
jokingly  in  the  Japanese  press  as  an 
American   sokaiya,   or  corporate 


extortionist,  owns  $5.6  billion  in 
Japanese  equities.  It  plans  to  release 
Japanese  corporate  governance 
guidelines  this  fall  and  may  begin 
targeting  underperformers  within  a 
year  or  two. 

Foreigners  won't  have  to  wage  the 
war  alone.  Domestic  institutions 
now  hold  10%  of  Japanese  stocks 


purely  for  investment  purposes, 
about  the  same  percentage  held  by 
foreigners. 

Japan's  pension  assets  are  also  set 
to  double  in  the  next  decade,  to 
roughly  $3.5  trillion.  Many  pension 
plans  are  severely  underfunded,  with 
average  fiscal  1996  returns  reported- 
ly having  fallen  to  a  record  low  2%. 
The  pension  funds  badly  need  better 
results,  which  means  they  will  press 
to  make  managers  pay  more  atten- 
tion to  profits,  dividends  and  stock 
prices. 

Japan's  troubled  life  insurance 
companies,  too,  are  big  holders  of 
corporate  equities  and  are  beginning 
to  press  for  better  returns.  "Life 
insurers  [now]  say  they  regret  past 
deals  that  might  have  involved 
buying  [corporate]  bonds  in 
exchange  for  1,000  new  life  insur- 
ance contracts,"  says  Masaru  Kaku- 
tani,  representative  director  of 
Moody's  Japan. 

The  trend  toward  a  more  U.S. -like 
system  seems  irresistible,  but  it  won't 
come  overnight.  There  is  still  plenty 
of  resistance.  Take  giant  Kawasaki 
Steel  (fiscal  1996  sales,  $11  billion), 
which  has  a  cozy  58%  of  its  shares  in 
the  hands  of  Japanese  financial  insti- 
tutions. When  Forbes  asked  to  dis- 
cuss its  1.6%  return  on  equity,  a 


A  Japanese 
Michael  Milken! 

Junk  bond-financed 
takeovers  and  leveraged 
buyout  artists  helped  whip 
the  U.S.  economy  into 
shape  in  the  1980s.  They 
could  buy  equities  on  the 
cheap  because  the  busi- 
nesses weren't  run  very 
profitably.  Under  their 
goading,  profitability  was 
restored.  Michael  Milken 
was  the  most  visible  U.S. 
practitioner  of  the  art. 

Wakako  Komatsu,  an 
analyst  at  Daiwa  Institute 
of  Research  in  Tokyo,  says 
Japan  today  is  where  the 
U.S.  was  in  the  early 


1980s.  Japan's  manufac- 
turers last  year  sported 
average  returns  on  equity 
of  4. 5%,  one-fifth  of  U.S. 
rates.  Their  cash  and  mar- 
ketable securities  account 
for  about  20%  of  total 
assets,  double  U.S.  levels, 
and  way  beyond  what 
they  need. 

Take  House  Foods, 
fiscal  1996  revenues  $1.6 
billion.  Cash  and  mar- 
ketable securities  make  up 
nearly  half  its  $1.9  billion 
in  total  assets.  Daiwa  has 
figured  Flouse  could 
boost  its  earnings  per 
share  65%  and  its  return 
on  equity  from  5.7%  to 
16.2%  simply  by  using  the 
excess  cash  for  share 


buybacks. 

Since  Japanese  firms  use 
capital  so  inefficiently,  it's 
no  surprise  that  many  of 
the  stocks  are  cheap  in 
relation  to  sales  and  assets. 
Daiwa  estimates  that  268 
Tokyo  Stock  Exchange 
firms,  17%  of  the  total, 
trade  below  book  value. 
Among  them,  the  most 
likely  targets  of  mergers 
and  buyouts  are  cash-rich 
firms,  especially  food-  and 
drug-makers,  which  tend 
to  generate  lots  of  capital 
and  have  low  cross-share- 
holding ratios. 

"The  story  in  Japan 
today  is  share  buybacks. 
Next  will  be  m&a  and 
LBOs,  which  will  be  much 


more  profitable  than  in 
the  U.S.  because  buyers 
can  use  a  target's  cash  as 
collateral  [for  loans],  and 
higher  leverage  means 
higher  profits,"  says 
Komatsu. 

When  the  takeover- LBO 
wave  started  in  the  U.S., 
the  Dow  industrials  were 
at  1,000.  In  the  aftermath 
of  the  restructuring  and 
changing  attitudes,  the 
U.S.  market  has  risen 
eightfold. 

Is  Japan's  long  bear 
market  over?  There  are 
certainly  close  parallels 
with  the  situation  that  pre- 
vailed in  the  U.S.  in  the 
early  1980s. 
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WHY  SPEND  YOUR  TIME 


TRACKING  YOUR  INVESTMENTS? 


GET  THE  LION  ACCOUNT: 


The  Lion  AccountSM  from  Dreyfus  is  the  all-in-one  asset 
management  account  that  makes  controlling  your  finances 
a  simple  task.  With  it,  you  get  one  simple  statement  that 
consolidates  all  your  account  activity  —  from  investments 
to  check  writing  —  to  make  it  easy  to  track  your  financial 
progress  and  manage  your  investments.  You'll  also  have 
access  to  stocks,  bonds  and  over  $,000  mutual  funds. 
Plus,  ongoing  access  to  Dreyfus  Advice  and  Guidance®* 
from  advisors  whose  primary  concern  is  your 
financial  well-being.  So  call  today  for  a  ^^/Kb 
free  information  kit  explaining  more 
about  The  Lion  Account  and  how  it 
can  help  simplify  your  financial  life. 

CALL  FOR  YOUR  FREE  INFORMATION  KIT  TODAY 

1-800-443-9793  ext.  4372 

OR  STOP  BY  A  LOCAL  DREYFUS  FINANCIAL  CENTER. 


Efcreyfus 

THE  LION  ACCOUNT" 


1  _/ 


*Dreyfus  Advice  and  Guidance*  provided  through  Dreyfus  Investment  Advisors,  Inc.,' 
a  Registered  Investment  Advisor.  Financial  Planners  will  recommend  mutual  funds  only  from  a 
prescreened  list  of  Dreyfus  and  non-Dreyfus  funds  available  without  loads  or  transaction  fees. 
This  list  is  based  on  quantitative  analysis  provided  by  Lipper  Analytical  Services.  Inc.  on  the  basis 
of  criteria  supplied  by  Dreyfus,  and  qualitative  analysis  performed  by  an  independent  third  party 
advisory  firm.  ©1997  Dreyfus  Service  Corporation,  brokerage  services  provided  through  Dreyfus 
Service  Corporation,  member  NASD  and  SIPC.  Call  for  a  mutual  fund  prospectus  with  more 
complete  information,  including  charges  and  expenses.  Read  it  carefully  before  investing. 
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spokesman  said  executives  were  too 
tied  up  with  a  summer  baseball 
tournament. 

Hitachi  Ltd.  declined  similar 
requests.  No  surprise.  The  sprawling 
conglomerate  makes  everything 
from  rice  cookers  to  nuclear  power 
generators,  has  $10.6  billion  in  cash 
and  a  return  on  equity  of  2.7%. 
Hitachi's  stock  price  has  gone 
nowhere  over  the  past  decade,  while 
Sony's  has  risen  164%.  Sony's  market 
capitalization  recently  surpassed 
Hitachi's,  though  the  latter  has  1.5 
times  Sony's  revenues. 

Hitachi  is  rich  enough  that  per- 


In  June  Sony  created 
a  U.S.-styk  board,  cutting 
membership  from  38  to  10. 
One  is— gasp!— an  American. 

haps  it  need  not  worry  about  what 
the  capital  markets  think.  That's  not 
true  of  most  Japanese  companies. 
Their  banks  are  too  loaded  with  bad 
loans  to  be  a  dependable  source  of 
capital  in  the  immediate  future.  Akio 
Mikuni,  president  of  Japanese  debt 
rating  agency  Mikuni  &  Co.,  says 
more  than  60%  of  the  1,200  firms  he 


tracks  fetch  a  double-B  rating  or 
below — the  equivalent  of  junk  status 
in  the  U.S.  When  the  currently  slug- 
gish Japanese  economy  picks  up, 
many  businesses  will  need  fresh  cap- 
ital. That  will  mean  something  new: 
tapping  public  markets,  both  in 
Japan  and  abroad. 

Moody's  Kakutani  is  a  perceptive 
observer  of  the  changes.  "What's 
going  on  is  a  huge  buildup  of  pres- 
sure, like  a  glacier  pushing  on  a  50- 
year-old  dam,"  he  says.  "As  cracks 
develop,  you  don't  see  change  from 
afar,  but  when  it  comes,  it'll  be 
sudden."  ■■ 


When  they  get  that  bottom-line  religion 


Company/business 

Recent 

P/E 

ROE 

Market 

Price/ 

US  counterpart 

Price/ 

price 

value 

sales* 

sales* 

(JUS) 

(tmih 

V  £11111/ 

Acom/consumer  finance 

$54.37 

25.6 

14.5% 

$7,973 

6.6 

Household  International 

9.6 

Asahi  Bank/banking 

7.18 

135.2 

2.5 

16,677 

3.9 

JP  Morgan 

5.2 

Canon/printers;  office  equipment 

30.85 

34.2 

7.6 

26,337 

1.4 

Hewlett-Packard 

7.2 

Daiwa  Securities/securities 

6.85 

NM 

NM 

9,212 

3.4 

Merrill  Lynch 

6.1 

Fujitsu/computers 

14.84 

70.1 

5.8 

27,318 

:  i.i 

IBM 

1.6 

Hitachi/multi-industry 

11.46 

51.3 

2.7 

38,167 

0.7 

(ipnpral  Flprtrir 

4.2 

Honda  Motor/a  utos 

32.29 

16.9 

10.8 

31,458 

1.0 

Ford  Motor 

1.4 

Japan  Tobacco/cigarettes 

7,772.46 

NM 

6.1 

15,545 

0.5 

Philip  Morris 

1.8 

KAO/household  products 

14.84 

38.3 

7.4 

8,917 

\  12 

Procter  &  Gamble 

|  3.0 

Kirin  Brewery/beer 

9.02 

32.8 

4.2 

9,493 

0.7 

Anheuser-Busch 

!  23  ] 

Komatsu/construction  machinery 

6.58 

42.6 

2.7 

6,601 

1.1 

Caterpillar 

1.7 

Kubota/farm  machinery 

4.04 

25.5 

4.7 

5,692 

0.9 

Deere 

i  1.8 

Matsushita  Commun  Industrial/telecommun  equipment 

41.48 

32.3 

10.3 

7,802 

1.3 

Lucent  Technologies 

i  2.3 

Mitsubishi  Chemical/chemicals 

2.54 

NM 

1.1 

5,559 

0.8 

El  du  Pont  de  Nemours 

!  1.4 

Mitsubishi  Electric/electrical  equipment 

5.29 

156.7 

4.0 

11,348 

0.6 

Emerson  Electric 

;  2.4 

Mitsubishi  Motors/autos 

5.77 

54.4 

3.2 

5,316 

0.5 

Ford  Motor 

1.4 

Mitsubishi  Trust  &  Banking/banking 

13.99 

193.0 

5.9 

18,224 

2.7 

JP  Morgan 

5.2 

NEC/electronics 

14.42 

33.0 

6.3 

22,289 

0.9 

Motorola 

1.8 

Nikko  Securities/securities 

5.45 

NM 

NM 

8,012 

4.9 

Merrill  Lynch 

6.1 

Nippon  Telegraph  &  Telephone/telecommunications 

10,284.60 

71.0 

4.0 

163,638 

!  2.6 

SBC  Communications 

3.6 

Rohm/semiconductors 

123.92 

|  37.2 

8.7 

14,342 

4.9 

Intel 

6.4 

Taisho  Pharmaceutical/heaiih  care 

25.96 

31.6 

9.8 

8,888 

3.9 

Merck 

|  5.7 

Takeda  Chemical  Industries/health  care 

30.01 

43.7 

8.8 

26,281 

3.2 

Merck 

j  5.7  J 

TDK/magnetic  tapes;  electronics 

83.46 

21.9 

5.2 

10,976 

'    2.1  • 

Minnesota  Mining  &  Mfg 

2.8 

Yasuda  Fire  &  Marine  Insurance/property  &  casualty  insurance 

6.36 

\  52.7 

4.8 

5,645 

0.4 

Allstate 

1.4 

'Market  value  of  common,  plus  total  debt,  divided  by  sales.  NM:  Not  meaningful. 


Source:  WorMscope 


Many  Japanese  firms  trade  at  high  multiples  of  earnings  but  low  multiples  of  sales. 
If  they  ever  get  profit  margins  up  to  typical  U.S.  levels,  their  earnings  will  boom 
and  their  stocks  may  look  like  bargains. 
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"our  finance  department 
deals  with  all  the  paperwork. 
Unfortunately  the  finance 

department  is  also  me 

solution 


The  IBM  No  More  Paperwork  Solutions. 

Nobody  sets  up  a  business  because 
they  like  doing  paperwork.  All  too 
often  being  your  own  boss  means  long 
hours  spent  shuffling  forms  instead 
of  chasing  dreams. 

IBM  accounting  solutions  can  automate 
tasks  from  accounts  receivable  and 
payable  to  inventory  management. 
The  result?  A  clear  picture  of  your 
overall  cash  flow  and  improved  cash 
management.  And  they  run  on  the  most 
popular  opera  ting  systems  out  there.  So 
you  can  get  down  to  business,  without 
disrupting  business.  We  can  also  help 


finance  your  acquisition  with  flexible 
and  attractive  leases. 
Buy  any  IBM  accounting  solution  and 
get  a  Dun  &  Bradstreet  ''Business 
Solution  in  a  Box  ""(a  $2,500  value, 
absolutely  free*). 

Call  IBM  at  1  888  IBMS800  and 
we'll  send  you  a  free  "Guide  to  Doing 
Business  on  the  Internet.""  Well  also  put 
you  in  touch  with  an  IBM  Business 
Partner,"  an  independent  expert  who 
can  provide  you  with  accounting 
solutions  best  suited  to  your  business. 
For  more  information,  visit  us  at 
wwiv.  businesscenter.  ibm .  com 


Solutions  lor  a  small  planet " 


ation  in  the  United  States  and/or  other  countries  Business  Solution  in  a  Box  is  a  trademark  ol  the  Dun  &  Bradstreet  Corporation  ©  1997  IBM  Corp  All  rights  reserved 
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The  Administration  is  congratulating  itself 
over  an  unexpected  surge  in  tax  revenues. 
Guess  where  the  windfall  came  from? 

That's  gratitude 
for  you 


By  Lawrence  B.  Lindsey 

It's  only  good  man- 
ners to  say  thank-you 
for  a  gift.  But  no  one, 
not  Newt  Gingrich  or 
Bill  Clinton  or  Robert 
Rubin,  uttered  one 
word  of  gratitude  to 
the  taxpayers  who 
forked  over  $45  billion 
more  in  taxes  this  year 
than  was  expected. 

Why  the  ingratitude? 
Because  the  very 
people  who  provided 
this  welcome  surprise, 
and  are  being  counted 
on  to  continue  deliver- 
ing similar-size  sur- 
prises, belong  to  the 
despised  group  that 
politicians  most  like  to 
revile — the  so-called 
rich. 

The  surprise  surge  of 
$45  billion  in  tax  rev- 
enue was  not  the  result 
of  the  booming  economy;  payroll  and 
corporate  taxes  came  in  at  close  to 
the  expected  level.  As  the  Congres- 
sional Budget  Office  notes,  only  one 
type  of  tax  produced  more  than  the 
expected  amount  of  revenue,  and 
that  is  the  personal  income  tax.  Since 
wages  and  profits  were  about  what 
was  anticipated,  the  surge  came  from 
more  taxable  income  going  to  tax- 
payers in  high  brackets. 

The  numbers  are  striking.  Accord- 
ing to  the  Census  Bureau,  the  top 
5%  of  American  households  got  17 
of  aggregate  income  back  in  1985. 
In  1995,  however,  they  got  21%. 
That  may  disturb  the  redistribution 


ists,  but  it's  good  news  for  the  IRS 
since  the  rich  pay  a  far  higher  per- 
centage of  their  income  to  the  gov- 
ernment than  the  other  95%  of  the 
population  does. 

That  rich  5%  now  pays  about  47% 
of  all  income  taxes.  If  income  distri- 
bution were  to  magically  return  to 
what  it  was  in  1985  and  total 
income  remained  the  same,  the 
Treasury  Department  would  lose 
$42  billion.  That  would  be  on  top  of 
forgoing  the  $45  billion  annual  rev- 
enue bonus  the  CBO  expects,  because 
the  rich  have  gotten  even  richer 
since  1995. 

Remember  that  1985  was  hardly 


thought  to  be  the  golden  age  of 
income  equality  either.  It  was  the 
height  of  the  Reagan  era,  and  the 
nation's  media  were  busy  tut-tutting 
about  how  unfair  and  unequal  society 
had  become.  Whatever  else  one 
thinks  about  income  inequality,  it 
does  create  revenue  for  the  govern- 
ment to  spend. 

And  despite  claims  of  Clinton  and 
the  Democrats  that  it  was  Reagan 
who  caused  the  rich  to  get  richer, 
data  from  a  number  of  sources  sug- 
gest that  the  rich  got  richer  even 
faster  under  Clinton. 

While  the  current  year's  revenue 
gains  are  certainly  the 
result  of  the  rich  get- 
ting richer,  it  does  not 
follow  that  everyone 
else  was  getting  all  that 
much  poorer.  The 
bump-up  in  personal 
income  was  mostly 
driven  by  a  huge 
increase  in  capital  gains. 
Since  rich  people  own 
more  stocks  and  other 
assets  than  everyone 
else  does,  the  rich  pay 
most  of  the  capital 
gains  taxes. 

It's  not  that  investors 
have  been  eager  to  cash 
in  their  paper  apprecia- 
tion and  become  sub- 
ject to  the  capital  gains 
tax.  But  they  have  no 
control  over  mutual 
fund  capital  gains  distri- 
butions. The  Invest- 
ment Co.  Institute 
reports  that  in  1994 
mutual  funds  distributed  $30  billion 
in  capital  gains  to  shareholders.  In 
1996  this  figure  jumped  to  $101  bil- 
lion. Some  of  these  gains  were  short- 
term  and  taxed  in  brackets  as  high  as 
39.6%.  Some  were  untaxable  portions 
of  IRAs,  but  most  were  probably  taxed 
at  28%.  Figure  that  those  higher 
mutual  fund  distributions  produced 
around  $20  billion  in  extra  revenue 
for  the  Treasury. 

Moreover,  the  market  value  of 

Lawrence  B.  Lindsey,  a  former  governor  of  the 
Federal  Reserve  System,  holds  the  Arthur  F.  Burns 
Chair  in  Economics  at  the  American  Enterprise 
Institute. 
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equities  held  by  individuals  increased 
by  $3.5  trillion  between  1985  and 
1996.  If  investors  cashed  in  even  2% 
of  those  paper  gains  last  year,  they 
would  have  paid  another  $20  billion 
in  capital  gains  taxes. 

Put  together,  you  could  see  how 
capital  gains  could  explain  the  gov- 
ernment's windfall. 

What  about  those  tax  breaks  for 
the  rich  that  the  media  and  some 
politicians  have  been  complaining  so 
loudly  about?  The  reduction  in  capi- 
tal gains  tax  rates  over  the  next  five 
years  is  estimated  to  be  revenue-neu- 
tral through  2002.  That  is,  the  lower 
rates  will  probably  be  offset  by 
increased  capital  gains  taking.  The 
rich  won't  be  paying  fewer  dollars  in 
capital  gains  taxes. 

The  estate  tax  reductions,  howev- 
er, will  cost  the  Treasury  an  estimat- 
ed $6.4  billion  over  five  years.  Chalk 
that  up  for  the  upper  5%. 

That  means  the  so-called  rich  will 
get,  net,  a  bit  over  $1  billion  a  year  in 
tax  relief.  That's  out  of  a  tax  bill  that 


Whatever  else  one  thinks 
about  income  inequality, 
it  does  create  revenue  for 
the  government  to  spend. 

is  touted  as  the  biggest  Federal  tax 
cut  since  198 1 . 

In  contrast  to  the  minimal  estate 
tax  relief,  the  $500  tax  credit  to  be 
given  for  each  child  will  cost  roughly 
$85  billion  over  five  years.  Although 
Congress  gave  the  credit  for  millions 
of  youngsters  in  families  who  pay  no 
income  taxes  at  all,  it  phased  out  the 
credit  for  families  earning  $110,000 
or  more,  greatly  complicating  the  tax 
code  and  boosting  marginal  tax  rates 
for  as  many  as  1  million  American 
families. 

The  next- biggest  item  is  a  series  of 
tax  benefits  for  college  education. 
Together  these  will  cost  roughly  $39 
billion  over  five  years.  To  some 
extent  these  breaks  recognize  the 


burden  of  high  tuition  in  a  world  in 
which  virtually  all  scholarship  aid  is 
income-based  and  does  not  depend 
on  academic  achievement.  Once 
again,  high-income  taxpayers,  nearly 
all  of  whom  are  paying  the  full 
tuition  bill  for  their  kids,  were 
excluded.  The  phaseout  level  for  get- 
ting an  education  tax  credit  is 
$40,000  for  single  parents  and 
$80,000  for  marrieds.  Not  many 
married  couples  earning  $80,000  a 
year  and  paying  full  college  tuition 
for  a  couple  of  kids  think  of  them- 
selves as  rich. 

To  sum  up:  Over  five  years  the  tax 
windfall  will  come  to  $225  billion.  Of 
this  the  so-called  rich — who  con- 
tribute almost  all  the  windfall — will 
get  back  roughly  3%. 

If  stocks  falter,  or  if  the  rich  get 
poorer,  then  the  other  95%  of  the 
American  people  will  have  to  pay  for 
what  the  politicians  have  just  spent. 

Wouldn't  you  think  the  rich  would 
be  at  least  entitled  to  a  small  thank-you 
from  the  guys  in  Washington?  Ml 
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Everyone  wants  to  be  the  next  Cisco— including  Cisco. 
Does  little  NetSpeed  have  a  chance? 

John  McHale 
strikes  again 


By  Christopher  Palmeri 

After  working  all  day  designing 
mainframe    computer- networking 
equipment  for  Harris  Corp.  in  Dallas, 
Tex.,  John  McHale  often  headed  for 
a  local  tanning  salon.  He  wasn't 
interested  in  a  tan.  He  needed  a  quiet 
place  for  a  45-minute  nap  that  would 
freshen  him  up  to  work  most  of  the 
ensuing  night  at  NetWorth  Inc.,  a 
company  he  cofounded.  NetWorth 
was  figuring  out 
ways  to  connect 
corporations'  per- 
sonal computer- 
based  networks. 

The      20-hour    NetSpeed  founder 
workdays  paid  off   John  McHale 
in     1995     when    Racing  with 
Compaq  Comput-  technology, 
er  Corp.  bought 
NetWorth  Inc.  for 
$360  million.  Then  39,  McHale 
pocketed  $24  million.  He  could  have 
retired,  but  in  1996,  after  a  short 
time  at  Compaq,  he  decided  to  work 
on  something  else.  At  home  he 
would  play  around  on  the  Internet 
and,  like  lots  of  people,  quickly  grew 
frustrated  with  the  slow  speeds. 
There  had  to  be  a  better  way. 

McHale  experimented  with  ways 
to  increase  connection  speed.  He 


High-speed  competition 


Recent 
price 

 52-week- 

high 

low 

Latest 
12-month 
revenue 

($mil) 

Market 
capitalization 
($mil) 

1997 
estimated 
EPS 

Amati  Communications 

$14.06 

$25.38 

$7.13 

$14 

$269 

$-0.48 

Aware 

10.63 

19.00 

8.50 

7 

204 

-0.08 

Orckit  Communications 

13.00 

20.75 

8.63 

22 

184 

-0.04 

PairGain  Technologies 

22.13 

43.25    .  1 

1463 

255 

1,492 

0.63 

Westell  Technologies 

19.56 

47.38 

8.63 

78 

293 

-0.36* 

Prices  as  of  Aug.  14.  *1998  estimate. 

Sources:  Value  Line  via  OneSource  Information  Services;  IBES  Express;  Salomon  Brothers,  Inc. 

focused  on  a  technology  known  as 
Asymmetric  Digital  Subscriber  Line. 
Developed  in  the  1980s  to  enable 
telephone  companies  to  send  video 
images  over  phone  lines,  ADSL  sat  on 
the  shelf  more  or  less  unexploited  as 
the  phone  companies  concentrated 
their  energies  elsewhere. 

Unlike  the  telephone  companies' 
high-speed  Integrated  Services  Digital 
Network  lines,  ADSL  doesn't  clog  the 
voice  network  you  use  when  you  make 
a  telephone  call.  Data  sent  along  ADSL 
channels  travels  to  the  telephone 
company's  central 

1  office  over  ordi- 
£  nary  copper 
g  wires,  but  then  it 

2  connects  to  a  sep- 
arate data  net- 
work installed 
by  phone  compa- 
nies to  facilitate 
corporate  data 
traffic. 

ADSL  can  oper- 
ate at  speeds  55 
times  faster  than 
ISDN  and  250 
times  faster  than 
the  28.8-kilobit- 
per-second  mo- 
dems widespread 
today. 

Familiar  terri- 
tory for  McHale. 
His  first  company 
had  designed 
equipment  to 
connect  internal 
corporate  com- 
puter networks  at 
high  speeds  and 
relatively  inex- 
pensively over 
existing  phone 
lines.  He  began 


These  five 
companies  are 
among  the 
contenders  to 
bring  high-speed 
Internet  access 
to  the  telephone 
lines.  They  were 
hot  stocks  last 
year — and  could 
take  off  again. 
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easier  to  earn  points. 
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Or  harder  to  decide 
where  to  use  them. 

(Sorry) 
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miles  or  other  great  rewards.  For  more  information  click  over  to  our  Web  site  (www.marriottrewards.com), 
or  pick  up  the  phone  and  call  800-249-0800  to  enroll. 
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to  see  thai  dsl  could  be  harnessed 
to  give  individual  users  the  same 
speed  that  corporations  enjoyed,  at 
very  reasonable  prices. 

"I  saw  the  same  paradigm  playing 
out,"  says  McHale.  "Before  [with 
NctWorth]  it  was  connecting  corpo- 
rate networks  at  high  speeds.  Now  I 
saw  all  the  excitement  the  Web  was 
generating,  as  well  as  the  20  million 
people  who  were  telecommuting.  I 
couldn't  sit  back." 

In  April  of  last  year  McHale  found- 
ed a  new  company  with  a  name  rem- 
iniscent of  his  first  success.  He  called 
it  NetSpeed,  Inc.  Its  mission  was  to 
produce  the  superfast  ADSL  modems 
and  switches  needed  to  connect  com- 
puters to  Internet  access  providers 
and  phone  companies.  Money  was  no 
obstacle.  Brandishing  his  NetWorth 
record,  McHale  bypassed  venture 
capitalists  and  raised  money  directly 
from  wealthy  individuals,  small  insti- 
tutional funds  and  Northern  Tele- 
com. The  backers  kicked  in  $30  mil- 
lion for  a  one-third  interest. 

McHale's  record  also  helped  him 
hire  first-class  engineers.  "It's  stock 
options,"  explains  Paul  Zito,  the 
former  chief  financial  officer  at 
NetWorth  who's  now  chief  of  opera- 
tions at  NetSpeed.  "Everybody  wants 
to  be  a  part  of  something  big." 

NetSpeed  is  at  the  moment  far 
from  being  something  big.  And  it  is 
venturing  into  crowded  waters.  It  has 
been  shipping  modems  since  Febru- 
ary and  its  first  switches  were  shipped 
last  month.  Over  50  firms  are  already 
pursuing  the  high-speed  access 
market,  including  giants  like  Motoro- 
la, Alcatel  and  Lucent  Technologies, 
plus  some  high-flying  smaller  compa- 
nies (see  table,  p.  88).  Mighty  Cisco 
Systems  recently  spent  $150  million 
on  a  company  that  hopes  to  deliver 
high-speed  Internet  access  over  tele- 
phone lines. 

Obviously  only  a  few  of  die  contes- 
tants will  survive,  let  alone  prosper, 
but  with  so  glittering  a  prize,  who 
cares?  Despite  the  odds  against  him, 
McHale  says,  he  receives  scores  of  calls 
from  people  wanting  to  buy  stock. 
("Soon,"  he  tells  them.)  And  why 
not?  "One  of  these  guys  could  be  the 
next  Cisco,"  says  Edward  Olkkola,  an 
executive  at  Compaq  Computer's 
communications  products  division.  Bi 


Remember  when  the  banks  lined  up  to  get  in 
on  those  LBOs'  realty  and  energy  deals?  Ouch! 
The  new  kick  is  equipment  leasing. 

Bankers  have 
short  memories 


By  Seth  Lubove 


TOM  GARRETT 


Tiny  Yuba  City,  Calif,  is  the  self- 
proclaimed  "Prune  Capital  of  the 
World."  Visiting  the  Feather  River 
State  Bank  here  is  like  entering  a  time 
warp.  Locals  still  bank  with  smiling 
human  tellers,  and  bank  employees 
dress  in  purple  prune  regalia  during 
the  town's  annual  prune  festival. 

However,  the  old-fashioned  atti- 
tude does  not  extend  to  the  folks  who 
run  the  pint-size  ($275  million 
assets),  seven-branch  community 
bank.  The  little  bank  has  embraced 
equipment  leasing. 

"What  happened  is,  with  very  little 
effort  we  did  a  couple  million  dollars 
a  year  in  just  referring  leases  [to  other 
leasing  companies],  so  we  said,  'Wow, 
there's  something  here,'"  says  the 
bank's  folksy  chief  executive,  Robert 
Mulder. 

The  bank  is  running  in  fast  compa- 
ny. Bankers  everywhere  are  falling  all 
over  themselves  to  invest  sharehold- 
ers' money  in  owning  and  leasing  out 
everything  from  jet  airplanes  and  rail- 
cars  to  fax  machines  and  personal 
computers.  Today  about  a  third  of  all 


capital  spending  is  financed 
via  leases  rather  than 
through  direct  ownership.  A 
MM  quarter  of  a  trillion  dollars' 
]M  worth  of  capital  equipment  is 
m  owned  by  the  100  top  leasing 
companies  alone,  and  the  total 
increased  17%  last  year  alone. 
Outfits  like  GE  Capital  are  big 
players,  but  it  is  the  banks,  late- 
comers to  the  business,  that  are 
gaining  market  share  fastest. 
At  the  end  of  1996, 
according  to  Molloy  Associ- 
ates, an  Ardmore,  Pa.  consult- 
ing firm,  banks  held  about  one-fifth  of 
all  leased  assets,  and  that  share  is 
growing  fast.  Mellon  Bank  Corp.'s 
leasing  assets  nearly  tripled  last  year,  to 
$2.6  billion,  after  the  bank  bought 
part  of  Ford  Motor  Co.'s  equipment- 
leasing  division. 

Like  most  latecomers,  the  banks  are 
frequently  shaving  rates  to  get  the 
business.  "I'd  be  willing  to  bet  the 
banks  pay  premiums  because  they 
want  to  be  in  the  business  so  desper- 
ately," says  Gerald  Parrotto,  Molloy's 
president. 

Are  some  banks  in  over  their  heads 
in  a  business  they  know  little  about? 
Unlike  a  loan,  which  is  mostly  a  credit 
risk,  an  equipment  lease  is  an  asset  risk 
as  well.  Not  only  is  the  bank  betting 
that  it  is  financing  someone  who  will 
pay  its  money  back,  it's  also  making  a 
bet  that  it  can  sell  the  returned  asset 
for  the  "residual"  price  that  it  esti- 
mated when  the  lease  was  signed. 

Personal  computers,  for  instance, 
are  notoriously  prone  to  rapid  obso- 
lescence and  are  hellish  to  value. 
"What's  scary  in  today's  environment 
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FRANKLIN   HIGH  YIELD 
TAX-FREE  INCOME  FUND 

Looking  For  High  Current 
Tax-Free  Income? 

***** 

■  You  can  start  by  looking  at  the  Franklin  High 
Yield  Tax-Free  Income  Fund.  Five-star  rated  by 
Morningstar,  Inc.,  overall  and  among  1,315,  640 
and  297  municipal  bond  funds  for  the  3-,  5- 
and  10-year  periods  ended  6/30/97, f  the  fund's 
Class  I  shares  seek  to  provide  investors  with  high 
current  income  exempt  from  regular  federal 
income  tax  by  investing  in  high  yielding,  lower- 
and  non-rated  municipal  securities.n  And  that 
may  be  an  advantage  for  those  seeking  to  maxi- 
mize their  tax-free  income.  Of  course,  an  investor 
is  paid  a  higher  yield  to  assume  a  greater  degree 
of  credit  risk.  The  fund  is  designed  to  give  you: 

Monthly  Income  Dividends 

National  Diversification 

The  Potential  For  Tax-Free  Compounding 

■  Call  your  investment  representative  or  Franklin 
today  for  a  free  brochure. 

fRating  pertains  only  to  Class  I  shares  of  the  fund. The  fund  offers  other  share 
classes,  which  are  subject  to  different  fees  and  expenses  which  will  affect  their 
performance.  Please  see  the  prospectus  for  more  information. 
Morningstar  proprietary  ratings  reflect  historical  risk-adjusted  performance  as 
of  6/ 30/9 7. The  ratings  are  subject  to  change  every  month.  Past  performance 
is  no  guarantee  of  future  results.  Morningstar  ratings  are  calculated  from  the 
fund's  three-,  five-,  and  ten-year  average  annual  returns  in  excess  of  90-day 
Treasury  bill  returns  with  appropriate  sales  charge  adjustments,  and  a  risk 
factor  that  reflects  fund  performance  below  90-day  T-bill  returns.  Ten  percent 
of  the  funds  in  an  investment  category  receive  five  stars. 
nThese  dividends  are  generally  subject  to  state  and  local  income  taxes,  if  any. 
For  investors  subject  to  federal  or  state  alternative  minimum  tax,  a  small 
portion  of  these  dividends  may  be  subject  to  such  tax.  Distributions  of  capital 
gains  and  of  ordinary  income  from  accrued  market  discount,  if  any,  are 
generally  taxable. 

Franklin  Templeton  Distributors,  Inc. 


J 


Call  1 -888-FRANKLIN  Ext.  F523 


YES!  I  would  like  a  free  prospectus  containing  more  complete  information  on  the 

Franklin  High  Yield  Tax-Free  Income  Fund,  including  sales  charges,  expenses  and 

risks.  I  will  read  it  carefully  before  I  invest  or  send  money. 

□  I  am  currently  a  Franklin  shareholder. 

Name 

Address 

City/State/Zip   


Daytime  Phone 


F  R  A\  N1  K  i  I  I  Nj 

777  Mariners  Island  Boulevard 
San  Mateo,  CA  94404-1585 


A  Member  of  the  Franklin  Templeton  Group,  Serving  Investors  for  Over  50  Years 


is  the  pressure  to  produce  [leasing | 
assets,"  says  Paul  Menzcl,  a  veteran  of 
the  industry  and  head  of  an  equip- 
ment-leasing company  that  was 
recently  acquired  by  the  smallish  ($1.4 
billion  assets)  Santa  Barbara  Bank  & 
Trust.  "Everyone  is  trying  to  grow, 
but  there's  not  enough  [lease 
demand]  to  go  around,  so  people- 
relax  credit  standards  and  due  dili- 
gence, and  they  lower  rates.  One  guy 
says  he  can  give  you  a  decision  in  48 
hours,  then  it's  24  hours,  and  now 
I'm  hearing  20  minutes.  How  do  you 
do  that  efficiently?" 

Need  an  equipment  lease  from 
Wells  Fargo?  Just  stop  by  one  of  the 
bank's  grocery-store  minibranches, 
where  you  can  inquire  about  leasing 
equipment  after  you've  bought  milk 
and  diapers. 

The  problems  came  through  clear- 
ly in  last  year's  collapse  of  Bennett 
Funding  Group  Inc.,  a  Syracuse,  N.Y. 
firm.  Bennett  originated  and  resold 
over  $2  billion  since  1990  in  securities 
supposedly  backed  by  so-called  small- 
ticket  leases  covering  office  equipment 
such  as  copiers  and  fax  machines. 

Bennett  was  a  Ponzi  scheme. 
Patrick  Bennett,  whose  father  found- 
ed the  firm,  was  writing  leases  on  the 
same  pieces  of  equipment  between 
two  to  seven  times  each,  paying  off 
earlier  investors  with  new  money  and 
skimming  the  rest. 

Most  of  the  hapless  victims  were 
individual  investors,  but  at  least  245 
community  banks  are  still  owed  an 
average  of  $920,000  each. 

Among  the  banks  that  paid  dearly 
for  their  naivete  are  Hibernia  Savings 
Bank  of  Quincy,  Mass.,  lsb  Financial 
Corp.  of  Lafayette,  Ind.  and  Mid  Am 
Inc.  of  Bowling  Green,  Ohio.  These 
smallish  banks  simply  accepted  Ben- 
nett's leases  at  face  value  without 
know  ing  that  the  same  leases  had  been 
sold  multiple  times. 

The  banks,  as  it  turned  out,  were 
Judas  goats  who  were  used  by  Ben 
nett's  salespeople  to  lure  other 
investors.  "We  don't  think  anv  of  the 
banks  knew  about  the  fraud  going  on, 
but  they  nonetheless  made  it  possible 
for  him  [Bennett]  to  do  what  he  did," 
says  Richard  Breeden,  the  former 
chairman  of  the  Securities  & 
Exchange  Commission  who  was 
appointed  the  bankruptcy  trustee 


overseeing  the  mess.  "One  lease, 
maybe  more,  was  sold  seven  times," 
says  Breeden. 

Even  eyeballing  the  equipment  and 
verifying  the  serial  numbers  doesn't 
guarantee  that  the  banks  won't  get 
scammed.  San  Francisco  lawyer  Peter 
Bertrand  of  Buchalter,  Nemer,  Fields 
&  Younger  helped  bring  down  a 
nearly  $50  million  leasing  scam  in 
1991  when  he  discovered  that  a  local- 
ly prominent  garment  operation  was 
arranging  multiple  leases  on  the  same 
knitting  and  sewing  machines. 

The   business'   crooked  owners 


Richard  Breeden,  Bennett  Funding  trustee 
Cleaning  up  after  naive  bankers. 


would  stall  a  banker  who  arrived  on  an 
inconvenient  investigation  mission 
while  someone  else  would  hustle 
around  plastering  the  banker's  serial 
number  plates  on  the  same  equipment 
that  another  banker  already  thought 
he  owned. 

Yee  Nor  Kong,  lead  perpetrator  of 
the  fraud  that  Bertrand  helped  uncov- 
er, was  sentenced  to  six  years  and  one 
month  in  federal  prison  in  1995  and 
ordered  to  pay  $20  million  to  the 
banks  she  ripped  off.  Not  all  of  the 
banks  were  tank-town  affairs.  They 
reportedly  included  J. P.  Morgan's 
Morgan  Guaranty  Trust  and  Bank  of 
California,  as  well  as  several  indepen- 
dent leasing  companies. 

Hongkong  &  Shanghai  Banking 
Corp.'s  Marine  Midland  Bank  unit 
paid  the  price  of  allowing  its  leasing 
subsidiary,  Concord  Leasing,  to  oper- 
ate too  independently.  It  was  probably 
no  small  surprise  to  the  conservative 


bankers  to  read  on  the  front  page  of 
the  Philadelphia  Inquirer  in  1993  that 
their  leasing  division  was  foreclosing 
on  a  local  hospital  that  had  defaulted 
on  a  mortgage  Marine  Midland's  leas- 
ing company  had  financed.  The  article 
featured  a  photo  of  a  tearful  hospital 
worker. 

Apparently  tiring  of  the  troubles  of 
its  leasing  business,  Marine  Midland  in 
1995  rolled  the  leasing  unit  into  the 
bank  and  cut  back  on  Concord's  activ- 
ities, but  not  before  Concord  racked 
up  $600  million  in  nonaccruing  assets, 
including  $428  million  in  bum  aircraft 
leases  on  planes  that  were  gathering 
dust  in  the  desert. 

Chase  Manhattan  Bank,  Nations- 
Bank and  Signet  Banking  Corp.  have 
all  been  hit  by  large  leasing  scams  in 
the  last  12  months.  A  Chase  can  easily 
absorb  the  losses.  Not  so  with  small 
banks.  The  Bank  of  Newport,  a  $165 
million  asset  bank  in  Newport  Beach, 
Calif,  collapsed  in  1994  when  it  was 
burned  in  an  elaborate  leasing  scheme. 
The  bank,  in  effect,  bought  a  lot  of 
phony  leases.  The  leasing  company, 
the  Sonora  Group,  got  hundreds  of 
average  people  to  sign  the  phony  lease 
agreements  and  lie  if  the  bankers 
called. 

"I  grew  up  naive,  believing  that 
banks  know  what  they're  doing.  After 
all,  they're  banks,"  says  Ronald  Rus,  a 
lawyer  who  helped  the  bank  investi- 
gate the  scam  and  then  helped  bring  it 
into  receivership.  "But  the  potential 
for  incompetency  in  a  bank  is  as  large 
as  any  other  business.  It's  higher 
because  banks  don't  pay  much  [for 
talent]." 

The  same  competition  that  is  dri- 
ving the  bank  leasing  arms  to  cut  a 
deal  in  20  minutes  is  also  bringing 
down  the  spreads  that  were  luring 
banks'into  this  racket  in  the  first  place. 
Bob  Mulder  of  Feather  River  State 
Bank  figures  he  can  still  make  more 
money  in  leasing  than  in  regular  loans, 
but  not  as  much  as  he  used  to.  "We 
went  from  a  14%  [interest  rate  equiv- 
alent] yield  five  months  ago  to  10.5% 
to  11%  now.  It's  become  very  com- 
petitive now,  especially  because  of  all 
the  banks  with  excess  liquidity  that  are 
getting  into  it." 

It  happens  with  alarming  inevitabil- 
ity. Things  stay  good  for  a  while,  and 
banks  get  careless.  H 
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A  Performance  update 

FROM  ALL  OF  US  AT  TWA. 


w, 


e  told  you  we  were  raising  our  performance  reliability  standards.  And  we  did. 

"We've  gone  straight  to  the  top  in  on-time  performance.'" 

After  seven  consecutive  months  of  improved  on-time  performance,  TWA*  has  reached  #1.* 
But  that's  just  the  beginning.  We're  also  adding  30  new,  state-of-the-art  jets  to  our  fleet. 

So  we're  a  younger  airline,  yet  with  some  of  the  most  experienced  people  in  the  business. 

"This  is  a  new  TWA.  New  jets,  new  people,  new  attitude." 

At  TWA,  the  future  is  very  much  on  our  minds.  Among  our  planned  service  enhancements  are 
expanded  first-class  cabins.  And  look  for  Trans  World®  Access,  a  new  online  booking  service 

that  allows  you  to  plan  and  book  your  own  flights  —  or  check  up  on  your  Frequent  Flight  Bonus 
account.  And  you  may  have  already  enjoyed  the  complimentary  Ambassadors  Club" 
access,  available  now  on  travel  days  for  all  premium  fare  business  travelers.** 

"We're  looking  ahead.  For  better  ways  to  serve  you." 

There  is  a  brand  new  TWA.  You  can  see  it  in  the  faces  of  our  employee  owners.  You  can 
see  it  in  our  performance.  We  invite  you  to  come  see  it  for  yourself. 


WE  WANT  TO  BE  YOUR  AIRLINE! 


TWA 


Call  your  travel  professional  or  TWA  at  1-800-221-2000.  Visit  us  online  at  www.twa.com 


'Based  on  on-time  performance  data  submitted  by  the  10  largest  carriers  to  the  Department  of  Transportation  for  the  full  month  ol  May,  June  and  the  combined  second  quarter  of  1997.  "F,  C  and  full-fare  Y  ticket 
holders  (excluding  government  contract  rates). 


Be  skeptical  if  someone  tells  you  those  new  Alaska 
and  Delaware  trust  laws  can  protect  you  from 
creditors  or  from  Big  Brother  in  Washington. 

Flimsy  shelters 


By  Brigid  McMcnamin 

The  flavor  of  the  month  in  asset 
protection  is  a  new  trust  wrinkle  that 
will  supposedly  shield  your  wealth 
from  U.S.  estate  taxes,  potential  tort 
claimants  and  most  other  creditors. 

Proceed  with  care. 

Alaska  and  Delaware  recently 
passed  laws  that  supposedly  let 
you  do  something  virtually  no  i 
other  state  allows — set  up  a  . 
trust  to  protect  your  assets  I 
from  creditors  and  yet  name 
yourself  as  beneficiary.  Pro-  I 
motors  of  these  new  asset-pro- 
tection trusts  also  claim  that  the 
same  gimmick  protects  the  assets 
from  federal  estate  tax.  It  usually 
doesn't. 

Such  enticements,  standard  over- 
seas, have — no  surprise — prompted 
thousands  of  Americans  to  stash  their 
assets  in  trusts  in  places  like  Belize, 
Barbados,  Nevis  and  die  Cook  Islands. 

Alaska  and  Delaware  are  hoping  to 
get  a  piece  of  that  offshore  business, 
which  has  attracted  (if  you  believe  the 
promoters)  an  estimated  $644  bil- 
lion. With  the  help  of  high-priced 
lawyers,  the  states  are  touting  their 
new  plans  for  U.S.  customers  far 
beyond  their  own  borders. 

Jonathan  Blattmachr,  a  partner  at 
the  prestigious  New  York  firm  of  Mil- 
bank,  Tweed,  Hadley  &  McCloy, 
dreamed  up  the  Alaska  law  that  cre- 
ated the  new  trust.  He  is  the  brother 
of  Douglas  Blattmachr,  chief  execu- 
tive officer  of  Anchorage-based 
Alaska  Trust  Co.  Brother  Doug's 
firm  was  responsible  for  lobbying  to 
get  the  law  passed  through  the  Alaska 
legislature. 

Does  the  new  trust  law  sound  too 
good  to  be  true?  Probably.  Warns 
Denver,  Colo,  lawyer  Barry  Engel,  an 
asset-protection  expert:  "Many  persons 
of  means  and  their  advisers  are  being 
lulled  into  a  false  sense  of  security." 


Here's 
why:  To  comply 
with  the  Alaska  law  you  must  hire  an 
Alaska  trustee  and  keep  some  assets  in 
the  state.  If  you're  an  Alaska  resident, 
you're  probably  pretty  well  protect- 
ed. But  if  you  live  and  do  business 
elsewhere,  there's  no  guarantee  that 
the  Alaska  law  would  apply. 

If  you're  sued  by  a  creditor  or  tort 
claimant  in  the  state  where  you  live 
and  do  business,  the  judge  will  likely 
apply  local  law  on  creditors'  rights, 
rather  than  the  law  of  the  state  where 
die  trust  is  parked. 

If  there's  a  judgment  against  you, 
say  in  New  York  or  California,  the 
U.S.  Constitution  kicks  in.  Unlike 
offshore  courts,  state  courts  must 
give  "full  faith  and  credit"  to  the 
judgments  of  other  states'  courts. 
Thus  die  courts  of  Alaska  would  have 
to  honor  the  judgment  against  you. 

There  are  other  problems.  Say  a 
creditor  or  bankruptcy  trustee  de- 
cides to  crack  the  "asset-protection 
trust"  by  proving  that  it  was  a  fraud- 
ulent transfer,  set  up  either  with  the 


intention  of  defeating  a  creditor's 
claim  or  with  the  result  of  leaving  you 
insolvent. 

In  that  respect  foreign-asset-pro- 
tection trusts  are  more  effective. 
Claimants  trying  to  crack  overseas 
trusts  in  this  way  almost  always  lose, 
unless  they  are  going  after  a  drug 
kingpin  or  a  big-time  criminal. 

In  the  Caymans,  for  instance, 
spouses  can't  challenge  trusts  as 
fraudulent.  That's  how  Robert 
Rosenkranz,  Delphi  Financial  Group 
Inc.  founder  and  chief  executive, 
thwarted  wife  Peggy's  claims  to 
half  of  their  $200  million  for- 
tune ("'Til  divorce  do  us 
part,"  Forbes,  Oct.  14, 
1996). 

In  the  Cook  Islands  and 
several  other  offshore  juris- 
dictions, creditors  must 
prove  "beyond  a  reason- 
able doubt"  that  the  trans- 
fer to  the  trust  was  fraudu- 
lent.   That's    an  almost 
Jr     impossibly  high  burden. 

No  such  protections  apply  in 
Alaska  or  Delaware.  Claimants 
need  only  prove  fraudulent  transfer 
claims  "by  the  preponderance  of  the 
evidence."  That's  a  whole  lot  easier. 

In  places  like  the  Cook  Islands, 
Bahamas,  Nevis  and  Barbados,  credi- 
tors have  only  a  year  or  two  to  chal- 
lenge a  trust.  Once  that  time  is  up, 
you're  home  free.  Creditor  threatens 
to  sue?  You  just  fax  him  a  copy  of  the 
statute  of  limitations.  End  of  story. 

Not  so  in  Delaware  or  Alaska. 
There,  creditors  have  at  least  four 
years  to  challenge  the  trust.  What's 
more,  if  you  set  up  an  Alaska  domes- 
tic trust  after  you  incur  a  debt  or  a 
creditor  gets  a  judgment,  the 
claimant  has  until  one  year  after  he 
discovers  the  trust.  In  Delaware  even 
potential  plaintiffs  get  that  extra  year. 

Estate  taxes?  Income  taxes?  Watch 
out.  If  a  creditor  can  get  at  your 
assets,  so  can  the  IRS.  It's  next  to 
impossible  to  waltz  around  federal 
income  or  estate/gift  tax  by  setting 
up  a  trust,  either  in  the  U.S.  or  on 
some  island.  And  if  the  trust  is  off- 
shore, you  have  to  tell  the  IRS. 

Widi  all  these  vulnerabilities  to  cred- 
itors, don't  count  on  these  trusts  to 
protect  you  from  Uncle  Sam  either,  as 
their  promoters  suggest  they  will.  H 
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Written  by: 

Berge  Ayvazian,  Executive  Vice  President 

Yanl<eeGroup 
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Advertisement  <s 


WorldCom  has  succeeded 
in  building  a  new  kind  of 
communications  company.  One 
that  behaves  very  differently 
from  the  monopolies  that  have 
developed  over  the  past  hundred 
years.  One  that  can  move  quickly 
to  meet  the  changing  needs  of 
the  business  marketplace  —  by 
building  the  right  facilities,  using 
the  right  technologies  and  offering 
the  right  services. 

Our  merger  this  past  year  of 
three  premier  growth  companies 
—  LDDS  WorldCom,  MFS 
Communications  and  UUNET 
Technologies  —  created  for  the 
first  time  a  company  capable  of 
serving  as  a  single  source  for  the 
full  range  of  local,  long  distance, 
international  and  Internet  service 
over  our  own  advanced  fiber  optic 
network. 

As  a  result  of  that  merger  and 
our  strong  internal  growth,  we 
believe  there  isn't  a  company 
anywhere  in  the  world  better 
positioned  to  lead  the  industry 
through  the  changes  ahead. 
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One  Company.  A  World  of  Solutions/"" 


This  White  Paper,  Telecom 
Reform  and  American 
Business,  was  prepared  by 
the  Yankee  Group's 
Communications 
Research  programs.  The 
Yankee  Group  continuously 
tracks  the  telecommunica- 
tions marketplace  worldwide, 
placing  special  focus  on  the 
U.S.  market  evolution  since 
the  passage  of  the  1996 
Telecom  Act.  Telecom  Reform 
and  American  Business  serves 
as  a  guide  tor  businesses  seek- 
ing to  reap  the  benefits  of 
telecom  reform  and  increased 
competition.  It  also  reflects 
the  Yankee  Group's  broad  per- 
spective on  issues  facing  business  customers 
of  local,  long  distance,  wireless,  videocon- 
ferencing and  Internet/intranet  services. 
From  its  headquarters  in  Boston  and  offices 
in  Canada,  the  United  Kingdom,  Japan, 
Australia  and  Brazil,  the  Yankee  Group  sup- 
ports some  600  client  companies,  including 
the  leading  vendors  and  users  of  telecom- 
munications networks  and  services. 

It's  been  more  than  1 8  months  since  the 
Telecom  Reform  Act  of  1996  set  out  the 
framework  for  increased  competition  and 
customer  choice  among  the  local  telephone, 
long  distance,  cellular,  cable  TV  and  multi- 
media industries.  In  so  doing,  it  has 
undoubtedly  transformed  the  industry  and 
stimulated  the  market  for  computer  and 
telecom  equipment  vendors.  These  changes 
have  also  provided  the  basis  for  one  more 
round  of  cost  reductions  in  telecommunica- 
tions service  and  raised  fundamental  ques- 
tions for  business  customers  eager  to  con- 
solidate their  local  and  long  distance  traffic 
with  a  single  integrated  carrier. 

Enterprise  Networking  Strategy 
1984-1934 

In  the  mid-1980s,  a  group  of  American 
business  executives  emerged  from  back- 
office  operations  and  became  unlikely 
heroes  by  both  reducing  the  cost  and 
improving  the  performance  of  corporate 
telecommunications  services.  After  the  first 
breakup  of  AT&T  in  1984,  these  telecom 
managers  consolidated  their  company's  long 
distance  traffic  nationwide  and  negotiated 


volume  and  term  agreements  with  one  or 
more  of  the  major  inter-exchange  carriers 
(IXCs),  often  yielding  a  savings  of  25%  to 
50%  over  previous  expenditure  levels. 

Over  the  past  ten  years,  these  leading-edge 
network  managers  have  linked  their  local  are! 
networks  (LANs)  together  with  frame-relay 
data  services,  established  highly  automated 
call  centers  to  support  their  company's  tele- 
marketing, order  processing  and  customer 
service  requirements,  and  extended  their 
enterprise  networks  to  remote  offices  and 
users  globally.  But  with  long  distance  costs 
continuing  to  plateau  and  traffic  volumes 
increasing,  the  costs  of  enterprise  networks 
have  risen  steadily  over  the  past  five  years. 

Integrated  Carriers: 

American  Business  Users  Speak 

A  recent  Yankee  Group  survey  of  network 
managers  in  FORBES  500s  companies 
reveals  that  business  customers  are  eagerly 
awaiting  the  benefits  of  telecom  reform, 
including  price  reduction,  service  innova- 
tion and  one-stop  shopping.  A  full  64%  of 
the  Yankee  100  survey  respondents  believe 
that  it  is  important  or  very  important  that 
their  primary  and  secondary  telecommuni- 
cations carriers  offer  a  full,  integrated  port- 
folio of  local  and  long  distance,  voice  and 
data,  wireless  and  Internet  services.  These  _ 
business  customers  prefer  the  simplicity  of 
one-stop  shopping  and  perceive  significant 
benefits  from  a  flexible  single-source  billing 
system.  As  such,  68%  of  respondents  indi- 
cated that  they  would  choose  an  integrated 
carrier  if  they  could  significantly  reduce 
their  company's  overall  telecommunications 
costs.  In  addition  to  savings  and  single- 
source  billing,  these  customers  believe  that 
an  integrated  carrier  would  provide 
enhanced  network  management  and  relia- 
bility, and  stop  the  "finger  pointing" 
between  local  and  long  distance  carriers 
during  service  outages. 

The  overwhelming  majority  of  Yankee  10C 
survey  respondents  reported  that  they  cur- 
rendy  use  multiple  carriers  to  either  provide 
redundancy  and  ensure  competitive  pricing 
for  the  same  services  or  to  ensure  that  they 
use  best-of-breed  carriers  for  certain  special- 
ized services  or  applications.  Even  so,  several 
leading  business  customers  have  begun  to 
solicit  one-stop-shopping  agreements  from 
carriers,  with  volume  discounts  across  all  ser- 
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Real  Solutions 

Real 

Results 

You  can  coun  t  on  it 

; 

CBIS  state-of-the-art  customer  care  and  billing  solutions  deliver 

quantifiable  business  results.  Results  that  can  mean  sharpened 

competitive  edge,  increased  revenue,  reduced  operating  costs,  and 

greater  market  reach.  Many  of  the  world's  leading  providers  of 

wireless,  wireline,  cable  TV,  and  emerging  communications  services 

are  already  realizing  these  advantages.  Isn't  it  time  you  do,  too? 

We're  well  within  reach. 

Contact  us  at:  800/327-3900 

E-mail:  info@cbis.com 
http://www.cbis.com 

CBIS 

Solutions  that  Work... Today  and  Tomorrow 

CBIS  is  the  global  leader  in  the  provision  and  management  of  customer  care  and  billing  solutions  for  the  communications  industry. 

World  Headquarters  ■  600  Vine  Street  -  Cincinnati,  OH  45202  , 
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Jeff  Weitzen 

Executive  Vice  President 
Business  Markets  Division 


AT&T 


AT&T  is  determined  to 
translate  the  promise  of 
the  Telecom  Act  into  reality  by 
addressing  our  customers'  desire 
to  have  a  single  company  provide 
a  full  portfolio  of  communications 
services  —  including  local,  long 
distance,  wireless  and  data  ser- 
vices, as  well  as  Internet  access. 

Earlier  this  year  we  introduced 
AT&T  Digital  Link,  an  exciting  new 
service  for  business  customers 
who  have  dedicated  digital  con- 
nections to  AT&T  switches.  AT&T 
Digital  Link  allows  customers  to 
add  outbound  local  calling  to  the 
portfolio,  thereby  optimizing  the 
trunks  they  already  use  for  multi- 
ple AT&T  services. 

AT&T  Digital  Link  calls  are  cov- 
ered by  AT&T's  service  reliability 
guarantees  and  the  same  sophis- 
ticated network  management 
features  that  apply  to  AT&T  long- 
distance services.  Additionally, 
dedicated  access  to  AT&T's  net- 
work offers  digital  bandwidth  and 
clarity. 

AT&T  Digital  Link  is  currently 
offered  in  46  states  and  will  be 
available  in  49  by  the  end  of  the  year. 


AT&T 


stomers  believe 
that  significant  savings  could 
be  achieved  by  consolidating 
their  services  and  traffic  vol- 
ume, reducing  access  charges 
and  leveraging  the  competition 
between  local  and  long  dis- 
tance carriers.  It  remains  to 
be  seen,  however,  whether 
American  businesses  will  aban- 
don their  best-of-breed,  multi- 
ple-carrier strategy  to  achieve 
the  benefits  of  one-stop  shop- 
ping with  integrated  carriers. 

Respondents  to  the  Yankee 
Group  survey  revealed  that 
their  business  and  application 
requirements  (including  desk- 
top multimedia,  videoconfer- 
encing, data  and  screen  sharing  and  com- 
puter-telephony integration,  or  CTI)  will  be 
driving  their  networks  to  dramatically  high- 
er bandwidth  and  faster  speed  requirements 
over  the  next  five  years.  These  business  cus- 
tomers are  currently  seeking  better  quality, 
desktop,  point-  to-point  and  group  multi- 
point videoconferencing  solutions  using 
dial-up  connections  and  the  Internet  for  a 
wide  range  of  business  applications. 

Yankee  Group  respondents  were  also 
asked  to  identify  the  leading  challenges  they 
expect  to  face  over  the  next  five  years. 
Besides  seeking  to  ensure  that  their  com- 
pany receives  the  full  benefit  of  Telecom 
Reform,  these  enterprise  network  managers 
are  looking  for  ways  to: 

I  Find  and  retain  skilled  manpower 
to  manage  and  operate  their  enterprise  net- 
work 

■  Integrate  discounts  for  local,  long 
distance,  global  and  wireless  services 

■  Reduce  long  distance  access  charges 
while  increasing  the  speed  of  Internet  access 

H  Establish  global  service-level  agree- 
ments for  voice  and  data  networks. 

In  addition,  a  majority  of  network  man- 
agers surveyed  revealed  that  they  expect  to 
see  widespread  use  of  the  Internet  and 
extensive  deployment  of  corporate 
intranets  to  provide  a  common  application 
platform  for  electronic  commerce,  telecom- 
muting and  sales  automation.  They  are  also 
seeking  seamless  electronic  links  between 
remote  and  home-office  employees,  mobile 
workers,  suppliers  and  customers. 


From  the  Courts  Back  to  the  States 

Over  the  past  year,  the  FCC  has  issued  hur 
dreds  of  pages  of  new  rules  and  regulations 
designed  to  orchestrate  the  transition  to  a 
fully  competitive,  open  market  without  the 
high  access  charges  and  cross-subsidies  that 
increase  service  costs  for  corporate  and  busi- 
ness customers.  The  first  set  of  rules  issued 
by  the  FCC  was  intended  to  establish  a 
national  framework  for  setting  "fair  and  rea- 
sonable" wholesale  rates  for  local  total  ser- 
vice resale  (TSR)  and  "unbundled  network 
elements"  (UNE).  A  recent  ruling  of  the 
Eighth  Circuit  Court  of  Appeals  has  over- 
turned these  FCC  rules  and  shifted  the 
focus  to  the  state  public  utility  commissions 
(PUCs)  for  setting  wholesale  rates  on  a 
state-by-state  basis.  This  means  that  whole- 
sale prices  will  vary  from  one  state  to  anoth- 
er and  are  being  set  at  higher  levels  than 
the  long  distance  and  competitive  local 
exchange  carriers  (CLECs)  believe  are  eco- 
nomical. As  a  result,  carriers  are  being  driven 
to  either  build  local  networks  or  lease  local 
switched  and  access  services  from  alternative 
providers  rather  than  resell  the  services 
offered  by  incumbent  LECs  (ILECs). 

The  FCC  is  also  responsible  for  deter- 
mining whether  the  Regional  Bell 
Operating  Companies  (RBOCs)  have  met 
the  14  conditions  that  will  allow  them  to 
offer  long  distance  services  to  existing  cus- 
tomers within  their  operating  territories.  Ta 
date,  the  FCC  has  not  approved  any  of  the 
applications  filed,  including  Ameritech  for 
Michigan  or  SBC  Communications  for 
Oklahoma.  The  Yankee  Group  believes  that 
the  first  RBOC  long  distance  applications 
will  be  approved  by  year-end  1997,  and 
that  these  services  will  become  available  in 
multiple  states  beginning  in  1998.  Once 
the  RBOCs  are  allowed  into  in-region  long 
distance,  they  will  become  more  viable  full- 
service  providers  for  business  customers, 
resulting  in  even  more  aggressive  local  mar- 
ket entry  strategies  by  the  largest  IXCs. 

Perhaps  the  most  controversial  ruling 
came  on  May  6,  1997  when  the  FCC 
unveiled  its  long-awaited  decision  on  inter- 
state switched  access  reform.  The  Yankee 
Group  has  estimated  that  this  one  FCC  rul- 
ing will  result  in  a  cumulative  savings  of 
more  than  $12  billion  for  residential  and 
business  customers  by  the  year  2000.  Our 
analysis  of  this  complex  ruling  indicates  that 


At  NEC,  we  realize  multimedia  is  some- 
thing far  more  powerful  than  just  a  CD-ROM 
reader  hooked  up  to  your  computer.  It's  a 
global  network  where  people  from  every 
corner  of  the  world  can  communicate  and 
work  together  face-to-face. 

And  NEC  is  positioned  to  be  the  one  true 
leader  in  multimedia.  After  all,  we're  the  only 
high-tech  company  that  ranks  among  the  top 

THE  UNIVERSE 
MAY  BE  EXPANDING, 
BUT  THANKS  TO 
NEC  MULTIMEDIA, 
OUR  PLANET 
IS  DEFINITELY 
SHRINKING. 

five  in  all  three  key  multimedia  technologies: 
semiconductors,  computers,  and  communi- 
cations. In  fact,  we  hold  over  29,000  patents 
on  everything  from  video  conferencing  to 
global  satellite  systems. 

For  more  information,  call  1-800-338- 

9549  or  reach  us  on  the  Internet  at 

just  imagine 
http://www.nec.com.      rrr  m  i  i.  r  i  m  v.  n  i  a 

NEC 

Proud  sponsor  of:  NEC  World  Series  of  Golf, 
August  21-24;  Davis  Cup  by  NEC,  September  19-21 


Duane  Ackerman 

President  and 
Chief  Executive  Officer 

BELLSOUTH  CORPORATION 

"■Wft  ellSouth  has  a  simple  for- 
l^9mula.  We  focus  on  our 
customers.  Driven  by  18  consec- 
utive quarters  of  improved  operating 
results,  we  leverage  our  financial 
strength  for  their  benefit.  We 
invest  in  powerful  technologies 
and  make  them  easy  to  use. 

"Customers  don't  buy  technol- 
ogy. Customers  buy  solutions. 
They  want  easy,  practical  applica- 
tions that  work.  And  they  want 
service. 

"Being  the  single  source  for  our 
customers'  many  telecommunica- 
tions needs  is  a  key  to  success  as 
the  dynamics  of  our  marketplace 
change.  That's  why  we're  so 
proud  that  when  the  respected 
marketing  and  information  firm 
J.D.  Power  and  Associates  con- 
ducted its  first-ever  survey  of  local 
telephone  customers  last  year, 
BellSouth  ranked  number  one  in 
customer  satisfaction. 

"Winning  means  keeping 
telecommunications  easy,  reliable 
and  a  good  value  for  our  customers. 
Winning  means  keeping  it  simple. 
BellSouth  enters  this  exciting  new 
era  of  expanded  competition  and 
opportunity  confident  that  our  strong 
focus  on  the  customer  will  make 
BellSouth  continue  to  win." 

BELLSOUTH' 
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•overall  telecommunications 
costs  will  be  increasing  for 
many  large  customers,  particu- 
larly those  with  a  large  number 
of  local  lines  and  dedicated 
access  for  long  distance.  We 
believe  this  will  motivate  large- 
business  customers  to  migrate 
local  calls  onto  their  dedicated 
Tl  access  lines,  stimulating 
demand  for  new  integrated 
access  services  like  AT&T's 
Digital  Link.  Small  and  medi- 
um businesses  may  find  it 
more  economical  to  migrate  to 
switched  access  services.  Also 
due  to  be  released  before  year- 
end  1 997:  the  FCC  s  ruling  on 
Internet  access.  This  order  will 
shape  the  future  economics  of  Internet  access 
services  — including  so-called  voice  over  the 
Internet  (VON)  —  by  eliminating  the  cur- 
rent Internet  Service  Provider  (ISP)  exemp- 
tion from  access  charges. 

Integrated  Carrier  Strategies 

Several  telecom  providers  have  recently 
stepped  ahead  of  the  pack  to  address  busi- 
ness customer  expectations  by  integrating 
local  and  long  distance  services,  offering 
volume  discounts  across  their  full  portfolio 
of  services  and  delivering  value-added  solu- 
tions to  customer  networking  requirements. 

I  Teleport  Communications  Group 
(TCG),  the  nations  first  and  largest  com- 
petitive local  telecommunications  provider, 
is  now  providing  business  customers  a  full 
range  of  digital  access,  enhanced  local 
exchange  and  high-speed  data  services  by 
leveraging  its  8,000  miles  of  local  fiber  optic 
networks  in  some  65  major  markets.  TCG's 
recent  acquisition  of  CERFnet  has  added  a 
premium  portfolio  of  Internet  access  and 
Web-hosting  services  to  these  offerings. 
TCG  has  also  recently  begun  using 
OmniWave  38  GHz  broadband  milliwave 
wireless  transmission  to  extend  its  private 
line  services  to  business  customers  beyond 
the  reach  of  its  fiber  networks. 

■  ALLTEL  has  recently  initiated  Project 
NorthStar  to  integrate  its  wireline  and  wire- 
less, local  and  long  distance,  voice,  data  and 
video,  Internet  and  personal  communica- 
tions services  into  a  single  sales  and  market- 
ing organization.  This  customer-focused 


organization  will  focus  on  delivering  a  full- 
service  portfolio  —  along  with  ALLTEL's 
information  technology  solutions  —  to 
meet  business  and  residential  customer 
needs  by  region. 

H  AT&T  has  recently  introduced 
AT&T.ALL,  a  new  platform  that  provides 
flexible,  integrated  billing  and  customer 
care  for  its  local,  long  distance,  Internet 
access,  messaging  and  wireless  services  tar- 
geted to  business  customers.  AT&T  has 
also  consolidated  sales  and  marketing  for 
advanced  long  distance  voice,  data  and 
video  services  with  AT&T  Wireless  digital 
cellular  and  Personal  Communications 
Services  (PCS),  and  AT&T  Solutions 
(which  provides  outsourcing  and  systems 
integration  services).  With  a  variety  of  local 
wireline  and  wireless  service  initiatives 
under  way,  AT&T  has  recently  introduced 
Digital  Link  to  integrate  local  exchange  and 
long  distance  access  services  on  a  single  Tl 
dedicated  access  line.  AT&T  is  now 
expanding  its  EasyCommerce  service  port- 
folio to  enable  Internet-based  electronic 
commerce  and  Web-hosting  services. 

■  BellSouth  is  also  integrating  its  diverse 
product  lines  (including  local  and  long  dis- 
tance, wireline  and  wireless,  voice,  data  and 
video  services)  under  a  single  sales  and  mar- 
keting organization.  The  recently  intro- 
duced BellSouth.net  Internet  access  produci 
and  the  new  Commerce-Link  family  of 
electronic  commerce  Internet/intranet  ser- 
vices for  business  customers  demonstrate 
the  company's  speed  to  market  and  rapid 
market-penetration  strategy.  Business  cus- 
tomers increasingly  see  BellSouth  as  one 
company  that  provides  a  wide  range  of 
communications  products  and  services  in 
flexible,  solutions-oriented  packages. 

I  Sprint  has  formed  the  National 
Integrated  Services  (NIS)  Group  to  integrate 
the  capabilities  of  its  extensive  local 
exchange,  long  distance,  wireless  PCS  and 
customer  equipment  distribution  channels. 
Sprint  has  filed  as  a  CLEC  to  initiate  full- 
service  one-stop-shopping  activities  in  sever- 
al major  metropolitan  areas.  By  consolidat- 
ing its  sales  and  service  organizations,  Sprint 
is  better  positioned  to  serve  its  business  cus- 
tomers in  these  markets.  Sprint's  recent 
acquisition  of  Paranet,  a  client/server-based 
systems  integrator,  will  round  out  its  portfo- 
lio of  managed  data  network  services, 
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AND  THEY  HAVE  THE  NERVE  TO  CALL  IT 
LOCAL  PHONE  SERVICE. 


Don't  wait  for  your  local  phone 
company  to  change.  change  your 
local  phone  company  to  tcg.® 

TCG  is  the  other  local  phone  company, 
the  responsive  one — the  country's  largest 
competitive  local  exchange  company,  operating 
in  57*  major  markets  and  serving  Fortune  500® 
companies  and  companies  of  all  sizes  since  1985. 
TCG  offers  unsurpassed  reliability,  with  99.99+% 
uptime,  supported  by  24-hour,  7-day-a-week, 
proactive  network  monitoring  that  eliminates 


problems  before  you  even  become  aware  of  them. 
And  all  our  voice,  data,  video  and  Internet  services 
are  delivered  via  the  latest  digital  and  fiber-optic 
technology.  TCG  brings  a  customer-first  attitude 
to  serving  your  business.  You'll  receive  more 
attention  and  quicker  repairs.  We  can  design  a 
telecommunications  system  to  fit  your  business, 
and  we'll  do  it  at  competitive  rates  that  can 
result  in  immediate  savings.  To  find  out  how  we 
can  help  your  business,  call  1-800-889-4TCG.  or 
visit  our  web-site  at  www.tcg.com. 
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AT&T  helps  you  select  the 
web  hosting  services  that  fit 
you  best.  And  we  handle  the 
management  and  support, 
so  you  get  all  the  hustle  of 
the  Internet,  with  none  of  the 
hassle.  Open  a  storefront  on 
the  Internet  with  the  most 
powerful  network  in  the  world. 
For  more  information,  visit  us  at 
www.att.com/business/internet/ 
or  call  I  800  598-9283. 


Try  this  on  for  size.  AT&T  Web  Site  Services  can  help  your  business  get  up 
and  running  on  the  Internet  in  a  way  that's  tailor-made  for  your  company. 


AT&T 


It's     all     within     your  reach 


F 


Robert  J.  Marino 

President  and  Chief  Executive  Officer 

CBIS 

Improving  Customer  Care 
and  Billing  Operations  is 
Crucial  for  Success  in  the 
Age  of  Competition 

Customer  care  and  billing 
systems  are  at  the  heart  of 
a  carrier's  ability  to  stay  the  effects 
of  competitive  forces,  as  well  as 
successfully  enter  new  markets. 

According  to  Cincinnati  Bell 
Information  Systems  (CBIS)  Inc. 
President  and  CEO  Robert  J. 
Marino,  continued  growth  of  compe- 
tition in  the  communications  industry 
means  all  front-  and  back-office 
operations  must  be  reevaluated  to 
drive  down  costs,  increase  revenues 
and  strengthen  market  share. 

"Since  1983.  CBIS  has  been 
delivering  comprehensive,  value- 
added  customer  care  and  billing 
solutions  to  top  companies  in  wire- 
less, wireline,  cable  TV  and  PCS. 
Our  leadership  position  helps  carri- 
ers successfully  accomplish  busi- 
ness objectives  such  as  speeding 
time  to  market  with  new  offerings, 
decreasing  customer  churn,  and 
improving  revenue  collection." 

"With  our  unparalleled  industry 
expertise,"  continued  Mr.  Marino,  "it's 
no  surprise  that  both  established  and 
emerging  communications  carriers 
are  turning  to  CBIS  for  outstanding 
customer  care  and  billing  solutions." 
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customer  premise 
equipment  and 
Internet/intranet 
services  tor  the  most 
demanding  business 
customers. 

I  WorldCom  is 
leveraging  the  syner- 
gy between  its  long 
distance/internation- 
al, voice  and  data 
network  services, 
MFS  local  and 
access  services, 
UUNET  Internet  access  and 
value-added  web-hosting  ser- 
vices. WorldCom's  Intelenet 
division  is  the  one-stop  shop 
offering  personalized  "one-on- 
one"  services  for  business  customers,  mak- 
ing the  nation's  fourth-largest  long  distance 
carrier  a  formidable  competitor  to  both 
AT&T  and  the  Regional  Bell  Companies. 
The  Intelenet  Full  Service  Tl  is  the  first 
new  product  resulting  from  the  synergy 
between  WorldCom,  MFS  and  UUNET, 
offering  business  customers  integrated  local 
exchange,  dedicated  long  distance  access 
and  Internet  access  services. 

Telecom  Alliances,  Mergers  and  Industry 
Consolidation 

As  the  new  SuperCarriers  expand  their  ter- 
ritories, enhance  their  service  portfolios, 
reduce  underlying  costs  and  offer  customers 


Would  You  Consider  Moving  to  an 
Integrated  Carrier? 


Neither  Agreir 
nor  Disagree 

18%. 


Strongly  Disagree 
0% 


Strongly  Agree 

25:: 


Source  the  Yankee  Group,  1997 


an  integrated  bundle  of  services  addressing 
their  current  and  future  telecommunica- 
tions needs,  several  recent  telecom  mergers, 
alliances  and  industry  consolidations  have 
made  business  headlines.  These  include  Bell 
Atlantic/NYNEX,  BT/MCI,  SBC/Pacific 
Telesis,  WorldCom/MFS,  and  US  West/ 
Continental  Cablevision,  among  others. 

AT&T  has  recendy  completed  its  trivesti- 
ture,  spinning  off  its  manufacturing  units  as 
Lucent  Technologies  and  its  computer  opera- 
tions as  NCR.  Meanwhile,  the  new  AT&T 
Corp.  has  restructured  its  national  long  dis- 
tance carrier  organizations  into  regional  inte- 
grated service  business  units.  To  enhance  its 
offerings  to  multinational  business  customers, 
AT&T  has  expanded  its  WorldPartners 
global  alliance  to  include  Telecom  Italia.  It 
has  also  more  tightly  integrated  its  European 
service  initiatives  with  Unisource. 

Sprint  is  continuing  to  leverage 
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Why  Would  You  Like  to  See  Your 
Primary  or  Secondary  Carriers  Become 
Integrated  Carriers? 

621 


One-Stop 
Shopping 


Lower  Costs    Manageability  Simplicity 


Reliability 


Lets  Talk 


Telephone.  Wireless.  Information  services  for 
the  financial  and  communications  industries. 
If  that  is  all  we  did,  we  could  easily  describe 
what  we  could  do  for  you.  But  we  are  a 
computing  and  communications  company 
with  practical  experience  in  all  these  areas, 
so  the  possibilities  are  endless.  Let's  talk. 


ALWAYS  MORE  THAN  YOU  THOUGHT 

1-888-2-ALLTEL  www.alltel.com 


Scott  Ford 

President 


ALLTEL  CORPORATION 

Changes  in  regulation  and 
technology  have  created 
many  opportunities  for  ALLTEL  and 
its  customers. 

A  good  example  is  our  recent 
decision  to  create  the  first  fully 
converged  communications  com- 
pany in  the  industry. 

Several  years  ago,  we  could  fore- 
see increasing  competition  within 
our  wireline  and  wireless  markets. 
We  could  also  see  a  growing 
demand  for  a  full-service  provider. 

To  prepare  for  those  opportuni- 
ties, we  executed  several  strate- 
gic positioning  efforts  —  including 
building  a  solid  overlap  between 
our  wireline  and  wireless  proper- 
ties and  streamlining  operations 
and  service  delivery  channels. 

With  the  recent  addition  of  our 
PCS  licenses,  we  were  ready  to 
combine  our  wireline  and  wireless 
operations  into  a  single  organiza- 
tion capable  of  delivering  a  full 
range  of  communications  prod- 
ucts and  services  across  our  mar- 
kets. Our  new  organization  brings 
us  closer  to  our  customers  and 
improves  our  ability  to  compete 
effectively  in  a  fast-changing  com- 
munications marketplace. 
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GlobalOne  (its  international 
carrier  alliance  with  France 
Telecom  and  Deutsche 
Telecom),  while  the  two  com- 
panies develop  their  national 
PCS  joint-venture,  domestic 
local  telephone  and  full-ser- 
vice portfolios  to  address  busi- 
ness customer  needs. 

MCI  is  in  the  process  of 
merging  with  British  Telecom 
(BT)  to  form  Concert,  PLC, 
while  expanding  its  global 
networking  alliance,  Concert 
Services,  Inc.,  to  include 
Stentor  in  Canada  and 
Telefonica  in  Spain  and  Latin 
America. 

Bell  Companies,  Bell 
Atlantic/NYNEX  and  SBC/Pacific  Telesis 
still  await  final  approval  to  merge  their 
operations  in  order  to  better  position  them- 
selves for  the  coming  SuperCarrier  compe- 
tition. Of  the  five  remaining  regional  Bell 
companies,  BellSouth  and  Ameritech  have 
focused  on  expanding  their  business  service 
portfolios  while  they  await  approval  to 
enter  the  in-region  long  distance  market. 
US  West  is  going  national  and  expanding 
into  video  services,  in  part  through  the 
recently  completed  $10.8  billion  acquisi- 
tion of  Continental  Cablevision  (now 
renamed  Media  One).  GTE  has  taken  sev- 
eral steps  to  expand  beyond  local  telephone 
service  by  acquiring  the  national  ISP,  BBN 


Communications,  and  by  contracting  wit 
Qwest  for  a  national  network  to  serve  the 
needs  of  its  growing  base  of  1.5  million 
long  distance  subscribers. 

The  merger  of  WorldCom,  MFS 
Communications  and  UUNET  perhaps 
best  demonstrates  the  synergy  available 
between  competitive  long  distance,  local 
and  Internet  services.  Other  competitive 
local  carriers  have  also  completed  major 
acquisitions  of  Internet  service  providers 
over  the  past  year,  including  TCG's  pur- 
chase of  CEPvFnet  and  ICI's  acquisition  o) 
Digex.  These  recent  mergers  have  created 
new  class  of  integrated  CLEC/ISPs  that  at 
targeting  the  Internet  as  the  key  driver  of 
business  customer  networking  strategy. 

The  Internet  access  and  wireless/mobile 
markets  continue  to  set  the  pace  for  unfet- 
tered competition.  Even  with  the  recent 
spate  of  mergers,  there  are  still  thousands  c 
ISPs  offering  a  range  of  value-added  com- 
mercial Internet  services  nationwide  to  kee 
pace  with  the  rapid  growth  of  business 
Internet  traffic.  The  rollout  of  digital  PCS 
by  companies  like  Sprint,  AT&T  and 
PrimeCo  has  significantly  increased  compe 
tition  to  the  existing  cellular  industry,  givir 
business  customers  the  choice  of  four  to  fh 
wireless  voice  services  in  the  major  market 

Advanced  Customer  Care 
and  Billing  Solutions 

Although  the  telecom  industry  seems  to  b< 
focused  on  mergers  and  regulatory  issues 


.  -Carrier  -Alliances 

US  Carrier         Foreign  Partners 

World  Partners 

AT&T 

Unisource,  KDD,  Telstra, 

Hang  Kong  Telecom,  Telecom  Italia, 

Singapore  Telecom,  Korea  Telecom 

Concert 

MCI 

BT,  Stentor,  Telefonica 

Global  One 

Sprint 

Deutsche  Telekom,  France  Telecom 

CotnWncd 

Result 

W96  Hevenue 

Bell  Atlantic/NYNEX 

S26.5  Billion 

Expanded  13 -state  territory 

SBC/Pacific  Telesis 

$23.5  Billion 

Expanded  7-state  territory 

US  West/Continental  Cablevision 

$12.3  Billion 

Telecom,  cable  and  Internet 

MCI/BT 

$43.2  Billion 

Global  SuperCarrier 

GTE/BBN 

$22.0  Billion 

Long  distance,  local  and  ISP 

Worldcom/MFS/UUNET 

$5.6  Billion 

Long  distance,  local  and  ISP 

TCG/CERFnet 

$232.0  Million 

Competitive  local  and  ISP 

ICI/Digex 

$120.0  Million 

Competitive  local  and  ISP 

Advanced    Data    Solutions    For    Corporate  Challenges 


Has  growth  left  gaps 
in  your  ability  to 
communicate? 


Consult  with  Sprint's  data  experts.  We'll  employ 
innovative  thinking  and  proactive  solutions  to  help  you 
close  the  gaps  that  rapid  growth  creates.  Plus,  count  on  us 
to  deliver  advanced  products  and  services  to  help  you 
achieve  exceptional  results  across  the  board.  This  dedication 
to  meeting  your  needs  is  why  we  operate  the  world's 
largest  public  data  network  and  were  the  first  carrier  to  offer 
commercial  Internet  service.  Because  we  believe  you  should 
expect  nothing  less  from  a  worldwide  leader  in  data  commu- 
nications. www.sprint.com/sprintbiz  1«  800*  669*  4700 


Sprint 


We  help  your  business  do  more  business 


Robert  Annunziata 

Chairman,  President 
and  Chief  Executive  Officer 


TELEPORT  COMMUNICATIONS 
GROUP  INC. 


Teleport  Communications 
Group  Inc.  (TCG)  is  the  nation's 
largest  facilities-based  and  broad- 
band wireless  competitive  local  carrier. 

"The  expanding  number  of  TCG 
networks,  markets  served,  digital 
switches,  products  and  miles  of  fiber- 
optic cable  demonstrate  TCG's  leader- 
ship role  and  marketplace  presence," 
says  Bob  Annunziata,  Chairman, 
President  and  CEO  of  TCG. 

Mr.  Annunziata  launched  the 
Competitive  Local  Exchange  Carrier 
industry  in  1 985  by  serving  large, 
information-intensive  corporate 
users.  He  has  now  brought  TCG 
services  into  the  medium  and  small- 
business  markets,  as  well  as  into 
new  vertical  markets  in  government, 
education  and  healthcare. 

"Like  our  traditional  corporate 
users,  these  new  markets  have 
quickly  recognized  the  value  of  our  pri- 
vate line,  switched,  data  and  Internet 
services,"  says  Mr.  Annunziata.  "They 
respect  our  reputation  for  innovative 
services  and  superior  customer 
responsiveness.  They  welcome  the 
convenience  of  one-stop  shopping." 

This  mosaic  of  TCG  telecommunica- 
tions technologies  is  available  in  57 
major  markets  nationwide,  and  growing 
to  65  by  year's  end. 


the  true  battleground  will  soon  be  for  the 
choice  and  loyalty  of  the  most  demanding 
business  customers.  In  order  to  meet  this 
challenge,  the  integrated  telcos  are  re-engi- 
neering their  business  and  operational  sup- 
port systems  (BSS  and  OSS),  order  process- 
ing, provisioning  and  billing  systems.  The 
key  is  speed  to  market:  implementing  oper- 
ational cost  reductions  and  integrated 
billing  platforms  to  ensure  that  business 
customers  receive  state-of-the-art,  reason- 
ably priced  services,  with  all  charges  on  a 
common  integrated  bill.  This  development 
has  created  a  tremendous  demand  for  new 
computer  hardware  platforms  and  software 
solutions  in  such  areas  as: 

■  Operational  Support  Systems:  electron- 
ic order  processing  and  provisioning 

■  Integrated  Flexible  Billing  Systems: 
multiservice  billing,  invoicing  and  fraud 
control 

■  Advanced  Customer  Care  Solutions: 
proactive,  single-source,  customer  care 
platforms 

■  Business  and  Marketing  Decision 
Support:  customer  data  warehouses  and 
decision  systems 

■  Network  Planning/Optimization: 
capacity  planning  and  configuration  man- 
agement 

Cincinnati  Bell  Information  Systems 
(CBIS)  is  one  of  the  world's  largest  inde- 
pendent billing  providers,  focusing  on  the 
wireless,  cable  TV  and  telephone  services 
industries.  CBIS  has  centered  its  offerings 
on  a  service  bureau  solution,  providing  full 
outsourcing  of  billing,  invoicing  and  finan- 
cial reporting  services  through  host-based 
data  centers.  In  addition,  CBIS  provides 
integrated  wireless/wireline  and  cable/tele- 
phone  platforms  on  a  site-license  or 
turnkey  system  basis  geared  to  the  conver- 
gence billing  market.  These  systems  are 
modular,  allowing  carrier  customers  to  flex- 
ibly add  new  billing  capabilities  as  new  ser- 
vices are  introduced. 

For  integrated  carriers  competing  for 
one-stop-shopping  relationships  with  busi- 
ness customers,  success  lies  in  customer 
acquisition,  satisfaction,  care  and  retention. 
NCR's  scaleable  data  warehousing  solutions 
allow  telecom  carriers  to  achieve  customer 
intimacy  and  high  retention  rates  by 
enabling  consistent  information  to  be 
shared  across  functional  departments  and 
analyzed  quickly  to  improve  decision  mak- 
ing. One  long-standing  NCR  telephone 
company  customer  uses  NCR's  Teradata 


Paul  O'Brien 

Vice  President 


NCR  COMMUNICATIONS 
INDUSTRY  BUSINESS  GROUP 


The  global  telecommunica- 
tions industry  is  going 
through  an  enormous  amount  of 
positive  change.  As  competition 
increases,  the  need  to  better  serve 
and  retain  customers  in  a  prof- 
itable way  becomes  more  critical. 
NCR  sees  this  opportunity  and 
believes  that  through  our  leader- 
ship positions  in  data  warehousing 
and  NT  and  our  Teradata  data- 
base, we  can  help  our  customers 
address  these  challenges. 

NCR  builds  data  warehouses 
that  integrate  customer  and  net- 
work data  to  address  customer 
retention,  product  line  profitability 
and  network  asset  management.  In 
addition,  our  strengths  in  the  high 
availability  and  NT  spaces  are  lever- 
aged through  strong  partnerships 
with  leading  providers  of  billing  and 
customer  care  applications.  And, 
again  leveraging  our  data  ware- 
housing and  NT  leadership,  NCR 
offers  solutions  that  address  the 
Internet  commerce  space. 

It's  a  changirg  marketplace  of 
new  challenges  and  new  competi- 
tion. NCR  understands  this  and  is 
providing  solutions  that  take  cus- 
tomer information  and  turn  it  into 
competitive  advantage. 
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SOURCE 


There's  a  source  of  energy.  A  source  of  information.  And  one  simple,  powerful  source  for  all  of  your  words  to  travel 
through.  BellSouth.  Now  more  than  ever,  we're  bringing  together  every  kind  of  technology.  From  local  and  long 
distance  service,  to  Internet  access,  wireless,  yellow  pages,  interactive  video  and  beyond.  So  you  can  pick  and 
choose  what  you  need,  when  you  need  it.  All  from  a  single  source  that  connects  you  and  your  words  in  every  way. 

Because  a  word  can  have  many  meanings.  But  it  means  nothing  until  it's  shared. 


BELLSOUTH 


www.bellsouth.  com/words 


William  T.  Esrey 

Chairman  and 
Chief  Executive  Officer 
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The  Difference  Deregulation  Makes 

>eregulation  is  contributing  to 
extraordinary  changes  in  the 
way  telecommunications  compa- 
nies serve  customers.  In  this  envi- 
ronment, the  most  successful  com- 
munications providers  will  possess 
broad-based  competencies  in  wire- 
line and  wireless  communications, 
in  local,  long  distance  and  interna- 
tional markets,  and  in  voice,  video 
and  data  applications. 

Sprint  is  positioned  to  deliver  full- 
service  capabilities  to  our  business 
customers.  Our  strategic  resources 
include  the  Global  One  alliance  to 
serve  customers'  worldwide  needs, 
the  Sprint  PCS  joint  venture  to  pro- 
vide digital  wireless  service  on  a 
nationwide  scale,  and  leadership  in 
data  networking  technology. 

What  counts  most,  though,  is  the 
application  of  these  capabilities  to 
the  unique  needs  of  each  customer. 
Sprint  collaborates  closely  with  your 
business,  so  we  can  fully  under- 
stand your  special  requirements, 
and  deliver  the  right  combination  of 
services.  We  believe  this  devotion  to 
collaboration  is  the  critical  difference 
between  the  old  model  of  a  monop- 
olistic telecommunications  company 
and  today's  competitive,  customer- 
focused  communications  provider. 


Sprint 
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•  parallel  relational  database  to 
enable  its  sales  and  marketing 
department  to  extract  sub- 
scriber usage  data  from  call 
detail  records  and  construct 
highly  customized  product 
and  service  offerings. 

In  addition  to  the  highly 
scaleable  WorldMark  servers 
supporting  Teradata,  Oracle, 
Informix  and  Sybase  data- 
bases, NCR  is  incorporating 
an  analytical  engine,  sophis- 
ticated data  mining  and 
modeling  tools  along  with  its 
data  warehousing  solutions. 
This  will  allow  carriers  to 
predict  customer  acceptance 
of  new  products  and  services, 
evaluate  the  profitability  of  various  sce- 
narios and  develop  customer  acquisition 
and  prospecting  strategies.  On  the  net- 
work side,  NCR's  solutions  help  carriers 
assess  the  effectiveness  of  their  existing 
networks  and  plan  cost-effective,  lever- 
agable  deployments  of  new  infrastructure 
platforms  by  anticipating  changing  cus- 
tomer demand.  NCR's  solutions  utilize 
SABRE  Decision  Technologies'  DATA- 
WISE  tool  set  to  provide  powerful  deci- 
sion-support capabilities. 

Enterprise  Networks  and 
Applications  Solutions 

The  Yankee  Group  believes  that  many  of 
these  telcos  have  begun  to  move  beyond 
one-stop-shopping  for  existing  telecommu- 
nications services  and  are  focusing  on  criti- 
cal new  business  network  applications  that 
will  be  greatly  enhanced  by  the  integration 
of  local,  long  distance  and  Internet  ser- 
vices. Some  of  the  most  promising  areas  for 
carrier  differentiation  are: 

■  Enterprise  Network  Solutions:  lever- 
aging the  integration  of  local  and  long  dis- 
tance service  to  offer  business  customers 
seamless  corporate  dialing  plans  and  service 
features  previously  separated  in  local 
Centrex,  national  and  global  virtual  private 
network  services. 

I  Enhanced  Network  Management:  car- 
rier-provided network  management  and 
managed  network  services  that  reduce  the 
burden  on  customers  to  internally  operate 
and  support  network  services  such  as 


inbound  800/888  or  frame  relay  and 
applications  like  call  centers,  remote  access 
and  LAN  inter-networking. 

■  Intranet/Extranet  Solutions:  the  devel 
opment  of  a  secure,  worldwide,  Internet- 
based,  virtual  private  network  and  Web- 
server platforms  to  support  global  network 
ing  and  critical  business  applications 
including  sales  force  automation,  remote 
access  and  electronic  commerce. 

I  Cyber  Call  Centers:  integrating  Web 
sites  with  toll-free  automated  call  center 
solutions  and  customer  databases,  thereby 
enabling  call  center  agents  to  complete 
transactions  and  satisfy  customer  needs 
using  voice-over-Internet  technology. 

Business  Strategies  for  Maximizing  the 
Benefits  of  Telecom  Reform 

The  Yankee  Group  believes  that  business 
customers  can  now  begin  to  leverage  the 
increased  competition  among  telecom 
providers  in  order  to  gain  significant  ser- 
vice and  economic  benefits  for  their  com- 
panies over  the  next  five  years.  These  initia 
steps  require  network  managers  to  develop 
a  more  comprehensive  understanding  of 
their  telecommunications  needs,  service- 
usage  patterns,  networking  requirements, 
traffic  volume,  application  drivers  and 
growth  trends  across  three  dimensions: 

I  Multiple  services:  offering  local,  long 
distance,  international,  wireless,  voice, 
video,  data  and  Internet  services 

I  Value-added  services:  providing  basic 
transmission,  enhanced  features,  managed 
networks  and  turnkey  solutions 

I  Geographic  locations:  aggregating 
local,  national  and  overseas  service  require 
ments  and  traffic  volumes  into  a  global 
picture 

Business  customers  should  begin  devel- 
oping an  integrated  request  for  proposals 
from  a  variety  of  carriers  in  each  key  mar- 
ket segment,  including  RBOCs,  IXCs, 
CLECs  and  network  integrators.  These 
requests  should  seek  one-stop-shopping 
agreements,  multiservice  volume  dis- 
counts, clearly  defined  service-level  agree- 
ments, integrated  flexible  billing  services 
and  new  solutions  packages.  While  the 
complexity  of  the  Post-Telecom  Act  era  is 
unprecedented,  the  opportunities  for  lead 
ing-edge  network  managers  have  never 
been  greater.  I 
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Introducing  Intelenet- 
o  complete  package  of  business  services,  only  from  WorldCom. 

WorldCom  is  the  first  of  a  new  breed  of  telecommunications 
companies  providing  local,  long  distance,  international, 
Internet  services  and  more.  Our  new  Intelenet  package 
consolidates  your  company's  communications  on  a 
single  network,  making  the  complex  suddenly  simpler 

For  details  about  premier  business  services 
from  the  premier  business  service  provider, 
call  1 800  539-2000.  As  for  Michael  Jordan's 
autograph,  well,  you  might  want  to  stake 
out  the  locker  room. 
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"We  needed  a  data  warehouse  scalable  enough 
to  hold  20  years  of  global  financial  data  and 
reliable  enough  to  bank  on.  That's  why  we  chose 
the  NCR  Teradata®  database." 

.-^     ^  To  350,000  Reuters  users, 
~         information  is  power.  The  power 
to  access  real-time  and  historical  data  from  over  200 
global  stock  markets  that  Reuters— the  world  leader 
in  financial  information  — continually  tracks. 

Faced  with  a  never-ending  flood  of  mission-critical 
data,  Reuters  can't  afford  a  data  warehouse  that 
doesn't  scale.  Or  that  isn't  reliable.  That's  why  thev 
turned  to  NCR— the  world  leader  in  data  warehousing. 

For  Reuters,  NCR  Services  professionals 
developed  a  500-gigabyte  scalable  data  warehouse 
that  captures  and  stores  all  the  information  their 
users  need.  Running  our  NCR  Teradata®  database  - 
the  only  parallel  database  that  scales  from  a  few 
gigabytes  to  over  10  terabytes-on  our  highly  scalable 
NCR  WorldlVlark™_ser_veri  enables 
unmatched  ad  hoc,  complex, 
business  questions,  giving  Reuters 
users  unsurpassed  analytical  and 
interpretive  powers. 

To  find  out  how  NCR  can  help  your  business 
set  up  a  small  data  warehouse  that  can  grow  to 
any  size,  call  1  800  CALL-NCR,  ext.  3000.  Or  visit 
us  on  the  web  at  www.ncr.com.To  learn  more  about 
Reuters,  visit  www.reuters.com. 

QDncr 


Transactions  in  the  Age  of  the  Consumer 


Greg  Meekings, 
Managing  Director, 
Corporate  Technology  Group, 
Reuters. 


The  way  it's  going,  more  than  10%  of  U.S.  households  will  declare  bankruptcy  in 
the  1990s.  What  happens  when  the  next  recession  strikes? 

The  newest 
American  entitlement 


By  Damon  Darlin 
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In  the  Great  Depression,  one  out 
of  every  215  people  filed  for  bank- 
ruptcy. Credit,  of  course,  was  harder 
to  come  by  then,  and  bankruptcy  was 
a  stigma  that  few  people  were  willing 
to  face. 

Fast-forward  to  the  1990s.  Gone 
are  the  shantytowns  and  the  25% 


unemployment,  but  gone,  too,  the 
stigma  of  debt  and  bankruptcy.  Last 
year  a  record  1 . 1  million  Americans 
declared  personal  bankruptcy.  That 
was  a  29%  increase  from  1995,  and 
this  year  the  filings  are  growing  at  an 
annual  rate  of  21%.  Project  the  bank- 
ruptcy trend  out  for  another  three 


years  and  then  more  than  10% 
of  America's  100  million  house- 
holds will  have  been  deadbeats 
in  this  decade. 

The  battle  to  save  people 
from  going  headlong  into  debt 
was  lost  decades  ago  when 
lending  shifted  to  a  reliance  on 
income  rather  than  on  assets  as 
collateral.  This  democratization 
of  credit  helped  fuel  the  growth 
of  the  economy,  but  it  let  many 
people  get  ever  deeper  in  the 
credit  hole. 

Credit  companies  and  retail- 
ers say  one  of  the  most  disturb- 
ing trend  in  the  recent  spate  of 
bankruptcies  is  that  the  number 
of  people  filing  under  Chapter 
7  of  the  U.S.  Bankruptcy  Code 
has  doubled  in  the  last  decade. 
About  70%  of  bankruptcies  are 
now  filed  in  this  lenient  catego- 
ry. In  95%  of  the  cases  the  cred- 
itors find  no  assets,  says  Thomas 
Layman,  Visa's  chief  economist. 
In  some  states  bankrupts  can 
default  on  nonmortgage  debt 
and  still  keep  their  homes. 

Last  year  $30  billion  in 
household  debt  was  discharged 
by  bankruptcy  courts.  Most  of 
that  $30  billion  is  made  up  by 
people  who  honor  their  debt 
and  get  charged  higher  interest 
rates  to  cover  the  losses.  Still, 
the  business  is  so  competitive  it 
is  getting  tougher  to  pass  on 
the  losses. 

If  the  credit  card  industry  has  its 
way,  it  will  be  a  lot  harder  to  file  for 
Chapter  7  bankruptcy.  A  proposal 
championed  by  Visa  and  MasterCard 
would  have  the  courts  evaluate  a 
bankruptcy  applicant's  financial  con- 
dition and  determine  whether  the 
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Retirement. 

Now  it's  your  turn. 


o  more  boss, 
no  more  schedule,  no 
more  meetings.  Just 
time.  Time  for  your 
hobbies,  the  grand- 
kids,  and  the  back- 
yard hammock.  Or, 
maybe  that  romantic  trip  to  Venice 
you've  always  dreamed  about.  But 
dreams  remain  only  dreams  without 
a  solid  plan  for  retirement  income. 
You  need  a  retirement  partner  like 
Transamerica  to  help  turn  your 
dreams  into  reality.  We  have  a  full 
range  of  annuity,  life  and  long 


term  care  insurance 
products,  as  well  as 
mutual  funds  and 
401  (k)  plans,  to  help 
you  prepare  for  the 
future.  Talk  to  your 
Transamerica  repre- 
sentative or  call  us  toll-free  to  get  a 
copy  of  our  free  booklet,  "Making 
Retirement  Dreams  Come  True." 
You  can  also  visit  us  online  at 
www.transamerica.com 
Find  out  why  it's  good 
to  have  friends  in 
high  places. 


Call  1-800-945-8490  ext.  Ill 
THE    PEOPLE    IN    THE    PYRAMID    ARE    WORKING    FOR  YOU" 


Transamerica 


LIFE  INSURANCE 


ASSET  MANAGEMENT 


LENDING 


LEASING 


debtor  files  under  Chapter  13  or  the 
less  demanding  Chapter  7.  That's  a 
dubious  idea.  And  it's  unlikely  to  go 
anywhere,  not  because  it  creates 
bureaucracy,  but  because  it  runs 
against  the  strong  populist  influence 
in  the  U.S.,  which  has  traditionally 
championed  debtors  over  creditors. 

Sears,  the  giant  retailer,  persuaded 
Chapter  7  filers  to  sign  agreements  to 
gradually  pay  for  the  merchandise 

Charge! 


Total  bankruptcy  filings  (per  year) 
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Source:  Administrative  Office  of  the  United  States  Courts. 


they  bought  at  Sears  stores.  The  Fed- 
eral Trade  Commission  rapped  Sears 
hard.  The  retailer  has  agreed  to  pay  at 
least  $100  million  in  restitution  and 
still  faces  related  class-action  suits. 

It  would  help  if  lenders,  especially 
credit  card  issuers,  had  more  and 
better  information  about  their 
debtors.  Credit-scoring  was  designed 
to  do  that.  But  judging  from  the 
delinquencies,  it  needs  some  serious 
fine-tuning.  A  Federal  Reserve  Board 
survey  of  lending  officers  late  last 
year  found  that  more  than  half  said 
their  scoring  models  were  too  opti- 
mistic. If  this  is  true  at  a  time  when 
unemployment  is  at  a  24-year  low, 
what  can  one  expect  in  the  next 
recession? 

The  problem  with  credit-scoring  is 
that  it  ranks  borrowers  at  the  time 
money  is  borrowed.  Mary  Jones  mav 
look  like  a  good  risk  in  January,  but 
by  December  she  may  have  taken  on 
more  debt  than  she  can  handle. 


Most  credit-scoring  models  in  use 
can't  keep  track  of  a  borrower's 
changing  circumstances.  Lenders  can 
see  a  person  is  spending  more  and 
carrying  larger  balances,  but,  heck, 
that's  what  the  card  company  wants. 

Better  data  would  help  curb 
defaults.  Though  the  popular  image 
of  the  bankrupt  is  of  a  spendthrift 
who  went  on  a  spree,  in  fact  most 
bankruptcies  are  triggered  by  job 
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loss,  divorce,  a  major  accident  or  a 
catastrophic  illness. 

The  credit  card  companies  have  a 
devil  of  a  time  getting  information  on 
those  scores.  Credit  bureaus  are  pro- 
hibited under  credit-reporting  laws 
from  using  information  on  marital 
status.  Income  is  usually  a  guess 
because  you  only  put  a  check  next  to 
the  appropriate  category  on  the 
credit  application.  No  one  ever  veri- 
fies it.  There  are  no  data  on  whether 
the  person  carries  auto  and  health 
insurance,  or  on  the  status  of  the 
holder's  health. 

A  partial  solution,  says  Stuart  Feld- 
stein,  president  of  Hackettstown, 
N.J. -based  smr  Research  Corp., 
would  be  to  adopt  a  risk-control 
model  of  the  insurance  industry  and 
assign  risk  to  certain  demographic 
and  geographic  groups.  The  bank- 
ruptcy rate  in  Shelby  County,  Tenn. 
is  more  than  four  times  the  national 
average,  so  shouldn't  residents  there 


have  lower  credit  card  limits  or  pay 
more  to  borrow?  "It's  like  having  a 
house  on  the  San  Andreas  Fault," 
says  smr's  Feldstein. 

Women,  with  statistically  longer  life 
spans,  usually  pay  less  for  life  insur- 
ance. The  most  careful  driver  in  Cal- 
ifornia pays  more  for  auto  insurance 
than  some  bad  drivers  in  Iowa 
because  of  the  relatively  high  inci- 
dence of  car  theft  and  uninsured 
motorists  in  the  Golden  State.  So 
why  shouldn't  a  divorced  gambler 
with  no  health  insurance  pay  more  to 
borrow  money? 

Opponents  will  probably  trot  out 
the  argument  that  it  will  be  discrimi- 
natory against  minorities.  But  the 
argument  won't  wash  because  bank- 
ruptcy is  largely  a  white,  middle-class 
problem.  The  average  bankruptcy 
filer  is  thirty-something,  white, 
divorced,  with  one  year  of  college 
and  an  annual  income  of  around 
$40,000.  The  bankruptcy  rates  peak 
among  the  median  income  level. 

Data  mining  offers  some  hope  for 
the  lenders.  Where  is  the  money 
spent?  Casino  debt  is  far  worse  than 
travel  expenses,  according  to  Fair, 
Isaac  &  Co.,  a  San  Rafael,  Calif,  com- 
pany specializing  in  credit-risk  assess- 
ment. Indeed,  compulsive  gambling  is 
responsible  for  an  increasing  number 
of  bankruptcies. 

Meanwhile,  credit  card  delinquen- 
cies are  near  an  alltime  high.  Con- 
sumer installment  debt  is  at  a  record 
85%  of  disposable  income,  up  23 
percentage  points  in  a  decade.  Yet 
mailboxes  are  stuffed  with  credit 
card  come-ons.  One  southern  Cali- 
fornia mortgage  lender,  Ditech 
Funding,  runs  radio  ads  suggesting 
you  act  on  that  hot  stock  tip  with 
proceeds  from  a  home-equity  loan. 
Lawyers'  ads  tout  solving  credit 
woes  with  a  simple  $700  bankrupt- 
cy filing. 

"Bankruptcy  has  become  the  latest 
entitlement  in  this  country,"  grouses 
Lawrence  Chimerine,  an  economist 
and  consultant  with  MasterCard. 
"The  normal  rules  of  behavior  aren't 
followed  by  borrowers."  Perhaps,  but 
it  is  only  fair  to  ask  whether  some  of 
the  lenders  aren't  pushing  the  rules  of 
behavior  themselves  when  they 
encourage — nay,  entice — people  to 
take  on  more  debt.  M 


Bankruptcies  dropped  slightly  when  interest 

rates  fell  in  the  early  1990s, 

but  the  overall  trend  has  been  up  and  up. 
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How  do  12  million  people 
get  going  every  morning? 

Whether  it's  tea  in  England  or  coffee  in  the  U.S.  we're  probably  the  company  that  makes  it 
happen.  Because  we're  America's  largest  generator  of  low  cost  electricity  and  we're  expanding. 
So  from  Bristol  to  Biloxi,  our  customers  can  look  forward  to  a  bill  that's  easier  to  swallow. 


http  ://www.  southernco.com 

■  1996  Soulhern  Company 
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COMPANY 

Energy  to  Serve  Your  World^ 


Wal-Mart's  leadership  in  information  technology 
is  famous.  But  that's  only  half  the  explanation 
for  the  company's  dominance. 

Believe  in 
yourself, 
believe  in 
the  merchandise 


By  Christopher  Palmeri 

It's  8  o'clock  on  a  Thursday  morn- 
ing and  Wal-Mart  store  No.  752,  in 
Pasadena,  Tex.,  is  in  the  middle  of 
one  of  its  weekly  pep  rallies/store 
meetings.  Store  manager  Bradley 
Coonfield  has  just  briefed  the  troops 
on  the  store's  performance.  Sales 
were  up  13.8%  from  the  day  before, 
12%  from  last  week.  Good,  but  that 
was  yesterday.  Now  Coonfield  is 
asking  department  managers  to  iden- 
tify products  that  they  think  will  be 
tomorrow's  hits. 

"Thera,  you  go,  girl!"  Coonfield 
hollers.  Hardware  manager  Thera 
Montgomery  answers:  "This  ceiling 
fan  sells  for  $38.96.  It's  a  new  item, 
and  it's  got  a  14%  markup."  (At  Wal- 
Mart's  request,  these  are  not  the  real 
markups.) 

Coonfield  grabs  the  ceiling  fan. 
"What  a  great  buy!  Everybody  ought 
to  buy  one!"  he  thunders.  Next,  it's 
Kimberly  McCuiston's  turn,  from  the 
toy  department.  She  plugs  a  pair  of 
talking  dolls,  $46.95,  a  25%  markup. 
Her  two  children  are  sitting  in  on  die 
meeting  before  they  leave  for  camp. 
McCuiston  grabs  a  package  of  race 
cars  from  one  of  them.  "The  kids 
love  these,"  McCuiston  says,  as  she 
holds  the  package  high.  "We  are  sell- 
ing 84  a  day." 

Coonfield  then  leads  the  group  in 


a  game:  How  many  packages  of  Oreo 
cookies  did  the  store  sell  last  week? 
Anthony  Evans  from  the  food  depart- 
ment blurts  out  the  answer:  4,094. 
Coonfield  extends  the  question  to 
four  weeks.  The  answer?  15,850.  The 
game  promotes  camaraderie  and  a 
sense  of  fun.  The  closest  guessers  get 
a  package  of  Oreos. 

Now  it's  time  for  the  famous  Wal- 
Mart  cheer.  "Give  me  a  W,  give  me 
an  A,  give  me  an  L,"  Coonfield 
shouts,  as  he  bends  his  knees  and 
shakes  his  rear  to  emphasize  the 
squiggly  line  between  Wal  and  Mart. 
Then  he  ends  with,  "Who's  number 
one?"  The  employees  respond:  "The 
customer!" 

Wal-Mart's  not  the  glamour  stock 
it  was  a  few  years  back.  In  February 
of  1996  the  company  announced  its 
first  down  quarter  in  as  long  as 
anyone  could  remember.  The  stock 
has  been  something  of  a  laggard  in 
this  bull  market  and  only  recently  ral- 
lied past  its  1993  high.  But  don't 
assume  Sam  Walton's  creation  has 
lost  its  touch  since  he  died.  Last  year 
the  company  managed  a  12%  increase 
in  sales  and  earnings,  to  $3  billion  on 
$105  billion  in  sales.  So  far  this  year 
Wal-Mart  is  leading  the  discount 
store  pack  with  a  nearly  7%  increase 
in  same-store  sales. 
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Imagine  it'  gloh^fVavcl  were  truly  efficient.  If  you  could  go  anywhere  in 
the  world  smoothly.  Kfficiently.  Effortlessly.  Imagine  if  you  could  apply 
the  mileage  points  from  qualified  flights  of  six  different  airlines  toward  your 
overall  flyfcr. status.  (How  quickly  do  you  suppose  you  would  attain  elite 
status  then?)  Imagine  more  than  180  airport  lounges  around  the  world 
awaiting  International  First  and- Business  Class  customers,  as  well  as  top-tier 
frequent  flyers.  And  if  it's  riot  too  much,  we  ask  you  to  imagine  the  alliance 
between  United  Airlines,  Air  Canada,  Lufthansa,  SAS  and  THAI  getting 
even  stronger.  The  Star  Alliance1"  partners  are  proud  to  welcome  Varig,* 
Brazil's  premier  airline,  to  our  network;  and  in  doing  so,  we  announce 
worldwide  access  to  more  than  six  hundred  destinations  in  108  countries. 
Welcome  to  a  better  way  to  travel  the  world.  Welcome  to  the  Star  Alliance 
network.  Welcome  to  what  happens  when  you  imagine. 


STAR  ALLIANCE 
The  airline  network  for  Earth. 


"Fh 

eve*"  1 
but  a 
broken 
heart" 


One  of  Sam  Walton's 
techniques  for  boosting 
sales  was  something  he 
called  the  vpi,  or  volume- 
producing  item.  Every 
year  Wal-Mart's  senior 
executives  and  store  man- 
agers pick  one  item  that 
they  believe  has  untapped 
potential  and  then  pro- 
mote the  heck  out  of  it. 
Last  year  Wal-Mart's  head 
of  store  operations, 
Thomas  Coughlin, 
thought  the  VPI  program 
might  have  lost  steam. 
He  decided  to  give  it 
renewed  emphasis. 
Coughlin  chose  duct 
tape,  made  by  Manco, 
Inc.,  of  Avon,  Ohio, 


as  his  product.  At  Wal- 
Marts  across  the  country, 
store  managers  began  fill- 
ing boats  and  cars  with 
duct  tape  and  building  20- 
foot-high  duct-tape  dis- 
plays. Manco  held  a  con- 
test in  which  it  asked 
customers  to  reveal  their 
best  uses  for  duct  tape. 
One  winner:  a  zoo  in 
Kansas  that  used  the  tape 
to  keep  a  newborn  kanga- 
roo in  his  mother's  pouch. 
"Duct  tape  fixes  every- 
thing but  a  broken  heart," 
became  Coughlin's 
mantra.  It  fixed  Wal-Mart, 
too.  Duct-tape  sales  have 
quadrupled  in  the  last 
year.  -CP.  BH 


Duct-tape  displays 
at  Wal-Marts  across 
the  country 
This  way  Wal-Mart 
managers  compete 
against  each  other. 


12: 


Not  every  store  is  as  productive  as 
Coonfield's;  he  runs  what's  often  the 
top-grossing  traditional  Wal-Mart  in 
the  country.  Wal-Mart  Chief  Execu- 
tive David  Glass  puts  it  this  way:  "If 
someone  asks  me  how  we  manage  a 
$100  billion  company,  I  tell  them  a 
store  at  a  time,  and  we  constantly 
challenge  that  unit  to  make  it  the 
best." 

Sam  Walton's  be-all-you-can-be 
way  of  inspiring  employees  continues 
to  permeate  every  one  of  the  3,000- 
plus  locations.  Get  the  employees  to 
believe  in  themselves  and  in  the  mer- 
chandise, and  the  rest  is  easy. 

Information  technology?  Wal-Mart 
is  second  to  none  in  the  retail  busi- 
ness in  the  use  of  computers,  and  is 
way  ahead  in  using  its  fast-flowing 
information  to  motivate  everyone 
from  suppliers  to  sales  clerks  and  cus- 
tomers. When  Wal-Mart  is  underper- 
forming,  no  one  knows  it  faster  than 
Wal-Mart  does.  Coonfield  may  run  a 
star  store,  but  while  he  was  guiding  a 
Forbes  reporter  through  the  premis- 
es, he  was  interrupted  three  times  by 
his  district  manager,  William 
Sheffield,  reminding  him  that  the 
Wal-Mart  on  Interstate  10  in  Hous- 
ton was  catching  up.  "We  called  it 
planned  discomfort,"  says  Joe 
Hardin,  former  chief  executive  of 
Wal-Mart's  Sam's  Club  divi- 
sion and  now  chief  executive 
of  Kinko's,  Inc. 

Wal-Mart  spends  half  a 
billion  dollars  a  year  on 
information  technology. 
Its  current  level  of  storage 
capacity,  24  terabytes,  is 
second  only  to  the  U.S. 
government's  and  is  sev- 
eral times  the  level  of 
the  next-largest  retailer, 
Sears-.  But  all  that  information  is  use- 
less without  the  human  component. 
That's  why  Wal-Mart  shares 
information  extensively  with 
everyone  along  the  chain. 
Wal-Mart  store  managers  get 
weekly  Top  50  reports,  which 
identify    top-selling    items  by 
number  of  units  sold,  total  dollars 
and  profits.  Is  the  store  up  in  cus- 
tomer traffic  but  down  in  dollar  sales? 
At  store  752  a  clerk  will  go  around 
the  store  with  a  list  and  check  off 
which  of  the  top-selling  items  aren't 
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RS/6000 


BUSINESS  SOLUTIONS 


sive 
customer. 


Where  do  today's  leading-edge  retailers  discover  new  opportunities  for  growth?  We  guided  REI,  a  well-known  outdoor  outfitter, 
)  the  IBM  RS/6000!  Using  proven  e-commerce  solutions,  we  showed  REI  how  an  RS/6000  can  use  the  power  of  the  Internet  to 
;ach  new  customers.  We  easily  integrated  it  into  their  existing  systems.  And,  because  RS/6000  solutions  are  remarkably  scalable, 
El  needn't  worry  about  turning  away  business.  How  can  the  RS/6000  supply  your  business  with  a  powerful  e-commerce  tool?  For  the 
Dlution  that  fits  your  needs,  drop  by  www.rs6000.ibm.com/solutions  or  call  1  800 IBM-2468,  ext.  FA056. 


I  and  RS/6000ate  registered  trademarks  and  Solutions  lor  a  small  planel  is  a  trademark  ol  IBM  Corp  All  other  company 
l/or  product  names  are  trademarks  or  registered  Irademarks  ol  their  respective  companies  ©199?  IBM  Corp 


being  properly  promoted  at  the  end 
of  an  aisle. 

Each  department  manager  at  store 
752  (there  are  36  departments  in  the 
typical  Wal-Mart)  tracks  which  items 
within  the  aisle  are  the  top  sellers. 
The  department  manager  singles  out 
each  of  those  items  by  cutting  a 
corner  off  its  signx>n  the  shelf.  That 
way  everyone  takes  special  care  to 
make  sure  those  items  are  in  stock. 

Are  there  questions 
about  inventory?  De- 
partment managers  carry 
a  scanner  made  by 
Telxon  Corp.  of  Akron, 
Ohio.  Run  the  scanner 
by  the  bar  code  corre- 
sponding to  a  particular 
item  and  the  scanner  will 
tell  you  how  many  you 
sold  yesterday,  last  week 
and  over  the  same  peri- 


Wal-Mart  is 
analyzing  90 
million  tr ansae 
tions  per  week, 
down  to  each 
shopping  cart. 


ods  last  year.  It  will  tell  you  how 
many  of  those  items  are  in  stock,  how 
many  are  on  their  way  and  how  many 
your  neighboring  Wal -Marts  are  car- 
rying, in  case  you  run  out. 

Every  Saturday  morning  a  store 
752  employee  combs  the  competi- 
tors' circulars  from  Sunday's  news- 
paper. Last  Father's  Day  Kmart  was 
featuring  a  pair  of  men's  shorts  at  a 
lower  price  than  Wal-Mart.  Without 
asking  for  authoriza- 
tion, a  store  752 
employee  ran  to  the 
laser  printer  in  the 
back  of  the  store  and 
printed  out  a  new 
price  for  Wal-Mart's 
shorts.  A  call  to  Wal- 
Mart's  home  office 
alerted  the  whole 
company  to  the  roll- 
back. Via  the  compa- 


Store  manager 
Bradley  Coonfield 
and  the  toy  department's 
Kimberly  McCuiston 
Wal-Mart  gives 
them  information 
at  their  fingertips 
and  the  freedom 
to  act. 


ny's  satellite  system, 
the  home  office 
notified  all  the  other 
Wal-Mart's  across 
the  country  of  the 
change.  Then  store 
752  trumpeted  the 
price  reduction  on 
an  in-store  bulletin 
board  that  compares 
Wal-Mart  prices 
with  competitors' 
advertisements. 

Wal-Mart  is  now 
in  the  process  of 
analyzing  each  of  its 
90  million  transac- 
tions per  week,  right 
down  to  each  shop- 
ping cart,  to  see  how 
the  purchases  of  dif- 
ferent items  are 
related.  From  this 
the  company  can 
better  identify  items 
to  market  togeth- 
er— from  the  obvious,  charcoal  and 
tongs  alongside  the  barbecue  grills, 
to  the  not-so-obvious,  tiny  baggies 
next  to  the  pretzel  boxes  so  Mom 
can  pack  snacks  for  the  kids. 

Wal-Mart  knows  that  customers 
who  buy  Barbie  dolls  (it  sells  one 
every  20  seconds)  have  a  60%  likeli- 
hood of  buying  one  of  three  types  of 
candy,  bars.  What  does  Wal-Mart  do 
with  information  like  that?  "I  don't 
have  a  clue,"  says  Wal-Mart's  chief  of 
merchandising,  Lee  Scott.  "But  we 
are  in  the  beginning  of  something  that 
will  continue  to  build  and  add  value." 

There's  a  lesson  here  for  any  busi- 
nessperson  who  cares  to  learn  it: 
Modern  information  technology  is  a 
marvel  and  a  wonder,  but  to  realize 
its  potential  you  have  to  use  it — not 
to  replace  human  beings  but  to  make 
each  of  them  more  effective  and 
efficient.  ■■ 
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'Mm      -m  &7 

ragtops  4x4s 

showroom 
traffic. 


When  you're  rolling  out  a  new  design,  it  helps  to  get  a  jump  on  the  competition.  That's  why  BMW,  Chrysler,  Ford,  Honda  and 
ercedes-Benz  rely  on  a  total  workstation  solution:  the  IBM  RS/6000!  Working  side  by  side,  we  helped  these  companies  build  tailored 
)lutions  that  run  the  leading  design  applications.  The  result?  Design  teams  around  the  world  can  share  ideas  and  work  more  closely 
gether— helping  to  reduce  the  time  it  takes  to  bring  new  models  to  market  and  new  customers  into  showrooms.  How  can  an  RS/6000 
)lution  drive  your  business?  Stop  by  www.rs6000.ibm.com/solutions  or  call  1  800 IBM-2468,  ext.  FA058. 
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The  survival 
of  the  left 


BY  THOMAS  SOWELL 


Dr.  Thomas  Sowell  is 
an  economist  and  a 
senior  fellow  at  the 
Hoover  Institution  in 
Stanford,  Calif. 


Biologists  explain  how  organisms  adapt  to 
their  physical  environment,  but  ideologues 
also  adapt  to  their  social  environment.  The 
most  fundamental  fact  about  the  ideas  of  the 
political  left  is  that  they  do  not  work.  There- 
fore we  should  not  be  surprised  to  find  the  left 
concentrated  in  institutions  where  ideas  do  not 
have  to  work  in  order  to  survive. 

The  academic  world  is  the  natural  habitat  of 
half-baked  ideas,  except  for  those  fields  in 
which  there  are  decisive  tests,  such  as  science, 
mathematics,  engineering,  medicine — and  ath- 
letics. In  all  these  fields,  in  their  differing  ways, 
there  comes  a  time  when  you  must  either  put 
up  or  shut  up.  It  should  not  be  surprising  that 
all  of  these  fields  are  notable  exceptions  to  the 
complete  domination  by  the  left  on  campuses 
across  the  country. 

In  the  humanities,  for  example,  the  test  of 
deconstructionism  is  not  whether  it  can  pro- 
duce any  tangible  results  but  whether  it 
remains  in  vogue.  So  long  as  it  does,  profes- 
sors skilled  in  its  verbal  sleight-of-hand  can 
expect  to  continue  to  receive  six-figure  salaries. 

You  might  think  that  the  collapse  of 
communism  throughout  Eastern  Europe 
would  be  considered  a  decisive  failure  for 
Marxism,  but  academic  Marxists  in  America 
are  utterly  undaunted.  Their  paychecks  and 
their  tenure  are  unaffected.  Their  theories  con- 
tinue to  flourish  in  the  classrooms  and  their 
journals  continue  to  litter  the  library  shelves. 

Socialism  in  general  has  a  record  of  failure 
so  blatant  that  only  an  intellectual  could 
ignore  or  evade  it.  Even  countries  that  were 
once  more  prosperous  than  their  neighbors 
have  found  themselves  much  poorer  than  their 
neighbors  after  just  one  generation  of  socialis- 
tic policies.  Whether  these  neighboring  coun- 
tries were  Ghana  and  the  Ivory  Coast  or 
Burma  and  Thailand,  it  has  been  the  same 
story  around  the  world. 

Nor  is  economic  failure  the  worst  of  it.  The 
millions  slaughtered  by  Stalin,  Mao  and  Pol  Pot 
for  political  reasons  are  an  even  grimmer  reality. 

People  who  live  and  work  in  a  world  where 
there  is  a  business  bottom  line,  an  athletic 
scoreboard,  a  military  battlefield  or  life-and- 
death  surgery  may  find  it  hard  to  fully  appreci- 


ate the  difference  between  that  kind  of  world 
and  one  in  which  the  only  decisive  test  is 
whether  your  colleagues  like  what  you  are 
saying. 

Academia  is  only  one  of  the  places  where 
wholly  subjective  criteria  rule — and  where  left- 
ists predominate.  Endowed  institutions  such  as 
foundations  and  museums  likewise  often  face 
no  test  other  than  what  like-minded  people 
find  "exciting"  and  what  enables  those  who 
run  these  institutions  to  get  the  heady  feeling 
that  they  are  "making  a  difference."  The  same 
is  true  of  cultural  institutions  supported  invol- 
untarily by  the  taxpayers,  such  as  the  Smith- 
sonian or  the  National  Endowments  for  the 
Arts  and  the  Humanities. 

Taxpayer-supported  "public"  radio  and  tele- 
vision are  similarly  insulated  from  reality  and 
similarly  dominated  by  the  left,  not  only  in  the 
United  States  but  in  other  countries  as  well. 
All  the  nostrums  of  the  left  that  have  brought 
hunger  to  millions  in  countries  which  used  to 
have  surplus  food  to  export,  all  the  pretty 
words  and  ugly  realities  that  have  caused  mil- 
lions more  to  flee  the  lands  of  their  birth, 
these  nostrums  live  on  in  public  television — 
much  like  old  classic  movies  with  familiar  lines 
that  the  audience  of  aficionados  can  recite 
along  with  the  characters  on  the  screen. 

Discredited  elsewhere, 

the  nostrums  of  the  left  live 

on  in  public  television. 

These  endowed  and  insulated  institutions, 
often  full  of  contempt  for  the  values  of  Ameri- 
can society  and  Western  civilization,  are  not 
the  only  bastions  of  the  left  counter-culture.  So 
are  Hollywood  and  Broadway.  Although  show 
biz  faces  the  financial  need  to  get  an  audience, 
the  truth  of  what  they  portray  is  hardly  crucial. 
If  they  can  make  it  punchy  and  sexy,  then 
those  who  complain  about  historical  inaccura- 
cies and  ideological  bias  can  be  dismissed  as 
irrelevant  pedants.  Why  are  leftists  able  to 
crowd  out  other  kinds  of  people  from  these 
places?  Because  those  who  are  willing  to  sub- 
ject themselves  to  the  test  of  reality,  whether  as 
a  businessman  in  the  marketplace  or  as  a  sur- 
geon in  an  operating  room,  have  many  other 
places  in  which  to  work  and  live.  They  do  not 
need  special  sheltered  niches  in  which  to  hide 
and  to  cherish  their  precious  notions. 

Darwinian  adaptation  to  environment 
applies  not  only  to  nature  but  also  to  society. 
Just  as  you  don't  find  eagles  living  in  the 
ocean  or  fish  living  on  mountain  tops,  so  you 
don't  find  leftists  concentrated  where  their 
ideas  have  to  stand  the  test  of  performance.  WM 
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When  others  took  off  at  6 

You  worked  til  10 
When  others  were  buying  posters 

You  bought  limited  editions 
When  others  were  renting 

You  closed  on  your  2nd  home 

Now  /     sjjfr^  Tr 
Has  your  homeowners  insurance 

kept  pace  with  your  lifestyle? 


SO 


PRESTIGE     HOMEOWNERS  INSURANCE.  DESIGNED  FOR  ACHIEVERS. 

For  more  information,  contact  an  independent  insurance  agent  representing  Fireman's  Fund. 

http://www.the-fund.com 


Fireman's 
Fund 


Out  of  the  Arizona  desert  David  Buchanan's 
Three-Five  Systems  rose  like  a  rocket. 
The  fuel  mixture,  though,  had  a  serious  flaw. 

Another  match, 


please 


By  William  P.  Barrett 


Skyrockets  fizzle.  Be  careful  of 
companies  with  rocket-like  growth, 
lest  they,  too,  fizzle.  Three-Five  Sys- 
tems, Inc.,  based  in  Tempe,  Ariz., 
was  red-hot  during  the  mid- 1 ''90s. 
Its  profits  rose  tenfold  in  just  two 


years,  and  it  landed  twice  on  the 
Forbes  200  Best  Small  Companies 
list.  A  maker  of  cellular  telephone  dis- 
play panels,  it  went  public  in  1990  at 
75  cents  a  share.  During  1994  alone 
Three-Five's  stock  topped  $50,  split 


2-for-l,  then  reached  $50  again.  A 
$1,000  investment  in  the  shares  got 
you  $133,000  in  just  four  years. 

With  numbers  like  those,  nobody 
seemed  to  notice  that  Three-Five  was 
highly  vulnerable.  It  depended  upon 
Motorola  for  85%  of  sales.  You  can 
guess  what  happened.  Suddenly,  in 
early  1996,  Motorola  changed  its 
product  line  and  said  it  wouldn't  need 
nearly  as  many  panels  from  Three- 
Five.  That  year  revenues  dropped  34% 
(from  $92  million  to  $61  million), 
inventory  writeoffs  wiped  out  profits, 
and  the  stock  fell  to  $8.75. 

"We  were  shocked  out  of  our 
minds,"  recalls  David  R.  Buchanan, 
65,  Three-Five's  president  and  chief 
executive  officer.  He  shouldn't  have 
been  shocked.  This,  after  all,  is  the 
fast-changing  high-tech  communica- 
tions business.  What's  solid  today  is 
sand  tomorrow. 

Three-Five  began  life  in  late  1985 
when  National  Semiconductor  sold 
its  moneylosing  optoelectronic  divi- 
sion to  private  investors.  (The  name 
comes  from  the  periodic  table 
groups  containing  the  elements  used 
to  make  semiconductors.)  The 
investors  hired  Buchanan  to  run  it. 

He  had  all  the 
Three-Five  Systems'  right  credentials. 
David  R.  Buchanan  An  ex-Marine 
"We  were  with  two  engi- 

shocked  out  neering  degrees, 

of  our  minds."  he  was  a  veteran 
HM  technology  exec- 

utive and  he 
invested  $250,000  in  Three-Five.  A 
1990  purchase  of  a  passive  display 
maker  brought  along  a  public  listing, 
and  Three-Five  went  into  orbit. 

Buchanan  made  several  smart 
moves.  He  staked  the  company's 
future  on  making  liquid  crystal  dis- 
plays, 'or  LCDs,  which  display  more 
information  but  use  less  power  than 
leds  (light-emitting  diodes).  He  built 
the  U.S.'  biggest  LCD  manufacturing 
facility,  although  to  keep  down  labor 
costs  he  had  the  assembly  work  done 
in  the  Philippines.  Buchanan  posi- 
tioned Three-Five  as  a  manufacturer 
that  would  work  as  closely  with  the 
customer  as  the  customer's  own  divi- 
sion would. 

Motorola,  then  making  its  big 
move  into  cellular  telephones,  signed 
on.  Winning  the  Motorola  order  was 
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Space  that  really  pays  Off.  In  this  era  of  global  commerce,  you 
need  productive  work  space  that  goes  anywhere — from  cities  to  remote 
corners  of  the  world.  You  need  a  conference  area.  Private  work  space. 
Instant  communication  links  to  headquarters.  What  you  really  need  is 
Class  A  office  space  that  can  fly.  This  is  it:  The  Boeing  Business  Jet. 

It  has  the  range  and  capacity  needed  to  fit  your  mission — easier  than 
tailoring  your  mission  to  fit  the  limitations  of  a  smaller  plane.  Room 
for  in-flight  work  or  relaxation.  Impressive  storage  capabilities  and 
flexible  design.  International  range  with  nearly  three  times  more 
space  than  the  competition — at  a  comparable  price. 

The  Boeing  Business  Jet.  It's  a  smart  business  move. 


For  more  information  about  new  dimensions 
in  space,  comfort,  utility,  and  support,  contact 
Borge  Boeskov,  president,  Boeing  Business  Jets. 
Call  206-655-9800  or  visit  our  Web  site  at: 
http://www.boeing.com/bbj 


Boeing  Business  Jets 


Boeing  &  General  Electric 


THE  PROBLEM  WITH  INVESTING  IN  BOOMING  FOREIGN  MARKETS  IS  THAT  THINGS 


Group  In    I hf  f  i !T'  ^  InSUnmCe  *  member  -mpan/of  American  Internal 

Oth "    n         ^  C°mPany  "rf '0bal  PreSCnCe        knowledSe  °f  lo-l  conditions  to  protect  you  around  the  wj 
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i! 


«rl 
sur 
fern 


LOST  IN  TRANSLATION.  LIKE  YOUR  CONTRACT,  YOUR  PROFITS  OR  YOUR  BUSINESS. 


ve  international  problems  whenever  they  arise.  When  you're  an  AIG  client,  you're  not  just  buying  insurance.  You're 
jg  a  business  partner.  AIG  Global  customers  also  benefit  from  the  experience  of  a  board  of  directors  that  includes 
pr  U.S.  Secretary  of  State  Henry  A.  Kissinger,  former  U.S.  Trade  Representative  Carla  A.  Hills,  former 
jury  Secretary  and  U.S.  Senator  Lloyd  M.  Bentsen,  former  World  Bank  President  Barber  Conable,  Jr., 
ormer  Prime  Minister  of  Pakistan  Moeen  Oureshi.  AIG  has  been  the  leader  in  political  risk  coverage 
lore  than  twenty  years.  So  while  different  cultures  and        WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES 
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ages  may  seem  daunting,  the  risks  wo 
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a  terrific  coup  for  a  young  company, 
but  it  carried  risks.  "We  knew  that  we 
had  to  diversify,"  Buchanan  says. 
"But  we  couldn't  build  infrastructure 
fast  enough  to  expand  beyond 
Motorola.  We  couldn't  hire  people 
fast  enough.  What  else  could  we  do? 
I  couldn't  give  away  sales." 

But  that  concentration  on  immedi- 
ate sales  was,  in  so  fast-moving  a  busi- 
ness, the  equivalent  of  tiring  a  missile 
straight  up  only  to  see  it  come  right 
back  at  you.  When  Motorola  changed 
its  requirements,  Three-Five  was  in 
trouble.  That  the  company  didn't  go 
under  when  it  lost  that  giant  chunk  of 
business  owed  a  lot  to  the  firm  finan- 
cial footing  Buchanan  had  put  the 
company  on.  Debt  was  minuscule; 
had  it  not  been,  the  bankers  would 
almost  certainly  have  moved  in. 

Three-Five  still  counts  Motorola  as 
a  good  customer,  but  now  depends 
on  it  for  just  35%  of  sales.  Much  of 
the  slack  has  been  taken  up  by  a  host 
of  smaller  customers.  Three-Five  now 
writes  contracts  requiring  a  customer 
to  shoulder  more  of  the  risk  if  it 
decides  to  pull  the  plug.  Buchanan 
currently  pumps  7%  of  revenues  into 
R&D,  four  times  the  pace  of  a  few 
years  ago.  He  is  looking  for  growth 
in  the  new  field  of  micro  displays, 
which  are  tiny  panels  with  a  lens,  and 
in  a  proprietary  technology  called 
liquid  crystal  intense  display,  or  LCiD. 

With  the  stock  now  back  to  $23, 
and  estimated  1997  revenues  up  to 
$85  million,  Buchanan  is  determined 
to  prevent  the  stock  from  collapsing 
again.  A  man  of  immense  energy — 
who  has  a  $19  million  holding  in  the 
company — Buchanan  strides  around 
like  a  nervous  cat  while  being  inter- 
viewed. He's  had  at  least  four  sales 
heads  and  three  chief  financial  officers 
in  three  years.  (The  current  chief 
financial  officer  is  Buchanan's  son, 
Jeff,  41.)  His  critics  say  that  Bu- 
chanan's greatest  asset — extreme  con- 
fidence in  his  own  judgment — is  also 
his  greatest  liability. 

Three -Five  has  a  way  to  go  to  get 
back  to  its  old  profitability.  Its  esti- 
mated 1997  earnings  are  62  cents  a 
share,  compared  to  $1.59  in  that  go- 
go  year  of  1994.  But  clearly  the  com- 
pany has  more  staying  power  now.  In 
this  business  a  lower  trajectory  will 
carry  a  rocket  a  whole  lot  further.  Ml 


Growth,  heedlessly  pursued,  can  be 
a  dangerous  game.  Ask  Dan  Fitzpatrick. 

Burned 
by  bagels 


By  Bruce  Upbin 


A  good  franchisee  doesn't  always 
make  a  good  franchisor. 

Daniel  Fitzpatrick,  40,  is  a  very 
good  franchisee  and  a  born  restaura- 
teur. In  high  school  he,  along  with 
older  brothers  John,  45,  and  James, 
42,  and  younger  brother  Gerald,  37, 
worked  burger  joints  in  Toledo,  Ohio 
to  make  ends  meet  after  their  father 
fell  ill.  With  bare-knuckled  vigor  Dan 
and  John  built  2  Burger  Kings  into 
44,  along  with  4  Chili's  Grill  &  Bars, 
in  Indiana  and  Michigan.  By  1993 
their  Mishawaka,  Ind. -based  Quality 
Dining  was  earning  $4.5  million  on 
S59  million  in  sales. 


Hey,  this  was  making  money  the 
hard  way.  You  sweated — Burger  King 
and  the  other  franchisors  saw  fees  and 
royalties  roll  in.  Why  not  become  a 
franchisor  yourself? 

Bagels  were  the  hottest  thing 
around.  The  demographics  and  eco- 
nomics looked  mighty  compelling. 
Those  doughy,  crusty  rounds  origi- 
nating in  Eastern  Europe  were  new 
to  most  Americans.  Operating  mar- 
gins were  about  15%  for  bagel  shops. 
That's  Easy  Street  in  the  fast  food 
business,  a  place  where  only  a  few, 
like  McDonald's,  or  theme  palaces 
like  Planet  Hollywood,  reside.  A  suc- 
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With  All  DUE  Respect, 
We  Think  the  way  Corporate  facilities  Are 
developed  needs  a  major  overhaul. 


SOME  COMPANIES  STILL  DEVELOP  NEW  FACILITIES  THE  HARD  WAY  -  WITH  SITE  CONSULTANTS,  REAL  ESTATE 
3ROKERS,  ARCHITECTS,  AND  CONTRACTORS,  ALL  DOING  THEIR  OWN  THINGS,  ALL  REQUIRING  DIFFERENT 
CONTRACTS.  IT  CONSUMES  MANAGEMENT  TIME,  CORPORATE  MONEY,  AND  IT  DPvTRTS  STAFF  ATTENTION  AWAY 
TIOM  THE  COMPANY'S  CORE  BUSINESS.  NOW  THERE'S  A  MUCH  BETTER  WAY.  HASKELL'S  TOTAL  FACILITY  SOLUTIONS 
IAKES  THE  TASK  OF  FACILITY  DEVELOPMENT  AND  MANAGEMENT  OFF  YOUR  HANDS  -  FROM  INITIAL  ANALYSIS  TO 
DESIGN  AND  CONSTRUCTION  THROUGH  DELIVERY.  WE  CAN  EVEN  PROVIDE  HNANCING  UP  FRONT  AND  FACILITY 
vIANAGEMENT  AT  THE  END.  ONE  COMPANY.  ONE  TEAM.  ONE  CONTRACT.  AND  JUST  ONE  PERSON  TO  TALK  WITH 


TO  GET  THE  PROCESS  GOING.  CALL  PETE  BONEY  AT  1-888-742-7535  OR  VISIT  US  AT  www.thehaskellco.com. 


cessful  bagel  shop  costing  $325,000 
to  build  can  make  its  money  back  in 
two  years. 

In  1993  Fitzpatrick  became  a  fran- 
chisee of  Bruegger's,  at  the  time  the 
biggest  name  in  bagel  chains.  Found- 
ed by  Nordahl  Brue,  a  bearded 
Burlington,  Vt.  lawyer,  and  his  friend 
Michael  Dressell,  a  commercial 
builder,  Bruegger's,  by  1993,  had  84 
stores.  They  soon  had  aggressive 
plans  to  open  1,000  franchised  stores 
by  the  end  of  1998. 

It  had  competition.  Einstein/Noah 
Bagels,  Manhattan  Bagel  and  Chesa- 
peake Bagel  were  all  building  chains. 
Investors,  hungry  for  fad  stocks, 
eagerly  put  up  the  money  Four  bagel 
outfits  went  public  between  Novem- 
ber 1995  and  October  1996,  along 
with  a  handful  of  secondary  offerings, 
raising  a  total  of  $150  million. 

Fitzpatrick  liked  Bruegger's  ambi- 
tious growth  plan.  His  own  company, 
Quality  Dining,  had  gone  public  in 
March  1994,  and  he  had  a  handy 
vehicle  for  raising  more  money  and 
for  buying  other  businesses.  In  June 


1996  he  swapped  $123  million  in 
Quality  stock  for  Bruegger's,  by  then 
a  chain  with  276  stores,  40  of  them 
company-owned. 

Now  he  was  really  rolling.  Only  six 
months  before,  Fitzpatrick  had  paid 
$74  million  in  cash  for  42  Grady's 
American  Grills,  casual-dining  restau- 
rants formerly  owned  by  Brinker 
International.  With  those  two  acqui- 
sitions Fitzpatrick  more  than  doubled 
Quality  Dining's  revenues,  to  an 
annual  rate  of  $270  million. 

And  he  fell  flat  on  his  face.  He 
hadn't  done  due  diligence.  Brueg- 
ger's was  a  mess.  Between  1994  and 
1996  Bruegger's  opened  294  stores. 
Says  one  ex-franchisee:  "They 
[Bruegger's]  just  focused  on  pinning 
flags  on  a  map."  Customers  in  some 
markets  came  in  to  find  surly, 
untrained  help  and  short  supplies  of 

Rid  of  the  bagel  incubus, 
Quality  Dining  could  be  a 
sound  company  again. 


q  Quality  Dining's  chief  executive, 
3  Daniel  Fitzpatrick 
|  A  burger  man  does  not 
I  a  bagel  man  make. 


staples  like  plain  bagels. 

Once  Fitzpatrick  bought 
the  company  he  put  the 
brakes  on.  Quality  Dining 
loaned  $38  million 
(through  May  1997)  to  an 
off- balance-sheet  company 
owned  by  Fitzpatrick  to 
finance  the  buyback  of 
troubled  franchise  territo- 
ries. Junk  bond  centimil- 
lionaire  Leon  Black  almost 
became  a  partner  in  this 
venture,  but  they  couldn't 
come  to  terms. 

Fitzpatrick's  attention 
was  stretching  thin.  The 
costs  of  buying  frenetic 
growth  were  starting  to 
show.  Quality's  net  income 
in  1996  dropped  by  55%, 
despite  bulging  sales.  The 
stock,  at  $39.50  in  May 
1996,  fell  to  $17  by 
year-end. 

Bruegger's  founders, 
Brue  and  Dressell,  holding  26%  of 
Quality  shares  and  now  the  largest 
franchisee,  proposed  breaking  up  or 
selling  the  company.  Fitzpatrick 
countered  with  a  poison  pill  that 
would  dilute  the  stock's  value  in  the 
event  of  a  takeover. 

In  May  Fitzpatrick  bit  the  bullet, 
announcing  that  Quality  would  sell 
Bruegger's  and  take  a  $185  million 
pretax  writeoff.  Out  went  Bruegger's 
chief  executive,  Stephen  Finn.  "We 
got  a  litde  ahead  of  ourselves  organi- 
zationally," Finn  says. 

But- sell  it  to  whom?  Whoever  buys 
Bruegger's  takes  over  an  overexpand- 
ed  chain  with  rotten  morale  and 
many  poor  locations. 

Rid  of  the  bagel  incubus,  Quality 
could  be  a  sound  company  again. 
Now  $4.25  per  share,  the  stock 
trades  below  book  value  and  at  only 
12  times  the  earnings  it  made  when  it 
was  just  a  chain  of  Burger  Kings  and 
Chili's  (and  that  doesn't  even  include 
40  Grady's).  If,  that  is,  Fitzpatrick  has 
learned  his  lesson  and  doesn't  go  out 


after  growth  at  any  price. 
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six  foot  tall,  two  hundred  pound  runner  W111 

352,000  pounds  of  stress  per  mile.  Unless  DuPont  HytreP  helps  absorb  it  first. 


www.dupont.com 


Better  things  for  better  living 


I'.  R./3,  the  SAP  logo,  and  A  Better  Rtturn  On  Information  are  the  registered  or  unregistered  trademarks  of  SAP  AG.  AD  other  products  or  companies  mentioned  in  ill 
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Their  revenues  may  be  different,  but  their  dreams  are  much  the  same. 

One  is  an  $18.1  billion  enterprise  computing  solutions  company.  One  is  a  $160  million  software 

company.  Both  turned  to  SAP  R/3™  software  for  help  handling  their  business  volume. 

With  R/3,  Compaq  was  able  to  cut  inventory  from  $2.2  billion  to  $1.2  billion, 

even  as  revenues  increased  by  23%.  R/3  allowed  INTERSOLV  to  get 

real-time  information  to  their  salespeople  and  dramatically 

improve  customer  satisfaction.  With  SAP,  the  size  of  a 

dream  isn't  limited  by  the  size  of  a  company 

For  more  information,  visit  us  at 

http://www.sap.com  or 

call  1-800-283- 

1SAP. 


The  autoworker: 
An  endangered 
species 


BY  JERRY  FLINT 


Jerry  Flint,  a  former 
FORBES  Senior  Editor, 
has  covered  the 
automobile  industry 
since  1958. 


What  does  every  auto  executive  want?  To 
get  rid  of  his  factory  workers.  From  Detroit  to 
Diisseldorf,  even  to  Brazil,  where  labor  costs 
aren't  near  the  German  or  American  levels, 
manufacturing  executives  are  testing  new  ways 
of  reducing  head  counts. 

I'm  not  talking  about  automation  or  ship- 
ping jobs  overseas.  I'm  talking  about  getting 
the  guys  to  work  for  someone  else — outsourc- 
ing, in  today's  jargon.  Where  Henry  Ford 
wanted  to  make  everything  from  tires  to  steel 
for  himself,  his  late-20th-century  successors 
want  to  slim  their  role  as  much  as  possible  and 
focus  on  designing,  final  assembly  and  mar- 
keting. Around  the  world  autoworkers  cost 
more  than  supplier  workers.  In  the  U.S.  the 
labor  cost  would  be  $50  an  hour  (including 
benefits  and  Social  Security  taxes)  for  a  uaw 
auto  company  worker,  to  maybe  $20  an  hour 
for  a  supplier  company  worker. 

This  outsourcing  also  shifts  some  of  the 
capital  cost  from  maker  to  supplier. 

The  suppliers  even  do  much  of  the  design 
and  engineering  so  the  auto  companies  can 
get  the  final  product  out  faster.  The  suppliers 
build  modules  instead  of  parts,  meaning  that 
they  put  many  parts  together  into  a  big  fin- 
ished piece.  The  big  suppliers — tier-ones,  they 
are  called — lean  on  their  suppliers,  the  tier- 
twos,  who  lean  on  theirs,  the  tier-threes.  This 
increases  manufacturing  efficiency  right  up 
and  down  the  line. 

J.  Ignacio  (Inaki)  Lopez  brought  this  out- 
sourcing to  a  fine  art.  Volkswagen  is  putting 
the  controversial  Spaniard's  idea  to  the  test  at 
a  commercial  truck  plant  in  Resende,  Brazil. 
There's  not  a  single  vw  assembly  worker  in 
the  plant.  Eight  suppliers  work  inside,  each  in 
its  own  floor  space,  putting  together  major 
parts,  such  as  the  engine/transmission,  or  the 
truck  cab.  VW  is  the  plant  manager  and  quality 
inspector.  This  is  a  low-volume  operation, 
maybe  20,000  trucks  a  year,  so  this  is  an 
important  but  limited  test  of  the  concept. 

The  next  Vest  also  will  come  in  Brazil  but 
from  GM — code  name:  "Blue  Macaw."  GM 
won't  go  quite  as  far  as  wv  but  will  build  a 


factory  campus,  about  500  miles  from  Sao 
Paulo.  The  Blue  Macaw  assembly  plant  will  be 
surrounded  by  a  couple  dozen  supplier  plants. 
GM  and  the  suppliers  will  share  facilities  like 
office  space  and  the  cafeteria.  This  will  be  a 
high-volume — 150,000  cars  a  year — plant, 
building  a  version  of  gm's  small  German 
Corsa  car  due  on  the  market  in  1999.  The 
suppliers  will  make  almost  everything  for  the 
new  car,  except  the  body  stampings  and 
engine  /  transmission . 

Chrysler  will  build  a  Brazilian  plant  for  its 
Dakota  pickup  truck.  Its  major  supplier  will 
deliver  a  completed  frame  with  driveshaft, 
axles,  brake,  suspension  and  wheels.  That 
leaves  Chrysler  to  drop  in  the  engine,  put  on 
the  sheet  metal  and  paint,  and  push  the  prod- 
uct out  the  door. 

Why  in  Brazil?  It's  a  place  where  automak- 
ers are  rapidly  expanding,  and  unions  aren't 
likely  to  make  trouble  out  in  the  boondocks 
where  the  new  operations  have  been  placed. 

In  the  U.S.,  Mercedes  is  doing  a  more  lim- 
ited experiment  at  its  new  plant  near 
Tuscaloosa,  Ala.  The  number  of  direct  suppli- 
ers for  this  type  of  operation  is  being  cut  from 
about  500  to  65,  and  they  will  be  supplying 
modules.  Even  the  sheet  metal  for  the  prod- 
uct, the  on-sale-this-fall  Mercedes  M320  four- 
wheel-drive  utility  vehicle,  comes  from  a  sup- 
plier. The  cockpit  is  supplied  as  one  unit, 
including  the  instrument  cluster,  air  bags, 
switches,  steering  column  and  heating-ventila- 
tion systems.  The  supplier  of  the  cockpit,  by 
the  way,  is  Delphi,  the  GM  parts  unit  that  may 
go  public  one  day. 

In  Brazil,  VW  assembles 
trucks  without  VW  workers. 


This  trend  has  enormous  significance  for 
auto  production  in  the  U.S.  After  that  new 
Chrysler  Jeep  plant  is  built  in  Toledo,  I 
doubt  the  big  three  will  build  another 
assembly  plant  in  the  U.S.  in  my  lifetime. 
There  will  be  more  foreign -owned  auto 
plants  here,  but  they  will  be  nonunion  and 
able  to  use  the  most  efficient  ways  to  build 
their  vehicles. 

No,  the  UAW  won't  lie  down  and  let  its 
members  be  forced  into  lower-paying  jobs  with 
suppliers,  but  over  the  long  pull  the  union  can 
only  delay  the  changes.  Faced  with  union 
opposition,  the  big  three  will  simply  close 
plants  in  the  U.S.  and  build  new  ones  abroad. 

Maybe  it's  time  for  a  summit  conference 
between  the  big  three  and  the  UAW  to  talk 
about  bringing  down  costs  without  driving 
the  industry  outside  the  U.S.  HI 
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GE  Capital  Assurance 


will  be  their  role  model,  not  their  burden. 


We  all  aspire  to  be  self-reliant.  Unfortunately,  2  out  of  every  5  people  over  age  65  are  expected 
to  spend  time  in  a  nursing  home.  That's  why  GE  Capital  Assurance  offers  long  term  care  insurance. 
It's  a  surprisingly  affordable  way  to  guarantee  yourself  access  to  higher-quality  home  care  and 
better  nursing  homes,  without  having  to  rely  on  your  life  savings  or  Medicaid.  Call  I -800-992-3444 
or  ask  a  long  term  care  specialist  about  the  plans  people  have  trusted  for  more  than  20  years. 

We  bring  good  things  to  life. 


1996  GE  Capital  Assurance.  Cover 


A  GE  Capital  Services  Company 

irj  New  York  is  underwritten  by  GE  Capita]  Lite  Assurance  Company  of  New  Yu 


Bruce  Hawthorn  taught  his  flock  how  to  pay  medical 
bills.  Now  he's  learning  some  lessons  of  his  own. 

"Bear  ye  one 
another's  burdens" 


By  Brigid  McMenamin 


The  Reverend  Bruce  Hawthorn 
ministered  to  alcoholics  at  his  Rescue 
Mission  in  tiny  Barberton,  Ohio.  One 
day  16  years  ago  he  was  driving  his 
wife  and  four  children  to  Michigan 
when  a  truck  driver  broadsided  his 
van,,  killing  Hawthorn's  wife  and  four- 
year-old  daughter.  He  and  the  three 
other  children  were  badly  injured. 
Hawthorn  was  saddled  a  .000 
in  medical  bills.  How  to  handle  them 
on  the  $8,200  a  year  he  earned? 


Bruce  Hawthorn  with  his  entourage 
"It's  a  matter  of  faith  and  love.' 


Hawthorn  told  of  his  woes  in  his 
little  Rescue  Mission  Newsletter  (circ. 
13,000),  some  of  whose  subscribers 
were  Mennonites.  A  thousand  get- 
well  cards  and  letters  soon  arrived, 
most  stuffed  with  cash.  Within 
45  days  Hawthorn's  hospital  bills 
were  paid. 

Thus  persuaded  that  devout  Chris- 


tians would  be  eager  to  help  other 
Christians  in  need,  Hawthorn  adapted 
an  old  idea.  Long  before  there  was 
regular  medical  insurance — before  a 
national  medical  plan  was  even 
dreamed  of — not-for-profit  mutual  aid 
societies  sprang  up  around  the  coun- 
try in  the  period  following  the  Civil 
War.  They  were  informal  insurance 
companies.  From  them  sprang  many 
of  today's  big  insurance  companies. 

Hawthorn  would  revive  the  idea. 
To  participate  in  his  medical  bill 
paying  program,  you  would  have  to 
be  a  churchgoing  heterosexual  Chris- 
tian who  didn't  smoke,  drink,  use 
drugs  or  have  sex  outside  of  marriage. 
You  would  send  copies  of  your  hospi- 
tal bills  to  Hawthorn,  who  would  then 
send  out  a  monthly  called  the  Christ- 
ian Brotherhood  Newsletter,  with 
instructions  as  to  which  members 
needed  help. 

Each  month,  you  would  send  your 
prayers  and  "subscription  fee"  direct- 
ly to  those  members.  Hawthorn,  56, 
cites  the  biblical  injunction,  "Bear  ye 
one  another's  burdens,  and  so  fulfill 
the  law  of  Christ"  (Galatians  6:2). 

Back  in  1983  the  monthly  fee  was 
just  $75;  today  it  is  $300  for  families, 
$200  for  couples  and  $100  for  singles. 
There  are  some  80,000  members, 
altogether  paying  $54  million  a  year. 
These  "subscription  fees" — premiums 
really — pay  their  medical  bills. 

Cheap?  Yes,  but  of  course,  unlike 
regular  insurance,  the  Brotherhood 
doesn't  have  to  cover  everything.  It 
won't  help  with  drug  or  alcohol  treat- 
ments, or  psychiatry,  or  wigs  for 
chemotherapy  patients.  Hawthorn 
insists  it's  not  insurance  at  all.  "It's  not 
a  guarantee,"  he  says.  "It's  a  matter  of 
faith  and  love." 

Overhead?  Once  a  year  each  sub- 
scriber sends  his  monthly  check  to  the 
home  office.  About  $4.5  million,  this 
goes  to  cover  yearly  salaries  for  a  staff 
of  65  to  70  people,  for  the  Rescue 
Mission's  ongoing  work  and  for  twice- 
yearly  cross-country  road  trips  to 
drum  up  new  interest  in  the  health 
payment  plan. 

Thanks  to  the  not-for-profit  news- 
letter, Bruce  Hawthorn  is  no  longer 
poor.  He  and  his  new  wife  live  on  a 
nearly  500-acre  farm  owned  by  the 
Rescue  Mission.  The  compound 
includes  homes  for  his  brother,  sister, 
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WHO'S  THE  BRIGHTEST  OF  THEM  ALL? 


HITACHI. 


or  more  information,  visit  our  website  at  www.  Hitachi.com  or  call  1-800-HITACHI. 

91007  Hitni-hi  IM 


One  look  at  Hitachi  UltraVision's 
picture  will  tell  you  it's  the  brightest, 
sharpest  large  screen  TV  ever 
made.  But  it's  the  back  side  of  the 
UltraVision  set  that  really  shines. 

That's  where  you'll  find  Hitachi's 
exclusive  Super  Bright  Lens  System 
and  projection  tube  technology 
that  increases  brightness  and 
sharpness  more  than  30%  over  last 
year's  industry-leading  picture.  And 
where  you'll  encounter  Magic 
Focus,  the  world's  only  automatic 
convergence  system,  as  well  as 
a  host  of  other  engineering 
achievements. 

But  what  else  would  you  expect 
from  the  world's  preeminent 
electronics  company  that  spent 
over  four  billion  dollars  in  research 
last  year  and  holds  more  than 
68,000  patents? 

How  about  Hitachi's  VisionBook™ 
computer,  revolutionary  new  MPEG 
digital  video  camera,  DVD-RAM 
drive,  Super  TFT  display,  Skyline 
mainframe  computer,  or  SuperH™ 
32-bit  RISC  microprocessor  that  runs 
the  operating  systems  of  most  of 
today's  handheld  computers? 

The  fact  is,  you  never  know 
what  to  expect  from  Hitachi. 
Except  brilliance.  Because  it's 
Hitachi  engineering  that  is  truly 
the  brightest  of  them  all. 


HITHGI-ll 

A  TOTALLY  NEW  VISION 


their  spouses,  two  nephews  and  a 
niece.  Th;.  mission  has  financed  other 
homes  for  at  least  five  relatives  and 
hanger>-on,  including  the  clan's 
former  massage  therapist. 

Bruce  admits  he  personally  owns  a 
Honda  Goldwing  motorcycle  and 
three  pleasure  boats.  Over  the  years, 
the  Rescue  Mission  has  put  a  fleet  of 
cars,  vans,  trucks,  motor  coaches  and 
motor  homes  at  the  family's  disposal, 
though,  after  FORBES  started  sniffing 
around,  Bruce  sold  most  of  the  fleet. 
He  insists  he's  also  selling  most  of  the 
real  estate,  too,  though  he'll  still  have 
a  nice  176-acre  pad. 

Now  Bruce  even  has  his  own  for- 
profit  newspaper,  21st  Century  Acts, 
with  paid  ads.  He  slips  it  inside  the 
Christian  Brotherhood  Newsletter — so 
the  not-for-profit  pays  the  freight,  while 
he  personally  enjoys  the  ad  revenues. 
Of  course,  Hawthorn's  actual  salary 
remains  modest:  just  $55,000  a  year. 

When  he  travels  across  the  country 
on  his  promotional  trips,  he  rides  his 
Honda  motorcycle,  leading  a  caravan 
of  vans  and  motorcycles  that  looks  for 
all  the  world  like  a  low-rent  presiden- 
tial campaign  or  a  rock  band  tour. 

Hawthorn's  faithful  don't  care  that 
he  lavishes  so  much  on  himself  as  long 
as  their  bills  are  paid.  Take  Michael 
Misiaszek,  a  self-employed  home  ren- 
ovator from  Reading,  Pa.  whose 
daughter  Suzannah,  now  12,  was  hos- 
pitalized four  years  ago  with  leukemia. 
Total  bill:  $150,000. 

Soon  cards  and  letters  began  trick- 
ling in.  In  time  there  were  more  than 
500,  each  with  a  check  and  some  kind 
words  for  the  frightened  family.  Says 
Misiaszek:  "It  was  just  an  outpouring 
of  support  and  love.  These  folks  have 
come  through  for  me." 

For  people  like  Misiaszek,  the 
newsletter  "insurance"  has  been  a 
godsend.  But  this  is  hardly  the  kind  of 
insurance  one  can  count  on.  If  the 
bills  in  any  one  month  exceed  what's 
available  from  monthly  fees,  bill  pay- 
ment is  delayed.  That  happens  all  the 
time.  Christian  Brotherhood  Newslet- 
ter has  no  reserves.  When  the  delays 
get  too  long,  Hawthorn  must  raise  the 
monthly  fees.  Four  times  since  1994 
Hawthorn  has  had  to  raise  prices, 
including  a  $10  boost  in  January. 

In  1991  Hawthorn  embarked  on  a 
subscription  drive,  recruiting  hundreds 


of  "sponsors" — agents,  really — to  sell 
the  newsletter.  In  return,  they  received 
commissions  as  high  as  16% — about 
double  what  an  insurance  agent  would 
get.  Some  sponsors  ran  ads  and  set  up 
multilevel  marketing  schemes.  They 
handed  out  literature  likening  the 
newsletter  to  insurance;  Hawthorn 
had  forbidden  this  because  he  knew  it 
might  bring  regulators  down  on  him. 

It  did.  The  newsletter  came  under 
scrutiny  by  insurance  regulators  in 
some  21  states.  In  1992  an  Erie,  Pa. 
sponsor  tried  to  lure  a  near  1,000- 
person  association  called  the  Christian 
Missionary  Alliance  away  from  Blue 
Cross/Blue  Shield. 

The  local  Blue  Cross  agent 
screamed  to  the  state  insurance  com- 
mission, which  tried  to  forbid 
Hawthorn  to  recruit  any  more  mem- 

Who  needs  health  insurance 
when  you  have  thousands 
of  devout  Christians  paying 
your  hospital  bills? 

bers  in  Pennsylvania.  "Our  concern 
was  that  it  was  like  a  pyramid 
scheme,"  says  Pennsylvania  Insurance 
Commission  lawyer  Terrence  Keating. 

In  1992  Arkansas  Attorney  Gener- 
al Winston  Bryant  issued  a  press 
release  warning  Arkansas  citizens  that 
Hawthorn's  newsletter  "has  all  the 
earmarks  of  a  phony  con  job."  Bryant 
referred  the  case  to  the  insurance 
commission.  Several  states— including 
Wisconsin,  Kentucky,  Maryland,  Dela- 
ware, Pennsylvania — ordered  Haw- 
thorn to  stop  taking  new  subscribers. 

Hawthorn  fought  back.  His  broth- 
er, John,  at  the  time  his  chief  aide,  ral- 
lied the  faithful:  "You  must  get 
involved,"  he  wrote  to  subscribers  in 
Kentucky.  "It  is  your  freedom  at  stake. 
Please  pray  and  ask  God  what  he 
would  have  you  do." 

Aroused,  some  40  angry  Christians 
showed  up  at  the  office  of  then 
Delaware  insurance  regulator  Roger 
Needham.  "I  walked  into  a  sea  of  lime - 
green  polyester  suits,"  sneers  Needham. 

Hesitant  to  inflame  Christian  voters, 
especially  in  the  South,  most  insurance 
regulators  have  backed  down.  They 
have  concluded  that  the  enterprise  does 
not  have  all  the  earmarks  of  insurance 


and  therefore  cannot  be  regulated. 

John  Hawthorn  successfully  lobbied 
in  Pennsylvania,  Iowa,  Kentucky, 
Maryland,  Ohio,  and  Oklahoma  for 
laws  exempting  the  newsletter  from 
regulation.  "We  won  every  time,  one 
way  or  another,"  gloats  John. 

In  1993  a  Delaware  court  ruled  that 
the  group  could  no  longer  operate  in 
the  state.  Thumbing  his  nose,  Haw- 
thorn mails  the  newsletter  to  Delaware 
subscribers  free.  Local  churches  handle 
the  subscription  money,  as  they  do  in 
Wisconsin,  where  the  newsletter  is  also 
outlawed.  Quips  John  Hawthorn: 
"The  Bible  says  we're  to  be  as  wise  as 
serpents  and  as  harmless  as  doves." 

But  if  regulators  can't  squash  the 
idea,  financial  reality  may  be  catching 
up  with  it.  As  price  hikes  bring  Chris- 
tian Brotherhood's  fees  closer  to  that 
of  insurance  policies,  subscribers  are 
beginning  to  drop  out.  Tinsman,  Ark. 
pastor  James  Alford,  for  instance,  a 
longtime  newsletter  subscriber,  has 
already  done  so.  Last  Christmas  he 
switched  to  a  rival  plan,  Washington, 
111. -based  Samaritan  Ministries. 

Making  matters  worse,  the  high- 
living  brothers — Bruce  and  John — 
have  had  a  falling-out.  When  John 
openly  questioned  Bruce's  manage- 
ment last  fall,  Bruce  demoted  him  from 
vice  president  to  "subcontractor." 

Far  from  being  squelched  by  the  reg- 
ulators, Hawthorn's  idea  is  spreading. 
There  are  at  least  five  copycat  outfits 
coasting  on  the  Christian  Brotherhood 
Newsletter's  regulatory  victories.  John 
Reinhold,  for  example,  is  a  Melbourne, 
Fla.  insurance-executive-turned-minis- 
ter and  former  Newsletter  agent. 

Reinhold  has  started  something 
called  Christian  Care  Medi-Share.  It 
claims  4,230  households  with  13,000 
members  sharing  $8  million  a  year. 
Reinhold's  monthly  fees  are  30% 
cheaper  than  Christian  Brotherhood's. 

Insurance  companies  and  state  reg- 
ulators are,  of  course,  outraged.  These 
outfits  are  siphoning  off  many  people 
who  are  excellent  risks.  They  also 
threaten  regulators'  efforts  to  socialize 
medicine. 

Unless  Hawthorn  can  find  a  way  to 
get  the  bills  paid  faster,  a  lot  of  his 
faithful  followers  are  going  to  be  dis- 
appointed. In  the  meantime,  Haw- 
thorn isn't  suffering.  The  faithful  con- 
tinue feathering  his  family  nest.  Hi 
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INTRODUCING  SKYWORD  PLUS. 
NOW  EVEN  WHEN  YOU'RE  OUT  OF  RANGE, 
YOU'RE  NEVER  OUT  OF  TOUCH. 


Introducing  Sky  Word®  Plus. 


The  first  nationwide  paging  service  that 
stores  your  messages  when  you  go  out  of  range  and  automatically  delivers 
them  when  you  get  back.  It's  also  an  incredible  value.  See  for  yourself: 


Features 

SkyWoro  Pius 

Guaranteed  Delivery 

/ 

Nationwide  Store  and  Deliver 

/ 

Protection  Against  Garbled  Messages 

/ 

Internet  Messaging 

/ 

600  1 0-Character  Messages 

/ 

Monthly  (ost 

$24.95 

1  1   1  .  8  0  0  -  7  9  8  -  6  8  2  2 


visit   w  w  w  .  s  k  y  t  el.com 


Sky  Tel  features  advanced  messaging  pagers  by  Motorola 
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Don't  headhunt  without  a  guide 


BY  JOHN  RUTLEDGE 


John  Rutledge  is  an 
economist  and  chair- 
man of  Rutledge  &  Co., 
a  merchant  bank  in 
Greenwich,  Conn. 
rutledgeco@aol  com 


In  my  July  28  column,  I  described  the 
lessons  I  had  learned  recendy  while  serving  as 
a  chief  executive  temp  at  a  company  my  firm 
owns.  My  job  was  to  walk  around  the  compa- 
ny with  a  look  of  confidence  on  my  face,  utter 
maxims  about  the  corporate  mission  and  cheer 
on  the  people  who  were  doing  the  real  work. 

After  I  had  spent  two  months  in  the  corner 
office,  the  managers  and  I  agreed  wholeheart- 
edly on  one  thing:  The  sooner  I  hand  over  the 
keys  and  go  back  to  my  day  job  as  chairman  of 
the  board  the  better  for  everybody.  So  while 
the  present  managers  have  been  fixing  prob- 
lems, I  have  been  hiring  executives. 

Hiring  the  people  to  lead  and  manage  a 
company  is  the  second  most  important  thing 
an  owner  ever  gets  to  do.  (The  first  is  estab- 
lishing the  principles  the  people  in  the  compa- 
ny will  live  by. )  Hiring  chief  executives  is  like 
getting  married;  if  you  do  it  right,  you  don't 
have  to  do  it  often. 

Picking  a  wife  may  be  fun,  but  picking  a 
chief  executive  is  hard  work.  However,  getting 
this  one  decision  right  can  make  all  the  others 
easier  for  the  next  five  to  ten  years.  Getting  it 
wrong  can  be  a  disaster. 

Hiring  chief  executives  is  like 
getting  married;  if  you  do  it  right, 
you  don't  have  to  do  it  often. 


Here  are  a  few  of  the  things  I  think  about 
when  hiring  a  senior  executive: 

Every  business  owner  I  know  starts  out 
thinking  he  can  do  it  himself  and  save  the 
headhunter's  fee.  This  is  bad  thinking.  Your 
objective  is  to  find,  screen  and  hire  exception- 
al people  as  fast  as  possible.  A  good  head- 
hunter  can  complete  the  job  in  half  the  time. 

Pick  a  headhunter  based  upon  who  will 
specifically  handle  your  search,  not  on  the 
name  of  the  firm.  Interview  hunters  as  thor- 
oughly as  you  would  interview  a  candidate  for 
the  job.  Spend  the  time  it  takes  for  the  head- 
hunter  to  learn  what  you  want. 

Write  job  specifications  for  the  position: 
What  experience?  How  long?  Which  indus- 
tries? What  management  style?  It  is  tempting 
to  deviate  n  >m  your  needs  and  pick  a  person 
just  because  i  m  like  him.  Don't. 


In  situations  where  the  investors  are  espe- 
cially risk-averse,  or  where  the  company  may 
be  facing  excessive  risk,  it  may  be  appropriate 
to  lower  your  manager  risk.  You  can  do  so  by 
restricting  your  search  to  people  who  have 
managed  similar  businesses  or  larger  business- 
es before,  i.e.,  who  have  already  learned  to 
shave  on  somebody  else's  beard.  In  other  situ- 
ations, where  the  investor  risk  is  low,  it  may  be 
appropriate  to  take  more  manager  risk  with  a 
younger  or  more  aggressive  person. 

Ask  the  old  dogs.  You  can  reduce  your  risk 
of  making  a  bad  choice  by  asking  people  who 
have  been  chief  executives  of  big  companies 
for  a  long  time  for  their  advice.  I  have  been 
blessed  with  more  than  a  dozen  such  friends;  I 
keep  them  on  my  speed  dial. 

Hire  to  fit  your  vision  of  the  company.  First, 
you  have  to  have  one.  Do  you  want  the  com- 
pany to  be  a  low-cost  commodity  producer  or 
a  high-service  branded  company?  Do  you  plan 
to  grow  or  manage  to  maximize  current  cash 
flow?  What  are  the  big  events  in  the  company's 
future:  acquisitions,  internal  growth,  public 
offerings?  Do  you  plan  to  change  the  compa- 
ny's focus?  It  is  important  that  the  owner's 
vision  for  the  company  be  clear  to  the  execu- 
tives being  recruited.  Probe  hard  to  make  sure 
the  executives  you  are  hiring  personally  share 
your  vision.  Conflicting  missions  at  the  top  can 
kill  a  good  company. 

Take  time  to  arrange  for  the  best  candidates 
to  spend  time  with  the  people  with  whom 
they  are  going  to  be  working. 

Hire  for  where  you  are  going,  not  for 
where  you  have  been.  It  takes  more  talent, 
and  more  energy,  to  grow  or  change  a  compa- 
ny than  to  run  one.  I  wanted  to  hire  a  team 
that  could  run  a  $300  million  company  today; 
that  could  create  a  billion-dollar  company  in 
five  to  seven  years.  That  means  we  wanted  to 
hire  a  billion-dollar  management  team  today. 

Hire  backups  for  key  people.  Bench 
strength  is  one  of  the  key  weaknesses  of  small 
to  midsize  companies.  I  like  to  have  a  superb 
manager  who  is  confident  enough  in  his  own 
abilities  to  want  a  person  working  for  him 
who  could  step  into  his  job.  People  do  break 
their  legs  skiing;  planes  do  crash. 

So  how  did  I  do  in  replacing  myself?  Great. 
We  recruited  two  terrifically  talented  man- 
agers in  just  over  two  months.  They  have 
already  asked  me  when  I  will  be  leaving  the 
building.  I  guess  I  hired  the  right  guys.  H 
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Introducing 


Guaranteed  Emergency  Service 


Service  Dimension 
In  LTL  Transportation 

Exclusive  Service.  .  .The  fastest  nonstop  routing  direct  to  your  customer's  door,  exclusive  use  of  a 
Roadway  trailer,  one  of  the  largest  expedited  fleets  available,  and  a  dedicated  critical  shipment  coordinator. 

Priority  Service.  .  .Expedited  service  through  our  network  for  on-time  delivery  every  time. 

Each  service  level  is  backed  by  a  1 00%  on-time  delivery  guarantee. 

ROADWAY 

express 


Q 


Call  your  local  service  center     "I      SiS^Si     ^^ll    CjS^flll  wwwroadway.com 

today  or  Roadway  toll-free  at...  JL  —  CJC5tj  — *J \J \J  —  ^       \J \J  rexmail@roadway.com 


WETA 

WASHINGTON,  O.C. 


See  Divided  Highways,  a  film  produced  by  Florentine  Films/Hott  Productions  and  WETA,  Washington,  D.C 
Wednesday,  Oct.  22,  1997  @  9:00  pm  on  PBS.  Sponsored  by  the  employees  of  Roadway  Express 

ioadway  Express,  Inc  All  Rights  Reserved 


Printed  in  U.S.A. 


A  law  a:  I  led  at  relieving  poverty 
on  Indian  reservations  makes  a  handful  of  people- 
some  with  one-sixteenth  part  Indian  blood- 
very,  very  rich. 

The  new  buffalo 
but  who  got 
the  meat? 


By  William  G.  Flanagan  with  James  Samuelson 


It  was  a  softheaded  idea  from  the 
start.  Hoping  to  appease  a  poor  and 
politically  embarrassing  minority  and 
their  liberal  allies,  Congress  in  1988 
set  parameters  allowing  American 
Indians  to  run  casinos.  Gambling 
would  be  the  "new  buffalo"  for 
impoverished  tribes. 

As  it  turns  out,  real  American  Indi- 
ans have  bagged  little  of  the  herd. 
Almost  a  decade  after  the  Indian 
Gaming  Regulatory  Act  was  passed, 
most  poor  Indians  are  still  poor,  while 
a  handful  of  people  have  become  rich. 
One,  a  retired  welder  and  pipefitter 
named  Richard  (Skip)  Hayward,  hauls 
in  more  than  $1  million  a  year  in 
salary  and  sits  atop  a  multimillion- 
dollar  hoard  owned  by  the  tiny 
Pequot  tribe,  which  is  not  required  to 
file  public  financial  statements. 

A  South  African  centimillionaire 
named  Sol  Kerzner  has  used  the  law 
to  augment  his  already  huge  fortune. 
Except  for  a  few  hundred  people, 
many  of  whom  boast  only  a  trace  of 
Indian  blood,  most  American  Indians 
haven't  gained  a  penny. 

The  once -bellicose  Pequot  tribe  of 
Connecticut  was  virtually  wiped  out 
by  English  colonists  and  other  tribes 
in  1637.  In  the  early  1970s  there 
were  just  two  tribe  members  still 
living  on  a  200-acre  reser  \  n  in  the 
southeastern  corner  of  the  state. 


Today  the  reservation  houses  approx- 
imately 450  members,  many  of  whom 
are  only  marginally  Pequot.  They  own 
and  operate  Foxwoods,  the  largest 
and  most  profitable  casino  in  the 
Western  world. 

Meanwhile  out  West,  where  most 
American  Indians  dwell,  big  tribes  like 
the  Navajos  continue  to  live  in 
squalor.  The  Navajo  reservation  of  17 
million  sparse  acres  in  Arizona,  New 
Mexico  and  Utah,  which  is  larger  than 
West  Virginia,  is  home  to  about 
200,000  tribe  members.  They  are 
among  the  poorest  people  in  the  U.S.: 
73%  of  them  make  less  than  S9,000  a 
year  and  unemployment  runs  around 
50%.  There  is  not  a  single  casino  oper- 
ating on  or  planned  for  their  lands. 

Location,  location,  location.  Fox- 
woods  is  situated  near  formerly  bucol- 
ic North  Stonington,  Conn.,  within 
2Yi  hours  of  10%  of  the  U.S.  popula- 
tion. Barely  five  years  old,  the  casino 
grosses  over  S 1  billion  annually.  That's 
about  $2  million  per  partial  Pequot. 

You  may  wonder  how  two  single, 
lonely  and  aging  Pequot  women  mul- 
tiplied to  more  than  400  Pequots  in 
just  25  years.  Answer:  It  takes  barely  a 
thimbleful  of  tribal  blood  to  quality 
for  your  piece  of  the  action. 

To  qualify  for  a  spot  on  the  Pequot 
reservation,  you  once  had  to  prove 
that  you  were  at  least  one-sixteenth 


Pequot.  Which  would  mean,  say,  that 
you  had  a  great-great-grandparent 
who  was  a  recognized  Pequot.  Last 
year  the  tribe  loosened  qualifications. 
All  you  need  to  do  is  follow  lineage 
back  to  a  Pequot  listed  in  a  1900  or  a 
1910  census,  and  then  be  accepted  in 
a  vote  by  current  tribal  members. 

The  tribe  get  lots  of  calls — as  many 
as  50  a  month — from  would-be 
Mashantucket  Pequots.  Some  can't 
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even  pronounce  the  name. 

If  you  qualify,  you  get  housing 
assistance  on  the  greatly  expanded 
reservation,  training  and  employment, 
free  medical,  child  and  elder  care, 
education  through  graduate  school, 
part  ownership  of  the  casino  and 
other  tribal  businesses,  as  well  as 
annual  cash  incentives. 

The  money  comes  from  the 
approximately  400,000  gamblers  who 


stream  dirough  Foxwoods  each  week. 
Besides  constantly  expanding  die  gar- 
gantuan casino  complex,  the  tribe  has 
been  buying  real  estate  and  hotels  in 
the  region  and  starting  all  kinds  of 
businesses,  from  pharmaceutical  dis- 
tribution to  ferry  manufacture. 

The  bureaucrats  in  the  state  capital 
at  Hartford  love  it.  Connecticut  col- 
lects about  $200  million  a  year  from 
Foxwoods  and  nearby  Mohegan  Sun. 


More  money  for  the  pols  to  spend 
without  raising  taxes. 

The  man  who  figured  out  how  to 
cash  in  on  the  1988  law  was  Richard 
Hayward,  whose  grandmother  was 
one  of  the  last,  lone  Pequots  living  on 
the  reservation.  The  state  had  planned 
to  turn  the  reservation  into  a  park 
once  she  moved  or  died,  which  out- 
raged Hayward,  the  welder  who  had 
worked  at  the  Electric  Boat  plant  in 
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Foxwoods'  owners  are  building  a  museum 
financed  by  tax-free  bonds 

Churchlike,  compared  to  Atlantic  City  and  Las  Vegas, 
but  much  more  profitable. 


o 

Day-feipping 
to  Foxwoods 

Driving  along  busy 
Route  2,  you  know  you 
are  getting  closer  to  Fox- 
woods  by  the  prolifera- 
tion of  Century  21  for 
sale  signs  that  front  many 
homes  and  old  farms 
along  the  road 
near  the  complex.  If  you 
want  peace  and  quiet, 
you  don't  want  to  face 
Route  2. 

The  hotel/casino  (see 
photo)  suddenly  screams 
into  view.  Native  Ameri- 
can culture?  It  looks  like 
it  would  be  more  at  home 
on  the  beach  in  Cancun 
than  looming  over  the 
Connecticut  woodlands. 
A  carpet  of  parking  lots 
surrounds  the  complex 
and  the  nearby  grounds, 
accommodating  more 
than  12,000  cars  and  a 
few  hundred  buses. 

Inside  the  casino  build- 
ing there  are  some  Indian 
touches,  but  the  place 


isn't  decorated  like  a 
longhouse,  as  is  Mohegan 
Sun.  The  massive  head 
sculptures  of  old  chiefs 
recall  Pontiac  emblems. 
The  waitresses,  all  clad 
like  Pocahontas,  have 
feathers  in  their  hair.  But 
it's  the  slots,  not  the 
hokum,  that  pull  the 
crowds.  This  New  En- 


gland clientele  love  the 
slots.  They  suit  the  inde- 
pendent Yankee  personali- 
ty, providing  privacy — and 
the  illusion  of  control. 
The  slot-pullers  face  the 
machines  with  the  deter- 
mination of  Maine  lob- 
stermen  in  winter,  braving 
the  sea  of  chance. 
It's  a  neat  40s-to-60s 


crowd,  better  mannered 
and  better  dressed  than 
the  Vegas  set.  There  are 
no  gold  chains  in  sight 
and  no  glitzy  women, 
either.  There  aren't  even 
any  show  girls — Barry 
Manilow  is  headlining. 
You  won't  see  celebrities 
playing  baccarat  behind 
velvet  ropes,  and  there 
are  no  crowds  oohing  and 
aahing  as  high  rollers  let 
thousands  ride  on  a  dice 
roll.  And  the  5,000  slot 
machines  are  constantly 
occupied.  The  higher- 
stakes  table  games,  such 
as  Caribbean  poker, 
are  largely  played  by 
Asians. 

Most  high  rollers  prefer 
Atlantic  City  and  Las 
Vegas,  where  they  are 
comped  to  death  and 
have  more  diversions. 
Foxwoods  is  churchlike  in 
comparison  to,  say, 
Atlantic  City's  Taj  Mahal 
or  Las  Vegas'  MGM  Grand. 
But  Foxwoods  rakes  in 
more  than  either  of 
them — and  is  growing. 

-W.G.F.  m 


Groton. 

He  fought  the  state's  plan  and  per- 
suaded anyone  he  could  find  with 
Pequot  blood  in  his  veins  to  take  up 
residence  on  the  reservation.  Armed 
with  a  $900,000  grant  from  the  fed- 
eral government,  he  bought  land  to 
expand  the  reservation  and  purchased 
used  mobile  homes  and  single-family 
residences.  He  then  started  a  few 
small  businesses — selling  sand  and 
gravel,  hydroponic  vegetables  and 
maple  syrup.  It  was  touch-and-go 
until  1986,  when  the  tribe  opened  a 
high-stakes  bingo  parlor,  and  the 
hordes  started  coming. 

In  1988  the  Great  White  Father  in 
Washington  came  through  with  the 
Indian  Gaming  Regulatory  Act. 
Pushed  by  western  Democrats  with 
large  Indian  populations  back  home, 
the  new  law  permitted  recognized 
tribes  in  almost  all  states  to  negotiate 


terms  for  offering  gambling 

Indians  from  Washington  to  Flori- 
da opened  small  casinos,  but  Hayward 
thought  large.  Using  $60  million  bor- 
rowed from  a  Malaysian  company, 
Genting  BHD,  the  tribe  expanded  the 
bingo  parlor  into  a  gambling  oasis  and 
has  been  at  it  ever  since. 

Hayward  and  his  advisers  handled 
the  deal  shrewdly.  The  federal  act 
requires  recognized  tribes  that  want 
to  offer  gambling  to  work  out  com- 
pacts with  state  governments.  Hay- 
ward and  the  tribe  cut  a  deal  to  turn 
over  25%  of  the  annual  slot  machine 
take — an  estimated  65%  of  Foxwoods' 
total  take — an  offer  then-governor 
Lowell  Weicker  Jr.  couldn't  refuse.  It 
looked  like  a  good  deal  for  the  state, 
since  casinos  in  Atlantic  City  pay  only 
8%  of  their  total  take  to  the  state  of 
New  Jersey,  and  in  Nevada  it's  6.2%. 

Hayward  knew  what  he  was  doing: 


His  casino,  unlike  those  in  Atlantic 
City  and  Vegas,  is  exempt  from  local 
realty  and  federal  income  taxes — as  is 
the  tribal  government.  It  could  be 
generous  with  the  state  and  still  have 
a  cost  advantage. 

What's  sauce  for  the  Pequots  is 
sauce  for  the  Mohegans.  The  Mohe- 
gan tribe  (pop.  1,200),  old  enemies  of 
the  Pequots  and  almost  as  scarce,  last 
year  opened  a  rival  casino  in  the  area. 
Mohegan  Sun  is  already  the  third- 
largest  casino  in  the  country.  The 
property  is  managed  by  Trading  Cove 
Associates,  which  is  half-owned  by 
Sun  International,  which  in  turn  is 
owned  by  the  South  African  Kerzner. 
Other  nearly  extinct  tribes  in  the 
region  would  also  like  to  follow  in  the 
moccasins  of  the  Pequots  and  the 
Mohegans  and  build  casinos. 

And,  the  smell  of  money  in  the 
pockets  of  some  55,000  daily  visitors 


150 


Forbes  ■  September  8,  1997 


Lee  Yellowhair  sits  outside  a  storage  shed 
near  his  home  in  Arizona 
The  Great  White  Father's  "new  buf- 
falo" hasn't  helped  200,000  Navajos. 


being  as  powerful  as  it  is,  not  just 
gambling  casinos.  A  huge  amusement 
park,  perhaps?  Time  Warner  hasn't 
missed  the  Foxwoods  magnet,  and 
has  been  nosing  around  for  a  site  for 
a  Six  Flags  theme  park. 

A  pro  football  stadium?  The  New 
England  Patriots  need  a  new  home.  It 
was  suggested  the  Pequots  build  it. 
The  tribe  will  neither  confirm  nor 
deny  that  rumor. 

Each  new  announcement  makes 
local  residents  wince.  Traffic  is  already 
a  mess.  The  only  way  to  get  to  Fox- 
woods  is  by  car  or  bus.  Roads  are 
jammed  on  weekends.  There  are  even 
tie-ups  in  Orient  Point,  N.Y.,  clear 
across  Long  Island  Sound,  where  fer- 
ries shuttle  gamblers  to  the  tables. 


Some  smart  folks  out  West  are 
trying  to  figure  out  how  to  cash  in  on 
this  lucrative  honeypot  Congress  has 
handed  them.  Laws  prohibit  U.S. 
companies  from  offering  gambling 
over  the  Net,  but  the  Coeur  d'Alene 
tribe  in  Idaho  recendy  started  a  Web 
site  (www.uslottery.com)  offering 
scratch  tickets,  blackjack  and  lotto 
games.  Payment  is  by  credit  card. 

Court  batdes  loom,  but  some  legal 
experts  believe  the  Indian  Gaming 
Regulatory  Act  offers  loopholes  for 
the  1,490-member  Coeur  d'Alene 
tribe.  "It  does  appear  that  a 
tribe  .  .  .  can  accept  wagers  by  tele- 
phone and  computer  from  people  in 
states  with  state  lotteries,"  said 
I.  Nelson  Rose,  a  professor  at  Whitti- 
er  Law  School  in  California  and  an 
expert  on  gambling  law. 

All  this  because  Congress  allegedly 
wanted  to  alleviate  poverty.  Talk 
about  unforeseen  consequences.  B 


New  blood 

The  Pequot  isn't  the 
only  tribe  looking  for 
new  recruits.  There  are 
554  federally  recog- 
nized Native  American 
tribes,  some  of  which 
are  easing  membership 
requirements.  One 
federal  study  cited  by 


the  Associated  Press 
estimates  that  the  per- 
centage of  Indians 
who  are  full-blooded 
will  fall  from  60%  in 
1980  to  34%  in  2000. 
The  Cherokee  Nation, 
for  example,  has  no 
specific  blood  require- 
ment, and  has  more 


than  doubled  its 
membership,  to  over 
180,000,  since  1987. 
Being  Indian  is  fash- 
ionable—especially 
since  it  gives  preferen- 
tial minority  status  for 
education,  employ- 
ment, etc. 

-W.G.F.  ■ 
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Gold 

Amer 

Eagle 


Because  it  has  historically  moved  in 
the  opposite  direction  of  stocks  and 
bonds,  gold  is  a  vital  asset  to  hold  in  con- 
junction with  paper  investments  in  order 
to  reduce  risk  and  volatility. 

In  the  U.S.,  more  investors  choose 
the  American  Eagle  gold  bullion  coin 
than  any  other  bullion  coin  in  the  world. 
American  Eagles  are  the  only  bullion 
coins  backed  by  the  U.S.  Government  for 
weight  and  content.  Guaranteed. 

Blanchard  and  Company  is  one  of 
America's  largest  and  most  respected 
precious  metals  dealers.  We  sell 
American  Eagles  at  just  1%  above  our 
cost.  Call  1  800  880  4653  to  order. 

1-800880-4653 

Please  Ask  For  Extension  700 


Laucala  Island. 


Vacation  in  a  private  paradise,  as  tropical  and  secluded 
as  any  undiscovered  island  Visit  Laucala,  a  Forbes 
Magazine  South  Pacific  Property  in  the  Fiji  Isles. 

This  pristine  paradise  offers  the  world's  finest 
scuba  diving  and  snorkeling.  Windsurf.  Sail. 
Play  tennis.  Waterski.  Go  deep-sea  fishing  on 
board  the  island's  private  fishing  boat.  Relax  by 
the  pool.  Do  it  all.  Or  do  nothing  at  all. 

Laucala  is  the  ultimate  vacation  experience  — 
the  finest  amenities  without  the  fonnalities.  All 
this  for  just  $2,495  pp  for  8  days  and  7  nights 
(plus  Fiji  tax).  And  that  includes  everything.  With 
its  own  private  runway  and  daily  scheduled  com- 
mercial flight,  Laucala  is  the  perfect  getaway. 

For  more  information, 
call  1-800-F0RBES-5. 


FORBES 

MAGAZINE'S 
FIJI  ISLAND 


As  a  cor  >equence  of  a  politically  correct  gesture 
by  Bill  Clinton,  investors  have  been  suckered 
out  ol  nearly  a  half-billion  dollars. 

Sue  the  White  House? 


By  Matthew  Schifrin  with  Stephen  S.  Johnson 


.  - 


It  was  1993:  Interest 
rates  were  falling,  high-rate  bonds 
were  being  redeemed  by  issuers  and 
there  was  a  dearth  of  high-yield 
munis.  Yet  municipal  bond  funds 
were  flush  with  investor  money. 
Where  were  the  funds  going  to  get 
the  bonds  they  needed? 


Unknowingly,  the  Clin- 
ton Administration  rode 
to  the  rescue  of  Wall  Street.  It 
ordered  all  federal  agencies  to  buy 
only  printing  and  writing  paper  with 
at  least  30%  recycled  content.  Dead- 
line: the  end  of  1998.  As  with  most 
government  actions,  there  was  a  rich 
dish  of  pork  accompanying  this  recy- 


cling edict.  Anyone  who  built  mills 
to  produce  recycled  paper  could 
finance  with  bonds  exempt  from  fed- 
eral income  taxes. 
Wall  Street  rushed  to  lap  up  the 
bonds.  Brokers  like  Kidder,  Peabody, 
PaineWebber,  Lehman  Brothers  and 
Donaldson,    Lufkin    &  Jenrette 
teamed  with  developers  and  equip- 
ment manufacturers  and  fanned  out 
into  the  boonies.  There  they  talked 
with  local  politicians:  Why  not 
build  a  pulp  recycling  mill  in  your 
fine  community? 

What  was  in  it  for  the  brokers, 
of  course,  were  the  underwriting 
fees  on  a  billion  dollars'  worth 
of  bonds — -which  would  be 
very  easy  to  sell,  given  the 
hunger  among  mutual  funds 
for  high-coupon  munis. 
"Resource  recovery  was 
a  very  cool  thing,  very 
politically  correct,"  says 
J.T.  Atkins,  bond  work- 
out     specialist  at 
Oppenheimer  &  Co. 

By  1994  there 
were  more  than  20 
mills  on  the  drawing 
boards.  Combined, 
they  would  treble — 
to  3  million  metric 
tons — U.S.  pro- 
_j  duction  of  pulp 
made  from  used 
paper.  Jaakko 
Poyry,  a  prominent  Finnish  forest 
products  engineering  firm,  did  many 
of  the  feasibility  studies.  The  engi- 
neers predicted  that  there  would  be 
plenty  of  demand  for  the  pulp  and  at 
high  prices. 

In  1994  and  1995  a  billion  dollars' 
worth  of  muni  bonds  were  issued  to 
build  mills  to  turn  out  de-inked, 
recycled  pulp,  the  bonds  carrying 
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Remember  When  The  Challenge  Was 
Getting  From  Point  A  To  Point  B? 

Many  multinational  companies  are  now  based  in  the  same 
place:  the  entire  world.  And  a  high  percentage  of  them  are 
Ernst&Young  clients.  Because  in  everything  from  information 
technology  to  tax  consulting,  we  offer  the  advantage  of  a  sin- 
gle point  of  contact  coupled  with  thorough  local  knowledge 
and  implementation  capabilities. 

As  part  of  a  worldwide  organization  that  has  72,000  peo- 
ple in  134  countries,  we  can  make  doing  business  anywhere 
as  easy  as  71. 

There  Isn't  A  Business  We  Can't  Improve  m 

=H  Ernst  &Young 


De-in?  :4  disasters 


MillA 

Issue  date 

Amount 

Coupon 

t°L\ 

Mill  status 

/nnorotinir  0,/ \ 
lUpcldllllg  10) 

Bond  status 

Lead  underwriter 

• 

American  Fiber  Resource/Marion  County,  W  Va 

uec  iyyo 

73/  Ql/O/ 

closed 

sola 

Kidder,  Peabody 

Mass3chusetts  Recycling  Associates/Fitchburg,  Mass 

Aug  1994 

192 

8-12 

closed 

default 

:  Kidder,  Peabody 

Great  Lakes  Pulp  &  Fibre/Menominee,  Mich 

Dec  1994 

181 

10/4 

70% 

default 

PaineWebber 

Hagerstown  Fiber/Hagerstown,  Md 

Sept  1994 

160 

j  9 

closed 

default 

Lehman  Brothers 

Ponderosa  Fibres/Northampton  County,  Pa 

Mar  1995 

152 

9K-10H 

50 

pending  default 

Lazard  Freres 

Blue  Water  Fiber/Port  Huron,  Mich 

Apr  1994 

76 

!  8 

80 

pending  default 

DLJ 

Virgin  Pulp  SubstituteVAuburn,  Me 

1994 

65 

NA 

closed 

default 

!  AT&T  Capital 

'Privately  financed  by  AT&T  Capital  and  banks.  NA:  Not  applicable. 

Sources:  Offering  statements;  mill  officials;  the  city  of  Auburn,  Me.;  Oppenheimer  &  Co. 


After  President  Clinton  ordered  federal  agencies  to  buy  recycled  paper,  the  rush  to  build  de-inked  pulp  mills 
financed  with  tax-exempt  bonds  was  on.  Today,  most  of  the  mills  lay  idle  waiting  for  de-inked  pulp  demand  to  recover. 
It's  been  a  costly  lesson  for  bondholders  who'll  be  lucky  to  get  half  of  their  principal  back. 


Pulp  friction 


Sources:  Salomon  Brothers;  Pulp  &  Paper  Week. 


De-inked  pulp  made  from  recycled 
paper  was  all  the  rage  until  prices  for 
better-quality  virgin  pulp  took  a  deep 
cyclical  drop.  As  the  fad  fizzled,  so  did 
de-inked's  premium  price. 


coupons  as  high  as  12% — free  of  fed- 
eral income  taxes. 

High-yield,  tax-exempt  bond 
funds  including  Colonial  Tax- 
Exempt  Fund,  Putnam  Tax-Free 
High  Yield  Fund,  ids  High  Yield 
Tax-Exempt  Fund  and  Vanguard's 
Municipal  High -Yield  Fund  bought 
many  of  the  bonds. 

Smith  Barney  purchased  at  least 
$150  million  worth  for  funds  it  man- 
ages, including  two  higher-quality 
funds  run  by  veteran  fund  manager 
Joseph  Deane.  By  placing  the  bonds 


in  Greenwich  Street  Municipal  Fund 
and  Smith  Barney  Managed  Munici- 
pals Fund,  Deane  was  able  to  boost 
his  returns  in  1995  and  1996,  help- 
ing him  to  win  Morningstar's  Fixed 
Income  Manager  of  the  Year  award 
last  year. 

But  disaster  was  brewing.  All  this 
was  happening  when  paper  prices 
were  rising  toward  cyclical  highs, 
ordinary  pulp  selling  for  close  to 
$1,000  a  ton  in  late  1995.  Guess 
what?  With  prices  this  high,  a  huge 
amount  of  new  supply  poured  into 
the  market.  Indonesian  companies 
began  flooding  the  market  with  low- 
cost  pulp,  and  before  long  big  paper 
companies  like  Georgia-Pacific  cut 
prices  on  pulp.  Even  before  many  of 
the  new  recycling  mills  had  opened 
their  doors,  prices  for  pulp  had 
dropped  50%,  to  less  than  $500  a 
ton  (see  chart). 

With  their  high  fixed  costs,  de- 
inked  pulp  mills  couldn't  compete. 
They  were  charging  around  $800  a 
ton  for  inferior,  gray  or  speckled 
pulp,  as  much  as  30%  more  than  the 
going  price  for  the  better  pulp.  "Why 
pay  a  premium  for  a  Ford  Escort 
when  you  can  buy  a  Cadillac?"  com- 
ments Salomon  Brothers  paper  ana- 
lyst C.A.  (Chip)  Dillon  III. 

Most  businesses  apparendy  felt  the 
same  way,  and  the  de-inked  fad 
quickly  fizzled.  Yes,  federal  agencies 
had  to  continue  buying  the  over- 
priced recycled  stuff,  but  they  were 
spending  taxpayer  money,  so  who 


cared?  But  federal  agencies  account 
for  less  than  5%  of  office  paper 
buying;  even  these  agencies  were  lax 
about  obeying  the  executive  order. 

By  last  year  the  recycled  stuff  was 
selling  for  less  than  virgin  pulp — and 
way  below  the  mills1  break-even 
price.  Many  of  the  new  mills  are  idle. 
Interest  payments  on  most  of  the  $1 
billion  in  bonds  have  been  suspend- 

De-inked  pulp  was  going 
for  around  $800  a  ton, 
30%  more  than  the  price 
for  better  pulp.  "Why  pay 
a  premium  for  a  Ford 
Escort  when  you  can  buy 
a  Cadillac?" 


ed  as  the  mills  try  to  renegotiate 
their  debt  or  find  buyers  (see  table). 

One  mill  in  Marion  County, 
W.  Va.  that  cost  $210  million  to 
complete  recently  was  sold,  and 
returned  bondholders  52  cents  on 
the  dollar.  Other  bondholders 
shouldn't  expect  much  more.  Fund 
manager  Joseph  Deane  probably 
won't  win  the  Morningstar  award 
this  year.  His  Smith  Barney  Managed 
Municipals  and  Greenwich  Street 
Municipal  funds  returned  2.56%  and 
-0.15%  respectively  through  June  30, 
versus  3.21%  for  the  Lehman  Broth- 
ers Municipal  Bond  Index.  ■§ 
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People  who  know  life   insurance  are  well  acquainted  with 


Northwestern    Mutual    Life.    It's    the    company    that  has 


always  received  the  highest  possible  ratings  for  financial 


Is  It  More  Than  Who  You  Know! 


strength  and  security  from  Standard  &  Poor's,  Moody's,  A.M. 


Best  and  Duff  &  Phelps.   So  if  you  don't  know  an  agent 


from    the    Quiet    Company,    talk    to    someone    who  does. 


Have  you  heard  from  The  ^  ^  LI  i  ^"  L  C 

Northwestern 
Mutual  Life8 


ompany : 


mkcci  fbcoiuin  www.NcirthwesternMutuaI.com/buiiness 


Credit  the  appeal  of  the  California  lifestyle. 
Beach  volleyball  has  become  a  pro  sport. 

Have  sand, 
will  travel 


By  Christine  Foster 


Karch  Kiraly 
Grossing  $1  million 
by  playing 
on  the  beach. 


VVn'H  THREE  Olympic  gold  medals — 
the  most  recent  won  last  summer  in 
beach  volleyball — Karch  Kiraly  is  the 
most  visible  star  of  the  162 -man 
Association  of  Volleyball  Profession- 
als league. 

Pro  volleyball?  That  California 
beach  game?  Don't  sneer.  The 
bronzed,  ripple-muscled  Kiraly,  36, 
grossed  $1  million  for  his  sweaty 
efforts  last  year,  half  from  prize 
money,  half  from  endorsements  of 
such  products  as  Speedo  sportswear, 
FreeStyle  Watches  and  Coppertone 
suntan  lotions. 

Two  decades  ago  the  big  prize  for 
the  pickup  matches  on  the  beaches  of 
Santa  Monica  and  Hermosa  Beach, 
Calif,  was  a  case  of  beer.  This  year  the 
pro  beach  volleyball  national  tour 
played  to  250,000  fans  (paying  up  to 
$35  a  ticket)  in  24  cities  during  its 
March-through-August  season  in 
places  like  Dallas,  Las  Vegas,  Phoenix 
and  Indianapolis.  Beach  volleyball  in 
beachless  Indianapolis?  No  problem. 
The  league  trucks  in  1,400  tons  of 
sand  for  the  matches,  along  with 
portable  bleachers. 

Though  gate  receipts  will  hit  only 
$1.75  million  this  year,  sponsorships 
will  add  an  estimated  $8  million. 
Advertisers  like  Miller  Lite,  Irish 
Spring  soap  and  Kodak  buy  sponsor- 
ships because  the  sport  attracts  the 
coveted  free-spending  18-to-34-year- 
old  crowd  everywhere.  "The  Califor- 
nia lifestyle  is  a  product  that  is 
exported  all  over  the  world,"  explains 
Jerry  Solomon,  the  Association  of 
Volleyball  Professionals'  chief  execu- 
tive. "Beach  volleyball  is  part  of 
that." 

Last  year  beach  volleyball  finally 
became  an  official  Olympic  sport. 
That  elevated  status  prompted  eight 
new  sponsors — including  Honda  and 
Sam  Goody  among  others — to  jump 
on  board,  with  advertising  commit- 
ments totaling  in  the  half-million- 
dollar  range. 

Now  there's  the  Women's  Profes- 
sional Volleyball  Association,  which 
runs  a  13-event  tour  that  has  attract- 
ed 149  players  so  far  this  year.  An 
international  2-man  men's  tour  is  run 
by  the  International  Volleyball  Fed- 
eration. Bud  Light  sponsors  a  32- 
player/4-person  circuit. 

Spike!  WM 
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usinesses  seeking  golden  opportunities 
are  mining  their  fortunes  in  the  Silver 
State  —  Nevada  —  the  fastest-growing  state  in 
the  nation.  Nevada  continues  to  lead  in  job 
creation,  revenue  generation,  business  attrac- 
tion and  retention,  and  it  annually  is  ranked  as 
one  of  the  best  states,  with  the  brightest  job 
outlook,  a  dynamic  entrepreneurial  climate  and 
the  healthiest  economy. 

Business  owners  in  search  of  a  better  lifestyle 
and  a  more  productive  place  to  run  a  company 
have  always  been  drawn  to  Nevada.  Its  business 
climate  is  geared  for  success,  and  officials  from 
the  governor  and  legislature  to  local  boards  and 
commissions  are  committed  to  keeping  the  state 
and  its  cities  business-friendly. 

"Nevada's  tax  structure  is  designed  to  boost 
bottom-line  performance,"  says  Governor  Bob 
Miller.  "We  want  businesses  to  invest  in  our 
state  and  our  communities  and  to  expand 
operations.  In  short,  we  want  to  see  their 
earnings  used  for  productive  purposes  that  will 
stimulate  the  economy,  not 
expand  government.  We  know 
that  successful  businesses  —  not 
bureaucracies  —  are  the  architects 
of  a  healthy  economy." 

Nevada  champions  the  pioneer 
spirit  in  business.  In  fact,  Nevada's 
entrepreneurial  climate  is  ranked 
tops  in  the  U.S.  The  states  nurtur- 
ing environment  continues  to 
attract  businesses  by  record  numbers 
and  new  residents  by  the  thousands. 


Golden 
Opportunities 
in  the 


By  Sydney  Sullivan  Knott 


Ronald  C. 
Cambre 

Chairman, 
President 
and  CEO 


NEWMONT  MINING 

CORPORATION 

AND 

NEWMONT  GOLD 
COMPANY 

evada  has  been  vital  to 
I  Newmont's  growth  since  we 
discovered  the  Carlin  Trend  in  the 
early  1960s.  Nevada  is  home  to  the 
core  of  our  operations,  accounting  for 
75%  of  our  gold  production  or  nearly 
three  million  ounces  this  year.  The 
state  provides  us  with  a  base  of  talented 
employees  from  which  to  draw  exper- 
tise as  we  expand  our  operations 
both  in  the  U.S.  and  abroad. 

Following  our  recent  merger  with 
Santa  Fe  Pacific  Gold  Corporation,  we 
now  employ  over  3,400  people  in  the 
state.  And,  as  we  focus  our  explo- 
ration efforts  on  the  two  million  acres 
we  now  hold  in  Nevada,  our  opera- 
tions in  the  state  will  expand  even 
more.  We  have  mined  in  the  state  for 
over  30  years  now,  and  will  continue 
to  do  so  for  years  to  come.  Nevada 
remains  central  to  Newmont  and  the 
gold  mining  industry  as  a  whole. 


Newmont 
Gold= 
Company 


According  to  state  reports,  an  aver- 
age of  6,000  people  per  month  are 
picking  up  stakes  and  putting  down 
roots  in  Nevada,  where  they  enjoy  a 
favorable  tax  structure,  excellent  job 
opportunities  in  diverse  industries, 
affordable  housing,  outstanding 
schools  and  universities  and  a  wide 
variety  of  indoor  and  outdoor  recre- 
ational facilities. 

Fortunately  for  the  thou- 
sands arriving  monthly,  jobs 
are  available.  In  fact,  since 
1994  Nevada  has  led  the 
nation  in  nonagricultural 
job  growth.  The  state  pro- 
vided 885,200  jobs  in  Apri 
1997,  an  increase  of 
55,900  jobs  since  last  April, 
according  to  the  Blue  Chip 
Job  Growth  Update,  pub- 
lished by  the  Economic 
Outlook  Center  at  Arizona 
State  University.  The 
6.74%  increase  was  the  best 
performance  among  the 
50  states. 

Today,  Nevada's 
economy  is 
booming  in 
tourism,  mining, 
manufacturing 
and  agricultural 
activities. 

"Helping  busi- 
nesses succeed 
here  is  our  prima- 
ry goal,"  says  Bob  Shriver,  executive 
director  for  the  Nevada  Commission 
on  Economic  Development  (NCED), 
the  organization  spearheading  the 
state's  efforts  to  attract  revenue-gener- 
ating, job-producing  businesses.  "The 
NCED,  in  cooperation  with  12  region- 
al development  authorities,  works  over- 
time to  promote  the  state  as  the  best 
place  to  do  business  in  the  nation,  and 
we  work  with  state  and  local  officials  to 
make  sure  our  promises  of  economic 
opportunity  are  fulfilled." 

In  1996,  the  NCED  attracted  108 
new  companies,  which  created  6,298 
jobs  for  Nevadans.  In  addition,  50 
companies  expanded  their  operations, 
bringing  still  more  jobs. 


Taxes  Aren't  Taxing 

Nevada's  low  tax  rates  result  in  a  lower 
overall  cost  of  living,  giving  employees 
extra  earning  power  from  wages  and 
salaries.  Residents,  businesses  and 
property  owners  don't  pay  any  of  a 
long  list  of  taxes,  including:  personal 
income  tax;  corporate  income  tax; 
franchise  tax  on  income;  unitary  tax; 
inventory  tax;  inheritance,  estate 


Governor  Bob  Miller 


and/or  gift  tax;  admission's  tax;  and 
chain-store  tax. 

Factor  in  very  reasonable  prop- 
erty and  sales  tax  rates  and  it 
becomes  clear  why  Nevada  is 
ranked  the  fifth-best  state  in  the  nation 
for  overall  tax  load. 


Lowering  the  Cost 
of  Doing  Business 

Nevada  offers  specific  incentives  fur- 
ther designed  to  lower  the  cost  of  busi- 
ness. For  example,  a  partial  exemption 
for  eligible  machinery  and  equipment 
is  available  for  companies  meeting  cer- 
tain wage,  insurance  and  employment 
criteria.  And  companies  that  make  a 
sizable  investment  in  equipment  ($50 
million  in  urban  areas),  hire  100  peo- 
ple or  more  and  pay  125%  of  the  aver- 
age statewide  hourly  wage  may  qualify 
for  a  partial  personal-property  tax 
abatement  —  a  potential  savings  of  at 
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NEVADA  BELL 


lusiness  and  individuals  in  search 
'of  success  have  always  been 
drawn  to  Nevada,  and  Nevada  Bell 
has  been  with  them  every  step  of  the 
way.  Our  sophisticated  telecommuni- 
cations infrastructure  serves  an  area  of 
approximately  48,000  square  miles  — 
I  3  of  Nevada's  1 7  counties,  with  more 
than  300,000  access  lines. 

Nevada  Bell's  telecommunications 
technology  is  100%  digitally  switched 
with  fiber-optic  transmission  lines 
looped  throughout  the  region. 
Nevada  Bell  is  poised  for  even  greater 
growth  as  a  result  of  the  merger 
earlier  this  year  of  its  parent  com- 
pany, Pacific  Telesis  Group,  with 
SBC  Communications  Inc. 

Through  Nevada  Bell  and  its  other 
subsidiaries,  SBC  Communications  Inc. 
offers  a  wide  range  of  innovative  ser- 
vices including  local  and  long-distance 
telephone  service,  wireless  communi- 
cations, paging,  Internet  access  as  well 
as  telecommunications  equipment  and 
directory  advertising  and  publishing. 

Bottom  line:  Nevada's  telecommuni- 
cations infrastructure  is  one  of  the 
most  sophisticated  in  the  West.  The 
network  possesses  the  speed  and 
bandwidth  to  deliver  today's  state-of- 
the-art  services. 


nevada£Jbell 


least  $2.5  million  over  a  10-year 
period.  Other  incentives  include  tax 
deferral  and  abatement  programs, 
industrial  insurance  and  job  training. 

The  State  That 
Never  Sleeps 

According  to  Industry  Week,  "Las  Vegas 
and  Reno  have  become  a  haven  for 
companies  that  want  to  escape  the 
high  cost  of  doing  business  in 
California.  Since  both  cities  never 
sleep,  they  attract  companies  that  need 
to  run  24-hour-a-day  operations." 

Indeed,  both  ends  of  the  state  and 
the  rural  counties  in  between  have 
seen  a  proliferation  in  the  number  of 
companies  that  provide  services  to 
their  customers  seven  days  a  week,  24 
hours  a  day.  To  enable  these  service 
industries,  Nevada  offers  a  skilled 
workforce,  available  'round  the  clock. 

"The  state's  24-hour  workforce  origi- 
nally was  initiated  by  the  tourism  indus- 
try," says  Jane  Whisner,  CPC,  opera- 
tions manager  for  The  Eastridge  Group, 
a  Las  Vegas  employment  staffing  firm. 
"Now  service  and  support  businesses 
have  followed  suit  and  are  taking  advan- 
tage of  an  employee  base  that  is  accus- 
tomed to  working  in  three  eight-hour 
shifts.  And,  employers  don't  have  to 
pay  a  premium  to  employees  working 
swing'  or  'graveyard'  shifts." 

Businesses  that  need  to  operate  24 
hours  a  day  find  that  in  Nevada  they 
can  operate  from  a  smaller  facility  while 
utilizing  three  eight-hour  work  shifts. 

Centrally  Located 

Nevada's  centralized  western  location 
and  proximity  to  California's  lucrative 
market  gives  businesses  an  important 
advantage  that  can't  be  duplicated  any- 
where in  the  country 

"Nevada  is  the  geographic  hub  of 
the  southwest,"  says  Dale  Brown,  pres- 
ident of  Las  Vegas-based  Brownstone 
Commercial.  "Centrally  located  with- 
in the  rapidly  expanding  Western  U.S. 
marketplace,  Nevada  is  recognized  as 
an  important  regional  shipping  area 
where  distribution  centers  can  readily 
secure  all  types  of  required  transporta- 
tion services." 


"Commitment" 

...  it's  been  the  underlying  philosophy 
and  a  way  of  life  at  Dermody  Properties 
for  37  years.  In  1960,  the  company 
developed  its  first  facility  for  a  Fortune 
500  company  in  Reno/Sparks,  Nevada. 
With  its  strong  commitment  to  customer 
service,  Dermody  Properties  has  grown 
into  one  of  the  50  largest  industrial 
development  companies  in  the  nation, 
with  holdings  of  more  than  12  million 
square  feet  nationwide. 

Dermody  Properties  understands  the 
complex  job  of  distributing  your 
company's  product.  "Our  commitment  to 
clients  is  based  upon  a  one-stop-shop- 
ping approach  to  project  development," 
says  Michael  C.  Dermody,  the  company's 
president  and  CEO.  "We  are  committed 
to  delivering  projects  that  are  on  time 
and  on  budget.  Whether  it's  a  lease  or  a 
sale,  we  want  our  projects  to  be  as  user- 
friendly  as  possible." 

The  strength  of  our  commitment  is 
demonstrated  by  such  valued  clients  as 
Dupont,  Leviton,  Merck,  Michelin, 
MicroAge,  PolyGram  Records,  Sherwin- 
Williams,  Spiegel  and  USAir. 

Commitment...  it's  the  cornerstone  of 
Dermody  Properties.  Our  leasing  team 
has  the  experience,  the  integrity,  and  the 
work  ethic  to  perform  above  and  beyond 
your  expectations.  They  can  help  you 
join  our  community  of  clients  across  the 
nation.  Call  us,  and  let  Dermody 
Properties  show  you  how  we  stand 
behind  cur  commitments. 


DERMODY 

PROPERTIES 
1.800.775.SITE 


1200  Financial  Blvd. 
Reno,  Nevada  89502 

1900  E.  Flamingo  Rd.,  Suite  154 
Las  Vegas,  Nevada  891 19 

www.  dermody.com 


McCARRAN 

INTERNATIONAL 

AIRPORT 

RENO/TAHOE 

INTERNATIONAL 

AIRPORT 

igh-quality  air  transportation  is 
essential  in  today's  global  econ- 
omy. It's  especially  true  in  Nevada, 
where  worldwide  appeal  makes 
Las  Vegas  and  Reno/Lake  Tahoe  among 
the  top  destinations  for  business  and 
pleasure.  That's  why  we've  recently 
invested  nearly  $250  million  to 
improve  facilities  at  the  two  primary 
airports  serving  these  popular  markets. 

As  gateway  to  Las  Vegas,  McCarran 
International  Airport  is  an  integral  part 
of  the  Southern  Nevada  economy.  In 
1996,  we  served  30.5  million  travelers 
with  non- 


•  INTERNATIONAL  •  AIRPORT 


stop  service 
to  70 
worldwide 
destinations. 


McCarran  is  also  home  to  25  airfreight 
companies  and  a  1 60-acre  Foreign 
Trade  Zone. 

You  will  have  easy  access  to  the 
entire  West  Coast  via  Reno/Tahoe 
International  Airport.  With  the  lowest 
airfares  in  the  U.S.,  we  are  one  of  the 
fastest-growing  air  service  markets, 
with  nearly  7  million  passengers  in 
1 996.  Air  cargo  development  is 
expanding  to  meet~a  growing  demand, 
at  twice  the  national  average. 

When  it  comes  to  building  airports 
for  the  2 1  st  century,  the  sky's  the  limit 
in  Nevada. 


Reno/Tahoe 

International 

Airport 


Nevada  is  a  consumer  state,  rather 
than  a  heavy  producer,  another  benefit 
for  the  Silver  States  distribution  and 
manufacturing  firms.  Trucks  arrive 
full,  but  leave  with  an  average  of  only 
40%  capacity.  Thus  companies  that 
need  to  get  their  products  to  market 
can  ship  at  a  substantial  discount, 
sometimes  realizing  as  much  as  70%  to 
90%  savings  on  outbound  runs. 

Nevada's  designation  as  an  inland  port 
of  entry  also  is  a  plus.  Companies 
receiving  exports  from  overseas  can 
bypass  long  customs  lines  in  busy  ports 
and  clear  customs  here  instead. 
Shipments  arriving  at  Los  Angeles,  Long 
Beach,  Oakland  or  San  Francisco  ports, 
for  example,  can  go  directly  from  the 
ship  to  a  Nevada- 
bound  truck,  train  or 
plane.  Businesses  that 
depend  on  such  ship- 
ments realize  impor- 
tant savings. 

"World-class  compa- 
nies including 
Microsoft,  Michelin 
Tires,  Quebecor 
Printing,  KalKan  and 
Oakley,  Inc.,  along 
with  Ocean  Spray,  Big 
O  Tires,  Levi  Strauss 
&  Co.,  MicroAge, 
Lucent  Technologies 
and  Williams-Sonoma, 
are  benefiting  from 
our  location  as  the 
center  point  of  the  13  Western  states," 
adds  NCED's  Shriver. 

"The  Reno  distribution  market  is  of 
national  significance,"  explains  Michael 
C.  Dermody,  president  and  CEO  of 
Reno-based  Dermody  Properties,  one 
of  the  50  largest  industrial  developers 
in  the  nation.  "Reno  ranks  among  the 
top-five  markets  in  the  nation  for 
industrial  space  on  a  per  capita  basis. 
For  example,  the  Reno  metropolitan 
area  has  a  population  of  300,000,  with 
40  million  square  feet  of  industrial 
space  —  an  extremely  high  ratio  com- 
pared to  the  rest  of  the  nation." 

One  Million  and  Growing 

The  states  population  in  1997  is  just 


over  1 .7  million  residents.  The  major- 
ity of  that  population  —  an  estimated 
one  million  people  —  live  in  southern 
Nevada,  while  nearly  500,000  live  in 
the  Reno/Carson  City  area. 

"When  southern  Nevada  passed  the 
one  million  population  mark,  it  sud- 
denly appeared,  like  magic,  on  the 
radar  screens  of  the  country's  leading 
major  real  estate  players,"  notes  Fred 
Allen  of  Los  Angeles-based  Allen, 
Matkins,  Leek,  Gamble  &  Mallory 
LLP,  a  nationally  recognized  real  estate 
law  firm.  Allen,  whose  firm  represents 
institutional  investors,  developers  and 
commercial  property  owners  through- 
out the  country,  says:  "Corporate  real 
estate  decision  makers  are  taking  a  long, 


hard  look  at  Nevada.  And  they  like 
what  they  see  in  terms  of  long-term 
growth  prospects  for  this  economy." 

Prosperity  Through  Diversity 

According  to  the  NCED,  nearly  60% 
of  the  state's  new  and  expanding  busi- 
nesses are  manufacturing  firms  with 
specialties  ranging  from  communica- 
tions equipment  to  aerospace  compo- 
nents, plastic  products  to  medical  sup- 
plies. Industry  Week  ranks  Reno  num- 
ber one  out  of  310  cities  nationwide 
for  manufacturing  employment 
growth,  with  a  36.6%  growth  rate. 

Nevada's  mainstay  businesses  continue 
to  flourish,  as  well.  Today,  northern 
Nevada's  Tri-Counties  area  (Lander, 
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LAS  VEGAS 
CONVENTION 
AND  VISITORS 
AUTHORITY 

A key  to  Southern  Nevada's  success- 
ful tourism  industry  has  been  its 
ability  to  market  itself  around  the  coun- 
try and  the  world.  Marketing  South- 
ern Nevada  and  its  diverse  offerings 

—  gaming,  entertainment,  recreation, 
sightseeing,  shopping  and  special  events 

—  will  take  on  even  more  importance 
as  we  approach  the  new  millennium. 

More  than  29.6  million  visitors  came 
to  Las  Vegas  in  1996  and  that  number 
is  expected  to  increase  to  nearly  32 
million  visitors  this  year  By  the  end  of 
1997,  Las  Vegas  will  have  more  than 
1 06,000  hotel/motel  rooms,  and 
1 5,000  more  rooms  are  projected  over 
the  next  two  years.  By  the  turn  of  the 
century,  Las  Vegas  will  have  more  than 
1 2 1 ,000  rooms  in  its  inventory  and  the 
projected  visitor  volume  is  expected  to 
exceed  37.5  million  visitors. 

Few  destinations  in  America  rely  on 
a  single  industry  to  the  extent  that 
Southern  Nevada  relies  on  tourism, 
and  few  organizations  have  the  chal- 
lenge of  marketing  such  a  vibrant  and 
growing  destination.  It's  a  challenge 
that  the  LVCVA  welcomes. 


Humboldt  and  Pershing)  is  the  center  of 
Americas  richest  gold  mining  region  and 
leads  the  nation  in  the  production  of  sil- 
ver, barite,  mercury  and  even  rare  black 
opals.  Sand,  gravel  and  gypsum  also  are 
important  to  the  state's  economy. 

Newmont  Gold  Company,  North 
America's  leading  gold  producer,  began 
the  modern  gold  rush  in  Nevada  in 
1961  with  the  discovery  of  the  Carlin 
Trend.  The  company  has  produced 
more  than  20  million  ounces  of  gold 
since  mining  operations  began  in  1965. 

The  states  mining  industry  has 
spawned  several  satellite  businesses, 
including  large  equipment  dealers  and 
chemical  manufacturers. 

Number  One  in 
Incorporations 

Nevada  has  established  itself  as  the 
West's  incorporation  haven,  or  the 
"Delaware  of  the  West,"  according  to 
Secretary  of  State  Dean  Heller.  Business 
incorporations  here  surpass  the  national 
average;  some  37,000  companies  are 
expected  to  incorporate  in  1997. 
Heller's  office,  which  predicts  that  a 
record  40,000  businesses  will  incorpo- 
rate in  1998,  cites  a  number  of  reasons 
why  businesses  should  incorporate  in 
Nevada:  no  tax  on  corporate  shares, 
total  privacy  for  shareholders  and  the 
only  state  without  a  formal  informa- 
tion-sharing agreement  with  the  IRS. 

National  Companies 
Expand  Presence 

Through  acquistion  or  expansion,  sev- 
eral nationally  ranked  companies  are 
upping  their  ante  in  Nevada,  includ- 
ing Columbia/HCA  Healthcare 
Corporation,  which  acquired  Sunrise 
Hospital,  built  Sunrise  Mountain 
View  Hospital  in  Las  Vegas  and  now 
operates  the  two  hospitals  and  a  num- 
ber of  outpatient  facilities  in  the  area. 

"The  health  care  field  is  changing 
rapidly,  both  on  a  national  and  local 
level,"  says  A.  Allan  Stipe,  president  of 
Columbia's  Southwest  Division.  "We 
will  continue  to  keep  pace  with  south- 
ern Nevada's  health  care  needs  by 
adding  or  expanding  services  and  facil- 
ities throughout  the  Las  Vegas  Valley." 


George  Hofmann 

President 


NEVADA  STATE  BANK 


Nevada  is  a  state  of  great  diversity. 
From  the  high-energy  popula- 
tion centers  of  Reno-Sparks  in  the 
north  and  Las  Vegas  in  the  south,  to 
the  many  vibrant  agricultural  communi- 
ties that  dot  the  landscape,  Nevada  is 
indeed  a  state  with  great  opportunity. 

Both  businesses  and  individuals 
nationwide  have  come  to  appreciate 
the  many  benefits  associated  with  liv- 
ing and  operating  in  Nevada.  Families 
migrating  from  California  and  the 
Midwest  have  spurred  growth  of 
attractive  suburbs;  seniors  looking  to 
retire  have  strongly  influenced  the 
market;  and  businesses  ranging  from 
General  Motors  to  Levi  Strauss  have 
diversified  the  state's  economy  beyond 
gaming,  mining  and  agriculture. 

Yet  aside  from  these  qualities,  it  is 
the  enthusiasm  and  commitment  of 
Nevadans  that  distinguish  the  state. 
In  the  spirit  of  the  Old  West,  the 
state's  residents  —  old  and  new  — 
take  pride  in  their  accomplishments. 

At  Nevada  State  Bank  it  is  our  intent 
to  be  Nevada's  community  bank  and  to 
provide  for  the  state's  continued 
growth  into  the  next  century.  We  con- 
gratulate our  fellow  Nevadans  for  their 
hard  work  and  dedication  and  encour- 
age those  from  other  states  to  explore 
Nevada's  new  frontiers. 


NEVADA  STATE  BANK 

Member  FDIC 


A.Allan  Stipe 

President, 

Columbia  Southwest 
Division 

COLUMBIA 

SOUTHWEST  DIVISION 
LAS  VEGAS  MARKET 


Columbia/HCA  Healthcare 
Corporation  owns  and  operates 
the  largest  integrated  healthcare  deliv- 
ery system  in  Nevada  with  808  beds 
and  nearly  4,000  employees.  Our  pri- 
mary Nevada  facilities  are  Las  Vegas' 
Columbia  Sunrise  Hospital  and  Medical 
Center,  Columbia  Sunrise 
MountainView  Hospital  and  Columbia 
Sunrise  Children's  Hospital. 

By  providing  modern  medical  ser- 
vices and  technology  and  compassion- 
ate and  experienced  medical  profes- 
sionals, many  among  the  best  in  the 
country,  we've  taken  healthcare  to  a 
higher  level  of  quality  comprehensive 
care.  Our  hospitals  are  more  than 
traditional  hospitals. They're  part  of  a 
complete  family  of  healthcare. 

Contributing  significantly  to  a  thriving 
economy,  Columbia  invested  $506  million 
in  Nevada  last  year  in  various  taxes,  pay- 
roll, uncompensated  care,  charitable  con- 
tributions and  community  involvement. 

Columbia  also  has  taken  the  lead  in 
providing  the  community  with  many 
health  education  and  community  outreach 
programs  such  as  Baby  Your  Baby,  which 
helped  reduce  the  state's  infant  mortality 
rate  to  among  the  lowest  in  the  nation. 
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Sunrise  Hospital  and  Medical  Center 
Sunrise  Children's  Hospital 
Sunrise  MountainView  Hospital 


"Nevada  offers  great  opportunities  for 
a  wide  variety  of  businesses,"  says 
George  Hofmann,  president  and  CEO 
of  Nevada  State  Bank,  Nevada's  oldest 
state-chartered  bank.  "We  are  bullish  on 
Nevada's  future  and  are  proud  of  the  role 
that  the  financial  services  industry  has 
played  in  financing  the  expansion  of  the 
state's  most  successful  companies." 

Telecommunications  Leader 

Nevada's  telecommunications  infra- 
structure is  one  of  the  most  sophisticat- 
ed in  the  West.  Early  adoption  of  fiber 
optics,  integrated  services  digital  net- 
work (ISDN)  and  digital  switching 
technologies  has  made  Nevada  a  top- 
choice  U.S.  location  for  companies 
seeking  competitive  advantages  in  the 
Information  Age. 

Reaching  across  the  state,  Nevada's 
network  possesses  the  speed  and  band- 
width necessary  for  delivering  today's 
state-of-the-art  services.  This  informa- 
tion superhighway  benefits  24-hour 
call  centers  and  customer  processing 
firms  —  businesses  that  require  fast, 
reliable  telecommunications  networks 
for  customer  services,  information 
sharing  and  financial  transactions. 

Nevada  Bell,  one  of  the  state's  two  pri- 
mary telecommunications  providers, 
serves  more  than  300,000  access  lines 
with  a  territory  of  48,000  square  miles. 
According  to  Nevada  Bell  president 
David  C.  Nichols,  the  firm  provides  1 3 
of  Nevada's  17  counties  with  a  100% 
digital  network.  "The  Nevada  Bell  net- 
work is  second  to  none.  We  meet  a 
broad  range  of  telecommunications 
needs  each  day  for  more  than  a  quarter 
of  a  million  customers  who  demand  the 
most  sophisticated  services  available," 
Nichols  says.  "Nevada  Bell  customers 
can  have  the  global  marketplace  at  their 
doorstep  with  such  state-of-the-art 
advantages  as  crystal-clear  digital  data 
lines  or  crisp  video-conferencing  images." 

Meeting  the  Demands 
for  Office  Space 

Affordable  flex,  industrial,  office  and 
retail  space  is  available  throughout  the 
state.  However,  demand  is  outpacing 
supply  in  some  areas.  To  help  meet  this 


growing  need  for  commercial  facilities, 
real  estate  developers  offer  build-to-suit 
alternatives,  which  can  be  completed 
faster  here  than  in  many  pans  of  the 
country  —  often  in  less  than  one  year. 

Airports  Provide 
Runways  for  Growth 

Clark  County's  McCarran  International 
Airport  and  Washoe  County's 
Reno/Tahoe  International  Airport  are 
providing  the  foundation  for  the  state's 
impressive  growth  in  tourism,  travel 
and  domestic  and  overseas  shipping. 

McCarran  International  employs 
10,000  people  and  estimates  its  eco- 
nomic impact  at  more  than  $17  bil- 
lion. Reno/Tahoe  International 
employs  7,000  and  generates  $3.1  bil- 
lion in  revenues. 

Ranked  one  of  the  10  busiest  air- 
ports in  the  nation,  McCarran  served 
nearly  30.5  million  passengers  in  1996, 
triple  its  1985  figure. 

Reno/Tahoe,  the  nation's  third- 
fastest-growing  airport,  has  seen  its 
passenger  traffic  double  since  1990.  It 
has  launched  an  ambitious  expansion 
program  tailored  to  match  the  dra- 
matic growth  of  the  area  it  serves. 
Recently  completed  projects  include  a 
$91  million  runway  improvement 
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RENO  AIR 


The  first  five  years  of  scheduled 
service  for  Reno  Air  have  been 
both  challenging  and  successful.  We 
established  ourselves  as  a  full-service, 
high-quality  airline  with  affordable  air- 
fares to  underserved  and  overpriced 
markets.  Reno,  Nevada,  fit  that  mar- 
keting scenario  and  was  selected  as 
the  airline  headquarters  and  hub 
because  of  its  year-round  tourism  and 
leisure  activities. 

Our  marketing  strategy  provides  a 
complete  airline  product,  including 
the  option  of  first  class,  baggage  han- 
dling alliances,  American  Airlines 
AAdvantage  and  Reno  Air  QQuick 
Miles  frequent-flier  programs  and  stan- 
dard ticket  distribution.  We  also  offer 
QQuick  Escapes,  our  own  vacation 
package  program. 

Today  Reno  Air  is  the  I  Ith-largest 
airline  in  the  United  States,  serving 
23  cities  including  charter  operations 
with  the  youngest  aircraft  fleet  in  the 
nation.  Reno  Air  is  proud  to  be  a 
Nevada  corporation  with  more  than 
2,300  employees,  65%  of  whom  are 
based  in  Nevada. 


RenoAir 

Discover  A  Better  Low  Fare  Airline 


program,  an  $1 1  million  baggage 
claim  expansion,  a  $31  million,  2,400- 
space  parking  structure  plus  roadway 
improvements. 

Reno  Air,  the  Reno/Tahoe-based  car- 
rier, celebrated  its  fifth  year  in  1997. 
The  1  Ith-largest  carrier  in  the  nation, 
Reno  Air  launched  its  inaugural  flight 
from  Reno/Tahoe  to  Seattle  on  July  1 , 
1992,  with  one  airplane  and  150 
employees.  Today,  the  airline  has  44 
Reno  and  25  Las  Vegas  daily  depar- 
tures, and  serves  over  20  cities  in  the 
U.S.  and  Canada  with  30  aircraft  and 
2,300  employees.  The  carrier  has  reser- 
vations centers  in  Las  Vegas  and  Reno. 

Conventions  Mean 
Business 

Nevada's  central  location,  24-hour 
entertainment  scene,  available  hotel 
rooms  and  convenient  access  by  land 
and  air  have  made  it  a  perennial  favorite 
with  meeting  planners  and  convention- 
eers. The  state  draws  some  41  million 
visitors  each  year  to  hotels  and  resorts  in 
Reno,  Lake  Tahoe  and  Las  Vegas. 

While  the  state  reaps  billions  of  dol- 
lars in  revenues,  residents  enjoy  the 
perks  of  living  in  the  "entertainment 
capital  of  the  world":  big-name  per- 
formers, world-class  restaurants,  excel- 
lent air  service  and  reasonable  fares,  a 
wide  selection  of  hotel  rooms  to  fit 
every  taste  and  budget,  cultural  events 
and  recreational  facilities  from  theme 
parks  to  skiing. 

Conventions  have  been  a  major 
source  of  revenue  over  the  past  decade 
in  southern  Nevada,  where  they  gen- 
erated $3.9  billion  in  1996.  That 
year,  convention  attendance  exceeded 
3.3  million,  a  13%  jump  over  1995. 
The  number  of  shows  held  in  Las 
Vegas  in  1996  totaled  3,827,  a  35.4% 
increase  from  the  previous  year.  The 
Las  Vegas  Convention  Center  is  the 
country's  largest  single-level  conven- 
tion center. 

"Las  Vegas'  reputation  as  a  world-class 
resort  destination  and  its  tremendous 
popularity  with  convention  and  trade 
show  planners  and  attendees  is  a  power- 
ful engine  fueling  economic  activity  in 
this  area,"  says  Manuel  J.  Cortez, 


LAKE  LAS  VEGAS 
RESORT 


Henry  Gluck 

Transcontinental 
Properties,  Inc. 
Co-Chairman 


Seventeen  miles 
from  the  Las 
Vegas  Strip  in  a  desert 
mountain  setting, 
visionaries  have  ere-  Ronald  F. 

ated  a  destination  called  Transcontinental 

Lake  Las  Vegas  Resort.  Co-Chatrman' 
Offering  the  West's 
most  unique  real 
estate  and  investment 
opportunities,  this 
$4  billion  oasis  is  becom- 
ing an  international  desti- 
nation resort  capitalizing 
on  the  climate  and  natural  beauty. 

The  centerpiece  of  this  jewel  is 
Nevada's  largest  privately  owned  lake, 
offering  true  lakeside  living  and  recreation. 
Reflecting  a  Mediterranean  theme,  Lake 
Las  Vegas  Resort  includes  custom  and 
waterfront  estate  home  sites,  courtyard 
villas  and  waterfront  attached  residences. 
Plans  call  for  up  to  six  international  resort 
hotels,  including  the  Hyatt  Regency  Hotel, 
Grand  Bay  Hotel  and  Grand  Bay  Resort, 
European-style  gaming,  championship  golf 
courses,  a  world-class  spa,  a  retail  village, 
waterfront  dining,  outdoor  cafes,  cobble- 
stone pathways  and  gondolas  ...  all  remi- 
niscent of  European  hillside  villages. 

Lake  Las  Vegas  Resort  is  owned  by 
Transcontinental  Corporation  of  Santa 
Barbara,  Calif,  and  entities  owned  by  Sid 
and  Lee  Bass  of  Fort  Worth.Texas.  The 
resort  is  under  the  leadership  of  Ronald 
F.  Boeddeker,  chairman  and  CEO  of 
Transcontinental,  and  former  Caesars 
World  chairman  and  CEO  Henry  Gluck. 


LAKE  LAS  VEGAS 

RESORT 

800.564.1603,  ext.  325 
702.564.1600,  ext.  325 
www.lakelasvegas.com 


I  Dale  D.  Brown 
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BROWNSTONE 
COMMERCIAL 
REAL  ESTATE 


Southern  Nevada's  rapid  growth 
has  created  new  challenges  for 
property  owners,  tenants  and  investors 
alike.  Brownstone  Commercial's  sea- 
soned professionals,  led  by  veteran  real 
estate  broker  Dale  Brown,  have  been 
meeting  the  industry's  needs  in  this 
competitive  marketplace  for  nearly  a 
decade.  The  firm  has  a  proven  ability  at 
understanding  the  complexities  of  this 
ever-changing  market  and  has  an 
impressive  track  record  at  devising  solu- 
tions to  meet  the  needs  of  its  clients. 
Brownstone  offers  a  broad  range  of 
services  including:  real  estate  brokerage, 
asset  management,  property  manage- 
ment, investments  and  client  representa- 
tion for  all  commercial  real  estate  prop- 
erty types — industrial,  land,  office  and 
retail.  The  company  attributes  its  suc- 
cess to  the  partnerships  developed  with 
clients  and  the  company's  ability  to  maxi- 
mize opportunities,  even  for  difficult 
assignments.  For  information  on  the 
most  dynamic  real  estate  market  in  the 
country,  contact  Dale  Brown  at 
702.220.7100  or  E-mail:  DBBRN- 
STONE@AOL.COM. 


COMMERCIAL  REAL  ESTATE 


Brownstone  Commercial  — 
Southern  Nevada's  Commercial 
Real  Estate  Firm 


president  and  CEO  of  the  Las  Vegas 
Convention  and  Visitors  Authority. 

Schools,  Universities 
Make  the  Grade 

Nevada  invests  heavily  in  its  educational 
institutions  and  has  fostered  an  atmos- 
phere of  cooperation  and  innovation 
between  schools  and  private  enterprises. 

It  is  one  of  the  top  five  states  in  the 
country  in  high  school  graduation  and 
adult  literacy.  Elementary,  junior  high 
and  high  school  students  statewide  rou- 
tinely score  above  the  national  average 
on  SAT  and  ACT  exams. 

The  state's  highly  regarded  university 
system  is  com- 
posed of  main 
campuses  in 
Reno  and  Las 
Vegas,  five  com- 
munity colleges 
and  the  Desert 
Research  Institute 
—  one  of  the 
worlds  foremost 
environmental 
research  centers. 

The  University  of  Nevada  system  is 
nationally  recognized  for  its  top-flight 
research  and  its  wide  array  of  advanced 
studies  in  fields  ranging  from  engineer- 
ing and  computer  science  to  medicine, 
mining,  journalism,  education,  busi- 
ness/economics, nursing  and  hotel 
management. 

Nevada's  community  colleges  work 
closely  with  employers  statewide  to 
develop  customized  job  training  pro- 
grams. Such  programs  have  put  Nevada 
companies  on-line  in  a  few  short  weeks 
by  providing  funding  for  classroom  and 
on-the-job  training  for  workers. 

Nevada  Properties: 
Lake  front  to  Desertscape 

Throughout  Nevada,  from  Renos  snow- 
capped peaks  to  Las  Vegas's  rocky  desert 
terrain,  housing  choices  are  plentiful.  A 
wide  variety  of  award-winning,  single- 
family  homes  in  attractive,  safe,  master- 
planned  communities  are  springing  up 
everywhere  in  Las  Vegas,  Reno  and  the 
rural  counties  in  between.  The  Las 
Vegas  Valley  is  home  to  nearly  500  new 


home  tracts  with  more  than  18,000 
single-family  homes  sold  in  1996.  In 
Reno,  70  approved  subdivisions  have 
been  built,  nearly  double  the  amount 
that  existed  in  1995. 

In  Henderson,  Nevada's  fastest-grow- 
ing city,  one  new  community  is  setting 
a  new  standard  for  residential  and 
resort  master-planned  communities. 
Lake  Las  Vegas  Resort  President  Henry 
Gluck  believes  that,  in  fact,  they  have 
broken  the  mold. 

Located  just  17  miles  east  of  the 
world-famous  Las  Vegas  Strip,  Lake  Las 
Vegas  Resort  is  built  on  the  shores  of 
Nevada's  largest  privately  owned  lake. 

At  full  buildout, 
the  2,245-acre,  $4 
billion  develop- 
ment will  include 
up  to  six  luxury 
hotel/casinos,  four 
resort  golf  courses, 
estate  and  single- 
family  custom  and 
semi-custom 
homes,  a  20-acre 
wetlands  park 
and  a  320-acre  lake  with  a  beach  club 
and  marina. 

Nevada  is  growing  up  and  coming  of 
age.  Residents  of  this  "Battle  Born 
State"  admitted  to  the  Union  during 
the  Civil  War  still  reflect  the  same  spir- 
it inherited  from  the  pioneers.  Here, 
good  ideas  become  successful  business 
ventures,  practically  overnight.  Here, 
the  free  market  reigns  supreme  and  pri- 
vate property  rights  are  respected. 
Here,  employees  have  the  "right  to 
work,"  and  labor  organizations  are  pre- 
vented from  establishing  "closed  shop" 
policies  that  would  prevent  the  hiring 
of  nonunion  employees.  And,  here, 
residents  enjoy  a  quality  of  life  that  is 
the  envy  of  other  states. 

It's  little  wonder,  then,  that  Nevada 
is  rated  number  one  for  having  the  best 
living  conditions,  economy  and  busi- 
ness climate. 

Sydney  Sullivan  Knott  heads  The  PR 
Group,  a  Las  Vegas  public  relations  firm. 
Her  family  has  been  part  of  the  Las  Vegas 
community  since  1964. 


Airlines  are  establishing  alliances  to  boost  their  competitiveness.  But  the  proposed 
American  Airlines/British  Airways  deal  has  the  Brussels  bureaucrats  in  a  tizzy. 

Transatlantic  headache 


By  Howard  Banks 

The  antitrust  bureaucrats  in 
Brussels  are  putting  so  high  a  price 
on  approving  the  proposed  American 
Airlines/British  Airways  grand  trans- 
atlantic alliance  that  the  partners  may 
back  away  from  the  deal.  The  two  big 
carriers  would  have  operated  as  a 
single  unit  on  North  Atlantic  runs, 
feeding  each  other  passengers  and 
coordinating  fares.  The  trustbusters 
argue  that  the  alliance  of  two  such 
powerful  carriers  (combined  revenues 
$31  billion)  would  harm  competitors. 

This  comes  as  a  hard  blow  to 
British  Airways  boss  Bob  Ayling.  BA 
badly  needs  passenger  feed  from  the 
U.S.  It  had  a  code-share  deal  with 
USAir  that  added  $200  million  a  year 
in  revenues  for  BA.  That  arrangement 
ended  just  before  the  alliance  with  far 
bigger  American  was  proposed. 

These  alliances  seem  to  be  the 
wave  of  the  future  in  a  crowded  busi- 
ness. American  concluded  a  similar 
deal  with  Spain's  Iberia  in  June  and  is 
expected  to  sign  one  soon  with  Aero- 
lineas  Argentinas.  BA  has  a  smaller 
deal  with  Iberia.  In  addition,  Ameri- 
can is  talking  of  further  extensions  to 
the  alliance  to  include  Canadian  Air- 
lines and  Australia's  Qantas. 

Meanwhile,  competition  from 
other  airline  groupings  (notably, 
United-Lufthansa-SAS-Air  Canada- 
Thai  Airways,  with  others  to  come, 
and  Delta-Swissair- Austrian)  are  nib- 
bling away  at  BA's  dominance  of  the 
North  Atlantic  market.  The 
BA/American  alliance  was  supposed 
to  produce  for  BA  an  extra  $300  mil- 
lion a  year  in  revenues  right  away, 
plus  $146  million  in  annual  cost  sav- 
ings, with  more  to  come  as  the  deal 
matured.  Facing  a  $10.8  billion  bill 
over  the  next  six  years  for  new  planes, 
BA  needs  every  penny  it  can  get. 

This  has  not  been  the  best  of  sum- 
mers for  BA's  Ayling.  A  lawyer  and, 
during  the  Thatcher  years,  a  civil  ser- 


vant, Ayling,  50,  oversaw  ba's  privat- 
ization in  1987.  Rather  aloof,  he  suc- 
ceeded the  popular  Sir  Colin  Marshall 
as  BA's  chief  executive  in  1996  (Sir 
Colin  remains  BA's  chairman). 

Soon  after  Ayling  took  over,  things 
started  to  go  wrong.  The  strong 
pound  has  eroded  the  carrier's  mar- 
gins. In  July  12,000  ba  cabin  staff 
walked  off  the  job;  BA  puts  the  cost  of 
the  strike  at  over  $200  million.  In 
August  the  stock  dropped  sharply 
when  Ayling  announced  that  profits 
were  off  35%  in  fiscal  1997's  first 
quarter. 

Ayling  hopes  to  whack  $1.6  billion 
out  of  BA's  cost  structure  over  the 
coming  three  years,  but  this  will  cause 
bitterness  in  ba's  management/labor 
relationships,  which  Colin  Marshall 
did  much  to  improve.  Ayling  says  he 
intends  to  get  over  $70  million  a  year 
in  savings  from  the  cabin  staff,  with 
much  of  it  to  come  from  cutting 
things  like  overnight  allowances  that 
are  a  key  supplement  to  the  atten- 
dants' average  pay  of  $24,000  a  year. 
Lots  of  luck. 

Clearly  Ayling  needs  that  American 
Airlines  deal,  but  the  zealous  bureau- 


crats in  Brussels  are  demanding  as  a 
price  that  the  two  carriers  give  away, 
rather  than  sell,  350  valuable  slots  a 
week,  mostly  at  the  all-important 
Heathrow  hub. 

Karel  van  Miert,  the  European 
Union's  top  trustbuster,  also  wants 
the  partners  to  reduce  their  flights 
between  London  and  Chicago, 
London  and  New  York  and  London 
and  Los  Angeles. 

The  bureaucrats  are  also  saying 
they  will  not  come  to  a  decision  in 
time  for  BA  and  American  to  prepare 
for  the  key  annual  meeting  to  diwy 
up  international  slots,  which  is  held  in 
November. 

If  Van  Miert  refuses  to  budge, 
Ayling  and  American  Airlines  boss 
Robert  Crandall  will  almost  surely 
put  their  proposed  alliance  on  ice. 
Their  likely  fallback  is  a  code-share 
agreement  similar  to  the  one  BA  had 
with  USAir.  This,  they  hope,  would 
get  more  or  less  automatic  approval 
and  be  better  than  nothing,  but  it 
would  produce  less  than  half  the 
money  that  British  Airways  would  get 
from  the  deal  the  two  Bobs  want  to 
consummate.  MM 


The  two  Bobs:  Ayling  of  British  Airways  and  Crandall  of  American 

The  Brits  need  the  profits  their  deal  would  generate,  but  bureacrats  are  balking. 
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Therev  ot  much  rust  left  in  the  old  Rust  Belt, 
in  go  I  part  due  to  the  global  transformation 
of  (  i-line  outfits  like  Parker  Hannifin. 

Rust 
remover 


By  Robert  Lenzner  and  Paul  Klebnikov 

It's  easy  to  understand  the  success 
of  Boeing,  General  Electric,  Caterpil- 
lar and  John  Deere.  Their  products 
are  big,  visible  and  ubiquitous.  But 
look  inside  these  brand-name  giants' 
equipment  and  you'll  find  a  much 
less  familiar  name:  Parker  Hannifin. 
This  midwestern  manufacturer  pro- 
vides much  of  the  guts  of  American 
industrial  might.  Just  one  small 
example:  Parker  makes  sealing  devices 
for  computers  and  cellular  phones  to 
shield  these  products  from  electro- 
magnetic interference. 

Mostly,  it  makes  motion  control 
systems  that  help  operate  airplanes, 
trucks,  tractors,  boats.  Its  hydraulic 
systems  power  the  operation  of  every- 
thing from  backhoes  to  aircraft  wing 
flaps  and  factory  robots.  You  name 
it — if  it  moves,  there's  a  good  chance 
of  Parker  Hannifin  being  inside. 
Parker  even  helped  make  the 
dinosaurs  move  in  Jurassic  Park. 

And  that's  only  a  partial  catalog  of 
the  functions  Parker's  1 ,400  different 
products  can  handle. 

How's  business?  Terrific  right  now. 
Sales  have  grown  from  $2 .4  billion  to 
$4.1  billion  in  the  past  five  years, 
profits  from  58  cents  a  share  to  $2.46 
a  share.  Parker  Hannifin  stock  dou- 
bled from  $33  to  $66  in  the  past  12 
months. 

Like  a  lot  of  companies  in  the  old 
rust  belt,  Parker  Hannifin  has  made  a 
remarkable  comeback.  Its  return  on 
equity  has  risen  from  a  miserable 
1.2%  in  1992  to  nearly  19%  in  the 
fiscal  year  that  ended  June  30. 

As  did  the  Midwest,  Parker  has 
remade  itself  to  adapt  to  a  globalizing 


economy.  From  1989  through  1994 
Parker's  revenues  and  earnings  were 
flat.  Its  ability  to  service  its  customers 
was  disappointingly  slow.  It  was  insu- 
lar. Its  main  global  competitor,  the 
Rexroth  division  of  Germany's  Man- 
nesmann,  had  established  a  base  in 
the  U.S.,  but  Parker  was  just  begin- 
ning to  stir  abroad. 

The  man  of  the  moment  was 
Duane  Collins,  a  deceptively  quiet- 
spoken  engineer  with  37  years  at 
Parker.  Collins  became  president  and 
chief  executive  in  1993.  He  took  over 
at  a  time  when  Parker  was  facing 
tremendous  problems,  but  was  also 
facing  tremendous  opportunities. 
Fortunately  Parker's  board  saw  the 
need  for  change  and  backed  Collins 
all  the  way. 

Collins  understood  that  computers 
weren't  just  for  desk  work.  He  under- 
stood that  they  could  revolutionize 
the  manufacturing  and  marketing  of 
industrial  products.  Today  Parker  sells 
lots  of  little  gadgets  to  no  fewer  than 
350,000  individual  customers  world- 
wide. You  need  a  superb  computer 
system  to  keep  all  that  in  order. 
Collins  persuaded  his  board  to  spend 
heavily  on  communications,  software 
and  the  whole  array  of  silicon - 
enabled  products. 

Products  that  sometimes  took 
Parker  months  to  deliver  now  take 
days — sometimes  hours. 

Here's  the  new  Parker:  In  April 
Carlos  Grez,  Parker's  sales  manager 
in  Chile,  was  visiting  Cyprus-Amax's 
El  Abra  copper  mine  in  the  foothills 
of  the  Andes.  The  mine  needed  to 
replace  a  vane  pump  that  had  broken 
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Parker  Hannifin  was 
carted  in  Cleveland  in 
1918  as  a  maker  of 
pneumatic  couplings  for 
the  compressed-air 
brakes  of  trucks.  In  1927 


it  m?,o    ts  name  in  the 
aircraft  idustry  with  the 

linking  the  16 
iiiel  tanks  of  the  Spirit  of 
St.  Louis,  the  doughty 
little  aircraft  that  carried 
Charles  Lindbergh  across 
the  Atlantic  on  his  epic 
flight. 

Parker  has  become  a 
major  factor  in  aircraft, 


building  the  hydraulic 
systems  that  control 
everything  from  land- 
ing gear  to  wing  flaps. 
So  every  time  you  fly 
you  put  your  life  in 
Parker  Hannifin's 
hands:  If  the  hydraulics 
bum  out,  you're  a 
goner  for  sure. 


down.  Grez  plugged  his  laptop  into 
the  local  phone  line,  entered  the 
pump's  specifications  into  Parker's 
"global  query  system."  Within  40 
seconds  he  was  able  to  confirm  that 
Parker  could  deliver  a  replacement 
pump  from  its  Greeneville,  Term,  fac- 
tory. The  pump  would  be  in  place 
within  a  few  days. 

Computers  have  worked  wonders 
in  production,  too. 

"When  I  started  in  the  1950s  it 


took  days  to  do  a  drawing,  then 
weeks  more  to  tool  up  to  make  the 
product  our  customer  needed,"  says 
Collins,  who  recalls  how  in  the  1960s 
he  had  drawn  component  designs  on 
blue  engineering  paper.  "Today  the 
setup  and  throughput  time  has  been 
reduced  to  hours,  even  minutes." 

If  John  Deere's  engineers  need  a 
customized  metal  coupling  fast, 
Parker  downloads  the  proposed 
design  to  them  by  computer.  Deere 


approves  or  changes  the  design,  and 
minutes  later  the  diagram  is  sent  elec-  I 
tronically  to  Parker's  factory  floor  for 
custom-made  production. 

Under  Collins'  watchful  and  know- 
ing eye,  Parker  has  applied  the  tech- 
niques of  the  best  U.S.  mass  manu- 
facturers to  its  own  fragmented  and 
formerly  old-fashioned  industry. 
Thanks  to  the  flexibility  and  speed  of 
its  internal  system,  Parker  can  now 
offer  and  keep  track  of  an  unrivaled 
breadth  of  offerings  in  the  motion 
control  industry. 

The  new  systems  enabled  Parker  to 
handle  a  vast  expansion  of  its  product 
lines,  in  large  part  through  aggressive 
acquisition  of  smaller  makers  of  a  lim- 
ited range  of  equipment.  This  broad- 
ening of  product  line  has  been  going 
on  for  20  years,  during  which  Parker 
has  made  150  acquisitions  of  small, 
family-owned  operations.  These  addi- 
tions were  mainly  small  plants,  with 
roughly  200  employees  on  average. 
But  before  Collins  brought  order  to 


If  it  moves,  there's  a  good  chance  that  Parker  Hannifin  is  a  part  of  it. 


From  motion  control  systems  for  airplanes, 
trucks  and  tractors  to  pneumatic  and  hydraulic  systems 
for  backhoes,  wing  flaps  and  robots,  Parker  Hannifin 
has  made  a  name  for  itself  building  the  little  parts 
that  make  a  big  difference. 


1  Ships 

g  water  separators, 
z  cylinders,  seals, 
I  hydraulic  pumps  and 
£  motors,  boom  slewers, 
*  elevators,  automatic 
door  closers 


s 

S  Ferris  Wheel 

1  hydraulic  pumps, 

5  hose,  fittings,  valves, 

|  motors,  cylinders, 

|  filters 

/  V 

2 

1  Trucks 

§  diesel  fuel  filters,  air 
|  brake  coils,  seals,  hose, 
g  brass  fittings 


™  Robots/Automation 

grippers,  slides, 
2  pneumatic  logic 
|  controllers,  cylinders, 
c  motion  controllers 
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the  changes  of  the  past  few  years,  the 
agglomeration  of  products  was 
becoming  unwieldy. 

In  the  past  five  years  alone  Parker 
has  acquired  25  companies  with  rev- 
enues of  $700  million.  It  paid  in  all 
$560  million,  or  just  80  cents  for 
each  dollar  acquired.  Moreover,  since 
most  of  the  acquisitions  were  of 
nonunion  plants,  a  once  heavily 
unionized  company  is  now  almost 
completely  nonunion. 

Along  with  modernizing  its  inter- 
nal system,  Parker  has  been  increas- 
ingly aggressive  in  expanding  abroad. 
Often  it  has  simply  followed  its 
American  industrial  customers  as  they 
set  up  operations  overseas.  It  fol- 
lowed Caterpillar  to  Korea,  John 
Deere  and  General  Motors  to 
Europe,  Ford  to  Brazil,  Freightliner 
to  Shanghai. 

Getting  in  the  door  with  foreign 
manufacturers  in  Europe  and  Asia  has 
been  harder.  Parker  typically  sets  up  a 
sales  office  in  a  foreign  country,  then 


looks  for  the  right  acquisition  to 
enter  the  market.  It's  a  simple  fact 
that  people  prefer  to  deal  with  an 
outfit  they  know,  and  Parker  has  been 
until  recently  rather  unknown 
abroad.  That,  however,  will  almost 
certainly  change.  "Parker  has  an  edge 
over  its  competitors  because  of  its 
economies  of  scale,  which  have 
grown  over  the  last  five  years,"  says 
Michael  Treschow,  president  of 
Sweden's  Electrolux  AB  and  a  new 
Parker  board  member. 

Last  year's  purchase  of  American 
aerospace-components-maker  Abex 
nwl,  with  a  large  manufacturing  base 
in  Germany,  was  a  major  move  over- 
seas for  Parker.  It  opened  the  way  to 
orders  from  Airbus.  Abex  helped 
propel  Parker's  aerospace  sales  to  a 
39%  gain  so  far  in  1997,  a  major  con- 
tribution to  profits. 

Aerospace  is  Parker's  single  most 
important  market.  Boeing,  Parker's 
largest  single  customer,  is  increasing 
plane  production  to  48  a  month. 


Every  new  Boeing  777  will  include 
$800,000  worth  of  Parker's  compo- 
nents, including  fuel  nozzles, 
hydraulic  flight-control  systems  and 
the  controls  for  the  thrust  reversers 
that  help  the  plane  land. 

Asia  remains  a  white  space  on 
Parker's  world  maps.  In  fluid  con- 
trols, Parker  has  a  20%  market  share 
in  North  America,  a  respectable  14% 
in  Europe  and  Latin  America,  but 
just  3%  in  Asia-Pacific.  It  has  come  up 
empty  in  Japan's  $5  billion  market, 
despite  20  years  of  trying. 

Trying  to  crack  the  Asian  market 
has  been  frustrating  for  Collins.  "Their 
companies  are  not  for  sale,  because 
selling  is  not  culturally  acceptable,  and 
they  don't  want  joint  ventures  in  busi- 
nesses they're  already  in,"  he  says. 

But  don't  underestimate  the  spirit 
and  the  determination  of  these  folks 
from  Cleveland,  Ohio.  Says  Patrick 
Parker,  company  chairman  and  son  of 
the  founder:  "If  it  moves,  we're  on 
board."  H 


Farm  Equipment 

hydraulic  motors, 
pumps,  hydrostatic 
steering,  filters,  hose, 
fittings 


Offshore  Oil  Rigs 

instrumentation 
fittings,  tubing, 
blow-out  preventers, 
valves 


Space  Shuttle 

quick  disconnects, 
valves,  seals,  hose, 
fittings 


Construction 
Equipment 

hydraulic  pumps, 
motors,  cylinders, 
filters,  pneumatic 
pumps,  proportional 
valves,  hose,  fittings 


High-Speed  Trains 

pneumatic  door 
controllers,  seat 
controls,  air 
conditioning  systems, 
automatic  coupling 
systems 


Aircraft 

hydraulic  pumps, 
fuel  systems, 
pneumatic  control 
systems,  brakes, 
wheels 
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the  industry  leader,  we're  used  to 
making  big  announcements. 


This  one  is  under  2  lbs. 
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Introducing  the  new  Libretto. 
The  1.85  lb.  phenomenon. 


Don't  let  the  size  fool  you.  What  you're 


looking  at  is  the  innovation  that  will  set  the 


highest  of  industry  standards  in  the  tiniest 


SIZE  AND  WEIGHT 

At  8.3"  x  4.5"  x  1.3"  and  only  1.85  lbs., 
the  Libretto  is  so  small  and  light  it's 
the  perfect  companion. 


of  places.  Capable  of  running  Windows*  95, 
yet  compact  and  light  enough  to  fit  in  the 
palm  of  your  hand.  There  is  no  other  computer 
like  it.  Introducing  the  Libretto®  50CT.  The 
first  portable  of  its  kind.  A  mini-notebook 


pentium 


PENTIUM®  PROCESSOR 

A  powerful  Pentium*  processor 
delivers  all  the  performance  you  need. 


that  allows  you  to  access  e-mail,  work  on 
spreadsheets  or  even  update  your  handicap 
from  just  about  any  fairway.  So  light  and 
small  it's  the  perfect  communication  and 
information  manager.  With  the  Libretto 
you'll  definitely  improve  your  game.  And 
everything  we  do  is  designed  to  provide  you 
with  the  tools  to  do  just  that.  After  all,  we 
share  a  simple  philosophy.  Always  Lead™ 


mm 


CONNECTIVITY 

With  the  PC  card  slot  you  can  stay 
connected  with  a  modem  and  hook 
up  to  a  floppy  disk  dnve  or  CD-ROM. 
Expenence  wireless  connectivity  with 
built-in  infrared  capabilities. 

Designed  for 

J- 

Microsoft® 
Windows*95 

WINDOWS  95  PERFORMANCE 

The  only  mini-notebook  to  run 
Windows  95. 


Libretto  50CT 


*  61"  dia  active-matrix  TFT  color 
display.  640  x  480  resolution 

•  75MH2  (2  9v)  Pentium* 
processor.  16KB  internal  cache 

•  810  million  byte  ( -772MB)  HDD 

*  16MB  EDO  DRAM 
(expandable  to  32MB) 


•  Built-in  16-bit  audio  with 
internal  speaker 

*  External  floppy  disk  dnve 

•  One  Type  II  PC  Card  slot 
supports  modem,  floppy  disk 
dnve  or  optional  CD-ROM  dnve 

*  Lithium  Ion  battery 


•  Senal  Infrared  IrDA 
compliant  port 

•  Libretto  Accupoint* 
pointing  device 

•  Optional  Enhanced  Port 
Replicator  or  optional 
Port  Expander 


•  1.85  lbs. 
■8.3"x4.5-xl.3" 

•  Windows  95  standard 

•  1-year  limited  warranty 

■  Toll-free  technical  support  - 
7  days  a  week,  24  hours  a  day 


For  more  information,  visit  http://computers.toshiba.com,  or  call  1-800-457-7777. 


In  Touch  with  Tomorrow 

TOSHIBA 


Move  c   r,  Democrats  and  Republicans,  Liberals,  • 

Soci;      and  Fascists.  Mere  come  the  Cryptolibertarians, 

thf    ehead  heirs  of  Thomas  Jefferson  and  Henry  David  Thoreau, 


Mitics  foi* 


the  really  cool 


By  Josh  McHugh 

"This  is  a  cool  holiday,"  says  Sameer  Parckh  over  a 
July  4  breakfast  in  .1  cafe  near  the  University  of  California 
at  Berkeley.  "It's  the  day  we  celebrate  overthrowing  the 
government." 

A  disheveled  22 -year-old,  135  pounds,  shirttails  down 
to  the  knees  of  his  jeans,  with  a  4-inch  black  goatee  hang- 
ing from  a  cherubic  face,  Parekh  is  no  violent  revolution- 
ary out  to  establish  a  dictatorship  of  the  proletariat.  Parekh 
is  a  libertarian  of  a  new  sort.  His  weapon:  software. 

Parekh  traffics  in  a  sub- 
stance known  among  his 
peers  as  "strong  crypto," 
cryptographi  c  software 
massively  stronger  than  the 
si  nil  American  companies 
are  allowed  to  export. 
Cryptography  is  the  science 
of  scrambling  messages  so 
they  cannot  be  read  by 
prying  eyes.  It  is  the 
lifeblood  of  telephone 
commerce — credit  card 
verifications,  bank  teller 
machine  transactions,  wire 
transfers.  It  is  useful  to 
crooks.  And  it  is  magnifi- 
cently antiauthoritarian. 

Encrypted  with  a  suffi- 
ciently powerful  code,  a  cel- 
lular phone  conversation 
becomes  untappable,  a  writ- 
ten message  or  computer 
file  indecipherable.  Federal 
authorities  are  attempting 

to  limit  the  spread  of  this  technology  abroad.  But  they  are 
no  match  for  Parekh  and  other  rebels  with  his  program- 
ming skills. 

For  the  last  three  years  Parckh  has  been  mixing  sophis- 
ticated computer  science  with  libertarian  philosophy,  sell- 
ing a  cryptographic  product  made  in  an  undisclosed  for- 
eign country  through  an  Anguillan  subsidiary.  His 


company,  C2Net,  thereby  skirts  U.S.  export  restrictions. 

Looking  further  out,  cryptography's  challenge  to  Wash- 
ington's authority — indeed,  to  that  of  all  governments — is 
daunting.  Even  if  the  federal  government  can  somehow 
keep  strong  crypto  out  of  the  hands  of  Muammar 
Qaddafi — extremely  doubtful  at  this  point — it  would  still 
have  all  manner  of  domestic  users  to  worry  about. 

Cryptography  is  very  useful  to  anyone  who  can't  afford 
to  leave  behind  a  paper  trail.  That  could  be  someone  run- 
ning an  illegal  gambling 
business  or  doing  insider 
trading  or  distributing  child 
pornography  or  arranging 
the  details  of  a  cocaine  ship- 
ment. It  could  also  be 
someone  who  is  a  perfectly 
legitimate  business  opera- 
tor except  that  he  doesn't 
want  to  pay  income  taxes 
or  otherwise  submit  his 
transaction  to  the  prying 
eyes  of  increasingly  intru- 
sive governments. 

Parekh  envisions  a  revo- 
lution in  which  federal 
buildings  don't  burn  to  the 
ground  but  rather  just  run 
out  of  money.  There  would 
still  be  a  government,  but  it 
would  not  be  the  expansive 
welfare  state  we  have  today. 
It  would  be  a  minimalist 
version  of  the  sort  seen  in  a 
place  like  Hong  Kong — 
strong  on  law  and  order,  sanctity  of  contract  and  minimal 
social  security  but  diat's  about  it. 

Walter  Wriston,  former  chairman  of  Citibank,  devoted 
a  chapter  of  his  brilliant  1992  book  The  Twilight  of  Sover- 
eignty to  the  history  of  cryptography.  Wriston  foresaw  the 
weakening  of  national  governments  through  the  power  of 
technology  and  recognized  that  cryptography  would  play 
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Sameer  Parekh 
A  little  political 
philosophy  with 
your  software? 


a  key  role.  He  knew  something  about  it  from  personal 
experience.  During  World  War  II  he  was  responsible  for 
the  electromechanical  devices  used  by  the  Allies  to  encrypt 
their  messages.  Wriston  sees  encryption  technology  as  a  key 
ingredient  in  the  transfer  of  social  and  economic  power 
from  the  governments  of  nation-states  to  the  PC-packing 
populace.  Since  the  success  of  Internet  commerce  depends 
on  strong  cryptography,  its  proliferation  is  inevitable.  "The 
government  can't  do  much  about  it,"  says  Wriston.  "It's 
another  thing  slipping  through  their  fingers." 

Rejoice,  libertarians.  Lament,  Hillary  Clinton  and  par- 
tisans of  the  nanny  state.  If  you  want  to  participate  in  the 
cryptographic  revolution  against  Big  Government,  you 
don't  have  to  traffic  with  an  arms  merchant  in  a  dark  alley. 
Go  to  the  Internet.  Pretty  Good  Privacy  (pgp),  from  $99 
to  $249,  is  a  popular  program.  Another  one  is  SynCrypt, 
by  SynData  Technologies  Inc.,  just  out. 

Using  this  off-the-shelf  stuff  you  can  transact  business 


in  total  privacy.  Don't  worry  about  spies.  With  what  is 
presently  known  about  code  cracking,  it  would  take  a 
supercomputer  a  billion  years  to  divine  your  message. 

There  is  another  dimension  to  the  spread  of  crypto.  The 
same  mathematical  tricks  used  to  encode  a  message  can  be 
run  in  reverse,  to  generate  a  so-called  digital  signature. 
This  is  a  computer  stamp  of  authenticity.  It  can  be  used  to 
prove  that  an  electronic  document  originated  with  a  par- 
ticular sender,  such  as  a  bank  depositor  or  a  bank  officer. 
Assemble  a  few  digital  signatures  in  a  clever  fashion  and 
you  have  created  a  mechanism  for  digital  cash — a  system 

"I  realized  that  protection  of  privacy  on 
the  Internet  couldn't  be  viable  without 
a  viable  business  behind  it. "-Sameer  Parekh 
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of  electronic  tents  akin  to  Visa  or  MasterCard  but  with 
the  added      ure  that  it  can  be  made  anonymous. 

Think  t  that.  Money  transfers  diat  are  genuine  but 
untrac  e.  Anonymous,  secure  E-cash  could  give  rise  to 
a  bio  ning  of  commerce  on  the  Internet  and  a  reduc- 
tion in  the  billions  of  dollars  spent  annually  processing 
paper  checks  and  paper  credit-card  chits. 

Bad  news,  of  course,  for  the  Internal  Revenue  Service 
and  its  3,570-page  maze  of  a  tax  code.  And  what  happens 
to  the  Fed's  control  of  die  money  supply  when  more  and 
more  money  takes  the  form  of  digital  blips  on  a  satellite  in 
the  sky?  How  do  you  stop  money  laundering  once  cash  is 
invisible  and  leaves  no  paper  trail?  How  do  you  catch  tax 
dodgers? 

The  IRS  figures  that  it  is  already  losing  $120  billion  a 
year  on  income  that  goes  unreported.  When  E-cash 
becomes  commonplace,  that  number  is  going  to  get  larger. 
The  underground  economy,  after  all,  does  surface  at  times. 
Dogs  can  sniff  the  traces  of  cocaine  in  a  satchel  of  bills.  In 
the  ionosphere  economy  there  is  no  odor  for  dogs  to  sniff. 

For  the  libertarian  set,  today's  encryption  technology  is 
the  best  thing  to  come  along  since  the  right  to  bear  arms. 
After  all,  why  risk  getting  arrested  for  dumping  tea  into  the 
harbor  when  you  can  just  order  the  tea  from  a  tax-free 
jurisdiction  over  the  Net,  encrypt  the  purchase  order  and 
pay  with  anonymous  digital  currency?  Libertarians  see 
encryption  technology  as  the  weaponry  for  a  bloodless 
grassroots  revolution  in  which  revenue  streams  replace 
street  barricades  as  the  fields  of  battle. 

"We  are  looking  at  kidnappers,  we  are  looking  at  ter- 
rorists, we  are  looking  at  banking  integrity,  we  are  looking 
at  propriety  interests  and  economic  secrets,"  Louis  Freeh, 
director  of  the  Federal  Bureau  of  Investigation,  told  mem- 
bers of  the  International  Cryptography  Institute  two  years 
ago.  Freeh  has  been  stumping  for  tougher  government 
controls  on  encryption  technology.  He  wants  a  "key 
escrow"  bureaucracy  that  would  hold  cryptographic  keys 
that  could,  if  law  enforcement  deemed  it  necessary,  be  used 
to  unscramble  any  encrypted  message. 

But  do  we  want  to  put  that  much  power  in  the  hands  of 


<cExport  jobs,  not  crypto" 

C2Net's  Sameer  Parekh  isn't  the  only  one  thumbing 
his  nose  at  die  U.S.  Commerce  Department's  export 
regulations. 

Sun  Microsystems  recendy  announced  that  Elvis,  a 
Russian  company  headquartered  in  a  Moscow  suburb, 
had  released  a  security  package  armed  with  128 -bit 
encryption,  vasdy  stronger  than  the  feeble  40-bit  ceiling 
permissible  on  unrestricted  exports  by  U.S.  software 
firms.  It's  no  accident  that  the  Elvis  software  works  per- 
fectiy  with  Sun's  network  equipment  and  software:  Sun 
owns  a  stake  in  Elvis,  and  the  Russian  company's  engi- 
neers designed  the  software  to  work  with  Sun's  operat- 
ing system.  Looks  like  yet  a       a  case  of  national  bor- 
ders proving  to  be  a  small  barri  :r  to  technology. 

-J.McH.  wm 


"It's  easily  the  most  important  privacy  issue 
of  the  decade,  and  perhaps  the  most 
important  policy  issue."-David  Friedman 

bureaucrats?  "Back  in  England,  when  the  king  wanted  to 
smoke  out  people  we'd  call  terrorists  today — the  people 
we  see  in  retrospect  as  patriots — he  wanted  to  steam  open 
envelopes,"  scoffs  Wriston.  "Nothing  has  changed — now 
governments  want  to  steam  open  your  E-mail.  If  I  were 
the  national  drug  czar,  I'd  want  to,  too.  The  problem  is, 
none  of  us  trust  the  government  to  limit  that  interception 
to  those  particular  messages." 

If  the  FBI  is  threatened,  that  doesn't  entirely  dismay  the 
libertarian  crowd  that  seems  to  be  overrepresented  in  the 
hacker  community.  "With  the  Internet  being  ubiquitous 
and  crypto  being  cheap  and  easy  to  get,  it's  going  to  be 
more  and  more  difficult  for  governments  to  control  trans- 
actions between  people,"  declares  Adam  Shostack,  a  24- 
year-old  cryptography  consultant  whose  clients  include 
Fidelity  Investments.  In  February  he  instructed  attendees 
at  a  financial  cryptography  conference  in  the  finer  points 
of  using  encryption  to  protect  large  networks  from  attack- 
ers and  con  men.  Site  of  the  conference:  the  Caribbean  tax 
haven  of  Anguilla. 

It's  too  early  to  give  it  a  name,  but  computer  technolo- 
gy and  modern  communications  are  at  the  threshold  of 
creating  a  new  kind  of  political  movement.  Talk  to  David 
Friedman,  a  professor  of  economics  at  the  University  of 
California  at  Santa  Clara.  Friedman  espouses  an  anti-big- 
government  philosophy  a  litde  stronger  even  than  that  of 
his  famous  father,  Milton  Friedman.  He  calls  the  set  of 
questions  raised  by  encryption  "easily  the  most  important 
privacy  issue  of  the  decade,  and  perhaps  the  most  impor- 
tant policy  issue."  He  concedes  the  downside  to  a  tech- 
nology that  will  be  useful  to  lawbreakers.  But  he  says  the 
advantages  of  pervasive  privacy  outweigh  the  disadvan- 
tages: "On  the  whole,  it'll  be  a  change  to  a  freer  and  more 
interesting  society." 

Cryptography,  the  craft  of  secret  writing,  has  been 
around  almost  as  long  as  writing  itself.  Bad  guys  have 
always  used  it.  So  have  rebels.  Its  better-known  applica- 
tions through  the  ages  have  been  in  making  secure  mili- 
tary plans  and  espionage  communiques.  Today's  biggest 
user  is,  if  not  the  government,  the  bank  industry.  Encryp- 
tion safeguards  the  more  than  $  1  trillion  a  day  that  flows 
over  the  Fedwire  and  the  Chips  systems. 

Modern  cryptography  was  born  two  decades  ago  at 
Stanford  University  with  the  invention  of  so-called  public 
key  encryption  by  Whitfield  Diffie  and  Martin  Hellman. 
In  classic  cryptography,  keys  were  kept  private.  The  sender 
would  use  a  key,  or  formula,  to  encode  a  document;  the 
receiver  would  use  a  closely  related  formula  to  decode.  To 
communicate,  the  sender  and  receiver  would  have  to  share 
a  key.  This  was  usually  the  weak  spot.  A  messenger  sent  to 
transfer  the  key  could  be  intercepted  or  compromised. 

With  public-key  encryption,  this  problem  is  finessed. 
The  receiver  of  confidential  messages  simultaneously  cre- 
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ates  an  encoding  and  a  decoding  key.  The  peculiar  arith- 
metic of  these  keys,  perfected  by  a  trio  of  MIT  mathe- 
maticians, is  such  that  the  one  cannot  be  divined  from 
the  other:  Knowing  the  encrypting  formula  tells  you 
absolutely  nothing  about  how  to  unscramble  a  message. 
So  the  receiver  need  not  be  particular  about  his  choice  of 
messenger  to  deliver  the  encrypting  key.  Indeed,  he  can 
afford  to  publish  the  key  for  all  the  world  to  see. 
Modern-dav  practice  is  to  dump  the  key  onto  an  Inter- 
net home  page  or  server. 

What  makes  encryption  a  killer  application  just  now? 
The  MIT  algorithm  requires  that  both  sender  and  receiver 
do  several  billion  calculations  on  each  message,  a  practical 
impossibility  not  too  long  ago.  Moore's  Law  to  the  rescue. 
The  doubling  of  computing  power  every  18  months  has 
placed  the  ability  to  process  virtually  unbreakable  crypto- 
graphic algorithms  within  reach  of  anyone  with  a  166- 
megahertz  Pentium. 

Legitimate  users?  Any  company  planning  on  doing  busi- 
ness on-line.  When  you  send  an  order  over  the  Internet, 
the  contents  of  your  message  pass  through  a  series  of  net- 
work routers  and  servers  before  reaching  their  final  desti- 
nation. Anyone  who  gains  control  of  one  of  the  machines 
along  the  way  could  intercept  your  credit  card  information. 
You're  not  going  to  send  in  the  order  unless  you  know  it 
is  secure. 

Illegitimate  ones?  This  is  an  imaginary  scenario.  You 
work  at  Apple  and  know,  two  days  before  it  is  to  be 


announced,  that  Microsoft  is  going  to  pump  in  some  cash 
and  probably  give  a  kick  to  the  stock  price.  You're  going 
to  tip  off  your  brother-in-law,  who  is  going  to  feed  the  tip 
to  a  third  party,  an  active  trader  in  technology  stocks.  Do 
this  with  phone  calls  and  you  stand  a  fairly  high  risk  of 
being  caught,  even  though  you  have  never  met  the  trader. 

So  you  encrypt  the  stock  tip  with  your  brother-in-law's 
public  key  and  publish  it  on  the  Internet,  perhaps  in  the 
middle  of  a  chat  room  that  lots  of  people  visit.  Your  broth- 
er-in-law does  the  same,  using  the  trader's  public  key.  Both 
of  these  messages  look  like  meaningless  garbles  to  an  out- 
sider. They  betray  nothing  about  whose  key  was  used  to 
encrypt  them. 

Convicted  insider  trader  Dennis  Levine  used  a  secret 
account  in  the  Caribbean.  But  how  do  you  use  an  off- 
shore account  without  going  through  customs  or  making 
tappable  phone  calls?  Given  the  power  of  encryption  and 
digital  signatures,  a  modern-day  Levine  could  do  anony- 
mous E-trading  from  the  comfort  of  his  home  PC,  with- 
out making  any  suspicious  phone  calls  or  getting  on  a 
plane.  Might  the  government  have  to  throw  up  its  hands 
someday,  accepting  the  libertarian  view  that  laws  against 
insider  trading  just  impede  the  efficiency  of  the  market- 
place? 

Someday  it  might.  In  the  meantime,  the  government  is 
trying  to  put  the  crypto  genie  back  into  the  bottle.  The 
current  export  controls  permit  the  sale  of  weak  crypto  ( the 
sort  that  could  be  cracked  by  the  National  Security 
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The  si      m  ths  greenfe  idk 

In  a      t  Au  of  Engraving     .'kiting  building  just 
acr-     .;ie  Potomac's  Was!  ligton  Channel  from  the  Jef- 
fr  .ai  Memorial,  printin   presses  the  size  of  moving 
, .  •  s  ^rind  out  sheer     -  dollar  bills.  Ink-spattered  work- 
tend  me  mach  icry  with  screwdrivers  and  oilcans. 

That  operation,  along  with  the  green  paper  it  pro- 
duces, may  soon  fall  victim  to  the  computer  age.  If  so, 
die  federal  government  will  lose  a  lucrative  source  of 
revenue.  "The  Federal  Reserve  is  the  most  profitable 
business  there  is,"  says  Walter  Wriston,  former  Citibank 
chairman.  "They  don't  have  to  pay  for  their  inventory." 
Here's  why:  As  long  as  the  public  holds  paper  money,  it 
is,  in  effect,  giving  the  federal  government  an  interest- 
free  loan.  The  dollars  are  simply  a  non-interest-bearing 
iou  issued  by  the  Federal  Reserve. 

For  most  of  recorded  history  monarchs  and  central 
banks  have  considered  it  their  divine  right  to  control  the 
money  supply.  When  they  succeed  in  doing  so,  they  can 
finance  their  operations  in  part  by  skimming  some  of 
the  money.  "Seigniorage"  is  what  the  economists  call  the 
process.  In  the  old  days  seigniorage  took  the  form  of 
coin  clipping — the  royal  mint  would  issue  a  sovereign 
with  less  than  a  sovereign's  worth  of  gold  in  it.  Now- 
adays seigniorage  takes  place  when  the  government 
issues  bills  that  erode  with  inflation. 

In  a  digital  world  cybermoney  becomes  an  ever- 
greater  threat  to  the  government's  monopoly  over 
dollar  issuance. 

Over  the  last  three  decades  it  has  become  easier  to 
move  and  hold  money  in  noncash  forms.  American 
Express  first  stole  away  some  of  the  government's  float 
by  persuading  tourists  to  replace  paper  money  with  trav- 
elers' checks.  Later,  instead  of  holding  a  no-interest 
checking  account  at  a  bank,  which  in  turn  holds  a  no- 
interest  account  at  a  Federal  Reserve  bank,  you  could 


own  shares  in  a  money  market  fund  and  use  those 
shares  like  money. 

Credit  cards,  too,  cut  down  on  the  need  to  carry 
paper  money. 

Frequent-flier  miles  could  be  next.  If  the  airlines 
made  these  mileage  accounts  freely  transferable,  they 
would  turn  into  a  dollar  alternative  that  would  hold 
their  value  much  better  than  a  greenback. 

Next  in  the  evolution  of  the  dollar  competitors:  digi- 
tal cash,  exchanged  over  the  Internet  and  stored  on  disk 
drives  or  microchip-enhanced  smart  cards.  In  principle 
the  technology  gives  anyone  with  a  server,  a  network 
connection  and  a  command  of  cryptographic  protocols 
the  ability  to  mint  money.  Your  unit  of  account  doesn't 
have  to  be  non-interest-bearing  dollars;  it  could  be  a 
claim  on  a  pile  of  interest- bearing  Treasury  bills  or 
shares  in  the  Magellan  Fund. 

The  Internet's  global  reach  solves  the  acceptance 
problems  that  private  currencies  used  to  encounter  in 
the  19th-century  days  of  free  banking.  And  the  Web  is 
the  perfect  place  to  post  a  rating  newsletter  that  could 
tell  potential  users  whose  currency  is  the  most  trust- 
worthy or  widely  accepted. 

Robert  Hettinga,  who  runs  the  Boston  Digital  Com- 
merce Society,  predicts  that  digital  cash  will  first  gain 
currency  as  a  medium  for  small  on-line  transactions, 
such  as  payments  for  downloading  inexpensive 
software.  Once  people  gain  confidence  in  the  banks 
that  issue  digital  money  and  the  software  that  moves  it, 
they  will  trust  them  with  larger  sums. 

Among  the  companies  working  on  digital  cash  sys- 
tems: Citicorp,  Microsoft,  Digital  Equipment  Corp.  and 
Nomura.  The  systems  all  have  one  tiling  in  common: 
The  U.S.  Treasury  gets  cut  out  of  the  float. 

Could  the  federal  government  attempt  to  regulate  or 
tax  competing  money  systems  away?  The  issuers  could 
simply  relocate  to  Zurich  or  Singapore.     -J.  McH.  WM 


Agency)  but  not  crypto  that  would  take  the  NSA  a  trillion 
years  to  crack. 

The  problem  is  that  the  basic  tricks  are  widely  known; 
indeed,  die  equation  that  drives  these  public  key  systems 
was  published  by  a  Swiss  mathematician  in  the  1760s.  Any 
reasonably  competent  Russian  programmer  can  reinvent 
the  software  from  scratch,  and  that  is  just  what  is  happen- 
ing (see  box,  p.  174).  At  this  point,  trying  to  regulate  cryp- 
tography is  like  trying  to  cut  the  murder  rate  by  regulat- 
ing the  sale  of  kitchen  knives. 

The  next  batdeground  will  be  fought  over  digital  cash. 
One  system,  Mondex,  has  been  adopted  by  an  interna- 
tional consortium  of  banks  led  by  National  Westminster. 
The  system,  however,  includes  a  digital  trail  diat  could  be 
subpoenaed. 

Not  good  enough,  says  cryptographer  David  Chaum, 
whose  rival  product,  E-cash,  is  anonymous  and  untrace- 
able— except  to  the  spender.  Customers  want  anonymity, 
he  says — that's  why  2.6  billion  $100  bills  are  in  circulation. 

Chaum  distances  himself  fr<  im  the  libertarian  crowd,  but 


his  preaching  about  getting  snoops  off  our  backs  is  music 
to  their  ears.  His  invention  may  very  well  lead  to  the  soci- 
ety espoused  by  Friedman  and  Parekh,  in  which  wide- 
spread encryption  forces  the  government  to  accept  a  less 
intrusive  role  in  information  flow. 

Now  the  government  polices  what  can  be  claimed  about 
a  prescription  drug,  what  can  be  said  in  a  real  estate  ad, 
who  can  talk  about  a  publicly  traded  stock  and  when,  and 
who  can  finance  a  political  ad.  Is  all  this  necessary  to  pre- 
serve the  union  and  insure  domestic  tranquility?  The 
answer  depends  on  your  politics.  If  you  are  a  Big  Govern- 
ment liberal  or  Big  Government  right-winger,  the  answer 
is  yes.  But  not  everyone  thinks  we  need  as  much  govern- 

"I  don't  think  terrorists  will  say,  'Since 
there's  a  law  against  strong  cryptography, 
we  won't  use  it. '"-Ian  Goldberg 
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Ian  Goldberg 
With  100  billion 
tries  an  hour,  he 
cracked  a  code. 


ment  as  we  currently  have. 

When  he  was  a  16-year-old  high-school  student  in  Lib- 
ertyville,  111.,  Sameer  Parekh  typed  Henry  David  Thoreau's 
9,000-word  essay  "Civil  Disobedience"  into  an  Apple  II 
GS  computer  and  posted  it  to  an  electronic  bulletin  board. 
The  treatise  begins:  "I  heartily  accept  the  motto  'That  gov- 
ernment is  best  which  governs  least,1  and  should  like  to  see 
it  acted  up  to  more  rapidly  and  systematically.  Carried  out, 
it  finally  amounts  to  this,  which  also  I  believe, — 'That  gov- 
ernment is  best  which  governs  not  at  all.'" 

Look  Thoreau's  "Civil  Disobedience"  up  on  the  World 
Wide  Web  and  chances  are  you'll  see  "typed  by:  Sameer 
Parekh....  1/12/1991"  at  the  end  of  the  text.  Over  the 
years,  scores  of  people  have  made  copies  of  the  document 
and  posted  them,  complete  with  Parekh's  name  and  typos, 
on  their  own  Web  sites. 

Thoreau's  essay  paraphrases  another  hero  of  Parekh's, 
Thomas  Jefferson.  It  happens  that  one  of  Jefferson's  many 
passions,  along  with  fighting  to  keep  the  fledgling  U.S. 
government  as  small  as  possible,  was  cryptography.  In  the 
1790s  he  invented  an  elegant,  handheld  rotary  cipher 
machine.  What  could  he  have  done  with  a  laptop! 

There  is  something  about  the  Internet  that  brings  out 
resistance  to  authority.  "Libertarianism  is  much  more 
important  in  cyberspace  than  in  real  space,"  says  David 
Friedman.  "Nearly  all  political  discussion  on-line  is  pro-  or 
antilibertarian.  Libertarianism  is  the  central  axis." 

Libertarianism  as  a  central  axis?  Perhaps.  The  cyberheads 


have  always  been  defiant  of  authority,  going  back  to  the 
Phone  Phreaks  of  the  1970s,  who  used  their  knowledge  of 
electronics  to  beat  Ma  Bell  out  of  long-distance  charges. 
Some  of  the  phone  acrobats  evolved  into  today's  self- 
styled  "cvpherpunks,"  a  term  combining  the  science  fic- 
tion genre  cyberpunk  with  the  British  spelling  of  "cipher." 
The  cypherpunk  clan  (check  out  the  Internet  newsgroup 
"alt.cypherpunk")  includes  John  Gilmore,  one  of  the  first 
employees  at  Sun  Microsystems  and  an  early  member  of 
the  Electronic  Frontier  Foundation.  The  libertarian  axis 
is  particularly  strong  in  the  EFF,  which  defends  hackers 
and  cryptographers  against  their  federal  adversaries. 

At  Berkeley,  Parekh  programmed  E-mail  servers  to  allow 
subscribers  to  send  and  receive  E-mails  anonymously  or 
under  pseudonyms,  and  to  surf  the  Web  through  a  spe- 
cially programmed  "anonymizer"  server  without  leaving 
the  electronic  trail  that  could  let  the  Web  site  operators — 
or  an  enforcer  for  the  Securities  &  Exchange  Commis- 
sion— know  who  visited  and  when.  After  dropping  out  of 
Berkeley  in  1995,  he  went  full  time  into  the  business  of 
protecting  Web  surfers'  identities. 

Realizing  that  his  subscribers'  privacy  was  only  as  secure 
as  the  servers  their  accounts  sat  in,  Parekh  invited  his 
friends  in  the  hacker  community  to  try  to  break  into  Web 
servers  sold  by  Microsoft  and  Netscape.  Successful  break- 
ins  were  rewarded  with  T  shirts.  The  results  ("I  had  to  stop 
giving  T  shirts  out")  convinced  him  that  the  real  money 
to  be  made  was  in  selling  crackproof,  Web-server  software. 


Forbes  ■  September  8,  1997 


177 


With  Microsoft  and  Netscape  restrained  by  U.S.  law 
from  exporting  server  software  with  strong  encryption, 
Parekh  saw  an  opportunity.  He  took  a  copy  of  Apache,  a 
popular  server  software  package  available  free  on  the 
Internet,  and  set  about  the  arduous  task  of  weaving  heavy- 
duty  encryption  programs  into  the  server  software.  Once 
he  had  figured  out  how  to  do  that,  Parekh  contracted 
with  programmers  in  a  country  he  won't  name  (lest  the 
U.S.  lean  on  the  country  to  tighten  up  its  cryptography 
export  laws)  to  write  the  software  and  formed  a  sister  cor- 
poration in  the  Caribbean  tax  haven  of  Anguilla  to  sell  it 
to  the  rest  of  the  world. 

If  you  don't  like  the  tax  rate  or  export  laws  in  your 
native  country,  set  up  a  Web  server  in  a  Caribbean  tax 
haven,  on  the  Isle  of  Man  or  on  Vanuatu,  incorporate  there 
and  run  your  business  from  anywhere  over  the  Internet. 
Countries  like  those  use  low  taxes  and  secrecy  protection 
to  compete  for  corporate  custom. 

As  the  world  economy  becomes  less  land-  and  factory- 
based  and  increasingly  server-based,  expect  more  nations 
to  welcome  boundary-jumping  business.  Encryption  pro- 
vides two  essential  functions  in  this  sort  of  economy:  It 
keeps  transactions  secure  as  they  course  along  the  world's 
networks,  and  it  makes  the  nature  of  the  transactions  invis- 
ible to  the  prying  eyes  of  border  guards  and  tax  collectors. 

After  less  than  a  year,  C2Net's  encryption -studded  soft- 
ware is  running  on  about  30,000  domains — more  than  any 
other  commercial  software  outside  of  the  stuff  sold  by 


Netscape  and  Microsoft.  In  the  process,  the  U.S.  lost  a  few 
high-tech  jobs,  not  to  mention  the  taxes  on  the  sales  of  the 
software. 

As  more  and  more  business  transactions  are  hidden  from 
the  IRS  by  encryption,  Parekh  predicts,  tax  revenues  will 
decrease.  Declining  tax  revenues  will  lead  to  the  privatiza- 
tion of  many  of  the  government's  present  functions,  and 
people  will  be  more  free  to  choose  what  services  to  spend 
their  money  on.  They  will  even  be  free  to  choose  what 
kind  of  money  they  will  use. 

Maybe  it  won't  be  the  Federal  Reserve's  notes.  Curi- 
ously enough,  Fed  Chairman  Alan  Greenspan  is  not  entire- 
ly unsympathetic  to  the  libertarian  aim  of  taking  money 
out  of  the  exclusive  control  of  the  federal  government. 
Greenspan  was  a  libertarian  in  his  youth — a  regular  in  the 
salon  of  Ayn  Rand  (1905-1982).  Greenspan  predicts  that 
electronic  commerce  will  give  rise  to  private  currencies. 

"As  the  international  financial  system  becomes  ever 
more  complex,"  Greenspan  said  at  a  Treasury  conference 
last  year,  "we,  in  our  regulatory  roles,  are  being  driven 
increasingly  toward  reliance  on  private  market  self-regula- 

"With  crypto  being  easy  to  get,  it's  going  to 
be  difficult  for  governments  to  control  trans- 
actions between  people. "-Adam  Shostack 
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Going  offshore  on  the  Internet 

If  you  have  a  modem,  an  Internet  account  and  encryp- 
tion software,  you  can  start  a  Web  business  based  in  a 
Caribbean  tax  haven.  Just  get  in  touch  with  Offshore 
Information  Services  Ltd.  (www.offshore.com.ai),  an 
Anguillan  company  started  in  1994  by  Vincent  Cate. 
Cate,  33,  is  a  U.S.  expatriate  with  degrees  in  computer 
science  from  Berkeley  and  Carnegie  Mellon. 

Send  him  your  name,  phone  number,  E-mail  address 
and  a  proposed  Web  address  for  your  business.  Cate  sets 
up  the  Web  site  and  arranges  for  an  Anguillan  lawyer  to 
check  your  references  and  register  your  corporation.  As 
long  as  the  background  checks  don't  reveal  you  to  be  a 
fraud,  a  felon  or  a  "spammer"  (a  purveyor  of  junk  E- 
mail),  you'll  be  in  business.  Cate  claims  to  have  set  up  a 
dozen  on-line  businesses  this  way. 

Cate  will  send  you  forms  to  open  a  corporate  account 
with  an  Anguillan  branch  of  Barclay's  or  Scotia  Bank,  or 
with  the  National  Bank  of  Anguilla.  You  can  pay  his 
SI, 500  fee  by  check,  credit  card,  electronic  wire  transfer 
or  a  digital  currency  like  CyberCash  or — if  you  want  the 
transaction  to  be  untraceable — Digicash  Inc.'s  E-cash. 
To  get  E-cash,  you  can  open  an  account  with  Mark 
Twain  Bancshares  over  the  Internet  (www. 
marktwain.com).  Mark  Twain,  acquired  in  April  by 
Mercantile  Bancorp,  is  the  only  U.S.  bank  issuing  E- 
cash,  but  Deutsche  Bank,  Australia's  Advance  Bank  and 
Norway's  Den  Norske  Bank  issue  it  as  well. 


Why  would  you  want  to  start  an  offshore  Web  busi- 
ness? Perhaps  to  hawk  a  stock-tip  letter,  microchip 
designs  or  saucy  limericks.  You  can  accept  credit  card 
payments  over  the  Internet. 

Cate's  server,  running  your  Web  page,  is  equipped 
with  software  by  C2Net  (see  story)  that  encrypts  the 
payment  sessions. 

Anguilla  doesn't  levy  any  tax  on  ventures  like  this 
one.  Neither  does  it  cooperate  with  the  Internal  Rev- 
enue Service  in  tracking  down  U.S.  tax  dodgers.  But 
don't  try  dealing  drugs.  Anguilla  does  occasionally  team 
up  with  the  Drug  Enforcement  Administration. 

What  do  you  do  with  your  revenue?  The  money,  from 
charge  card  credits,  will  be  deposited  in  the  Anguillan 
account  of  your  corporation.  You  can  spend  the  money 
by  drawing  on  it  with  a  corporate  credit  card  or  debit 
card.  That  means  you  could  make  cash  withdrawals 
without  visiting  Anguilla;  just  use  the  debit  card  at  a 
U.S.  automatic  teller  machine. 

Is  this  activity  legal?  Yes,  if  you  tell  the  IRS  about  it  and 
pay  tax  on  your  take.  On  Schedule  B  of  your  1040,  you 
have  to  fess  up  to  owning  an  offshore  bank  account. 
Leave  off  the  information  and  you  have  committed  a 
felony. 

An  IRS  spokesman  says  the  agency  has  no  special  pro- 
grams to  address  the  tax-collection  difficulties  posed  by 
encryption  and  Internet  access  to  offshore  business. 
Maybe  the  agency  should  look  into  it. 

-J.McH.  wm 


tion  similar  to  what  emerged  in  more  primitive  forms  in 
the  1850s  in  the  United  States." 

Greenspan  made  it  clear  that  he  did  not  think  the  gov- 
ernment should  seek  to  stem  the  tide,  even  though  it  will 
undermine  the  authority  of  organizations  like  his  Federal 
Reserve  Board.  "I  am  especially  concerned,"  he  went  on, 
"that  we  not  attempt  to  impede  unduly  our  newest  inno- 
vation, electronic  money,  or,  more  generally,  our  increas- 
ingly broad  electronic  payments  system." 

Ian  Goldberg  is  working  on  that  very  innovation,  fold- 
ing encryption  schemes  together  to  create  a  universal  dig- 
ital currency  that  will  incorporate  all  the  disparate  forms  of 
digital  cash  in  the  electronic  marketplace.  Goldberg,  24,  a 
Canadian  graduate  student  at  Berkeley,  spends  most  of  his 
time  tinkering  with  and  poking  into  cryptosystems. 

In  September  1995  Goldberg  sent  a  chill  down 
Netscape's  spine  (and  a  ripple  through  its  stock  price) 
when  he  announced  that  he  and  a  colleague,  David 
Wagner,  had  found  a  major  vulnerability  in  the  security 
layer  of  the  Navigator  Web  browser.  Sixteen  months  later, 
in  response  to  a  challenge  by  security  software  company 
RSA,  Inc.,  Goldberg  devised  a  program  that  harnessed  the 
spare  computing  cycles  of  about  250  assorted  workstations 
in  Berkeley's  computer  science  department  to  attack  a  mes- 
sage encrypted  with  a  40-bit  key,  the  government's  limit 
on  unregistered  encryption  software  for  export.  Trying 
1 00  billion  keys  an  hour,  Goldberg's  gang  broke  the  cipher 
in  3%  hours.  The  experiment  got  noticed. 


Where  does  all  this  end?  Goldberg  predicts  that  tax  laws 
and  commercial  regulations  will  need  to  change  to  adapt 
to  the  world  of  encrypted  on-line  business.  The  FBI  will 
have  to  go  after  bombers  by  keeping  an  eye  on  ammoni- 
um nitrate  rather  than  its  ear  on  phone  lines.  "Taxes  will 
have  to  be  based  more  on  physical  things  like  land — assum- 
ing one  believes  in  taxation  at  all,"  he  says.  "With  encryp- 
tion, not  only  can  you  hide  your  transactions,  but  your 
assets  as  well.  Intellectual  property  can  be  hidden  easily." 

As  for  governmental  restrictions  on  encryption,  Gold- 
berg finds  them  more  ridiculous  than  pernicious.  "I  don't 
think  terrorists  will  say,  'Since  there's  a  law  against  strong 
cryptography,  we  won't  use  it.'" 

Against  all  this  governments  are  fighting  a  battle  they 
have  no  prayer  of  winning,  says  Walter  Wriston.  Fortified 
with  strong  cryptography  and  growing  exponentially,  Wris- 
ton says,  the  Internet  will  irrevocably  weaken  governments 
as  we  know  them.  "They  haven't  got  a  chance  in  hell  with 
that  thing,"  he  chuckles.  "There's  no  way  anybody  can 
control  it." 

We  do  not  know  where  all  this  will  end,  and  neither 
does  anyone  else,  but  for  better  or  worse,  the  implications 
for  politics,  for  economics  and  for  human  freedom  are 
enormous.  The  20th  century  was  the  century  of  Big  Wars 
and  Big  Governments — fascist,  communist,  welfare  state. 
The  21st  century  is  going  to  be  something  quite  different. 

(Several  earlier  Forbes  stories  on  encryption  are  available 
on  our  Web  site,  www.forbes.com.)  MM 
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Unlimited  trust  equals  unlimited  possibilities. 


Trust  provides  a  platform  from  which  opportunities  are  created  and 
innovative  solutions  are  discovered.  Generale  Bank,  the  largest 
commercial  hank  in  Belgium,  made  a  strategic  decision  to  raise 
subordinated  debt  through  the  issuance  of  perpetual  debt  in  private 
markets.  Bankers  Trust  anticipated  this  need  and  developed  an 
innovative  solution,  including  four  separate  private  placements 
that  brought  in  new  investor  bases  in  Europe  and  Japan.  This 
allowed  Bankers  Trust  to  complete  the  transaction  at  very  attractive  terms.  We  welcome  the 
opportunity  to  discuss  how  we  can  develop  equally  innovative  solutions  to  your  financial  challenges. 


SUBORDINATED 
PERPETUAL  CAPITAL 

Private  Placements 

Yen  25  Billion 
NLG  190  Million 
US  $118  Milium 
DM  50  Million 

k  BankersTrust 


k  BankersTrust 

Architects  of  Value 


©1997  Bankers  Trust  New  York  Corporation  and  its  affiliated  companies. 
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Making  the  world  safe 
for  cigarettes 


BY  RUSSELL  SEITZ 


Russell  Seitz  is  an 
affiliate  of  The  John  M. 
Olin  Institute  for 
Strategic  Studies  at 
Harvard  University  in 
Cambridge,  Mass. 


Think,  for  a  moment,  of  the  money  that  has 
been  spent  to  make  sure  that  airline  seats  can 
be  used  as  flotation  devices.  When  was  the 
last  time  that  someone  paddled  away  from  an 
aircraft  wreck?  Nevertheless,  the  federal  gov- 
ernment wants  you  to  know  that  it  is  con- 
cerned with  what  might  happen  to  you  in  an 
airline  crash. 

So  tell  me:  Why  doesn't  the  government 
put  some  money  into  cigarette  safety?  Given 
that  some  people  are  determined  to  smoke  no 
matter  what  the  docs  tell  them,  isn't  their 
safety  something  the  feds  should  be  con- 
cerned about? 

Yes,  you  could  make  life  safer  for  inhalers  of 
both  firsthand  and  secondhand  smoke.  You 
could  reduce  cigarette  tar  emissions  and 
improve  building  air-cleaning  systems. 

Smoke  is  no  more  wanted  by  smokers  than 
coffee  grounds  by  cappuccino  addicts  or  a 
hangover  by  drinkers  of  red  wine.  No  one 
suggests  that,  instead,  we  should  ban  coffee  or 
red  wine.  Or  automobiles.  Vast  sums  have 
been  spent  to  good  effect  on  reducing  auto 
emissions  and  on  curing — as  well  as  prevent- 
ing— AIDS. 

Modern  advances  in  air-quality  improve- 
ment indoors  and  out  have  been  monumental. 
But  the  arsenal  of  combustion  science  has  yet 
to  be  brought  to  bear  on  the  politically  anath- 
emetized  cigarette.  Just  as  gasoline  taxes  con- 
tribute to  eliminating  highway  hazards,  taxes 
imposed  on  smokers  should  go  toward  bring- 
ing the  technology  of  nicotine  ingestion  out 
of  its  horse-and-buggy  days. 

The  hazard  of  smoking  is  a  problem  for  the 
National  Institutes  of  Health  to  solve,  not  for 
the  FDA  to  mandate  out  of  existence. 

Only  one-tenth  of  one  percent  of  a  ciga- 
rette is  nicotine,  and  it  should  not  take  a 
rocket  scientist  to  devise  a  means  of  volatiliz- 
ing that  small  drop  of  active  ingredient  with- 
out generating  a  thousand  times  its  weight  in 
burning  leaves.  Fire  is  fire,  and  how  we  con- 
trol its  progress  dictates  the  relative  presence 
or  absence  of  benzopyrans  and  the  other  car- 
cinogens that  can  spew  from  car  engines, 
barbecues  and  cigars  alike.  A  penny's  worth 
of  activated  carbon  or  a  pinch  of  an  oxida- 


tion catalyst  could  make  the  cigarette  a 
safer  product. 

Yes,  I  know  how  the  anti-tobacco  lobby 
would  respond:  Perish  the  thought. 

Smokers  ought  to  manifest  their  concern 
for  those  who  are  irritated  by  their  proximity 
by  themselves  demanding  more  energetic 
efforts  at  indoor  filtration.  Airlines,  for  exam- 
ple, have  long  displayed  a  reluctance  to  pay  to 
operate  their  cabin  air  filters  at  full  blast. 
Except  in  the  cockpit — -pilots  are  allowed  to 
smoke  and,  because  of  adequate  filtration,  the 
fact  that  they  do  so  goes  undetected  by  the 
most  vehement  antismokers  aboard. 

Can't  we  volatilize  a  drop  of 
active  ingredient  without 
generating  a  thousand  times 
its  weight  in  burning  leaves? 


The  Clinton  Administration  has  yet  to 
declare  the  FDA's  right  to  strip  cholesterol 
from  the  nation's  arteries  by  limiting  the  fat 
content  of  burgers,  to  regulate  caffeine  to  ban 
the  heartthrob  of  espresso  or,  the  repeal  of 
Prohibition  notwithstanding,  to  wind  the 
alcohol  level  of  all  beverages  down  to  the  level 
of  Coors  Light.  This  is  not  to  say  that  some 
neo- Prohibitionists  won't  want  to  try  after 
they've  finished  with  the  smokers. 

The  nation's  50  million  smokers  remain  at 
liberty  to  vote  en  bloc  for  a  fussbudget-free 
Congress.  Are  the  pols  ready  to  accommodate 
smokers? 

Congressman  Henry  Waxman  (D-Calif. ) 
and  ex-FDA  chief  David  Kessler  would  rather 
pay  for  color-coding  the  Braille  signs  on 
wheelchair  ramps.  The  absurdity  of  antismok- 
er  legislation  has  reached  its  peak  in  Massa- 
chusetts. There  a  fine  awaits  anyone  daring  to 
light  up  out  of  doors  on  the  downwind  rail  of 
a  ferry  that  itself  is  spewing  a  millionfold 
greater  plume  of  black  exhaust  from  a  smoke- 
stack amidships. 

Enough  of  this  puritanical  witch-hunt. 
Rather  than  banning  what  many  people 
regard  as  pleasure,  why  not  spend  some 
money  to  make  it  safer?  WM 
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Te^vcUmg  )c\M  How  Business  WovUs  By  Greg  Matusky 


A 

J  Is  America  approaches  the  new 
millennium  and  continues  its  worldwide 
economic  leadership,  it  can  anticipate 
its  workforce  of  the  future:  one  of  techni- 
cal competency  and  deep  appreciation 
of  the  free  enterprise  system. 

Since  1919,  Junior  Achievement 
has  served  as  an  incubator  of  young 
minds,  educating  and  enlightening  our 
youth  to  the  powers  and  wonders  of  the 
American  economic  system.  With  the 
help  of  volunteers  from  corporations, 
industry  and  small  businesses,  Junior 
Achievement  has  touched  the  lives  of 
more  than  20  million  American  youths 
by  delivering  real-world  economic 
lessons  on  profit  and  loss.  Junior 
Achievement  has  lived  up  to  its  purpose 
statement  to  "educate  and  inspire  young 
people  to  value  free  enterprise,  business 
and  economics  to  improve  the  quality  of 
their  lives." 

"Our  goal  is  to  provide  youths  with 
a  better  understanding  of  business  so 
that  employers  end  up  with  a  smarter, 
well-trained  workforce,"  says  James  B. 
Hayes,  president  and  CEO  of  Junior 
Achievement. 

And  it's  doing  it  on  a  massive 
scale.  During  the  1996-1997  school 
year,  2.8  million  students  were  enrolled 
in  the  organization.  As  part  of  its  Impact 
2005  strategic  plan,  Junior  Achievement 
will  include  1 1  million  students  a  year 
by  the  year  2005. 

Volunteers  account  for  Junior 
Achievement's  success.  Some  78,000 
professionals,  most  of  whom  come 
from  the  ranks  of  business  and  industry, 
donate  their  time  and  expertise  to  the 
program.  These  volunteers  are  more 
than  instructors.  They  are  mentors, 
serving  as  important  role  models  for 
students  who  often  know  little  about 
entrepreneurship  and  the  world  of 
work.  These  volunteers,  who  typically 


contribute  an  hour  a  week  in  the  class- 
room, oversee  and  present  a  range  of 
age-appropriate  programs  for  elemen- 
tary, middle  and  high  school  students. 

The  Elementary  School  Program 
provides  the  tools  to  help  youngsters  in 
kindergarten  to  sixth  grade  understand 
their  positions  as  individuals,  workers 
and  consumers.  "I  thought  it  would  be 
boring,  but  then  it  became  fun,"  says 
Julia  Tepper,  9,  a  fourth  grader  in  Los 
Angeles,  about  her  third-grade  Junior 
Achievement  class,  Our  City,  one  of  the 
several  themes  used  in  the  elementary 
program.  "At  first  I  thought,  we're  just 
going  to  talk  about  jobs  and  stuff,  but 
then  it  turned  out  we  were  going  to  be 
able  to  make  a  city  and  have  our  own 
jobs,"  she  says. 

For  middle  and  high  school  stu- 
dents, Junior  Achievement  can  provide 
the  inspiration  and  motivation  to  attain 
personal  goals  and  success. 

"I  wanted  to  be  in  their  shoes," 
saysYesenia  Cardenas,  a  17-year-old 
from  Texas,  who  saw  in  her  Junior 
Achievement  leaders  a  life  she  too 
could  attain.  "You  see,  these  consultants 
were  not  only  our  tutors,  they  were  our 
friends  and,  most  important,  our  role 
models.  They  became  the  image  of 
another  life  that  many  young  people 
in  our  community  have  never  seen 
beyond  the  barriers  of  our  world." 

Cardenas,  who  is  now  a  sophomore 
at  Southern  Methodist  University 
studying  premed,  provides  anecdotal 
evidence  of  how  Junior  Achievement 
works.  The  Western  Institute  for  Research 
and  Evaluation  provided  hard  data  in  a 
recent  study: 

•  Students  participating  in 
Junior  Achievement's  Elementary 
School  Program  consistently  score 
higher  on  tests  on  economics  and 
business  knowledge  and  demon- 
strate a  better  understanding  of 
fundamental  business  concepts. 


Overfishing  in  the  world's  oceans  has  already  caused 

some  commercial  fisheries  to. 
close  their  doors. 
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ADM  has  built 
e  of  the  world's  largest 
indoor  aquaculture  facilities, 
and  is  continually  conducting 
research  into  other  new  food 
sources-because  you  can't  eat 
what  isn't  there. 
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•  African  American  and 
Hispanic  students  outperform 
their  elementary-grade  counterparts 
at  each  grade  level  on  tests  on 
economic  and  business  knowledge. 

•  Students  in  the  Elementary 
School  Program  demonstrate  better 
problem-solving  skills  in  authentic 
test  situations. 

To  continue  its  rich  tradition  of 
education  and  enlightenment,  Junior 
Achievement  needs  the  continued 
support  of  its  present  stakeholders  as 
well  as  new  ones  seeking  to  leave  their 
mark  on  the  next  generation  of  workers 
and  consumers.  Junior  Achievement's 
contributions  this  year  include  grants 
from  more  than  200  U.S.  corporations 
and  foundations.  These  companies 
understand  that  educating  our  children 
about  the  free  enterprise  system  through 
Junior  Achievement  offers  an  effective, 
grassroots  means  of  safeguarding 
the  economy  and  living  standards 
of  the  future. 


If  you  would  like  to  learn  more 
about  how  to  make  a  corporate 
contribution  or  to  become  a  Junior 
Achievement  volunteer,  please  call 
1  -800-THE  NEW  JA.  Or  visit  our  Web 
site  at  http://www.ja.org. 


Author  Greg  Matusky  has 
written  extensively  on  business 
topics  for  major  corporations  and 
national  publications.  Shean  Baylor 
contributed  to  this  article. 


J       James  B.  Hayes 

President  and  CEO  of  Junior  Achievement 
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It  is  the  place  of  role  models  to  lift  up  our  young  people  and  provide  them 
with  the  spirit  and  aspirations  to  achieve  future  greatness.  Recognizing  and  hon- 
oring these  role  models  is  the  purpose  of  Junior  Achievement's  National  Business 
Hall  of  Fame.  Founded  in  1975,  the  Junior  Achievement  National  Business  Hall 
of  Fame  is  today  comprised  of  1 68  Laureates.  This  year,  the  Hall  of  Fame,  in  con- 
junction with  Forbes  and  The  Gallup  Organization,  inducted  six  new  Laureates, 
all  of  whom  rank  as  important  icons  in  the  American  economic  scene  and  vital 
role  models  to  our  young  people. 

"Their  contributions  to  business  and  to  the  society  in  which  they  live  are 
reasons  enough  to  honor  them,"  said  John  Pepper,  chairman  and  CEO  of  Procter 
&  Gamble,  who  hosted  the  awards  ceremony.  "However,  these  individuals  are 
honored  for  another  important  reason  and  that  is  to  expose  our  children  to  them 
as  outstanding,  tangible  role  models  and,  hopefully  by  doing  this,  help  young- 
sters establish  higher  expectations  for  themselves." 

The  1997  inductees  were: 

•  Bernard  M.  Baruch,  industrialist  and  economic  adviser  and  confidante  to 

several  U.S.  presidents. 

•  Warren  E.  Buffett,  chairman  of  Berkshire  Hathaway,  Inc. 

•  Ruth  Handler,  cofounder  of  Mattel,  Inc.  and  inventor  of  the  Barbie  doll. 

•  John  H.  Johnson,  publisher,  chairman  and  CEO  of 
The  Johnson  Publishing  Company. 

•  Carl  H.  Lindner,  Jr.,  chairman  of  the  board  and  CEO,  founder  and 
principal  shareholder  of  American  Financial  Group. 

•  John  F.  Welch,  Jr.,  chairman  and  CEO  of  General  Electric  Company. 

For  many  of  the  inductees,  the  award  recognizes  those  personal 
commitments  to  integrity  that  our  young  people  need  to  know  and  understand. 
As  John  F.  Welch,  Jr.,  related  to  the  youth  in  attendance,  "Make  absolute  integrity 
the  compass  that  guides  you  in  everything  you  do.  And  surround  yourself  only 
with  people  of  flawless  integrity." 
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If  you  ?    in  the  software  business  you  can 

be  si '      live  to  Bill  Gates  and  perhaps  regret  it. 

Or x    can  fight  him  every  inch  of  the  way— and  really  regret  it. 

Bill  Gates 

and  the  Billophobes 


By  Julie  Pitta 


Ex- Novel  I  boss, 
Raymond  Noorda 
KO'd  by  Microsoft 
in  the  1980s, 
he's  back  for 
another  round. 


Oracle's  Lawrence  Ellison 
Never  misses  a  chance 
to  take  a  swipe  at  Bill 
Gates.  Now  he  wants 
to  take  him  on 
in  desktop  software. 


Farzad  Dibachi,  the  33-year-old  founder  of  Diba,  Inc., 
had  it  made.  Only  15  months  after  he  started  the  Menlo 
Park,  Calif,  firm  to  make  software  for  Internet  appli- 
ances, Microsoft  was  knocking  on  his  door.  In  February 
the  Redmond,  Wash,  giant  broached  the  idea  of  an 
acquisition. 

Dibachi  rejected  the  buyout.  He  says  he  would  rather  be 
a  rival  to  Bill  Gates  than  be  a  cog  in  the  Gates  machinery. 

He  soon  learned  that  the  Microsoft  juggernaut,  once 
rolling  toward  an  objective,  isn't  easily  deflected.  Two 
months  after  being  rebuffed  by  Dibachi,  Microsoft  agreed 
to  purchase  Diba's  rival,  WebTV,  for  an  extremely  gener- 
ous $425  million.  This  for  a  firm  that,  like  Dibachi's,  had 
nominal  revenue.  After  the  WebTV/Microsoft  deal, 
Dibachi  got  a  personal  taste  of  Microsoft's  power. 
Hitachi,  which  had  been  interested  in  manufacturing 
Internet  terminals  using  Diba's  software,  shunned  Diba 
in  favor  of  Microsoft- backed  WebTV.  Other  PC  vendors 
were  likely  to  follow  suit.  A  desperate  Dibachi  cast  about 
for  a  rescuer.  In  August  he  sold  his  company  to  Sun 


Microsystems,  Inc.  for  less  than  $100  million.  That's 
probably  far  less  than  Microsoft  would  have  offered. 

It  was  a  financial  comedown,  but  now  Dibachi  had  an 
ally  in  Scott  McNealy,  the  cofounder  and  chief  executive 
of  Sun.  McNealy  is  one  of  Gates'  most  outspoken  critics. 

What  should  a  self-respecting  entrepreneur  do  when 
Microsoft  comes  to  call?  Embrace  Microsoft?  After  a 
decade  and  a  half  of  rivalry — and,  at  one  point,  bitter  lit- 
igation— Apple  Computer  did.  Steven  lobs  just  accepted 
a  $150  million  welfare  payment  from  Microsoft  to  help 
keep  his  company  alive. 

Not  Sun.  It  will  get  chummy  with  Microsoft  over  Scott 
McNealy's  dead  body. 

McNealy  stubbornly  refuses  to  equip  his  network 
servers  with  Microsoft's  Windows  NT.  That  means  telling 
Sun's  customers  that  they  either  have  to  use  Unix,  an 
operating  system  that  Microsoft  does  not  control,  or  go 
elsewhere.  Which  is  just  what  some  of  them  do.  Hewlett- 
Packard  is  happy  to  sell  servers  equipped  with  Windows 
NT  and  is  stealing  away  Sun's  customers.  NT  recendy  over- 
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took  Unix        w  server  installations. 

Could  Slealy,  like  Dibachi,  be  suffering  from  what 
PC  gur  .  ther  Dyson  calls  Bi'i  Envy?  "Just  about  all  the 
guys  the  business  have  it,"  Dyson  says.  "It  makes  them 
fee'  adequate  and  it  makes  them  do  stupid  things.  He's 
t'  Lorschach  blot  of  the  industry.  What  people  think  of 
Bill  tells  more  about  them  that  it  does  about  him." 

"I  don't  have  Bill  Envy,"  McNealy  quips.  "I  have  a 
great  wife,  a  nice  house  and  I'm  sure  my  kid  is  smarter 
than  his  kid." 

"Is  there  Bill  Envy  in  Silicon  Valley?"  Dibachi  asks  him- 
self out  loud.  "There's  money  envy  in  Silicon  Valley,  and 
Bill's  got  a  lot  of  money." 

We  prefer  to  call  it  "Billophobia"  because 
it  goes  beyond  envy  and  embraces  fear 
and  dislike.  Does  Billophobia  some 
times  cloud  people's  judgment  in 
Silicon  Valley?  Almost  certainly. 

We  put  the  question  i 
Gates  himself.  "There 
some  people  in  the  past 
were  very  focused  on  du 
eating  what  Microsoft  di 
and  were  very  jealous  of 
what  we  had  achieved," 
Gates  says  with  a  smile. 
"And  what  they  did 
was   to    their   own  jj 
detriment.    Is  that 
repeating  itself?  It's 
hard  to  say.  When 
does  it  go  from  being 
pure   economics  or 
competition  to  being 
an  emotional  and  irra- 
tional set  of  reactions?  I 
guess  we'll  know  in  10 
or  20  years." 

The  competitive  strug- 
gle here  is  more  complicat- 
ed than  the  give-'em-hell 
rivalry  you   would  expect 
between  Ford  and  General  Motors. 
At  the  same  time  they  compete,  com- 
puter companies  have  to  cooperate, 
or  their  products  won't  work  togeth- 
er. There  is  no  one  supplier  that  can 
meet  all  of  a  customer's  hardware  and 
software  needs,  as  did  the  IBM  of  yore. 

So  why  doesn't  McNealy  supply 
Sun  servers  (powerful  computers  that  stand  at  the  hub  of 
a  network)  with  the  popular  Windows  NT  preinstalled? 
McNealy  argues  that  succumbing  to  the  pressure  for  Win- 
dows NT  would  put  Sun  at  risk  of  degenerating  into  a 
low- margin  assembler  of  boxes  whose  profits  would  go  to 
Microsoft  in  the  form  of  software  royalties.  Better  to  fight 
than  to  yield. 

McNealy  has  a  plausible  weapon  with  which  to  resist 
the  Microsoft  military  machine:  Java.  This  is  intended  as 
the  Esperanto  of  computer  languages,  understood  by 


Microsoft's  William  Gates 
Has  Billophobia 
clouded  people's 
judgment  in 
Silicon  Valley? 


most  brands  of  hardware.  McNealy  and  his  allies  have 
ambitious  plans  for  Java.  They're  pushing  it  as  an  operat- 
ing system  to  compete  with  Microsoft's  Windows,  the 
software  that  runs  on  80%  of  today's  PCs. 

Although  today's  Java  is — like  most  new  software — 
slow  and  unreliable,  the  anti-Microsoft  crowd  sees  salva- 
tion in  it.  Longtime  Gatesophobes  IBM,  Apple  Computer 
and  Novell,  Inc.  were  early  Java  enthusiasts.  Newer 
phobes  like  Corel  (which  competes  with  Microsoft  in 
office  productivity  software),  Oracle  Corp.  (the  database 
designer)  and  Netscape  Communications  (Microsoft's 
Internet  rival)  have  eagerly  signed  on.  L.  John  Doerr,  the 
famed  venture  capitalist  who  funded  both  Sun  and 
Netscape  and  continues  to  sit  on  their  boards, 
has  established  a  $100  million  fund  to  back 
fledgling  Java  software  developers. 

The  Java  consortium  is  not  the  first 
anti-Bill  Gates  gang.  In  the  mid- 
)s,  software  companies  ral- 
around  IBM's  OS/2.  When 
S/2  flopped,  it  took  an 
assortment  of  application 
programs  down  with  it. 
Lotus  Development 
Corp.,  WordPerfect 
Corp.  and  Borland 
International  all  lost 
their  dominant  posi- 
tions (in,  respective- 
ly, spreadsheets, 
•.  word  processors  and 
programming  lan- 
guages) because 
they  banked  on 
OS/2  and  came 
around  to  Windows- 
compatible  versions  of 
their  software  too  late. 
They  paid  dearly  for 
their  Billophobia. 
After  the  OS/2  disaster, 
IBM  cooked  up  another  anti- 
Gates  plan:  The  project,  temporarily 
named  Pink,  would  be  an  entirely 
new  operating  system — one  that, 
without  changes,  could  run  on  any 
piece  of  hardware.  IBM  joined  forces 
with  its  rival,  Apple  Computer,  to 
write  the  new  code.  Motorola  was 
enlisted  to  design  a  superfast  micro- 
processor to  show  off  the  new  operating  system  to  its  best 
advantage.  The  Billophobes  embraced  Pink.  But  Pink  was 
never  finished,  and  last  year  IBM  and  Apple  quietly  closed 
the  doors  to  their  software  joint  venture. 

More  recently,  an  anti-Bill  Gates  consortium  lobbied 
federal  regulators  to  levy  sanctions  against  Microsoft. 
They  are  well  aware  that  in  the  old  days,  when  a  compa- 
ny became  too  powerful,  its  struggling  rivals  had  often 
received  succor  from  the  antitrust  crowd  in  Washington. 
At  various  times  Alcoa,  General  Motors,  IBM  and — believe 
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Are  all  your  talents  working  in  concert? 


An  impressive  range  of  skills 
can  be  found  in  almost  every 
organization.  The  challenge,  of 
course,  is  getting  them  to  per- 
form harmoniously. 

Andersen  Consulting  works 
to  help  synchronize  all  of  your 


vital  components:  strategy, 
technology,  process  and  people. 

With  vast  experience  in  each 
of  these  areas,  we  can  help  you 
seamlessly  blend  individual 
strengths  with  collective  goals. 
Because  these  days,  organiza- 


tions don't  perform.  Unless  they 
perform  together. 

Andersen 
Consulting 


Visit  our  web  site  at  http://www.ac.com. 
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it  or  not-  American  Airw.n  ;  felt  the  antitrust  lash 
because  had  become  too  dominant  in  their  respec- 
tive bu  sses. 

A-  c  of  the  precedents,  Sun,  Borland  and  Netscape 
hi  antitrust  lawyer  Gar)  Reback  to  work  the  corridors 
o  he  U.S.  Justice  Department.  Reback's  notable  success 
was  foiling  Microsoft's  plan  to  buy  financial  software 
designer  Intuit.  But  since  then  federal  regulators  have 
remained  rather  quiet  as  Microsoft  has  spread  its  reach 
into  the  Internet,  cable  and  entertainment.  But  attitudes 
toward  size  and  corporate  power  have  changed,  and  the 
Clinton/Gore  crowd  seems  more  anxious  to  embrace 
Gates  than  to  curb  him. 

The  fight,  however,  goes  on.  When  Netscape  intro- 
duced Navigator,  its  Internet  browsing  software, 
three  years  ago,  it  became  the  core  of  an  anti- 
Bill  Gates  consortium.  PC  makers  prein- 
stalled  Navigator  on  their  machines, 
and  software  vendors  wrote  pro 
grams  to  work  readily  with  Naviga- 
tor.    Microsoft's  competing 
browser,  Explorer,  arrived  later. 
By  then,  Netscape's  Navigator 
had  landed  70%  of  the  brows- 
er business. 

But  if  Bill  Gates  is  good 
at  making  enemies,  he  is 
adept  at  finding  allies  when 
he  needs  them.  At  one 
point,    Stephen  Case's 
America  Online  was  an 
enemy,  because  Microsoft 
was  pushing  a  new  on- 
line business  to  take  away 
AOL's  customers.  Now 
AOL  is  Microsoft's  friend. 
Microsoft  promised  to 
bundle  AOL  with  its  latest 
version  of  Windows.  What 
was    in    the    deal  for 
Microsoft?  America  Online 
agreed  to  drop  Netscape's 
browser      in      favor  of 
Microsoft's  Explorer. 

Now  Apple  has  defected 
from  the  get-Bill  coalition.  To  get 
Microsoft's  $150  million  and  its 
assurance  that  it  will  continue  to  write 
software  for  the  struggling  computer 
maker,  Steve  Jobs  agreed  to  drop 
Netscape's  Internet  browser  software 
in  favor  of  Microsoft's. 

The  Microsoft/Apple  investment  also  threatens  to 
weaken  Apple's  support  for  Java. 

McNealy  is  not  happy  "Bill  operates  mainly  on  senti- 
mentality, and  the  other  thing  he  operates  on  is  altruism," 
he  says  of  the  Apple  deal,  his  voice  dripping  with  sarcasm. 
"He  held  a  silent  gun  to  the  head  of  management  and 
said  if  he  doesn't  get  what  he  wants  he'll  stop  writing  soft- 
ware for  [Apple's]  Macinto  h." 


America  Online  Chief  Stephen  Case 
Once  a  Gates  foe,  now 
a  friend,  Case  was 
wooed  with  a  sweet 
bundling  deal. 


Apple's  change  of  allegiance  is  only  one  of  McNealy's 
problems.  Eager  to  make  Microsoft  a  follower  in  Sun's 
Java  parade,  McNealy  offered  Microsoft  a  Java  license. 
But  Gates  proved  the  better  negotiator:  Under  the  con- 
tract, Microsoft  has  the  right  to  "improve"  upon  Java  in 
any  way  it  wishes.  McNealy  has  threatened  to  revoke  the 
Java  license  if  Microsoft  makes  changes  to  Java  that  render 
it  incompatible  with  Sun's  version.  Microsoft  appears  to 
have  the  upper  hand  here. 

Sun's  predicament  recalls  Apple  Computer's  when  it 
entered  into  its  disastrous  deal  with  Microsoft  in  the  early 
1980s.  Desperate  to  get  Microsoft  to  write  office  pro- 
ductivity programs  for  its  struggling  Macintosh  PC,  Apple 
handed  over  the  recipe  for  its  user-friendly  operating 
system,  notably,  the  graphical  interface.  When 
Microsoft  came  out  with  a  copycat  operating 
system,  Windows,  Apple  sued.  After  a  long 
legal  battle,  Apple  lost  the  case:  The 
contract  had  not  stipulated  how 
Microsoft  could  use  Apple's  pre- 
cious  code.    Sun    may  have 
invented  Java,  but  there  is  a 
good  chance  Microsoft  will 
capitalize  on  it. 

Oracle  chief  Lawrence 
Ellison  has  a  bad  case  of 
Billophobia.  He  rarely 
misses  an  opportunity  to 
take      a     swipe  at 
Microsoft.    But  he's 
doing  more  than  just 
ranting.  He  is  entering 
the  desktop  software 
business    via  the 
coming  Network  Com- 
puter, a  $500  PC  for 
surfing  the  Internet. 
The  NC,  Ellison's  nick- 
name for  the  machine 
that  will  be  made  by 
manufacturers  like  RCA 
and   Zenith,   will  run 
Sun's    Java    and  not 
Microsoft's  Windows. 
Good  strategy  or  just  spite? 
The  problem  is  that  Oracle,  which 
sells  expensive  databases  to  large  cor- 
porations, has  never  designed  desk- 
top software. 

Edward  McCracken,  chief  execu- 
tive of  ex-Wall  Street  darling  Silicon 
Graphics,  is  a  classic  Billophobe.  Sil- 
icon used  to  coin  money  with  its  hardware  and  software 
package  that  allows  graphics  artists  to  produce  com- 
pelling three-dimensional  animations.  Nowadays  the 
world  is  moving  away  from  proprietary  systems  like  SG's 
and  toward  general  purpose  computers  running  Win- 
dows NT.  If  McCracken  embraced  NT,  he  could  probably 
sell  Silicon  Graphics'  3D  and  virtual  reality  software  to 
corporations  setting  up  commercial  World  Wide  Web 
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sites.  He'1        ibout  to  embrace  NT. 

Woulr1  i  scape  have  been  better  off  as  Microsoft's  ally 
rather      i  its  bitter  enemy? 

Ri  before  Netscape's  August  1995  initial  public 
offering,  Gates  approached  Netscape  Chief  Executive 
I  s  Barksdale  with  a  proposition:  The  two  companies 
would  enter  into  a  broad  alliance  in  which  they  would 
share  technology  and  Microsoft  would  buy  a  minority 
stake  in  the  promising  startup.  Barksdale  nixed  the  deal 
when  Microsoft  demanded  a  seat  on  Netscape's 
board  of  directors.  "Why  would  you  want  ^^s^^M 
a  spy  on  your  board?"  says  Barksdale. 
"It's  a  classic  Microsoft  game.  They 
learn  more  about  you  so  they  can 
hollow  you  out  to  the  core. 
Their  motives  are  not  pure. 

"If  we  had  done  anything 
differently  we  would  have 
been    eviscerated  and 
minuscule.  They  have  a 
winner-takes-all  attitude 
and     anybody  who 
thinks  you  can  buddy 
up  to  them  is  just  plain 
naive." 

Ray    Noorda,  the 
former  chief  executive 
of  Novell  Inc.,  became 
a    Billophobe  more 
than  a  decade  ago  and 
has  yet  to  shake  it.  In 
the  early  1980s  Noorda 
took  over  Novell,  an 
eccentric  little  computer 
company  started   by  a 
group    of   talented  but 
undisciplined  Brigham  Young 
University  engineers.  Noorda 
transformed  it  into  the  leading 
supplier  of  software  for  connecting 
office  pes.  But  Noorda  eventually 
grew    dissatisfied    with    life  in 
Microsoft's  growing  shadow. 

When  Microsoft  branched  out  into 
the  networking  market  that  Novell 
dominated,  a  vengeful  Noorda  decided  to  take  Gates  on  in 
Microsoft  territory f operating  systems  and  applications  like 
word  processors  and  spreadsheets. 

In  the  early  1990s  Novell  bought  two  aged  operating 
systems:  Unix  and  DR-DOS,  a  clone  of  nearly  obsolete  MS- 
DOS,  the  software  designed  by  Microsoft  for  IBM's  first  PC. 
Then  he  purchased  WordPerfect's  word  processor  line 
and  Borland's  spreadsheet.  A  good  portion  of  the  $1.4 
billion  they  spent  went  down  the  drain.  Noorda  left 
shortly  thereafter,  and  his  hapless  succes- 
sor, Robert  Frankenbcrg,  spent  months 
trying  to  unload  the  white  elephants  at  fire 
sale  prices. 

That's  not  the  end  of  the  story.  Among 
the  buyers  was  none  other  than  Noorda. 


Apple  Computer  cofounder  Steven  Jobs 
The  new  pragmatist.  Jobs 
reaches  rapprochement  with 
Apple's  long-standing  enemy. 


Does  Bill  Gates  go  too  far?  Forbes 
wants  your  input.  To  participate, 
go  to  On-line  Pulse  at 
www.forbes.com. 


After  leaving  Novell,  Noorda  funded  a  group  of  ex-Novell 
employees  who  planned  to  design  software  for  managing 
computer  networks.  Noorda  saddled  the  young  compa- 
ny, Caldera,  with  his  new  purchase:  DR-DOS. 

Why  did  Noorda  want  the  ancient  operating  system? 
Mainly  to  get  an  antitrust  claim  against  Microsoft. The 
same  day  Caldera  acquired  DR-DOS  from  Novell,  it  filed 
suit  against  Microsoft,  reviving  many  of  the  same  charges 
that  the  U.S.  Department  of  lustice  had  investigated  and 
settled. 

"We  could  have  just  purchased  a  license 
to  DR-DOS,  and  that's  originally  what 
we   were   talking  about  with 
Novell,  but  by  purchasing  it 
outright,  we  got  the  right  to 
litigate,"  says  Bryan  Sparks, 
Caldera's   president.  "I 
would  have  been  happy 
with  a  license." 

Borland  Internation- 
al's new  chief  execu- 
tive, Del  Yocam,  was 
chief  operating  officer 
at  Apple  Computer  in 
the  mid-1980s.  He 
seems  to  have  taken 
personally  the  whip- 
ping Microsoft  deliv- 
ered to  Apple.  At  any 
rate,  he  has  taken  up 
the  anti-Microsoft 
campaign  waged  for 
years    by  Borland's 
founder,  Philippe 
Kahn.  Borland  has  filed 
P    a      lawsuit  against 
I    Microsoft,  charging  it 
with  improperly  recruiting 
key   employees.    "It  was 
something  I  had  to  do,"  Yocam 
maintains. 

"They're  trying  to  kill  us.  I  know 
Bill  well  enough  from  my  days  at 
Apple  that  we  had  to  do  something 
like  this  to  get  his  attention." 
Contrast  the  battle-scarred  Kahn,  who  has  been  cured 
of  the  anti-Bill  syndrome.  His  new  company,  Starfish 
Software,  has  partnered  with  Microsoft  to  make  software 
for  mobile  computers. 

"If  I've  learned  anything,  it's  not  to  fight  battles  I 
can't  win.  What  I  don't  understand  are  the  companies 
that,  instead  of  learning  from  the  past,  head  straight  for 
disaster,"  says  Kahn. 

It's  a  real  dilemma.  If  they  embrace  Microsoft,  they 
risk  getting  swallowed.  If  they  fight,  they 
risk  getting  crushed. 

It's  all  right  out  of  Herman  Melville's 
Moby-Dick,  with  Bill  Gates  as  the  great 
white  whale.  What  should  Captain  Ahab 
do  now? 
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And  that's  just  today. 

Sure,  that's  a  lot  of  ground  to  cover  in 
24  hours.  But  what's  even  more  amazing  is 
that  we  did  it  without  ever  leaving  the  office 

That's  because  we're  reading  nearly 
700,000  meters,  dozens  of  times  a  day,  with 
the  lowest-cost  data  communications  network 
there  is.  And  providing  a  competitive  advantage 
for  partners  like  Kansas  City  Power  &  Light, 


WILL  YOU  BE 
CELLNET  READY?  j 
OR  NOT. 

1  800.254  6304 


Northern  States  Power,  Union  Electric, 
Puget  Sound  Energy  and  PG&E 

Our  advanced  technology  has  the 
power  to  turn  kilowatts  into  megabytes 
of  real-time  information  that  can  be 
used  to  streamline  operations, 
improve  profitability  and  retain 
and  acquire  new  customers  with  enhanced 
services  and  lower  rates. 


CELLNET 

DATA  SYSTEMS 


We  ensure  peace  of  mind  with  a 
secure  network  service  that  puts  you  in 
total  control  over  your  data.  Plus,  you'll  be 
fully  prepared  to  meet  any  deregulatory 
standard  with  an  open  architecture  that's 
as  scalable  as  it  is  flexible. 

For  more  information,  give  us 
a  call  and  ask  for  our  Unofficial 
Guide  to  Deregulation.  We  could  be  up  and 
running  around  your  block  before  you  know  it. 
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THE  HITACHI  VlSIONBOOK  PRO 

BUSINESS-SPEED  MODEM.  BUIU-lN  LAN,  HUGE  SCREEN. 


Once  there  were  very  good  reasons  to  have  one  kind  of 
computer  for  running  your  business  and  another  kind  for  running 
around.  But,  with  the  introduction  of  the  Hitachi  VisionBook  Pro." 
those  reasons  abruptly  disappear.  Because  of  our  unique 
technology,  the  gap  between  desktop  PCs  and  notebook  PCs 
is.  in  practical  terms,  totally  obliterated.  By  every  measure -screen 
clarity  and  viewing  area,  concurrent  use  of  floppy  and  CD 
ROM  drives*  the  performance  of  Intel's  Pentium  processor 
with  MMX  technology -you  compromise  nothing. 

The  Hitachi  VisionBook  Pro  delivers  integrated  communica- 
tion features  previously  know  only  to  desktops.  W\lh  Pax/Modem 
and  LAN.  you're  ready    to    influence   events  from 

wherever  you  do  business.  The 
Hitachi  VisionBook  Pro 
It  will  give  you  your 
desk  back. 
While  eliminat- 
ng  your  need 
for  one.  pentium 


SIGNIFICANT  FEATURES 


U  S  Robotics  56K"  X2"  modem  -fastest  in  a  notebook. 
Integrated  lOBaseT  LAN  port 
Hitachi  super  large  15  3"  TFT  display. 
XGA  (1024x768)  resolution 
166MHz  Intel  Pentium'processor  with  MMX"  technology 
512K  L2  cache  -twice  standard  size 
Card  Bus-compliant  Type  ll/lll  PC  card  slots 

supporting  Zoom  Video. 
32MB  EDO  RAM  upgradeable  to  144MB. 
3.0GB  removable  hard  drive 
Smart  Lithium-Ion  battery,  swaps  with  IS"  floppy  drive. 
lOx  CD  ROM  drive,  swaps  with  second  battery 
Optional  advanced  port  replicator 
Full-size  keyboard.  USB  port. 


HITACHI 


MOBILIZED 


|COMPUTINGl 


Call  l-800-HITACHI 

www.HitachiPC.com 


INSIGHTS 
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R  HUBER 


Peter  Huber,  a  senior 
fellow  of  the  Manhattan 
Institute,  is  the  author 
of  Law  and  Disorder 
in  Cyberspace 
(Oxford  Press,  1997); 
E-mail  address  is 
PeterWHuber@MSN.com 
His  home  page  is 
http://www.phuber.com/ 
huber/home.html 


Here's  why  stock  prices  are  really  supposed 
to  fall.  Employment  rates  rise  above  some  crit- 
ical flash  point.  So  wages  rise  sharply.  So  prices 
of  goods  rise — just  as  rising  wages  are  boost- 
ing demand.  Inflation  soars.  So  interest  rates 
go  up.  Stock  prices  crash. 

This  is  a  perfectly  sound  theory,  but  it 
requires  some  facts.  Where's  the  critical  flash 
point?  Do  the  employment  statistics  mean 
what  they  used  to  mean?  Do  they  mean  any- 
thing at  all? 

Officially  speaking,  America  hasn't  yet  dis- 
covered microwave  ovens  or  women's  lib. 
Bone -weary  though  she  may  be,  the  stay-at- 
home  mother  doesn't  labor  at  all  in  the  eyes 
of  employment  statisticians.  But  she  could, 
easily  enough.  With  one  new  mom  working  at 
a  day  care  center,  three  other  moms  can  enter 
the  official  work  force  when  they  choose.  So 
long  as  many  women  remain  ambivalent 
about  where  to  work,  in  the  home  or  out,  the 
supply  of  labor  will  remain  far  more  elastic 
than  the  statistics  suggest.  Memo  to  Alan 
Greenspan:  Wire  roses  to  Gloria  Steinem. 

Labor  markets  have  stretched  into  the 
home;  they  have  also  spilled  out  of  the  coun- 
try. A  U.S.  multinational  doesn't  raise  wages 
in  Maine  if  it  can  shift  production  to  a  more 
elastic  labor  market  in  Mexico.  Even  the  all- 
American  producer  in  Kansas  can't  raise  wages 
or  prices  much  if  it  competes  against  imports 
from  a  wage-stable  Korea.  Labor  statistics,  in 
short,  don't  mean  much  unless  they  track 
where  goods  are  produced  and  consumed. 
The  more  transnational  economies  become, 
the  worse  the  tracking  gets. 

Then  there's  silicon.  It  takes  a  mix  of  capital 
and  labor  to  manufacture  a  mousetrap,  and 
economists  have  always  allowed  that  the  mix 
can  change.  In  the  past,  however,  the  substi- 
tution effects  were  slow.  You  could  hire  and 
fire  workers  a  lot  faster  than  you  could  acquire 
or  retire  machines  and  buildings.  So  ready- 
supplies  of  capital  didn't  discipline  the  price 
of  labor  in  the  short  run. 

Is  that  still  true?  Computers  are  getting 
easier  to  deploy,  smarter  and — because  of 
rapid  innovation  and  falling  costs — shorter- 
lived.  Many  a  manager  can  now  expand  pro- 
duction as  easily  by  investing  an  extra  dollar  in 
chips  or  software  as  he  can  by  hiring  new 
workers.  Technology  can  have  a  powerful 


wage  moderating  effect  long  before  silicon 
becomes  a  complete  substitute  for  sapiens.  All 
it  takes  is  enough  substitution  at  the  margin. 

The  substitution  is  happening.  Productivity, 
it  now  appears,  has  been  rising  a  good  bit 
faster  in  recent  years  than  government  statisti- 
cians recognized.  Three  new  working  moms 
with  computers  produce  as  much  as  four  old 
working  dads  without.  Add  newly  minted 
Pentiums  to  the  ranks  of  those  in  search  of 
useful  work,  and  unemployment  statistics  look 
very  different. 

None  of  this  will  tell  you  whether  to  go 
long  or  short  on  General  Motors  next  week. 
It's  just  that  the  next  release  of  official  labor 
statistics  probably  won't,  either.  Like  a  drunk 
searching  for  his  keys  under  the  lamppost 
rather  than  in  the  shadows  where  he  lost 
them,  the  government  statistician  counts 
where  the  counting  is  easy.  But  the  three  great 
economic  stories  of  our  times — women  in  the 
work  force,  global  trade  and  information  tech- 
nology— offer  no  easy  counting  at  all.  The 
counters  are  good  with  things  that  sit  still. 
Women,  foreigners  and  chips  keep  moving. 

A  manager  can  now  expand  produc- 
tion as  easily  by  investing  an  extra 
dollar  in  chips  as  he  can  by  hiring. 


This  much  we  do  know  for  sure.  If  the  offi- 
cially audited  supply  of  labor  keeps  falling  and 
the  price  doesn't  rise,  then  we  must  either 
give  up  on  economics  completely  or  conclude 
that  there's  more  to  the  supply  side  of  labor 
markets  than  meets  the  official  eye.  Perhaps 
it's  simply  that  American  women,  Mexican 
men  and  Intel's  progeny  have  all  become 
good  substitutes  for  what  the  official  statisti- 
cians call  U.S.  labor.  Maybe  welfare  reform  is 
effectively  expanding  labor  pools,  too.  In  any 
event,  running  out  of  old  bread  creates  nei- 
ther famine  nor  inflation  when  there's  a  glut 
of  new  cake. 

According  to  official  statistics  and  economic 
models,  a  supply-side  crisis  in  labor  markets 
should  have  reignited  inflation  some  time  ago. 
Investors  may  indeed  be  crazy  to  ignore  this 
indubitable,  though  theoretical,  truth.  But  if 
so,  wage  earners  are  crazier  still — so  crazy  they 
don't  raise  the  price  of  their  labor  when  they 
can.  Then  again,  maybe  they  can't.  H 
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What  does  the  future  hold? 
What  are  your  career  op- 
tions -  today  and  tomorrow? 
Wth  Management  Recruiters 
International,  you  have  a 
career-planning  partner. 
We're  the  nation's  leader 
in  permanent  staffing 
placement. 

Our  700-office,  3,000- 
recruiter  network  means 


that  whether  you  want  a 
better  job,  a  new  career, 
or  relocation,  there's  an 
MRI  expert  to  help  you. 
We  place  over  30,000 
people  a  year,  and  usually 
are  in  the  process  of  filling 
thousands  of  positions  a 
month,  every  month.  And 
it  doesn't  matter  if  you're  a 
senior  manager  looking  for 


a  greater  challenge  and 
more  opportunity  or  just 
seeing  what's  out  there. 
MRI  can  help. 

Visit  us  at  www.mrinet.com 
and  see  many  of  the 
positions  we  currently 
have  available,  and  e-mail 
us  your  resume  on  the 
Internet. 
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OREO  cookies,  robotized  offshore  oil  rigs  and 
The  Phantom  of  the  Opera  are  governed  by  a 
common  technology:  PLCs — programmable 
logic  controllers. 

Although  the  PLC  business  is  a  $6  billion 
hardware  industry  growing  at  20%  per  year, 
few  people  but  factory  automation  experts 
know  it  exists.  That  seems  unfair  to  me.  After 
all,  while  personal  computers  and  the  Internet 
get  most  of  the  publicity,  it's  PLCs  that  do  the 
world's  real  work. 

At  heart,  a  PLC  is  an  industrial -strength 
microcomputer.  In  contrast  to  PCs,  which  are 
designed  to  do  many  jobs,  programmable 
controllers  are  intended  to  perform  only  one 
chore,  but  to  perform  it  flawlessly.  Often  it's 
to  run  a  sequential  manufacturing  process. 

Heavy  manufacturing  is  an  unforgiving 
environment.  General  Motors  estimates  that 
production  line  downtime  costs  it  $15,000  a 
minute.  A  seemingly  trivial  but  repetitive  task 
like  dropping  the  Phantom's  chandelier  right 
on  cue  (or  stamping  out  millions  of  Oreos)  is 
actually  a  high-precision  job.  Nor  is  there 
much  leeway  in  tipping  cauldrons  of  molten 
steel  or  pumping  propane  refrigerant.  In  some 
businesses,  a  millisecond's  mistiming  can 
mean  a  multimillion-dollar  loss — or  body 
parts  strewn  over  an  acre's  area. 

Given  the  frequency  with  which  both 
Wintel  and  Apple  computers  crash  (a  weekly 
certainty  in  my  experience),  putting  either  in 
charge  of  a  precision  production  process  could 
be  a  recipe  for  disaster.  Instead,  you  want  a 
machine  that,  unlike  PCs,  will  do  exactly  the 
same  things  at  exactly  the  same  intervals  for  as 
long  as  you  let  it  run.  You  want  something 
with  a  mean  time  between  failure  in  the 
neighborhood  of  five  years,  not  five  days.  PLCs 
fill  the  bill.  It's  no  surprise  that  industry  lead- 
ers Siemens  and  Rockwell's  Allen-Bradley  sub- 
sidiary (neck-and-neck  for  number  one)  are 
doing  very  well. 

Once  markedly  dissimilar,  there's  no  longer 
much  visible  difference  between  the  guts  of  a 
PLC  and  the  innards  of  a  personal  computer — 
open  either  up  and  you'll  find  a  motherboard, 
processor,  memory,  expansion  slots  and  all  the 
rest.  But  though  they  look  the  same,  thev 


behave  quite  differently.  PCs  are  vain  and  idle 
creatures;  they  spend  most  of  their  time 
updating  their  displays  and  waiting  for  com- 
mands from  their  masters.  Moreover,  they're 
easily  distracted — give  them  an  order  via  key- 
board or  mouse  and,  no  matter  what  they're 
doing,  they'll  pause  momentarily  to  react. 
Imperceptible  to  us  humans,  such  hiccups  can 
throw  an  entire  factory  out  of  kilter.  PLCs 
don't  hiccup.  Nor  are  they  ever  idle.  And  only 
potentially  serious  situations  (for  example, 
plummeting  pressure)  can  distract  them  from 
their  job. 

Will  personal  computer  and  programmable 
controller  technologies  ever  converge? 
According  to  Randall  Freeman,  Allen- 
Bradley's  Milwaukee-based  vice  president  of 
global  marketing,  the  answer  is  someday,  but 
not  soon.  Technical  differences  notwithstand- 
ing, the  PC  and  PLC  industries  are  starting  to 
look  more  alike.  First,  there's  miniaturization. 
According  to  Freeman,  where  once  it  took  a 
flatbed  truck  and  a  team  of  sweaty  guys  in 
T  shirts  to  deliver  controllers  to  customers, 
today's  PLCs  are  sleekly  compact.  A  $300 
baby  PLC  fits  neatly  into  a  coin-operated 
coffee  machine. 

Putting  a  PC  in  charge 

of  a  precision  production  process 

could  be  a  recipe  for  disaster. 


More  important  than  size,  modern  PLCs  are 
no  longer  the  closed  and  impenetrably  propri- 
etary boxes  of  an  earlier  generation.  True,  the 
controller  manufacturers'  definition  of  "open 
architecture"  is  far  more  restrictive  than 
Intel's  or  Microsoft's.  Nonetheless,  their  tardy 
tolerance  of  third-party  plug-ins  to  their  boxes 
has  sparked  no  small  entrepreneurial  boom. 
These  days  more  than  1 ,000  independent 
innovators  sell  PLC  add-in  boards  or  other 
peripherals.  At  least  twice  that  many  develop 
custom  or  packaged  PLC  software.  To  my  eyes 
that  makes  the  PLC  industry  look  a  lot  like  the 
PC  industry  a  dozen  years  ago — or  the 
Klondike  in  1897. 

With  PLC  prices  falling  (although  you  can 
spend  up  to  $20,000  for  one  of  the  things), 
PLCs  seem  to  be  finding  their  way  into  places 
no  one  imagined,  to  do  things  never  con- 
ceived of.  That  means  new  opportunities  for 
hi-tech  innovators. 

Entrepreneurs  take  note:  It  could  just  be 
that  the  next  big  gold  rush  won't  be  the 
Internet — or  much  else  to  do  with  personal 
computers.  Programmable  logic  controllers 
may  be  where  the  real  action  is.  V 
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NORTEL = NETWORK 


Shaanxi.  China 


W  e  built 


network 


out  of 


thin  air 


The  first  digital  wireless  network  in  the 
region.  A  feat  that,  before  now,  was 
thought  impossible  due  to  the  severe 
demands  of  climate,  terrain,  and  im- 
mense population.  From  Shaanxi,  to 
Brussels,  to  New  York,  we've  built  wire- 
less networks  all  over  the  planet,  and 
we  can  build  one  for  you.  1-800- 4  NORTEL, 
www.  nortel.  com/networks. 

NORTEL 

NORTHERN  TELECOM 


AMD  chips  help  carry  half 
of  all  cellular  phone  calls  in 
Europe.  Chips  that  help  make 
international  communication  — 
of  voice  and  data  —  faster, 
simpler  and  clearer.  Telephone 
networks,  however,  are  just  one 
way  AMD  helps  you  stay  con- 
nected globally.  Today,  our  chips 
help  carry  80%  of  all  Internet 
traffic.  So  whether  by  voice-mail 
or  e-mail,  AMD  helps  keep 
your  ever-changing  schedule 
on-schedule.  Visit  our  website 
or  call  1-800-222-9323. 


mil 


AMD  Flash  Memory  chips 
consume  very  little  power  yet  deliver 
the  rugged  performance 
today's  cell  phones  demand 


AMD£! 

www.amd.com 


TAXING  MAr 


die  most 
of  the 

capital  gains 
tax  cut 

Capital  gains  taxes  will  be  lower.  Also  more  confusing 


By  Janet  Novack 

The  top  rate  on  long-term  capital 
gains  is  going  back  to  its  pre-1987 
level  of  20%.  Sounds  great,  but  you'll 
have  to  be  vigilant,  imaginative  and 
w  illing  to  pay  your  accountants  a  lot 
in  order  to  reap  benefits  from  the 
new  regime. 

Let's  review  where  things  stand. 

For  gains  realized  between  May  7, 
1997  and  July  28,  1997  on  invest- 
ments held  longer  than  12  months, 
the  top  federal  rate  is  20%.  For  sales 
after  July  28,  you  have  to  have  held 
an  asset  for  more  than  18  months  to 
get  the  20%  rate;  for  assets  held  from 
12  to  18  months,  the  top  rate  will  be 
28%.  For  lower-income  taxpayers — 
married  couples,  for  example,  with 
taxable  income  under  $41,200 — the 
rate  on  long-term  capital  gains  drops 
to  10%. 

For  real  estate,  there  is  a  small  give- 
back:  Any  portion  of  a  long-term 
gain  due  to  depreciation  is  taxed  at 
25%  instead  of  20%.  There's  another 
exception  for  collectibles. 

And  yes,  there  is  yet  another  new 
rate.  The  top  rate  for  assets  bought 
after  2000  and  held  longer  than  five 
years  will  be  18%.  Lower-income  tax- 
payers get  a  special  bonus.  Beginning 


in  2001,  their  tax  rate  for  assets 
held  more  than  five  years  is  8%, 
even  if  they  bought  those  assets 
before  2001. 

In  short,  it's  a  mess.  But  that 
does  not  mean  you  can't  profit 
from  the  changes.  Here  are  some 
hints: 

■  Be  careful  with  paperwork.  How 
much  tax  you  owe  when  selling  an 
asset  depends  on  when  it  was 
bought.  That  is,  if  you  own  1,000 
shares  of  a  stock  bought  over  a 
period  of  time,  make  sure  you 
specify  which  block  you  are 
selling.  C.  Clinton  Stretch,  a 
former  Congressional  tax  staffer 
now  with  Deloitte  &  Touche, 
expects  the  Internal  Revenue  Ser- 
vice to  scrutinize  such  paperwork 
more  closely  now,  in  the  hope  of  trip- 
ping up  unwary  investors. 

■  Remember  that  intelligent  gift 
giving  can  still  cut  taxes.  Any  taxpay- 
er can  give  anyone  up  to  $10,000 
worth  of  assets  per  year,  free  of 
estate/gift  tax.  That  means  you  and 
your  spouse  can  give  a  tax-free 
$40,000    per   year   to  your 
daughter  and  son-in-law. 

If  you  own  securities  in  which  you 
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have  huge  capital  appreciation,  and 
you  have  kids  or  grandkids  in  a  much 
lower  tax  bracket  than  you  are,  con- 
sider using  these  securities  to  fund  a 
gift.  If  the  beneficiaries  sell  them, 
their  tax  basis  is  your  cost,  but  they 
will  pay  a  much  lower  tax  on  the  gain 
than  you  would  have  paid.  If  Grand- 
pa gives  his  22 -year-old  grandchild, 
Jane,  $8,000  worth  of  stock  with  a 
cost  basis  of  $4,000,  she  could  sell  it 
to  pay  a  college  bill  and  owe  federal 
tax  of  only  $400  if  she's  in  the  10% 
bracket.  He  would  probably  owe 
$800  if  he  sold  it  himself.  (This 
becomes  even  more  useful  beginning 
in  2001.) 

■  Be  very  skeptical  of  tax-deferred 
annuities.  The  capital  gains  cut  makes 
what  is  often  a  borderline  investment 
into  a  downright  stupid  one.  Yes, 
annuities  defer  taxes.  But  they  con- 
vert capital  gains  that  would  have 
been  taxed  at  20%  into  ordinary  in- 
come taxed  at  up  to  double  the  rate. 

■  Consider  serial  homesteading.  A 
juicy  new  break,  reusable  every  two 
years,  exempts  up  to  $500,000  of 
gain  from  the  sale  of  a  couple's  prin- 
cipal residence.  By  contrast,  the 
former  $125,000  exemption  was 
available  only  to  those  55  and  older 
and  then  only  once. 

One  way  to  play  this,  if  you  are 
into  sweat  equity,  is  to  buy  a  house, 
move  in,  fix  it  up  and  sell  it.  A 
married  renovator  could  average 


$250,000  a  year  from  this  profession 
without  owing  taxes. 

Another,  more  speculative  angle: 
Buy  25  acres  of  land  in  an  area  ripe 
for  suburbanization,  plop  a  double- 
wide  trailer  on  it  and  move  in.  Two 
years  later,  sell  to  a  developer,  pocket 
up  to  $500,000  in  appreciation  tax 
free  and  move  on  to  the  next  exurb. 

If  you  try  this,  warns  Atlanta  CPA 
J.R.  Miller,  you  must  be  able  to  show 
the  IRS  that  the  site  was  really  your 
principal  residence  and  that  the  land 
was  for  personal,  not  business,  use. 
Says  Miller:  "Take  lots  of  nature 
walks  and  don't  sell  any  timber." 

■  Before  taking  a  large  gain,  check 
whether  it  triggers  the  alternative 
minimum  tax — Congress'  special  hell 
for  taxpayers.  A  large  gain  may  put 
you  in  AMT-land,  in  which  case  you 
lose  the  benefit  of  your  state  and  local 
tax  deductions,  among  other  items. 

AMT  problems  can  sometimes  be 
averted.  Say  it's  November,  you've 
got  $110,000  in  ordinary  income  for 
1997  and  you're  about  to  sell 
$300,000  of  undeveloped  land  for  a 
$250,000  gain.  By  signing  a  contract 
to  receive  $150,000  now  and 
$150,000  in  January,  you  can  save 
$6,575  in  AMT,  figures  Atlanta  finan- 
cial planner  David  Polstra. 

■  If  you  are  or  might  become  subject 
to  the  AMT,  think  twice  before  bug- 
ging your  employer  for  so-called 
incentive  stock  options.  These  perks, 


which  deliver  capital  gains  income  to 
you,  ought  to  benefit  from  the  new 
20%  rate  but  are  also  more  likely  to 
put  you  in  AMT  territory,  where  you'll 
lose  much  of  the  potential  tax  bene- 
fit, notes  Stephen  Corrick,  a  partner 
with  accountants  Arthur  Andersen  in 
Washington,  D.C. 

■  Tilt  your  portfolio  away  from  stocks 
that  pay  fat  dividends.  Look  for  stock 
in  firms  that  have  said  they'll  buy 
back  stock  instead  of  paying  divi- 
dends. Among  a  dozen  that  have 
done  this  recently,  says  Lehman 
Brothers  tax  expert  Robert  Willens, 
are  Giddings  &  Lewis,  Ipalco,  Osh- 
kosh  B'Gosh  and  SPX. 

If  you  want  current  income,  notes 
Willens,  consider  stocks — such  as 
Real  Estate  Investment  Trusts — 
whose  dividends  are  deemed  in  part 
to  be  a  "return  of  capital"  not  taxed 
as  ordinary  income.  Instead  the  pay- 
ment reduces  your  basis  in  the  stock, 
converting  ordinary  income  today 
into  capital  gains  tomorrow.  For  a  list 
of  REITs  that  might  be  affected,  see 
www.nareit.com/961099s.html. 

■  Consider  using  a  "zero-cost  collar" 
to  limit  risk  on  highly  appreciated 
stock  and  time  the  payment  of  big 
gains  taxes.  Until  the  new  law  pro- 
hibited it,  investors  used  to  do  this  by 
"selling  short  against  the  box."  A 
collar  is  the  next  best  substitute. 

Example:  For  100  shares  of  stock 
trading  at  77,  you  would  buy  a  put 
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a  strike  price  of  70  an; 
;tion  with  a  strike  prio 


ou  have  insulated  .  gainst 


option  wit 
sell  a  cal' 
of  85. 
Th 

big  iins  or  losses  for  the  life  of  the 
c<  That  margin  of  safety  may 
enable  you  to  hold  on  to  a  stock  posi- 
tion indefinitely,  enabling  your  heirs 
to  take  advantage  of  an  exemption 
from  capital  gains  tax  on  investments 
held  open  at  the  time  of  your  death. 
The  IRS  is  expected  to  announce  soon 
just  how  much  risk  there  must  be  for 
a  collar  to  be  legit,  but  most  experts 
think  that  strike  prices  spaced  10% 
away  from  the  current  price  will  do. 

■  Shy  away  from  exotic  tax  gimmicks 
that  were  barely  worth  the  hassle 
when  gains  were  taxed  at  28%  and  are 
not  worth  the  hassle  now  (see  box). 

■  If  you  go  to  work  for  a  hot  startup, 
use  a  Section  83(b)  election  if  you 
can.  Such  firms  often  hand  out  stock 
grants  conditioned  on  an  employee's 
staying  a  year  or  more.  Normally,  the 
grant  isn't  taxed  until  it's  all  yours 
and  then  you  pay  ordinary  income 
rates  on  its  value. 

A  Section  83(b)  election  allows 
you  to  pay  tax  when  the  conditional 
grant  is  made,  when  it's  presumably 
worth  little.  Further  appreciation  is 
then  taxed  at  20%,  assuming  you 
hold  long  enough.  "This  was  often  a 
good  idea  in  the  past,"  says  Deloitte's 
Stretch.  "Now,  with  the  20%  rate,  it's 
even  better." 

Warning:  You  must  inform  the  irs 


Rate  roller-coaster 


Maximum  capital  gains  tax  rate 
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Note:  Rates  do  not  include  effect  of  Alternative  Minimum  Tax  or  phase-outs. 

For  individuals,  the  top  rate  from  1913-21  affected  very  few  people  (fewer  than  100  in  1920); 

from  1934-39,  the  top  rate  required  a  ten-year  holding  period;  the  new  1997  rate  requires  an  18-month  holding  period. 

For  corporations,  the  top  rate  from  1913-21  varied,  ranging  from  7%  in  1913 

to  10%  in  1919  and  1920.  Source  CCH  Inc. 

Either  Congress  has  changed  economic  theories  more  than 
a  dozen  times  or  it  just  likes  to  fiddle  with  the  tax  code. 


within  30  days  of  the  conditional 
grant  that  you've  made  the  election. 
The  current  tax  law  is  full  of  such 
booby  traps. 

■  Reassess  your  distribution  of  assets 
between  your  taxable  portfolio  and 
tax-deferred  retirement  accounts.  In 
general,  you  want  your  highest  earn- 
ing assets  in  your  tax-deferred 
accounts.  But  the  lower  capital  gains 
rate  increases  (a  little  bit)  the  desir- 
ability of  keeping  a  low-turnover 


stock  portfolio  in  your  taxable 
account  while  tucking  bonds  into 
your  tax  deferred  account,  says 
Bernard  Kent,  a  partner  with  Coo- 
pers &  Lybrand  in  Detroit. 

If  you  want  to  see  how  this 
strategy  plays  out  under  some  dif- 
ferent assumptions  (about  your 
stock  returns  and  your  bond  yields), 
check  out  the  interactive  IRA  cal- 
culator at  the  Forbes  Web  site 
(www.forbes.com/extra/).  ■■ 


Charity  first 


The  new  tax  law  throws 
cold  water  on  the  charita- 
ble remainder  trust,  a 
device  often  used  to  help  a 
charity  and  get  a  tax  bene- 
fit for  the  donor. 

It  works  like  this:  You 
give  appreciated  property, 
such  as  stock,  to  the  trust. 
The  trustee  sells  the  stock 
and  reinvests  the  monev  in 
some  income-producing 
asset — bonds,  say.  You  get 
a  fixed  or  variable  annual 
payout  from  the  trust  for 
the  rest  of  vour  life  or  for 


a  term  of  20  years  or  less. 
What's  left  goes  to  a  chari- 
ty of  your  choice  when 
you  die  or  when  the  term 
expires. 

The  donor  gets  an 
income  tax  charitable 
deduction  for  the  value  of 
the  charity's  residual  inter- 
est. Nothing  amiss  there. 
But  a  loophole  enabled 
people  to  sidestep  a  28% 
capital  gains  tax  on  the 
whole  stock  sale,  even 
when  that  residual  interest 
was  close  to  nil. 

The  loophole  is  a  little 
smaller.  Con  cress  has 
decreed  diat  w  hen  vou  die 


the  charity  must  receive  at 
least  10%  of  the  donated 
property  on  a  present- 
value  basis. 

If  you  alreadv  have  a 
charitable  remainder  trust 
with  a  juicy  payout  rate 
and  don't  plan  to  make 
any  more  contributions  to 
it,  you're  in  luck.  The  law 
change  doesn't  affect  you. 
Anv  contributions  made 
after  July  28,  1997,  how- 
ever, won't  quality  for  the 
favorable  tax  treatment. 
You'll  have  to  create  a  new 
trust  that  complies  with 
the  new  rules  or  petition  a 
court  to  amend  the  old 


one,  counsels  Daniel  J. 
Gilmore,  an  estate  plan- 
ning lawyer  with  Gilmore, 
Rees  &  Carlson  in 
Franklin,  Mass. 

Trusts  created  in  wills 
that  were  drawn  before 
July  28  are  also  exempt 
from  the  new  law  if  the 
donor  dies  before  July  28, 
1999.  (Here,  it's  the 
estate  that  gets  an  estate 
tax  charitable  deduction.) 
If  your  testamentary  trust 
runs  afoul  of  the  new  law 
and  you  expect  to  live 
more  than  two  years, 
rewrite  your  will. 

-Carolyn  T.  Geer  Hi 
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THE  POWER  OF 
GLOBAL  INVESTING 


T.  Rowe  Price  International  Stock  Fund— performance  potential  plus  diversification. 

If  you  want  to  diversify  for  enhanced  return  potential  with  reduced  risk,  don't  overlook  inter- 
national equity  investing  with  T.  Rowe  Price.  By  providing  exposure  to  potentially  stronger- 
performing  foreign  markets,  international  stock  investments  can  help  increase  long-term  returns. 
And,  since  foreign  economies  tend  to  move  independently  of  each  other  and  the  U.S.,  diversifying 
internationally  can  actually  help  reduce  the  overall  volatility  of  a  domestic  portfolio. 


year- 


Our  International  Stock  Fund — one  of  the  oldest  and  largest  interna- 
tional no-load  mutual  funds — follows  a  prudent  strategy  of  investing 
in  the  stocks  of  established  companies  outside  the  United  States.  It 
has  proven  itself  over  a  period  of  up  and  down  markets,  in  times  of 
both  a  weak  and  a  strong  U.S.  dollar.  In  fact,  the  fund's  success  has 
placed  it  on  the  Forbes  Honor  Roll  for  the  seventh  consecutive 
it's  the  only  international  fund  that  can  claim  this  distinction* 


Forbes 

Honor  Roll  Selection 

7  Years  Running 


Benefit  from  our  expertise.  At  T.  Rowe  Price,  we've  been 
helping  people  invest  overseas  since  1979,  when  we  joined 
forces  with  Robert  Fleming  Holdings,  Ltd.,  one  of  the  world's 
oldest  and  most  successful  international  advisers.  Today, 
Rowe  Price-Fleming  serves  as  investment  adviser  to  our 
family  of  international  funds  and  manages  over  $33  billion 
in  foreign  stock  and  bond  assets.  In  fact,  we  are  the  largest 
manager  of  international  no-load  mutual  fund  assets.** 


Call  today  for  fund  information  and  a  free  planning 

guide.  For  information  on  any  of  our  international  stock 
funds,  simply  request  a  free  information  kit  today.  To  learn 
how  to  develop  and  execute  an  international  investment 
strategy  that's  appropriate  for  you,  also  request  our  free  guide, 
Diversifying  Overseas.  Of  course,  international  investing  has 

special  risks,  including  currency  fluctuation,  political  and   

economic  instability,  and  the  volatility  of  emerging  markets.  <MHHBBMBMMBMHIIBMMBH 
As  with  any  stock  fund,  there  will  be  price  fluctuation.  $2,500  minimum  investment  ($1,000  for 
IRAs).  No  sales  charges. 


T.  Rowe  Price  Family  of 
Foreign  Equity  Funds 

•  Global  Stock  Fund 

•  International  Stock  Fund 

•  International  Discovery  Fund 

•  European  Stock  Fund 

•  Japan  Fund 

•  New  Asia  Fund 

•  Latin  America  Fund 

•  Emerging  Markets  Stock  Fund 


Call  24  hours  for  your  free 
international  planning  guide  and  prospectus 

1-800-541-6640 


www.  tiowepnce.  com 


Invest  With  Confidence® 

T.RoweRice 


•lit* 


As  cited  in  Forbes  magazine  ( Mutual  Funds  issue)  dated  K/_>6/%.  The  fund's  performance  from  3/31/84  to  6/30/96  was  considered;  I  <s  honorees  were  selected.  The  honorees  are 
hosen  annually;  eandidaies  must  he  open  to  new  investors  and  have  had  the  same  management  for  at  least  5  years.  Seetor  funds  are  excluded.  Strategic  Insight  Simhind.  Past  perfor- 
nance  cannot  guarantee  future  results.  Read  the  prospectus  <  arefully  before  investing.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor.  BF037291 


ID  END  FUND  SURVEY 


Though  my  sell  at  discounts,  closed-end  funds  aren't  the  bargains  they  may 
seem  >tiil,  if  the  discount  is  deep  enough,  and  you  like  the  fund's  policy  .  . . 


losed-end  fund  strategy 


By  James  M.  Clash 


Two  closed-end  stock  funds  trade 
at  20%  discounts  to  net  asset  value: 
Invesco  Global  Health  Sciences, 
which  owns  mostly  U.S.  health  care 
stocks,  and  Emerging  Markets  Infra- 
structure, which  owns  construction 
and  electrical  companies  in  develop- 
ing countries.  Which  fund,  if  either, 
should  you  buy? 

For  long-term  investors,  closed- 
ends  have  a  lot  to  recommend  them. 
In  the  cases  mentioned  above,  you 
get  $1  worth  of  stock  for  just  80 
cents.  Unlike  with  no-load  mutual 
funds,  you  pay  stock  exchange  com- 
missions to  buy  and  sell  closed- 
ends — but  if  the  discount  is  Nig 
enough,  the  commission  only  slight- 
ly reduces  the  advantage. 

Some  kinds  of  portfolios  simpiv 
can't  be  had  in  open-end  form.  Por- 
tuguese or  African  stocks,  for  exam- 
ple. They  are  so  hard  to  buy  or  sell 


that  no  sane  manager  running  a  fund 
full  of  them  will  promise  to  sell  and 
redeem  fund  shares  on  short  notice. 
If  you  want  an  African  fund,  be  pre- 
pared to  own  a  closed-end. 

So  what's  not  to  like  with  the 
closed-ends?  For  one,  the  discount 
you  get  now  might  never  narrow — or 
may  even  widen.  Unlike  customers  of 
an  open-end  fund,  which  will  redeem 
shares  at  net  asset  value  when  you 
want,  closed-end  investors  are  at  the 
whim  of  what  someone  else  is  willing 
to  pay.  There's  no  guarantee  that  the 
two  funds  cited  above  might  not  go 
to  even  wider  discounts. 

Say  you  buy  the  Invesco  Global 
Health  fund  at  80  cents  on  the  dollar, 
and  all  the  stocks  it  owns  double  in 
price.  Putting  aside  dividend  yields,  if 
you  go  to  sell  your  Invesco  shares  at 
a  time  when  they  are  still  fetching  80 
cents  on  the  dollar,  then  the  discount 


neither  helped  nor  hurt  you.  You 
would  have  had  the  same  return  in  an 
open-end  version  of  the  health  care 
portfolio. 

If  the  discount  narrowed  during 
the  time  you  owned  Invesco,  you 
would  get  a  little  windfall.  If  it 
widened,  you'd  do  worse  than  the 
open-end  fund  investor.  Over  the 
past  year,  the  average  closed-end  dis- 
count has  narrowed  to  5.4%  from 
8.1%,  according  to  Lipper  Analytical 
Services. 

Now  let's  throw  dividends  into  the 
picture.  Last  year  Invesco  Global 
Health  paid  out  a  handsome  $4.47 
capital  gain  distribution.  Remember, 
you  bought  those  dollars,  in  effect,  at 
80  cents  apiece.  We're  not  talking 
about  a  big  windfall  here — maybe, 
over  time,  an  annual  percentage  point 
or  two  in  incremental  return — but  it's 
potentially  enough  to  overcome 
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underlying  portfolio  does  well. 

With  closed-end  bond  funds,  our 
Best  Buy  selections  here  focus  solely 
on  costs.  That's  because  performance 
is  mostly  a  function  of  where  a  port- 
folio falls  on  the  maturity  spectrum, 
not  of  how  cleverly  it  is  managed.  To 
make  the  Best  Buy  list  as  a  taxable 
fund,  the  discount  must  be  at  least  16 
times  expenses.  Municipal  funds  are 
judged  less  harshly:  They  get  in  at  12 
times  expenses. 

If  you  are  looking  for  speculation, 
you  might  bet  on  a  fund's  conversion 
from  closed-end  to  open-end  status; 
the  story  on  page  209  explains  this 
strategy.  Another  angle:  Look  for  a 
closed-end  that  will  boost  its  share 
price  by  guaranteeing  a  minimum 
annual  payout  (see  page  224). 

Best  Buys:  stock  funds 


3-year  Assets   Discount   Annual           Manager  (years) 

annualized  6/30/97  recent     52-week  expenses 

total  ($mil)                average  per 

return  $100 


Invesco  Global  Health  Sciences 

33.2% 

$519 

-19.9% 

-19.9% 

$1.21 

John  Schroer  (1) 

B 

C 

Germany  Fund 

21.8 

262 

-18.7 

-18.7 

1.26 

Hanspeter  Ackermann  (1) 

C 

A 

Portugal  Fund 

17.3 

113 

-20.6 

-19.6 

1.58 

Richard  Watt  (1) 

B 

D 

Taiwan  Fund 

16.8 

526 

-29.2 

-13.3 

2.18 

Michael  Chen  (5) 

B 

C 

Bancroft  Convertible  Fund 

20.1 

92 

-15.0 

-14.2 

1.20 

Multiple  managers  (7) 

B 

D 

ROC  Taiwan  Fund 

11.2 

493 

-26.6 

-12.7 

1.75 

Daniel  Chiang  (3) 

B 

C 

Ellsworth  Convertible  Growth  &  Income 

20.9 

88 

-13.9 

-13.6 

1.30 

Multiple  managers  (7) 

Templeton  China  World 

13.0 

339 

-21.1 

-17.4 

1.67 

J  Mark  Mobius  (4) 

B 

C 

Asia  Pacific  Fund 

5.4 

278 

-21.2 

-16.4 

1.57 

David  Brennan  (11) 

Emerging  Markets  Infrastructure  Fund 

11.3 

270 

-19.8 

-18.9 

1.82 

Richard  Watt  (1) 

Best  Buys:  bond  funds 


Nations  Government  Income  2003 

14.2% 

$153 

-11.3% 

-8.5% 

$0.24 

Multiple  managers  (5) 

Nations  Government  Income  2004 

13.3 

125 

-11.3 

9.2 

0.29 

Multiple  managers  (4) 

Worldwide  DollarVest  Fund 

28.8 

103 

-14.7 

-13.6 

0.80 

Paolo  Valle  (4) 

TCW/DW  Term  Trust  2003 

15.6 

916 

-13.3 

-14.2 

0.74 

Philip  Barach  (4) 

C        D      BlackRock  Strategic  Term 

9.8 

535 

-12.2 

-14.0 

0.74 

Multiple  managers  (3) 

InterCapital  Quality  Muni  Sees 

12.2 

358 

-11.8 

-15.3 

0.72 

James  Willison  (4) 

B        C      InterCapital  Income  Securities 

10.8 

215 

-10.3 

-10.6 

0.64 

Rochelle  Siegel  (12) 

InterCapital  Insured  Muni  Income 

11.1 

580 

-10.3 

-12.8 

0.68 

James  Willison  (5) 

InterCapital  Insured  Muni  Sees 

9.2 

137 

-7.4 

-10.8 

0.49 

James  Willison  (3) 

InterCapital  Calif  Quality  Muni 

11.8 

205 

-11.7 

-12.6 

0.78 

James  Willison  (t) 

Performance  through  7/31/97. 

Sources:  Forbes:  Upper  Analytical  Services.  Morgan  Stanley  Capital  International. 


!  those  brokerage  commissions  you  pay 
to  get  into  and  out  of  the  fund. 

As  we  do  with  mutual  funds, 
1  Forbes  combs  the  lists  to  find  what 
we  regard  as  the  Best  Buy  closed- 
end  funds  (see  tables).  As  we  do  with 
our  open-end  Best  Buys  (covered  in 
the  Aug.  25  issue),  we  rate  stock 
funds  on  both  performance  and 
cost,  and  rank  them  on  the  compos- 
ite score. 

Invesco  Global  Health  over  the  last 
three  years  has  averaged  an  annual 
33%  return — 14  points  above  the 
Forbes  Global  Stock  Index.  Emerg- 
ing Markets  Infrastructure  didn't  do 
as  well,  returning  11%  annually  over 
the  same  period — six  points  above 
the  Morgan  Stanley  Emerging  Mar- 
kets Index. 


With  closed-ends,  we  use  for 
"cost"  a  relative  figure  defined  as  the 
ratio  of  the  discount  to  the  annual 
expense  ratio.  The  Invesco  Global 
Health  fund  is  also  a  winner  here.  It 
trades  at  a  discount  16  times  as  big  as 
its  1.2%  annual  expense  burden.  The 
Emerging  Markets  Infrastructure 
fund's  discount  is  a  still-attractive  1 1 
times  expenses. 

A  fat  discount  isn't  everything.  You 
might  go  for  a  fund  like  Central 
Securities  (see  p.  208),  which  trades 
pretty  close  to  net  asset  value  but  has 
considerable  virtues. 

But  don't  buy  the  newer  or  hotter 
closed-ends  that  trade  at  premiums 
over  their  net  asset  value.  Premiums 
have  a  way  of  vanishing  over  time, 
and  you  could  lose  money  even  if  the 


Market 
Performance 


Up  Down 


Fund 
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Wilmot !  id's  two  rules  for  running  a  stock  portfolio:  Buy  good  management; 
don't     .  It  may  work  for  you  and  will  save  you  a  bundle  on  taxes. 


lr.  Btiy-and-Hold 


By  Dolly  Setton 

How  DO  you  know  a  good  fund 
when  you  see  one?  The  legendary 
investor  Philip  Fisher  gave  us  an 
answer  a  year  ago:  The  ideal  fund 
would  have  low  turnover  in  its  hold- 
ings and  low  fees,  and  would  select 
stocks  on  superior  management 
rather  than  on  price.  His  own  favorite 
was  Motorola.  He  had  bought  it  40 
years  earlier  and  was  still  holding  it. 

A  fund  that  met  his  standards?  He 
couldn't  think  of  one. 

Well,  we've  found  one  that  comes 
close.  Meet  Wilmot  Kidd,  a  shrewd 
but  uncelebrated  money  manager 
who  has  been  running  the  closed-end 
Central  Securities  fund  for  the  past 
24  years.  His  turnover  averages  14% 
a  year,  a  sixth  of  what  is  typical  in  the 


average  stock  Rind.  His  expense  ratio 
is  55  cents  a  year  per  $100  of  assets, 
fourth-lowest  among  closed-end 
stock  funds. 

Central's  return  over  the  past  four 
market  cycles  (since  August  1987): 
16%,  a  point  and  a  half  ahead  of  the 
s&P  500  average. 

And  yes,  Kidd  admires  Fisher, 
having  read  and  reread  Fisher's 
Common  Stocks  and  Uncommon  Prof- 
its. Like  him,  Kidd  cares  more  about 
management  than  price/earnings 
ratios  in  picking  a  stock.  He  wants  to 
see  management  that  is  "aggressive 
but  not  lining  its  pockets."  He 
bought  Intel  in  1986  because  he 
admired  the  late  Robert  Noyce,  co- 
inventor  of  the  integrated  circuit. 


Kidd  met  Noyce  when  Intel  was  rais- 
ing money  and  Kidd  was  an  invest- 
ment banker.  He  was  deeply  im- 
pressed by  Noyce's  fluency  with  both 
words  and  engineering  formulas. 
Twelve  years  later  Intel  amounts  to 
11%  of  the  $438  million  fund. 

Second-largest  holding,  at  7.2%: 
Plymouth  Rock  Co.,  the  parent  of  an 
auto  insurance  company  started  in 
1983  by  James  Stone,  the  controver- 
sial former  Massachusetts  insurance 
commissioner.  As  commissioner, 
Stone  angered  the  established  insur- 
ance companies  with  his  endorsement 
of  heavy-handed  rate  regulations, 
which,  they  claimed,  somehow  bene- 
fitted newer  companies.  Stone  denies 
tilting  the  game  board,  but  there's  no 
denying  that  his  company  stands  out 
for  making  a  profit  on  auto  insurance 
in  a  difficult  environment.  The  parent 
netted  $4.2  million  on  revenue  of 
$123  million  last  year. 

Were  Kidd  running  an  open-end 
fund,  he  wouldn't  own  this  upstart: 
There  is  no  public  market  for  the  Ply- 
mouth shares.  (On  Central  Securities' 
books,  Kidd  conservatively  values 
Plymouth  at  1.2  times  book  value.) 
No  matter:  Kidd  isn't  planning  to  sell 
anytime  soon.  Or  maybe  ever. 

Kidd,  like  role-model  Fisher,  espe- 
cially likes  well-managed  companies 
that  are  temporarily  out  of  favor.  In 
1987  Analog  Devices  suffered  as  mil- 
itary orders  for  its  analog  chips  were 
falling  off.  But  the  same  chips  proved 
valuable  in  commercial  applications 
like  cellular  phones.  Kidd  bought 
Analog  at  an  average  of  $2.78  a 
share.  It  is  now  over  $30  and  makes 
up  6%  of  his  portfolio. 

Kidd's  34th-floor  office  in  mid- 


Wilmot  Kidd,  manager  of  Central  Securities 
Don't  pick  stocks,  pick  companies. 
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town  Manhattan  is  a  quiet  place.  No 
harried  analysts  feed  him  stock  sug- 
gestions at  three-minute  intervals. 
There  is  no  stock  quote  terminal  in 
sight,  just  a  stack  of  annual  reports 
behind  his  desk. 

Central  Securities  was  operating 
before  Kidd  was  born.  In  company 
with  a  lot  of  other  closed-end  funds, 
it  was  started  on  the  eve  of  the  1929 
crash.  Its  sponsor  was  Central  Trust 
Co.  of  Illinois.  Unlike  a  lot  of  the 
closed-ends  started  that  year,  this  one 
survived  the  Depression.  Kidd's 
father-in-law,  a  Swedish  immigrant 
turned  financier  named  Christian 
Johnson,  amassed  a  24%  stake  in  the 
fund.  Johnson  died  in  1964. 

It  was  love,  not  money,  that 
brought  Kidd  together  with  Central 
Securities.  Kidd  earned  an  M.B.A 
with  distinction  at  Northwestern 
University's  business  school  and  had 
risen  to  vice  president  at  Hayden, 
Stone,  an  old-line  brokerage  that  was 
absorbed  into  what  is  now  the  Trav- 
elers Group. 

After  he  married  Julie  Johnson, 
Kidd  took  the  reins  of  the  Central 
Securities  portfolio  in  1974,  in  the 
midst  of  a  ferocious  bear  market. 
Central  had  only  $34  million  in  assets 
and  its  shares  traded  at  a  40%  dis- 
count to  asset  value.  "We  were  not 
really  sure  the  fund  was  going  to  sur- 
vive," Kidd  says. 

But  under  Kidd  it  has  grown  13- 
fold  and  now  trades  on  the  American 
Stock  Exchange  at  a  2.8%  discount  to 
net  asset  value.  The  family  owns  12% 
of  the  fund,  worth  about  $50  mil- 
lion. The  Christian  A.  Johnson 
Endeavor  Foundation,  run  by  Kidd's 
wife,  has  about  40%  and  uses  divi- 
dends for  grants  to  outfits  like  Colby 
College  in  Maine  and  the  Metropol- 
itan Opera. 

It's  good  practice  to  shy  away  from 
an  equity  fund  with  a  discount  less 
than  ten  times  expenses.  But  this  rare 
find  might  be  an  exception.  One  cau- 
tion: While  Kidd's  buy-and-hold 
strategy  has  saved  a  lot  of  taxes  for  his 
shareholders,  it  has  left  the  fund  with 
a  huge  unrealized  gain  of  $17  a 
share.  Kidd  would  have  to  make  a  big 
distribution  if  one  of  his  companies 
were  acquired  in  a  merger.  To  be  on 
the  safe  side,  own  this  fund  in  a  tax- 
deferred  account.  HI 


Some  fool  bought  the  closed-end  fund  at  a  premium. 
Now  he's  going  to  unload  at  a  discount. 
His  loss  may  be  your  gain. 

Try  your  hand 
at  fund  arbitrage 


By  Thomas  Easton 


Anyone  who  thinks  investors  are 
rational  had  better  explain  why  some 
people  buy  a  new  closed-end  fund. 
The  shares  come  out  at  a  premium 
over  their  net  asset  value,  typically 
7%.  The  shares  are  all  but  certain  to 
sink  to  a  discount  within  a  few  years. 
Why  pay  $1.07  to  acquire  a  dollar's 
worth  of  assets,  especially  if  those 
assets  will  be  worth  a  mere  90  cents 
or  even  80  cents  a  short  while  later? 

Phillip  Goldstein,  who  makes  a 
nice  living  trading  in  and  out  of 
closed-end  funds,  has  a  crude  analy- 
sis of  the  situation.  "The  entire  busi- 
ness is  built  on  a  foundation  of  lies," 
he  declares. 

Brokers,  Goldstein  says,  downplay 
the  7%  markup  and  never  volunteer 
the  grim  facts  of  aftermarket  dis- 
counts. Fund  operators  contribute  to 
the  deception  by  suggesting  that  they 
will  do  whatever  is  necessary  to  close 
that  discount.  They  may  imply,  for 
example,  that  if  the  discount  lingers 
too  deep  for  too  long  they  will  gladly 


Hedge  fund 
manager 
Phillip  Goldstein 
"The  entire 
business  is  built 
on  a  foundation 
of  lies." 


open-end  the  fund,  which  means 
cashing  out  any  unhappy  shareholder 
at  full  net  asset  value. 

Don't  count  on  it,  says  Goldstein. 
Fund  operators  get  paid  a  percentage 
of  assets  under  management.  The  last 
thing  they  want  is  to  see  that  asset 
base  walk  out  the  door.  They  will  do 
everything  in  their  power  to  fight  a 
proposal  to  open-end  a  fund. 

A  sorry  state  of  affairs.  Goldstein 
makes  money  off  it.  He  targets 
closed-end  funds  whose  shareholders 
are  particularly  disgusted  and  willing 
to  sell  at  fat  discounts  and  whose 
operators  seem  vulnerable  to  open- 
ending.  His  objective:  Buy  at  80  or 
90  cents  on  the  dollar,  sell  at  100 
cents.  As  quickly  as  possible. 

Goldstein,  52,  retired  four  years 
ago  from  a  job  as  a  civil  engineer  for 
New  York  City.  Now  he  runs  a  $40 
million  hedge  fund  out  of  the  base- 
ment of  a  two-story,  vinyl-sided 
home  in  Brooklyn,  N.Y.,  near  Coney 
Island.  Fund  trading  beats  fixing  pot- 
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Consistent  laggard.  Shareholders  have  already  approved  motion 
urging  new  management. 

Management  angered  shareholders  by  ignoring  approved  motion 
to  convert  to  an  interval  fund.  Sophisticated  shareholder  base. 

Had  dilutive  rights  offerings.  Sophisticated  shareholders. 

Annual  tender  offer  attracted  50%  of  outstanding  shares. 

Annual  vote  to  open-end  if  discount  exceeds  10%  (now  22%). 

Sophisticated  shareholders. 

Sister  open-end  fund  has  had  better  market  performance,  similar  investment 
results.  A  lawsuit  has  been  filed  over  a  dilutive  capital  gains  distribution,  which 
cut  net  asset  value  by  4%. 


holes.  He  ists  that  over  the  past 
four  and  <;-half  years  he  has  delh  - 
ered  a  '  1%  compound  annu?!  return 
for  hi  ivestors,  net  of  fees  (one-fifth 
of  r  -fits).  His  share  of  the  pie  prob- 
er    rops  $1  million. 

Last  summer  T.  Rowe  Price  was 
resisting  a  shareholder  proposal  to 
open-end  its  $286  million  New  Age 
Media  Fund.  The  fund's  shares  lin- 
gered on  the  New  York  Stock 
Exchange  at  $15.25,  a  20.5%  dis- 
count to  their  $19.18  liquidating 
value.  Goldstein  bought  80,000 
shares.  And  other  smart  investors  did 
likewise.  The  Securities  &  Exchange 
Commission  forced  T.  Rowe  Price  to 
put  the  proposal  in  a  proxy  state- 
ment. In  early  July  the  fund  open- 
ended,  and  the  discount  disappeared. 
Goldstein  and  others  cashed  out  at 
full  net  asset  value. 

This  spring  the  sec  forced  the 
board  of  the  perennially  lagging 
Clemente  Global  Growth  to  include 
a  motion  by  Goldstein  to  consider 
replacing  Clemente  Capital  as  the 
adviser  to  the  fund.  Goldstein's  real 
motive  is  to  pressure  Lilia  Clemente 
into  open-ending. 

Worldwide  Value  and  the  Inefficient 
Market  Fund,  closed-ends  that  last 
year  sold  at  huge  discounts,  also  open- 
ended  this  summer.  Five  others  are  at 
some  stage  of  the  opening  up  process: 
Alliance  Global  Environmental, 
TCW/dw  Emerging  Markets,  GT 
Global  Developing  Markets,  Pilgrim 
America  Bank  &  Thrift  and  Schroder 
Asian  Growth.  A  half-dozen  more  are 
under  pressure  to  do  likewise. 

Goldstein's  Opportunity  Partners 
is  joined  in  these  battles  by  some 
heavyweight  speculators:  Harvard, 
[George]  Soros  Fund  Management, 
Michael  Price's  Mutual  Qualified, 
investment  bank  Lazard  Freres  and 
Newgate  Management  based  in 
Greenwich,  Conn. 

There  are  a  lot  of  ways  to  play  this 
game.  The  most  sophisticated  is  to 
neutralize  market  risk  by  buying  a 
deeply  discounted  country  fund  and 
by  selling  options  or  futures  on  a 
broad  index  of  the  same  country's 
stocks.  That's  only  for  people  like- 
Goldstein  who  can  round  up  lots  of 
capital. 

Another  approach  is  to  just  buy  a 
discounted  fund  that  von  think  stands 


Phillip  Goldstein's  picks 


Fund  Reason 
Clemente  Global  Growth 

Growth  Fund  of  Spain 

New  Germany  Fund 
Fidelity  Adv  Emerging  Asia 
ROC  Taiwan  Fund 
New  South  Africa  Fund 
Invesco  Global  Health 


Closed  today, 
open  tomorrow? 

a  good  chance  of  being  forced  open. 
You  take  your  chances  with  the  per- 
formance of  the  fund's  portfolio,  but 
if  you  are  right  about  the  open- 
ending,  you  can  make  5  or  10  points 
of  incremental  return  over  what  you 
would  have  earned  in  a  similar  fund 
that  was  open  all  along. 

The  safest  approach  is  to  buy 
closed-ends  at  a  modest  discount 
after  the  open-ending  is  announced. 
It's  the  closest  thing  on  Wall  Street  to 
shooting  fish  in  a  barrel. 

Goldstein  got  his  first  lesson  in  the 
quirkiness  of  closed-end  funds  back 
in  August  1987,  when  his  day  job 
was  working  on  construction  projects 
and  investing  was  just  a  sideline. 
Scudder's  closed-end  Japan  Fund  was 
due  to  open  up.  On  the  fund's  last 
day  as  a  closed-end  entity  he  bought 
400  shares  at  a  5%  discount,  clearing 
a  quick  $1,000. 

Who  was  dumb  enough  to  sell  just 
before  he  could  have  redeemed  at  a 
higher  price?  Probably  the  same  sort 
of  fool  who  buys  newly  issued  closed- 
ends  at  a  premium. 

Opportunities  still  abound.  The 
Alliance  Global  Environment  Fund, 
whose  board  endorsed  open-ending 
months  ago,  still  trades  at  a  6%  dis- 
count (though  you  will  have  to  pay  a 
2%  redemption  fee  once  it  opens  if 
you  get  out  in  less  than  12  months). 
TCW/dw  Emerging  Markets, 
Schroder  Asian  and  GT  Global  Devel- 
oping all  sell  at  discounts  of  about 
9%,  notwithstanding  likely  termina- 


tion dates  by  early  1998. 

But  the  biggest  gains  come  from 
buying  into  a  fund  before  an  open- 
ending  is  announced.  Want  to  play 
a  hunch?  Goldstein  offers  some 
guidelines. 

The  first  is  that,  other  than  assur- 
ing yourself  the  adviser  isn't  crooked, 
you  shouldn't  spend  too  much  time 
studying  what's  going  on  inside  the 
portfolio.  "I  don't  know  if  Taiwan  is 
going  to  grow  faster  than  Germany 
or  if  Dell's  earnings  will  accelerate  or 
who  will  solve  the  year  2000  com- 
puter conundrum,  but  I  don't  have 
to,"  he  says.  His  bet  is  much  simpler: 
that  a  closed  end  will  go  open  end. 

Second,  pay  careful  attention  to 
the  shareholder  base.  Older  funds  like 
Tri-Continental,  General  American 
Investors  and  Adams  Express  have 
long-standing  individual  shareholders 
who — out  of  misguided  loyalty  or 
lack  of  attention — may  ignore  a 
shareholder  proposal  even  if  they 
stand  to  benefit. 

Third,  keep  an  eye  on  the  expense 
ratio.  If  the  open  -ending  takes  longer 
than  you  expect,  a  big  overhead  bill 
can  deplete  your  anticipated  profit. 
Equus'Fund,  for  example,  trades  at  a 
tempting  27%  discount  but  runs  up 
an  appalling  12%  a  year  in  expenses. 

Last,  look  for  funds  that  have 
angered  their  shareholders  through 
consistently  lousy  returns  or  dilutive 
rights  offerings.  That's  a  bit  per- 
verse— to  be  seeking  out  losers;  but 
logic  does  not  rule  in  diis  part  of  Wall 
Street.  Says  Goldstein,  "If  you  had 
informed  investors,  none  of  these 
funds  would  exist  because  no  one 
would  buy  them  in  the  first  place."  ■ 
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The  power  to  create  value 


Fir8 


GET  READY  FOR  A  SPLASH 
ON  WALL  STREET. 


On  October  8,  a  $44  billion  German  company  will  take  its 
place  on  the  New  York  Stock  Exchange.  VEBA.  A  leader  in 
so  many  industries. 

You  may  not  know  us  now,  but  you  will.  In  terms  of  mar- 
ket capitalization,  we  are  the  world's  largest  utility-based 
conglomerate  active  in  electricity,  chemicals,  oil,  trading, 
transportation,  services  and  telecommunications.  We  believe 
that  size  must  always  be  judged  in  terms  of  value,  and  that 
short-term  gains  must  lead  to  long-term  growth.  At  VEBA, 
we've  tripled  our  share  price  in  the  last  five  years. 


This  didn't  happen  by  accident.  Our  managerial  skills  and 
know-how  are  focused  on  one  goal:  creating  sustainable 
value  for  our  shareholders  the  world  over. 

If  VEBA  isn't  in  your  portfolio  today,  you  might  want  to 
make  it  part  of  your  investment  in  the  future.  For  more 
information,  you  can  reach  us  through  VEBA  Corporation, 
605  Third  Avenue,  New  York,  NY  10158.  Telephone:  (212) 
922-2728,  Internet:  http://listing.veba.com 


BOUT  "H'l'lall.'l'l-ll  iii'l 

Str  k  funds 

W'  iluatc  closed-end  rids  by  looking  at  their  portfolio  results,  not  the 
r  formance  of  the  funds'  own  shares.  Thus  returns  are  based  on  changes  in 
let  asset  value  plus  distributions.  To  be  graded,  a  fund  must  have  results  for 
three  market  cycles  (since  May  31,  1990).  Other  things  being  equal,  you 
w  ant  a  fund  that  has  a  high  discount  and  a  low  expense  ratio.  On  this  score, 
Equus  II,  for  example,  is  no  bargain. 


— Annualized  total  return —  Assets  Recent      Premium/discount  (-)  Annual 

8/87         last       5-year  6/30/97  price       recent      52-week  expenses 

to           12  ($mil)                             average  per 

7/97        months  $100 


Standard  &  Poor's  500  stock  average 

14.6% 

52.0% 

20.6% 

Forbes  closed-end  stock  composite 

1  9  AO/ 

OQ  70/ 

4  7  10/ 

17.1/0 

1 1  AC 

c 

C 

Adams  Express 

12.7% 

42.9% 

17.2% 

$1,328 

$24.38 

-16.9% 

-16.4% 

$0.40 

Alliance  All-Market  Advantage 

  * 

78.4 

 * 

75 

30.63 

-11.5 

-14.5 

2.30 

D 

C 

Baker,  Fentress  &  Co 

"  7.1 

20.2 

13.3 

791 

20.75 

-13.8 

-18.7 

0.71 

B 

B 

Bergstrom  Capital 

18.2 

41.2 

17.1 

162 

141.00 

-12.5 

-13.2 

0.76 

C 

D 

Blue  Chip  Value 

11.2 

50.0 

19.9 

142 

10.00 

-5.1 

-4.3 

1.05 

B 

B 

Central  Securities 

16.0 

51.3 

29.7 

408 

29.50 

-2.9 

0.9 

0.55 

Cohen  &  Steers  Total  Return  Realty 

 * 

40.4 

* 

131 

17.94 

-1.7 

-0.5 

1.16 

Delaware  Group  Dividend  &  Income 

 * 

35.8 

 * 

240 

18.88 

8.0 

6.8 

0.83 

Equus  II 

 * 

59.2 

  * 

151 

21.50 

-29.0 

-31.5 

12.40 

A 

C 

First  Financial  Fund 

25.0 

70.5 

39.7 

314 

19.19 

-1.0 

-2.2 

1.03 

C 

C 

Gabelli  Equity  Trust 

12.3 

26.5 

15.8 

1,115 

10.31 

-8.1 

-5.7 

1.18 

C 

c 

General  American  Investors 

12.5 

35.4 

12.2 

652 

25.13 

-16.8 

-15.5 

1.05 

Hancock  Bank  &  Thrift  Opportunity 

 * 

65.3 

 * 

899 

39.31 

-11.8 

-13.6 

1.46 

Hancock  Patriot  Preferred  Dividend 

—  * 

17.3 

 * 

152 

13.94 

0.9 

-0.5 

1.23 

■  c 

■  c 

Hancock  Patriot  Premium  Dividend  1 

—  * 

19.1 

8.9 

212 

9.19 

-5.9 

-0.3 

1.25 

■  c 

■  c 

Hancock  Patriot  Premium  Dividend  II 

  * 

18.6 

8.9 

281 

11.25 

-8.2 

-7.0 

1.23 

Hancock  Patriot  Select  Dividend 

  * 

17.4 

8.7 

224 

15.19 

-4.2 

-6.5 

1.16 

B 

D 

H&Q  Healthcare  Investors 

14  4 

26.8 

10.3 

172 

16.19 

-19.3 

-16.5 

1.56 

H&Q  Life  Sciences  Investors 

6.9 

5.7 

109 

12.81 

-20.9 

-16.6 

1.71 

c 

c 

Liberty  All-Star  Equity 

13.2 

46.8 

18.0 

1,116 

13.56 

-5.1 

-4.7 

1.03 

D 

A 

Liberty  All-Star  Growth 

9.6 

45.1 

12.9 

150 

12.50 

-6.2 

-13.6 

1.35 

B 

D 

Morgan  Grenfell  SmallCap 

12.6 

33.9 

20.4 

116 

11.75 

-14.5 

-15.4 

1.76 

D 

A 

Petroleum  &  Resources  Corp 

10.4 

36.9 

15.3 

522 

36.88 

-13.5 

-8.4 

0.34 

A 

C 

Pilgrim  America  Bank  &  Thrift 

18.2 

73.9 

25.9 

311 

20.56 

-10.6 

-14.9 

1.01 

Preferred  Income  Management 

20.8 

147 

15.88 

-1.3 

'-3.9'  ' 

1.58 

Preferred  Income  Opportunity 

  *  ~ 

19.5 

 * 

145 

12.94 

-3.1 

-6.4 

1.46 

Royce  Micro-Cap  Trust 

  * 

27.7 

128 

9.06 

-17.2 

-15.8 

0.83 

C 

C 

Royce  Value  Trust 

12.7 

31.5 

17.2 

497 

14.25 

-15.9 

-15.1 

1.21 

C 

0 

Salomon  Brothers  Fund 

12.6 

45.5 

19.3 

1,624 

17.94 

-14.3 

-11.3 

0.51 

c 

B 

Source  Capital  Fund 

12.1 

39.3 

14.8 

414 

47.88 

-8.4 

-3.9 

0.89 

■  c 

■  C 

Southeastern  Thrift  &  Bank 

57.2 

29.8 

85 

21.13 

-7.4 

-11.8 

1.13 

c 

C 

Tn-Continental  Corp 

11.4 

42.5 

15.5 

3,258 

28.94 

-19.0 

-17.8 

0.62 

D 

B 

Zweig  Fund 

12.3 

32.4 

13.2 

631 

12.50 

-1.0 

-1.3' 

1.18 

Performanr-  il/97  ■  Fund  rated  for  three  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period. 


Sources:  Forbes.  Upper  Analytical  Services. 


Market 
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Up  Down 
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Taxable  bond  funds 

What  to  look  for  in  a  closed-end  bond  Rind:  a  high  discount  and  a  low  expense 
ratio.  Put  these  two  criteria  into  a  single  key  number,  the  discount  divided  by 
the  expense  ratio.  The  BlackRock  2001  Term  Trust  fund,  for  example,  has  a 
discount  (8.2%)  equal  to  13  times  its  annual  expense  burden  of  .63%. 

We  think  this  ratio  of  relative  cheapness  is  so  important  that  we  don't  pub- 
lish results  for  bond  funds  that  score  poorly.  All  the  funds  on  this  page  and 
on  page  214  have  discounts  equal  to  at  least  seven  times  annual  expenses. 

As  for  performance,  you  pretty  much  get  what  you  bargain  for:  Funds  with 
long-term  bonds  do  well  in  bull  markets  (when  interest  rates  are  falling)  and 
badly  in  bear  markets  (when  rates  are  rising),  while  short-term  bond  funds 
fall  behind  in  bull  markets  and  hold  up  better  in  bear  markets. 


Market 
Performance 

Fund 

Annualized  total  return 

Violrl 

Yield 

Assets 

Recent 

Premium/discount  (-) 

Annual 

Up 

Down 

ll'Al 

In 
10 

7/97 

last 

19 
It 

months 

% 

6/30/97 
($mil) 

price 

recent 

bz-weeK 

expenses 

average 

per 
$100 

Merrill  Lynch  corporate/govt  bond  index 
Forbes  closed-end  taxable  bond  composite 

7.4% 
7.5% 

11.3% 
14.1% 

T  KO/ 

7.370 

6.5% 

-9.0% 

$0.84 

Ail-American  Term  Trust 

 * 

12.7  % 

6.9  % 

$200 

$13.50 

-9.2% 

-10.9% 

$1.18 

A 

F 

American  Govt  Income  Fund 

4.9% 

10.7 

c  9 

b.e. 

1  99 

Hi 

C  9Q 

3.38 

-7.7 

-9.3 

i  nc 
l.Ub 

B 

F 

American  Govt  Income  Portfolio 

4.6 

10.8 

C  1 

b.l 

1  cc 
Ibb 

C  90 

b.3o 

-7.9 

-9.4 

1  09 

1.U3 

B 

D 

American  Opportunity  Income 

4.0 

12.0 

c  c 
b.b 

1  AA 

144 

C  1  0 

b.iy 

-7.5 

-9.9 

0  oc 

u.yb 

American  Select  Portfolio 

 * 

13.2 

Q  1 
O.l 

1  CQ 
1  DCS 

t  1  CO 

U.bS 

-8.8 

-11.3 

n  oo 

u.yy 

uiacKKocK  lyyy  lerm  irust 

 * 

9.5 

9  7 
O.l 

zuy 

O  9C 

-5.5 

-7.5  ' 

n  cc 
U.bO 

RlarkRnrk  7001  Tprm  Trust 

DlddnnUbn  Lull  l    1 C 1  III  HUM 

— 

11.7 

4.3 

1  292 

8.50 

-8.2 

-11.4 

0.63 

D 

C 

BlackRock  Income  Trust 

5.8 

13.8 

7.2 

486 

6.94 

-11.1 

-15.1 

1.04 

B 

B 

BlackRock  Investment  Quality  Term 

7.0 

14.5 

c  n 
b.U 

911 

341 

O  1  0 

o.iy 

-13.9 

-15.5 

u.yi 

C 

B 

BlackRock  Strategic  Term 

5.9 

12.4 

C  A 
D.U 

C9C 

535 

O  9  1 

0.31 

-12.2 

-14.0 

fi  7/1 

C 

D 

BlackRock  Target  Term  Trust 

5.7 

8.0 

C  0 

D.d 

09rt 
3J4 

0  91 

y.3i 

-6.3 

-8.6 

U./o 

D 

B 

Bean  Witter  Government  Income 

6.6 

9.9 

£  A 
0.4 

190 

4zy 

0  AA 
0.44 

-9.7 

-9.8 

U./o 

A 

b 

Fort  Dearborn  Income  Securities 

8.7 

15.2 

1  A 

1 A 

139 

15. iy 

-8.3 

-8.4 

fi  1 A 

U./4 

C 

c 

Fnrtic  QorMiritioc 

roms  occurwes 

8.1 

14.2 

7  R 
/  .j 

11K 

0.03 

-8.1 

-9.5 

P.  87 
u.o/ 

C 

c 

Hancock  Income  Securities 

8.5 

12.6 

1  9 

1.3 

1  CO 

iby 

1  C  C9 

lb.b3 

-6.3 

-7.0 

fi  O/l 

c 

c 

Hancock  Investors  Trust 

8.7 

12.6 

7  9 

1.3 

1  C9 

lb3 

9fl  Efl 

-6.2 

-5.8 

fi  Qt: 

Hyperion  2002  Term  Trust 

 * 

16.7 

K.  7 
J.I 

989 

7  81 

1 .01 

-11.8 

-13.2 

fi  P.G 
U.ou 

Hyperion  2005  Invest  Grade  Oppor 

 * 

18.4 

6.2 

175 

8.25 

-12.4 

-15.0 

1.08 

B 

c 

Hyperion  Total  Return 

9.5 

............. 

8.4 

261 

9.69 

-8.6 

-8.8 

1.08 

Income  Opportunities  1999 

 * 

11.1 

5.2 

421 

9.38 

-5.2 

-8.1 

0.65 

Income  Opportunities  2000 

 * 

12.2 

5.9 

110 

9.31 

-7.5 

-8.9 

0.81 

B 
D 

c 

A+ 

InterCapital  Income  Securities 
MassMutual  Participation  Investors 

8.5 
12.4 

16.2 

............. 

7.1 
5.1 

215 
107 

16.69 
10.56 

-10.3 
-9.4 

-10.6 
-13.2 

0.64 

............. 

D 

B 

MFS  Charter  Income 

8.3 

13.1 

7.8 

724 

9.94 

-7.2 

-8.3 

0.93 

...... 

C 

MFS  Government  Markets  Income 

6.2 

9.6 

7.3 

524 

6.81 

-9.3 

-9.7 

1.00 

.......... 

B 

MFS  Multimarket  Income  Trust 

8.4 

15.1 

7.8 

728 

7.38 

-7.4 

-8.9 

0.90 

**  J*  * 

C 

Montgomery  Street  Income  Sees 

8.4 

14.4 

7.0 

204 

18.38 

-9.6 

-10.0 

0.72 

Nations  Government  Income  2003 

 * 

15.1 

6.4 

153 

8.44 

-11.3 

-8.5 

0.24 

B 

C 

Nations  Government  Income  2004 
Pacific  American  Income  Shares 

* 

10.0 

14.6 

............ 

6.6 
71 

125 
149 

8.56 
15.50 

-11.3 

-6.3 

-9.2 
-6.9 

0.29 
0.73 

D 

C 

Putnam  Intermediate  Govt  Income 

6.0 

6.3 

7.2 

533 

7.50 

-9.5 

-10.9 

0.90 

D 

B 

Putnam  Master  Intermediate  Income 

8.6 

10.9 

7.3 

331 

8.06 

-7.3 

-10.9 

........... 

0.99 

Salomon  Brothers  2008  Worldwide  Dollar 

 * 

39.8 

7.8 

364 

9.88 

-11.5 

.............. 

0.96 

TCW/DW  Term  Trust  2000 

 * 

16.1 

5.7 

460 

8.88 

-9.1 

0.72 

TCW/DW  Term  Trust  2002 

16.9 

6.3 

421 

8.94 

-10.2 

-10.3 

0.78 

TCW/DW  Term  Trust  2003 

 * 

20.8 

5.7 

916 

8.56 

-13.3 

-14.2 

0.74 

2002  Target  Term  Trust 

 * 

11.9 

5.7 

115 

13.31 

-11.3 

-12.8 

1.20 

B 

D 

VanKamp  Amer  Bond  Fund 

8.6 

14.1 

7.3 

232 

19.88 

-5.5 

-6.9 

0.72 

Performance  through  7/31/97.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period. 

Sources-  Forbes;  Upper  Analytical  Services. 
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Mr  iiicipat  oond  funds 


T'     »ond  market  has  been  too  good. 

In  a  bear  market  for  bonds,  discounts  would 
probably  widen  and  more  of  these  funds  might  turn 
into  good  buys.  They  aren't  particularly  good  buys 
now.  Only  a  handful  are  Best  Buys  (see  p.  207). 

The  obvious  choice  for  someone  who  wants  tax- 
free  income  is  a  no-load  open-end  fund  from  a 
low-cost  operator  like  Vanguard.  You  should 
prefer  a  closed-end  muni  fund  only  if  you  can  get 
it  at  a  very  deep  discount — deep  enough  that  the 
yield  beats  the  yield  on  a  comparable  Vanguard 
fund.  As  a  rule  of  thumb  you  should  wait  until  the 
discount  is  at  least  16  times  the  expense  ratio. 


Market 
Performance 

Fund 

Annualized  total  return 

Yield 

% 

Assets 
6/30/97 
(Smil) 

Recent 

Premium/discount  (-) 

Annual 

Up  Down 

to 

7/Q7 

last 
12 
months 

price 

recent 

ai-weeK 

expenses 

average 

per 
$100 

Lehman  Brothers  municipal  bond  index 

1  .11/0 

5.3% 

Forbes  closed-end  municipal  bond  composite 

7.5% 

13.3% 

K  1°/. 

-8.3% 

BlackRock  Calif  Insured  Muni  2008 

 * 

13.7% 

4.6% 

$167 

$15.06 

-9.5% 

-9.7% 

$1.03 

BlackRock  Insured  Muni  2008 

 * 

13.0 

4.8 

438 

15.19 

-8.8 

-9.5 

0.95 

BlackRock  Investment  Qua!  Muni 

* 

14.8 

5.1 

248 

13.69 

-11.2 

-13.1 

1.08 

InterCapital  Calif  Insured  Muni  Income 

 * 

14.4 

5.2 

244 

13.31 

-7.4 

-8.8 

0.76 

InterCapital  Calif  Quality  Muni 

16.0 

4.9 

205 

12.38 

-11.7 

-12.6 

0.78 

InterCapital  Insured  Municipal  Income 

 * 

15.3 

5.2 

580 

13.25 

in  7 

— lU.o 

1  9  8 
—  Ll.o 

0.68 

InterCapital  insured  Muni  Sees 

 * 

11.3 

5.2 

137 

14.50 

-7.4 

-10.8 

0.49 

InterCapital  Quality  Muni  Sees 

 * 

16.5 

5.0 

358 

12.69 

-11.8 

-15.3 

0.72 

MuniAssets  Fund 

 * 

11.9 

5.8 

148 

13.63 

-6.6 

-9.5 

0.77 

Municipal  Advantage  Fund 

 * 

14.3 

5.4 

103 

13.19 

-10.8 

-13.3 

1.41 

Municipal  Partners  Fund 

 * 

14.0 

5.4 

122 

13.25 

-9.6 

-13.0 

1.37 

MuniVest  Fund  II 

 * 

13.6 

5.9 

420 

13.94 

-5.8 

-8.1 

0.68 

MuniVest  Michigan  Insured 

 * 

11.6 

5.4 

151 

12.88 

-9.1 

-8.3 

0.75 

MuniYield  Michigan  Insured 

 * 

11.9 

5.4 

162 

14.69 

^6.7 

-7.2 

0.75 

MuniYield  Pennsylvania  Fund 

12.3 

5.6 

129 

14.88 

-6.7 

-6.2 

0.80 

A  D 

MuniYield  Quality  Fund 

8.0% 

12.6 

5.9 

649 

14.50 

-4.7 

-7.9 

0.65 

Nuveen  Ins  Calif  Premium  Inc  Muni 

 * 

14.8 

5.1 

142 

14.69 

-7.3 

-6.8 

0.85 

Nuveen  Ins  Premium  Inc  Muni  2 

 * 

12.9 

5.3 

762 

12.63 

-8.0 

-10.4 

0.80 

Nuveen  Michigan  Premium  Inc  Muni 

 * 

13.0 

"5.3"" 

168 

13.88 

^8.4 

-8.3 

0.86 

Nuveen  Penn  Premium  Inc  Muni  2 

13.2 

5.3 

342 

13.75 

-6.3 

-8.3 

0.82 

Nuveen  Premium  Income  Muni  4 

* 

12.9 

5.5 

887 

13.88 

-5.7 

-7.8 

0.79 

Nuveen  Select  Maturities  Muni 

* 

9.0 

5.3 

146 

11.31 

-5.7 

-5.0 

0.65 

C  B 

Nuveen  Select  Tax-Free  Income  3 

6.9 

10.7 

5.6 

189 

14.25 

■^4.1 

^4.9 

0.44 

PaineWebber  Insured  Muni  Income 

 * 

13.4 

5.0 

452 

13.69 

-10.2 

-15.1 

1.38 

VanKamp  Amer  NY  Value  Muni  Income 

 * 

15.4 

4.5 

104 

13.25 

-14.5 

-17.3 

1.93 

Performance  through  7/31/97.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period. 

Sources:  Forbes;  Upper  Analytical  Services. 
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Balanced  funds  own  various  mixes  of  common  stocks, 
convertible  preferred  stocks,  bonds  and  convertible 
bonds.  The  funds  are  no  less  diverse  when  it  comes  to  val- 
uations— which  range  from  a  17.9%  discount  on  the 
VanKamp  American  Convertible  Fund  to  a  5.5%  premi- 
um for  the  Duff  &  Phelps  Utilities  Income  Fund.  Global 


bond  funds  buy  debt  issued  by  foreign  companies  and 
governments  and  by  U.S.  corporations.  Performance  of 
these  funds  can  vary  widely,  depending  on  which  markets 
they  have  made  big  bets  on.  Junk  bond  funds  have  a  pre- 
ponderance of  assets  in  U.S.  corporate  debt  that  is  unrat- 
ed, or  rated  no  higher  than  BB  by  Standard  &  Poor's. 


Balanced  funds 


Market 
Performance 

Fund 

Annualized  total  return 

Yield 

Assets 

Recent 

Premium/discount  (-) 

Annual 

Up 

Down 

a  years 

last 

1  L 

% 

r  /on  'oi 

6/30/97 
($mil) 

price 

recent 

5Z-week 

expenses 

QUPraop 
dVGl  dgG 

per 
$100 

months 

Ri  FM/npn  STnrir  amx»  no\rn  maditptc  ninnv 

13.9% 

30.4% 

■♦•Q/o 

Forbes  closed-end  balanced  composite 

12.3% 

23.2% 

4.9% 

-9.0% 

$1.09 

B 

C 

Bancroft  Convertible  Fund 

15.7% 

32.0% 

2.4% 

$92 

$26.00 

-15.0% 

-14.2% 

$1.20 

C 

B 

Castle  Convertible  Fund 

12.9 

18.7 

5.3 

65 

25.31 

-15.5 

-12.9 

1.00 

C 

D 

Buff  &  Phelps  Utilities  Income 

7.3 

22.4 

8.4 

2,242 

9.31 

5.5 

6.0 

0.89 

B 

C 

Ellsworth  Convertible  Growth  &  Income 

15.9 

34.3 

3.1 

88 

11.25 

-13.9 

-13.6 

1.30 

D 

A 

Gabelli  Convertible  Securities 

9.3 

11.8 

3.1 

122 

9.94 

-14.7 

-14.6 

145 

A 

C 

Lincoln  National  Convertible  Sees 

16.6 

23.7 

4.6 

128 

19.44 

-5.9 

-8.5 

1.05 

Nations  Balanced  Target  Maturity 

  * 

25.1 

3.8 

57 

9.81 

-14.0 

-12.4 

1.18 

D 

B 

Putnam  Dividend  Income 

8.9 

18.6 

6.8 

182 

10.38 

-10.0 

-9.5 

1.23 

C 

C 

TCW  Convertible  Securities 

15.1 

25.7 

5.3 

328 

9.13 

-0.4 

5.7 

0.77 

C 

B 

VanKamp  Amer  Convertible  Sees 

12.3 

24.8 

2.8 

85 

22.44 

-17.9 

-15.5 

0.88 

C 

C 

Zweig  Total  Return 

9.3 

18.5 

8.8 

651 

9.00 

3.3 

3.0 

1.03 

Global  bond  funds 


TP  Morgan  government  bond  index 
Forbes  closed-end  global  bond  composite 

7.6% 
7.5% 

2.7% 
21.2% 

6.9% 
7.3% 

-11.5% 

$1.16 

Americas  Income  Trust 

27.8% 

5.2% 

$58 

$8.56 

-11.2% 

-15.9% 

$1.27 

B 

B 

BlackRock  North  American  Govt  Income 

6.3% 

18.5 

6.8 

436 

10.56 

-14.7 

-16.4 

0.94 

D 

C 

Dreyfus  Strategic  Governments  Income 

7.2 

13.1 

7.6 

153 

9.56 

-11.4 

-12.5 

0.90 

B 

D 

First  Commonwealth  Fund 

7.5 

14.6 

7.0 

130 

12.31 

-12.6 

-14.9 

1.70 

Global  High  Income  Dollar 

 * 

24.2 

7.7 

367 

14.19 

-13.7 

-14.9 

1.42 

B 

B 

Kleinwort  Benson  Australian  Income 

8.9 

16.0 

7.7 

119 

9.06 

-9.6 

-10.9 

1.15 

RCM  Strategic  Global  Government 

* 

16.6 

7.6 

366 

10.94 

-9.8 

-11.1 

1.25 

Salomon  Brothers  Worldwide  Income 

* 

46.5 

8.2 

220 

16.19 

-10.7 

-9.2 

1.33 

C 

C 

Strategic  Global  Income 

8.3 

12.0 

7.9 

305 

12.75 

-10.3 

-13.9 

1.21 

C 

C 

Templeton  Global  Income 

6.6 

9.4 

7.1 

1,012 

7.75 

-8.0 

-13.6 

0.74 

Worldwide  BollarVest  Fund 

 * 

34.7 

8.0 

103 

13.81 

-14.7 

-13.6 

0.80 

Junk  bond  funds 


Merrill  Lynch  high  yield  index 
Forbes  closed-end  junk  bond  composite 

11.7% 
12.4% 

16.3% 
16.4% 

9.3% 
10.5% 

8.6% 

$1.29 

Cigna  High  Income  Shares 

15.4% 

20.2% 

11.5% 

$286 

$9.06 

15.8% 

13.6% 

$1.07 

Franklin  Universal  Trust 

12.3 

18.9 

.............. 

8.1 

343 

9.69 

-5.9 

6.0 

2.15 

High  Income  Advantage  Trust 

10.2 

12.1 

153 

6.25 

21.1 

17.3 

0.93 

High  Income  Advantage  Trust  II 

10.7 

10.4 

12.1 

205 

6.69 

14.7 

10.1 

0.91 

High  Income  Opportunity 

 * 

18.6 

9.1 

850 

12.38 

0.5 

-0.6 

1.21 

Kemper  High  Income  Trust 

12.3 

18.6 

9.5 

220 

10.19 

7.0 

6.9 

1.59 

Prospect  Street  High  Income  Port 

13.3 

17.3 

10.9 

209 

4.13 

6.9 

2.2 

1.17 

Performance  through  7/31/97.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period. 
Sources:  Forbes,  Upper  Analytical  Services. 
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G  rowing  strong  t 
Hoechst. 


AgrEvo 


:h  biotechnolog 


For  the  next  30  years,  as  the  world 
population  continues  to  grow,  the  need 
for  food  is  expected  to  double. 

The  problem  is  that  land  suited  to 
agricultural  uses  is  limited. 

Opportunities  for 
high-yield, 
sustainable  farming. 

Through  agricultural  biotechnology, 
we  have  new  prospects  for  producing 
food  for  people  on  existing  farmland 
well  into  the  future.  And  preserve  the 
environment  in  the  process. 

Researchers  at  our  agribusiness 
AgrEvo  are  developing  biotechnological 
techniques  to  boost  yield  and  make 
plants  more  resistant  to  weeds,  diseases 
and  pests. 

The  result:  stronger  crops  through 
strong  research.  Now  that's  great  growth 
potential. 

Hoechst  AG,  D-65926  Frankfurt 
http://www.hoechst.com 

Hoechst  is  an  international  group  of 
companies  spearheading  innovation  in 
Life  Sciences  and  Industry.  With  more 
than  140,000 people  worldwide,  last 
year's  sales  totalled  $  34  billion. 


Finding  new  ways. 


Hoechst " 


H 

□ 

mm 

END  FUND  SURUEY 

Int  rnatio^al  and  country  funds 

Ac  to  sometimes  illiquid  foreign  markets  is  the  virtue  of  these  funds,  but 
t1  reused  objective  ,  add  another  layer  of  risk  beyond  the  usual  market 
u  rency  risks.  You  won't  find  many  funds  here  that  own  stocks  all  over 
die  globe.  Most,  like  ASA  Ltd.  (a  South  African  gold  sector  fund),  are  con- 
centrated in  a  particular  country  or  region,  and  some  of  the  emerging- 
market  funds  are  extremely  risky.  They're  also  expensive. 

To  illustrate,  in  addition  to  brokerage  commissions,  it  costs  a  26%  pre- 
mium to  net  asset  value  to  buy  the  Templeton  Russia  Fund  on  the  New 
York  Stock  Exchange.  This  fund  also  assesses  a  steep  $2.36  per  $100  of 
assets  annually  in  expenses.  Buyers  are  captivated  by  the  fact  that  this  fund 
has  gained  157%  in  the  last  12  months.  Just  keep  in  mind  that  if  Russia  falls 
out  of  favor,  the  fund's  26%  premium  will  quickly  evaporate.  In  1989,  when 
the  Berlin  Wall  started  coming  down,  the  Germany  Fund  traded  at  a  58% 
premium  to  the  value  of  its  portfolio;  it  now  has  a  19%  discount. 


— Annualized  total  return —  Assets  Recent      Premium/discount  (-)  Annual 

8/87         last      5-year  6/30/97  price       recent      52-week  expenses 

to           12  ($mil)  average  per 

7/97       months  $100 


Morgan  Stanley  Capital  Intl  EAFE  index 

6.1% 

18.1% 

13.8% 

Blended  domestic  and  foreign  stock  index 

10.7% 

34.4% 

17.4% 

Forbes  closed-end  intl  stock  composite 

12.1% 

31.2% 

16.0% 

-13.6% 

$1.65 

Alliance  Global  Environment! 

_* 

28.2% 

11.1% 

$106 

$16.88 

-5.7% 

-16.2% 

$1.60 

B 

C 

Asia  Pacific  Fund 

12.9% 

19.5 

16.0 

278 

11.94 

-21.2 

-16.4 

1.57 

Asia  Tigers  Fund 

 * 

17.9 

 * 

289 

11.38 

-21.0 

-18.2 

1.57 

Central  European  Equity 

 * 

44.8 

18.1 

443 

25.75 

-15.6 

-18.9 

1.09 

C 

C 

Clemente  Global  Growtht 

7.7 

33.1 

12.9 

71 

10.56 

-17.7 

-22.0 

1.53 

Delaware  Group  Global  Div  &  Inc t 

 * 

33.6 

 * 

112 

17.81 

2.8 

3.5 

1.02 

Emerging  Markets  Infrastructure 

 * 

36.4 

 * 

270 

14.06 

-19  8 

-18.9 

1.82 

Emerging  Markets  Telecommun 

29.0 

17.7 

190 

18.94 

-17.7 

-17.4 

1.70 

Europe  Fund 

 * 

33.0 

18.4 

204 

17.88 

-14.0 

-13.0 

1.42 

Fidelity  Advisor  Emerging  Asia 

 * 

18.5 

 * 

132 

14.38 

-19.7 

-15.3 

1.63 

Gabelli  Global  Multimedia  Trust! 

 * 

25.4 

 * 

134 

7.75 

-19.2 

-18.5 

1.87 

Global  Small  Capt 

 * 

34.7 

 * 

64 

14.50 

-14.9 

-19.3 

1.74 

GT  Global  Developing  Markets 

 * 

27.7 

 * 

561 

14.44 

-9.1 

-16.9 

1.82 

GT  Global  Eastern  Europe 

 * 

50.6 

17.2 

134 

18.25 

-13.3 

-15.1 

1.92 

Hancock  Patriot  Global  Dividend! 

16.6 

 * 

178 

12.88 

-10.2 

-9.3 

1.21 

Invesco  Global  Health  Sciences! 

 * 

28.9 

16.3 

519 

17.38 

-19.9 

-19.9 

1.21 

■  C 

■  c 

Latin  America  Equity  Fund 

 * 

30.5 

15.2 

179 

18.81 

-14.8 

-15.9 

1.64 

Latin  America  Growth  Fund 

 * 

22.5 

 * 

56 

11.88 

-18.9 

-17.7 

2.22 

A 

■  c 

Latin  America  Investment  Fund 

28.1 

14.0 

182 

20.06 

-17.6 

-16.0 

1.65 

Latin  American  Discovery 

76.7 

24.6 

249 

21.75 

-3.8 

-11.9 

1.81 

Morgan  Stanley  Africa  Investment 

44.7 

327 

16.88 

-19.5 

-20.5 

1.79 

Morgan  Stanley  Asia-Pacific 

 * 

8.9 

 * 

939 

10:69 

-20.2 

-17.3 

1.51 

■  B 

■  c 

Morgan  Stanley  Emerging  Markets 

 * 

40.5 

19.5 

460 

18.56 

-13.6 

-9.9 

1.87 

■  C 

■  c 

Royce  Global  Trust! 

 * 

27.9 

5.2 

51 

5.28 

-19.4 

-17.7 

1.91 

Schroder  Asian  Growth 

 * 

4.7 

 * 

231 

12.50 

-11.0 

-11.3 

1.62 

C 

c 

Scudder  New  Asia 

8.7 

21.0 

13.1 

151 

14.81 

-16.1 

-15.6 

1.87 

Scudder  New  Europe 

 * 

27.8 

15.1 

317 

16.56 

-16.9 

-18.0 

1.51 

TCW/DW  Emerging  Markets  Oppors 

 * 

38.4 

* 

354 

15.81 

-9.5 

-15.0 

1.72 

Templeton  Dragon  Fund 

 * 

37.8 

 * 

1,074 

16.69 

-21.0 

-19.1 

1.50 

B 

B 

Templeton  Emerging  Markets 

25.3 

44.9 

22.3 

368 

25.56 

11.3 

5.6 

1.69 

Templeton  Emerging  Markets  Apprec 

 * 

34.5 

* 

68 

15.13 

-8.1 

-10.9 

1.83 

Performance  through  7/31/97  ■  Global  funds  rated  for  two  periods  oniy;  Foreign,  European  and  Pacific  funds  rated  for  three  periods  only;  maximum  allowable  grade  A.  *Fund 
not  in  operation  or  did  not  meet  asset  minimum  for  full  period.  tGlobal  fund. 


Sources:  Forbes;  Upper  Analytical  Services 


performance  International  funds 


Up  Down 


Fund 


218 


Forbes  ■  September  8,  1997 


—Annualized  total  return —  Assets  Recent      Premium/discount  (-)  Annual 

8/87        last       5-year  6/30/97  price       recent      52-week  expenses 

to          12  ($mil)  average  per 

7/97      months  $k 


Morgan  Stanley  Capital  Intl  EAFE  index  6.1%     18.1%  13.8% 

Morgan  Stanley  Capital  Intl  Emerging  Markets  index  6.6%*    22.6%  14.4% 


Forbes  closed-end  foreign  stock  composite 

7.6% 

27.7% 

11.3% 

-9.7% 

$1.74 

■c 

■  C 

Argentina  Fund 

— * 

43.2  % 

11.8% 

$151 

$16.38 

-4.1% 

-9.2% 

$1.75 

F 

C 

ASA  Limited 

-8.2% 

-27.9 

-2.9 

273 

30.13 

7.0 

3.1 

0.49 

■  C 

■  C 

Austria  Fundi 

* 

18.7 

11.1 

144 

10.63 

-19.1 

-21.1 

1.83 

A 

C 

Brazil  Fund 

15.0 

53.7 

27.9 

581 

30.13 

-19.0 

-16.9 

j.60 

Brazilian  Equity  Fund 

 * 

43.0 

24.8 

134 

16.69 

-21.1 

-17.7 

1.45 

B 

A 

Chile  Fund 

27.2 

18.0 

14.9 

418 

25.94 

-14.5 

-11.3 

1.49 

China  Fund 

 * 

80.3 

14.2 

235 

18.88 

-17.9 

-16.6 

2.35 

Czech  Republic  Fund 

— * 

-0.9 

* 

89 

13.88 

-10.7 

-12.8 

2.09 

Emerging  Germany  Fundi 

— * 

38.8 

9.5 

172 

10.81 

-19.8 

-21.2 

1.33 

■  A 

■  D 

Emerging  Mexico  Fund 

 * 

62.4 

6.0 

146 

10.88 

-16.5 

-18.3 

1.64 

Fidelity  Advisor  Korea 

 * 

-26.4 

 * 

55 

8.38 

-1.9 

1.4 

1.87 

C 

C 

First  Australia  Fundi 

2.5 

13.7 

9.7 

188 

8.94 

-19.3 

-18.6 

1.40 

■  C 

■  C 

First  Iberian  Fundi 

* 

44.1 

15.5 

109 

12.88 

-19.2 

-21.5 

1.77 

First  Israel  Fund 

— * 

62.6 

—  * 

84 

14.75 

-17.5 

-16.0 

2.31 

D 

B 

First  Philippine  Fund 

9.7 

-23.2 

6.8 

186 

12.50 

-10.5 

-17.9 

1.74 

France  Growth  Fundi 

 * 

23.5 

12.0 

219 

11.25 

-22.5 

-21.1 

1.54 

B 

C 

Germany  Fundi 

11.0 

48.3 

18.0 

262 

16.31 

-18.7 

-18.7 

1.26 

Greater  China  Fund 

 * 

90.4 

18.7 

328 

23.25 

-15.9 

-19.2 

2.07 

Growth  Fund  of  Spain} 

 * 

39.0 

16.0 

311 

14.63 

-19.7 

-19.3 

1.25 

.......... 

India  Fund 

 * 

17.7 

—  * 

329 

10.38 

1.2 

-2.8 

2.03 

C 

India  Growth  Fund 

5.6 

-0.2 

-0.3 

123 

13.50 

6.0 

7.0 

2.47 

D 

■  B 

Indonesia  Fund 

 * 

27.1 

4.4 

57 

10.50 

-3.9 

-5.2 

1.77 

Irish  Investment  Fundi 

 * 

30^3 

93 

16.69 

-13.4 

-14.7 

1.60 

D 

D 

Italy  Fundi 

3.2 

22A 

7  A 

108 

9.63 

-18.1 

-17.4 

1.42 

D 

■  A 

Jakarta  Growth  Fund 

— * 

25  J 

2,2 

56 

9.56 

-7.9 

-10.6 

2.07 

Japan  Equity  Fundi 

 * 

-17.0 

U 

ioi" 

9.75 

11.1 

9.9 

1.00 

Japan  OTC  Equity! 

— * 

-22.6 

-0.4 

84 

6.81 

0.0 

-1.1 

1.70 

Jardine  Fleming  China  Region 

— * 

61.2 

12.4 

167 

15.38 

-20.2 

-19.7 

2.18 

Jardine  Fleming  India 

 * 

23.8 

—  * 

117 

11.38 

8.9 

-1.9 

2.83 

Korea  Equity  Fund 

 * 

-26.5 

  * 

52 

6.25 

4.0 

2.2 

2.04 

D 

C 

Korea  Fund 

0.9 

-267 

9.3 

662 

13.94 

7.6 

8.5 

1.32 

■  D 

■  B 

Korean  Investment  Fund 

— * 

-25.6 

0.7 

68 

7.75 

-0.3 

-0.9 

2.00 

C 

.......... 

Malaysia  Fund 

8.1 

-12.8 

10.5 

159 

15.06 

3.1 

-9.1 

1.29 

A 

■  D 

Mexico  Equity  &  Income 

* 

54.3 

14.0 

178 

14.13 

-16.1 

-18.6 

1.51 

A+ 

D 

Mexico  Fund 

18.2 

51.7 

8.4 

1,173 

23.00 

-10.2 

-17.4 

0.95 

Morgan  Stanley  India  Invest 

— * 

19.5 

—  * 

405 

14.00 

16.7 

5.8 

2.10 

New  Germany  Fundi 

 * 

28.0 

12.4 

662 

16.13 

-18.4 

-22.1 

1.01 

New  South  Africa 

 * 

20.9 

 * 

87 

16.00 

-16.5 

-19.1 

2.35 

Pakistan  Investment  Fund 

 * 

20.0 

—  * 

66 

6.94 

-4.4 

-2.0 

2.30 

C 

A 

Portugal  Fund 

7.6 

45.4 

13.9 

113 

17.50 

-20.6 

-19.6 

1.58 

B 

........ 

D 

ROC  Taiwan  Fund 

1.4 

69.6 

14.0 

493 

12.63 

-26.6 

-12.7 

1.75 

■  A 

Singapore  Fund 

— * 

3.5 

11.3 

112 

11.94 

-2.1 

-7.0 

1.88 

Southern  Africa  Fund 

29.7 

129 

17.94 

-19.0 

-18.2 

2.04 

■  C 

■  C 

Spain  Fund! 

 * 

46.4 

11.8 

180 

13.81 

-19.1 

-20.4 

1.73 

c 

B 

Swiss  Helvetia  Fundi 

11.2 

31.0 

213 

382 

25.38 

-19.1 

-17.7 

1.22 

............... 

Taiwan  Equity  Fund 

 * 

102.3 

82 

15.13 

-29.1 

-18.1 

B 

D 

Taiwan  Fund 

5.9 

61.6 

17.7 

526 

24.63 

-29.2 

-13.3 

2.18 

Templeton  China  World 

38.4 

339 

13.88 

-21.1 

-17.4 

1.67 

Templeton  Russia  Fund! 

 * 

157.1 

186 

53.63 

25.9 

6.4 

2.36 

Templeton  Vietnam  Opportunities! 

 * 

11.2 

115 

1256 

-15.1 

-17.6 

1.82 

D 

B 

Thai  Fund 

1.4 

^47.2 

0J 

143 

15.31 

40.0 

15.3 

1.19 

C 

C 

United  Kingdom  Fund! 

9.3 

19.5 

13.5 

63 

13.25 

-15.0 

-16.0 

1.53 

Performance  through  7/31/97.  ■  Fund  rated  for  three  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period. 
{Foreign  fund.  'Annualized  return  1/31/90  through  7/31/97. 


Sources:  Forbes;  Lipper  Analytical  Services. 
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«?» <>$tment  Edge: 


Call  Prudential  Securities  for 
"Strategies  for  Investing  in  Today's  Markets." 


Prudential 

has  solutions  for 

a  lifetime  of 

financial  needs. 
• 

Financial  Planning: 
Education 
Retirement 
Estate 
• 

24-hour  online 
access  to  account 
information 
• 

Outstanding 

research  capabilities 
• 

More  than  5,000 
Financial  Advisors 
• 

Complete  menu 
of  mutual  funds, 
annuities,  stocks, 
bonds  and  CDs, 
IRAs  and  401  (k)s 


Let  Prudential  be  your  guide  in 
today's  dynamic  marketplace. 

Prudential's  "Strategies  for  Investing 
in  Today's  Markets"  is  full  of  sound 
investment  ideas  that  can  give  you  the 
edge  you're  looking  for. 

Turn  expert  analysis  into 
specific  action.  Your  Prudential 
Securities  Financial  Advisor  will  link  you 
to  some  of  the  top  minds  on  Wall  Street 
and  show  you  thoughtful  ways  to  put  their 
insights  to  work  for  your  portfolio — whether 
you're  refocusing  your  assets  or  just  fine 
tuning  a  few  holdings. 

Map  out  a  strategy  with  powerful 
research  and  planning  tools. 

Prudential's  world-class  research,  combined 
with  the  expertise  of  a  Financial  Advisor 
can  help  you  anticipate  market  changes  and 
adjust  your  portfolio  to  take  advantage  of 
new  opportunities. 

Using  our  Personal  Financial  Architect,^ 
you  and  your  Financial  Advisor  can  create 
a  long-term  asset  allocation  plan.  Or,  our 
Managed  Assets  Consulting  Services 
(MACS)  can  help  you  to  craft  a 
customized  portfolio  with  full-time 
professional  investment  management 
from  well-known  advisory  firms. 

I  Work  with  us  the  way  you 
&  want  to.  Prudential  Securities' 
B  new  Valued  Investor  ProgramSM 

offers  you  a  convenient 
Wm  alternative  to  traditional 
W  commissions — one  annual 
fee  based  on  eligible  assets. 


1  1 

■  ■ 

****         .  f*6 

Benefit  from  "Strategies  for 
Investing  in  Today's  Markets." 

Turn  market  conditions  into  an 
opportunity  for  thoughtful  review  of 
your  investment  strategy.  Prudential's 
complimentary  guide  can  help. 

"Strategies"  is  full  of  tips  for  staying 
focused  on  your  long-term  goals  and 
ideas  to  help  you  uncover  opportunities 
under  any  market  conditions — ideas  you 
can  explore  with  your  Financial  Advisor. 
It's  a  great  framework  to  help  you  align 
your  portfolio  to  handle  what's  ahead. 
Put  the  power  of  the  Rock  to  work  for  you. 

Call  toll  free: 

1-888-615-2300 

ext.  381 3 

www.prusec.com 


Prudential 

Securities 


©  6/97  Prudential  Securities,  199  Water  St.,  New  York,  NY,  10292.  Member  SIPC.  Prudential  Securities  is  a  wholly  owned  subsidiory  of  the  Prudential  Insurance  Company  of  America. 


THE  FORBES/BARRA  WALL  STREET  REUIEW 


BY  JOHN  H.  CHRISTY 


Van  Eck  Global's  Derek  van  Eck  has 
added  to  his  firm's  $300  million 
portfolio  of  stocks  backed  by  oil, 
paper  and  other  hard  assets. 

One  recent  addition  is  kcs  Energy 
(kcs,  $26),  an  exploration  and  pro- 
duction outfit  that  has  quadrupled 
reserves  since  the  end  of  1996.  Wall 
Street  is  worried  about  weaker  oil 
prices,  but  Van  Eck  says  that  kcs'  ris- 
ing production  will  offset  price 
weakness. 

Among  the  cyclical  paper  compa- 
nies, Van  Eck  chooses  Mead  Corp. 
He  thinks  Mead,  which  earned  $3.67 
a  share  in  1996,  can  earn  $10  when 
the  paper  cycle  peaks  again  in  a  few 
years.  Van  Eck  expects  Mead  (mea, 
$70)  to  hit  $100  in  the  next  18 
months.  Another  pick:  the  American 
Depositary  Receipts  of  Asia  Pulp  and 
Paper  (pap,  $14). 


Special  focus 


Wall  Street  is  worried  about  the  impact 
of  deregulation  on  the  electric  utility 
industry,  but  in  a  jittery  market  the  util- 
ities' high  dividend  yields  could  make  the 
stocks  less  volatile. 

The  six  utilities  listed  below  have 
payout  ratios  averaging  65%,  are  rated 
B++  or  higher  by  Value  Line  and,  as  a 
group,  sell  for  less  than  13  times  esti- 
mated earnings.  These  companies  are 
also  expected  to  post  higher  earnings  in 
fiscal  1998. 


Power  play 


Company 

Recent 
price 

Yield 

Black  Hills 

$27.25 

5.2% 

Ipalco  Enterprises 

32.25 

3.1 

Nipsco  Industries 

41.13 

4.4 

Otter  Tail  Power 

32.00 

5.8 

Teco  Energy 

24.69 

4.8 

Washington  Water  Power 

19.88 

6.2 

Sources:  Value  Line  via  OneSource  Information  Services:  IBES  Express 

The  overall  market 


5100 
4700 
4300 
3900 
3500 
3100 
2700 
2300 
1900 


The  Barra  All-US  price  index  as  of  8/15/97 

Market  value:  $10.4  trillion 
PIE:  21.9 

P/E  minus  negative  EPS:  20.4 
Price/book:  3.3 
Yield:  1.5% 


'Performance 

Last  4  weeks 
Since  12/31/96 


'87    '88    '89    '90    '91    '92    '93    '94    '95   '96  '97 


Barra  index 

200-day  moving  average 


S0NDJFMAMJJA 

'96  '97 


Closeup  on  the  markets 


%  change  from 


Index  or  investment 
Barra  All-US  index 
S&P/Barra  Growth  index  > 
S&P/Barra  Value  index2 
Dow  Jones  industrials 
S&P  500 
NYSE 
Nasdaq 

PSE  Tech 1003 
EAFE4 

5,6 

CRB  futures  index 
Gold  (Comexspot) 
Yen6  (per  $US) 
Oil  (W  Texas  Intermediate) 


2-week  change 


-3.9% 
-5.8 
-4.0 
-6.1 
-4.9 
-4.5 
-2.0 
-2.1 
-1.7 
-1.7 
0.3 
-0.7 
-1.0 


1  year  ago 

5-year  high 

31.6% 

-5.3% 

38.8 

-7.0 

31.8 

-5.3 

35.2 

-6.8 

35.4 

-6.2 

31.8 

-5.6 

37.8 

-4.2 

59.0 

-5.0 

12.1 

-3.9 

-4.2 

-8.7 

-15.6 

-21.5 

9.2 

-7.6 

-8.5 

-24.5 

The  best  and  worst  performing  stocks 


The  best  and  worst  performing  industry  factors6 


Best 

2-week 
change 

Change 
since 
12/31/96 

Worst 

2-week 
change 

Change 
since 
12/31/96 

Tobacco 

3.9% 

17.8% 

Beverages 

-11.2% 

13.7% 

Precious  metals 

1.0 

-4.9 

Oilfield  services 

-9.7 

30.9 

Broadcasting,  publishing 

0.1 

25.1 

Photographic,  optical 

-9.4 

-26.7 

Paper 

-0.4 

23.2 

Household  products 

-8.6 

22.7 

Telecommunications 

-0.7 

14.1 

Pharmaceuticals 

-8.2 

21.7 

2-week 

1997 

2-week 

1997 

Best 

Price 

change 

EPS' 

Worst 

Price 

change 

EPS' 

System  Software 

$13.13 

52% 

$0.25 

HighwayMaster  Comm 

$8.38 

-42% 

$-0.83 

Keystone  Heritage  Group 

47.75 

49 

2.43 

USCS  Intl 

18.75 

-41 

0.92 

Micro  Warehouse 

22.13 

34 

0.92 

Learning  Tree  Intl 

25.88 

-36 

0.57 

MacDermid 

77.50 

32 

3.31 

Wet  Seal 

18.63 

-31 

1.45 

Sunquest  Information  Systems 

14.50 

32 

0.62 

Petsmart 

7.97 

-28 

0.27 

Note:  Data  for  period  ending  8/15/97.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  U.S.  common  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  traded  on 
U.S.  markets.  ADRs,  REITs  and  closed-end  funds  are  excluded.  'Total  return  of  more  than  150  large-capitalization  stocks  that  have  high  historical  earnings  growth  and  have  predicted  above-average  earnings 
growth.  'Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnmgs  ratios.  3A  price-weighted  index  of  100  widely  followed  U.S. 
technology  stocks.  Base  value  12/31/82  =  50  (adjusted).  4A  do'lar-denominated  capitalization-weighted  index  of  more  than  1,100  foreign  stocks.  Source:  Morgan  Stanley  Capital  International.  5lndex  of  21 
commodity  futures.  6Source:  Bridge-Commodity  Research  Bureau.  Estimate.  Source:  IBES  Express.  "Shows  return  after  controlling  for  other  influences,  including  company  size,  value  and  growth  characteristics. 
Multi-industry  firms  have  proportional  contributions  in  two  or  mo<e  groups.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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Foreif    s.  U.S. 

markets 

Developed  markets 

Emerging  markets 

$220 

Total  return2 

Total  return' 

Value  of  $100  invested  7/31 

/ 

Market 

3  months  12  months 

P/E 

3  months 

12  months 

P/E 

S&P  500  / 

51% 

26 

Netherlands 

24% 

Morgan  Stanley  Capital  International  indexes 

160 

r 

Finland 

23 

68 

25 

Emerging  (EM)3 

10% 

23% 

20 

130  / 

Sweden 

23 

50 

20 

Emerging  (EMF)4 

10 

23 

19 

Germany 

19 

39 

30 

Best  and  Worst  Markets 

Switzerland 

18 

34 

68 

Russia 

56 

230 

26 

90  ^ 

Singapore 

2 

-6 

15 

Venezuela 

47 

123 

'94  '95 

'96 

'97 

Australia 

4 

21 

20 

Pakistan 

37 

35 

24 

As  of  7/31/97 

S&P  500 

EAFE 

6 

21 

20 

China' 

-21 

30 

15 

P/E 

23.7 

28.1 

Belgium 

Yield 

1.6% 

1.7% 

Norway 

9 

30 

16 

Poland 

-15 

-6 

14 

Price/hook 

4.9 

2.7 

Spain 

9 

47 

22 

Thailand 

-15 

-48 

15 

BY  JOHN  H.  CHRISTY 


So  far  this  year  stock  markets  in  Thailand,  Malaysia  and 
the  Philippines  have  each  lost  about  a  third  of  their  value 
in  U.S.  dollars.  William  P.  Sterling,  global  strategist  at  BEA 
Associates,  has  shifted  weights  from  Southeast  Asia  to 
north  Asia  (South  Korea  and  China),  and  is  sticking  with 
large-capitalization  companies.  Example:  LG  Electronics, 
a  South  Korean  consumer  electronics  company.  Sterling 
says  that  the  weak  won  is  favorable  for  lg's  exports. 
Another  plus:  The  firm  has  significant  exposure  to  China, 
India  and  other  fast-growing  markets. 


After  posting  stellar  gains  through  the  end  of  July, 
European  markets  also  tumbled.  Morgan  Stanley's  Euro- 
pean index  fell  3.5%  in  dollars  in  the  first  two  weeks  of 
August.  Sterling  thinks  there  are  still  bargains  in  Europe. 

One  example  is  Adecco  SA,  a  Swiss  personnel  agency 
that  places  temporary  workers  (Forbes,  July  7).  Sterling 
thinks  Adecco  is  a  good  play  on  European  restructur- 
ing. He  also  likes  Netherlands-based  Philips  Electron- 
ics, which  has  shed  weak  businesses,  and 
Germany's  Volkswagen,  a  beneficiary  of  the  weak 
deutsche  mark. 


Who's  hot 

Who's  not 

Company/country 

Business 

Price 

3-month 
price 
change 

P/E 

Company/country 

Business 

Price 

3-month 
price 
change 

P/E 

United  Microelectronics/Taiwan 

electronics 

$  4.74 

154% 

65 

Avgold/South  Africa 

gold  mining 

$  0.89 

-45% 

10 

Taiwan  Semiconductor  Mfg/Taiwan 

semiconductors 

5.40 

138 

30 

JG  Summit  Hldgs/Ph  i  1  i  ppi  nes 

multicompany 

0.14 

-40 

5 

ASM  Lithography/Netherlands 

semicon  equip 

81.26 

117 

34 

Fii-Estate  Land/Philippines 

real  estate 

0.17 

-39 

4 

Grupo  Financiero  Bancomer/Mexico  bank 

0.74 

111 

76 

Siam  Cement/Thailand 

cement 

15.38 

-39 

8 

Tata  Tea/India 

tea 

11.42 

78 

34 

Industrial  Finance/Thailand 

finance 

1.57 

-38 

Cheap  stocks  in  emerging  markets 

High-yielding  stocks  in  developed  markets 

Company/country 

Business 

Price 

Price/ 
book 

P/E 

Company/country 

Business 

Price 

Yield 

P/E 

Ceska  Sporitelna/Czec  Republic 

bank 

$7.66 

0.8 

6  : 

United  Utilities/UK 

water  &  elec  utility  $11.58 

5.3% 

9 

India  Cements/India 

cement 

2.90 

1.4 

8 

CMB/Belgium 

shipping 

68.41 

5.1 

5 

Sterlite  Industries/India 

wires  &  cables 

6.95 

1.1 

8 

Hyder/UK 

engineering 

14.15 

5.1 

8 

Ciputra  Development/Indonesia 

real  estate 

0.76 

•?;  1.1  • 

9 

IFIfltaly 

food;  svcs 

1.73 

4.8 

6 

Usiminas/Brazil 

steel 

11.67 

1.0 

10 

Christiania  Bank/Norway 

bank 

3.54 

4.5 

6 

Note:  Data  for  period  ending  7/31/97.  Selected  stocks  have  a  market  capitalization  of  at  least  $300  million.  All  prices  are  in  U.S.  dollars.  'Shows  price  return  on  the  EAFE  index 
of  foreign  stocks  converted  into  U.S.  dollars.  Performance  numbers  reflect  both  local  price  change  and  currency  fluctuation.  For  developed  markets,  dividends  are  reinvested 
after  subtracting  foreign  withholding  tax.  For  emerging  markets,  gross  dividends  are  reinvested.  3lndex  of  stocks  available  to  foreign  and  domestic  investors.  4lndex  of  stocks 
available  to  foreign  investors.  Source:  Morgan  Stanley  Capital  International  via  OneSource  Information  Services. 
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ONFERENCE 

Fbrbes  Magazine 


in  association  with 


presents 

The  1997  Small-Business  Enterprise  Conference 

PROPHETS  NC 
ON  THE 

FUTURE 

lecember  7-9,  1997 
he  Mirage  Hotel 
as  Vegas,  Nevada 


Heet  the  founders  of  some  of  America's  most  dynamic  and 
iccessful  businesses  and  learn  firsthand  how  to  profit  from 
eir  experience.  It's  all  taking  place  at  the  1997  Forbes  Small- 
jsiness  Enterprise  Conference,  a  must-attend  conference  for 
owing  small  businesses. 


r  more  information:  call:  212-206-5521 
fax:212-206-5158 
e-mail:  sbec@forbes.com 
visit  our  website  at  www.forbes.com/conf 


inference  Partners: 

v*A  American 
\r\  Airlines® 


Cards 


The  Fran  Tarkenton 
Small  Business  NETworfc 


PROPHETS 
INCLU 


Steve  Forbes 
President  and 
CEO, 
Forbes  Inc.; 
Editor-in-Chief, 
FORBES  Magazine 


Jim  McCann 
Founder 
1-800-FLOWERS 


Fran  Tarkenton 
Hall  of  Fame 
Quarterback,  founder 
of  12  businesses, 
including  the  Fran 
Tarkenton  Small 
Business  NETwork 


Larry  King 
Host 

Larry  King  Live 


Frank  Meeks 
Leading  Domino's 
Pizza  Franchisee 


The  Honorable 
Robert  B.  Reich 
Former  U.S. 
Secretary  of  Labor 


STREEW 


EDITED  B 
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insurance 


Worried  abou  1     rating  equities  but  still  want 
to  own  them'    nsider  buying  insurance — 
ocks,  that  is.  Charles  Clough,  chief  investment  strate- 
gist at  Merrill  Lynch,  thinks  insurance  company  shares 
provide  the  best  of  both  worlds:  participation  in  a  rising 
stock  market,  but  downside  protection  provided  by  their 
heavy  ownership  of  bonds. 

Both  property  and  casualty  and  life  insurance  compa- 
nies have  loaded  up  their  balance  sheets  with  bonds  and 
mortgages,  holdings  that  cushion  insurers  from  earnings 
disappointments.  The  stocks  are  cheap,  trading  at 


roughly  half  the  S&P  500's  price/earnings  multiple. 
They're  like  closed-end  bond  funds,  trading  at  discounts 
to  net  asset  values. 

These  stocks  are  also  takeover  candidates.  "Think 
of  the  insurance  industry  as  banking  in  drag,"  says 
Clough,  noting  another  industry  experiencing 
consolidation. 

Four  stocks  that  are  worth  considering  all  trade  at 
multiples  well  below  the  market:  Jefferson- Pilot  Corp. 
(NYSE:  jp),  ReliaStar  Financial  Corp.  (NYSE:  RLR), 
Allstate  Corp.  (NYSE:  all)  and  W.R.  Berkley  Corp. 
(Nasdaq:  bkly).  H 


Woolworth  woes 

The  company  that  made 
the  five-and-dime  famous  is 
trying  to  recast  itself  for  fitness 
fanatics.  Woolworth  Corp.  ($7  bil- 
lion estimated  1997  sales) 
announced  in  July  that  it  was  shut- 
tering its  domestic  variety  stores  to 
concentrate  on  athletic  stores. 
Investors  are  cheering, 
in  spite  of  a  second- 
quarter  earnings 
report  that 
showed  weak- 
ness in  the 
athletic  divi- 
sion. Wool- 
worth's 
stock  (NYSE: 
z)  has  risen 
32%  since 
April,  to  a 
recent 
$25.13. 

Short  the  " *  *~'x  '  ' 

stock.  Same- 
store  sales  in 

Woolworth's  athletic  group) — 
responsible  for  virtually  all  the  com- 
pany's operating  income — fell  8%  in 
July  over  the  same  period  last  year. 
Back-to-school  buying  looks  no 
better.  Expensive — $100  and  up — 
basketball  shoes  are  50%  of  Foot 
Locker's  sales;  they're  one  of  the 
athletic  market's  weakest  segments. 

Foot  Locker's  got  more  competi- 
tion than  ever.  Its  stores  are  on  aver- 
age nine  years  old;  Footaction  and 
Finish  Line  stores,  expanding  into 
Woolworth 's  mall  territory,  are 
newer  and  flashier.  Nike  is  widening 
its  distribution  channels  away  from 


Foot  Locker,  opening  Nike  shops  in 
department  stores  as  well  as  its  Nike- 
town  emporiums.  Bernard  Sosnick,  a 
retail  analyst  with  Genesis  Merchant 
Group  Securities,  notes  that  Foot 
Locker  stores  are  small,  a  frustration 
to  suppliers  who  want  retailers  to 
showcase  hundreds  of  shoes. 

With  new  Foot  Locker 
store  openings  about 
three  months  behind 
schedule,  inventories  are 
piling  up.  Add  poten- 
tial rent  increases  from 
converting  75  or  so 
Woolworth  stores  to 
an  athletic  format, 
and  this  stock  looks 
_  vulnerable.  Sosnick 
§  guesses  the  company 
I  will  only  earn  $1.55 
§  this  year,  10  cents 
g  below  Street  consen- 
"2  sus.  Shares  could  fall 
o  to  $18  by  year-end,  a 
28%  decline.  Stock  is 
borrowable. 

Closing  the  gap 

Closed-end  funds  trading 
.it  ,i  discounl  to  their  net 
asset  values  have  long  been  madden- 
ing to  investors.  (For  more  on  this, 
see  the  feature  on  closed-ends  that 
begins  on  page  206.) 

One  remedy  is  for  an  equity  fund 
to  pay  shareholders  a  set  distribution 
every  year,  say  10%  of  net  asset 
value,  whether  it's  earned  or  not. 
Perhaps  in  an  effort  to  narrow  its 
trading  discount,  Royce  Value  Trust 
recently  announced  such  a  move. 


Which  funds  are  likely  to  try  to 
close  the  gaps  next?  One  analyst 
speculates  that  Tri- Continental 
(NYSE:  TY)  is  the  most  likely.  Net 
asset  value  is  $34.06,  but  it's  trading 
at  $27.25,  a  20%  discount.  Other 
possibilities  are:  Adams  Express 
(adx),  General  American  Investors 
(gam)  and  Morgan  Grenfell  Small - 
Cap  (mgc).  All  trade  on  the  NYSE. 

Why  would  handing  out 
unearned  dividends  make  a  fund 
more  valuable?  Isn't  this  just  getting 
your  own  principal  back?  Yes,  but 
remember  that  every  dollar  Tri- 
Continental  sends  you  is  a  dollar  for 
which  you  paid  only  80  cents.  The 
faster  the  dollars  come  back  to  you, 
the  better. 

The  dividend  moves  often  take  a 
couple  of  weeks,  so  when  you  read 
that  a  fund  is  changing  its  policy, 
buy  it  at  least  for  a  trading  turn. 

Taking  off 

US  Airways  Group  got  hit 
with  new  taxes  in  the  July 
budget  bill,  but  the  stock  is  a  buy, 
says  Julius  Maldutis  of  Salomon 
Brothers.  Cheaper  fuel,  capacity  con- 
straints and  strong  demand  for  travel 
will  push  profits  higher,  more  than 
offsetting  increased  taxes.  At  a 
recent  $35.81  (NYSE:  u),  the  shares 
trade  at  seven  times  trailing  earnings. 

The  airline's  profits  more  than 
quadrupled,  to  $2.33  per  share  in 
1996  from  55  cents  in  1995.  Why's 
the  stock  so  cheap?  US  Airways' 
costs  are  higher  than  other  major 
carriers' — 12  cents  per  available  seat 
mile  versus  an  industry  average  of  9 
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cents.  To  cut  expenses,  management 
has  asked  pilots  to  take  a  reduced 
wage-and-benefits  package.  In 
return,  US  Airways  has  promised  to 
expand  routes,  avoiding  layoffs. 
With  this  deal,  the  company  will  be 
able  to  go  ahead  with  plans  to  buy 
400  planes  from  Airbus  Industrie. 


The  purchase  could  help  US  Airways 
cut  costs  by  an  estimated  $200  mil- 
lion annually.  Airbus  has  given  US 
Airways  a  Sept.  30  deadline  to  final- 
ize the  order. 

Susan  Donofrio,  an  analyst  at 
NatWest  Securities,  sees  upside  with 
or  without  a  contract  win.  If  labor 
says  no,  she  expects  the  company  to 
shrink  itself  into  a  regional  carrier. 
By  shutting  down  moneylosing 
operations — Baltimore,  Florida  and 
transcontinental — it  could  compete 
against  other  low-cost  providers  with 
its  planned  budget  airline,  US2. 

Should  labor  accept  manage- 
ment's offer,  the  company  would  be 
able  to  boost  earnings.  US  Airways 
ended  its  revenue -sharing  deal  with 
British  Airways  (see  story,  p.  165)  in 
March  and  has  applied  to  serve 
London  directly.  It  could  also  begin 
serving  Germany,  Italy  and  Spain. 

Regardless  of  the  contract's  out- 
come, analysts  expect  US  Airways 
shares  to  hit  $45  by  year-end, 
almost  a  20%  rise.  Costs  fell  5%  last 
quarter,  and  earnings  per  share 
should  be  $5.32  this  year,  more 
than  double  last  year's.  lulian 
Robertson  is  another  believer  in  the 
stock.  Tiger  Management — the 
largest  holder — owns  19%  of  the 
common.  B 
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DIVERSIFY  FOR 
GROWTH  IN  SMALL-CAPS 


T.  Howe  Price  Diversified  Small-Cap  Growth  Fund  is  our  newest 
opportunity  to  tap  the  long-term  growth  potential  of  small  compa- 
nies. The  fund  takes  advantage  of  proprietary  quantitative  strategies 
to  construct  a  portfolio  that  is  widely  diversified  among  a  large  num- 
ber of  stocks  in  small,  growing  companies.  The  fund's  broad  stock 
diversification  offers  performance  consistent  with  the  small-cap 
growth  market,  and  it  should  provide  less  volatility  than  similar 
funds  with  narrower  portfolios. 

Benefit  from  our  expertise.  T.  Rowe  Price  is  recognized  as  one  of 
America's  leading  small-cap  investment  managers,  with  more  than 
$14  billion  in  small-cap  assets  under  management.  Of  course,  since 
small  companies  often  have  narrower  markets,  limited  financial 
resources,  and  less-liquid  stocks  than  larger  companies,  their  share 
prices  will  be  more  volatile.  Minimum  investment  $2,500  ($1,000 
for  IRAs).  No  sales  charges. 


Investing  in 
Small-Company 
Stocks 
I 


Call  24  hours  for  a 
free  information  kit 
including  a  prospectus 

1-800-541-8364 

www.  troweprice.  com 


Invest  With  Confidence 

T.RowePrice 


I8|i 


Read  the  prospectus  carefully  before  investing.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 


^Jlie  fourth  ^s$nnua( 

Single  Malt  &  Cigar  Extravaganza 

Ladies  and  Gentlemen  Are  Cordially  Invited  tp  Attend  A  Gala  Evening  of  Rare  and  Unique 
Single  Malt  Scotch  Whiskies  Paired  With  The  Finest  of  Cigars  Front 

MACANUD0  *  PARTAGAS  •  TEMPLE  HALL  ESTATES  •  PUNCH  •  H0Y0  DE  MONTERREY 


Jeaturina: 


Aberlour 
The  Balvenie 

•  Founders  Reserve 

•  Doublewood 

•  Single  Barrel 
Benriach 
Bushmills  Malt 
Caol  Ila 
Cardhu 
Cragganmore 
Dalwhinnie 
Edradour 
Glendronach 
Clenfiddich 

•  Special  Reserve 

•  Single  Cask  15  Year  Old 
Glenglassaugh 
Glencoyne 

GLen  Keith 
Glenkinchie 
The  Glenlivet 

•  12  Year  Old 

•  18  Year  Old 

Scotch  Malt  Whisky 
Society  Members 

$40.00 


Hotel  Bel-Air  -  Los  Angeles,  California 
Wednesday.  September  24.  1997 
The  City  Club  of  S.F.  -  San  Francisco,  California 
Friday.  September  26.  1997 
The  Swissotel  -  Atlanta,  Georgia 
Wednesday.  October  15.  1997 
The  Chicago  Hilton  &  Towers  -  Chicago,  Illinois 
Wednesday.  October  22.  1997 
The  Hyatt  Regency  -  Denver,  Colorado 
Thursday.  October  23.  1997 
The  Ritz  Carlton  -  Boston,  Massachusetts 
Tuesday.  October  28.  1997 
J.W.  Marriott  -  Washington,  DC 
Wednesday.  October  29.  1997 
The  New  York  Marriott  Marquis  -  N.Y.,  New  York 
Thursday.  October  30.  1997 
The  Houston  City  Club  -  Houston,  Texas 
Wednesday.  November  5.  1997 
Ancala  Country  Club  -  Scottsdale,  Arizona 
Thursday.  November  6.  1997 
The  Pyramid  Club  -  Philadelphia,  Pennsylvania 
Thursday.  November  13.  1997 
Hotel  Inter-Continental  -  Miami,  Florida 
Thursday.  November  20.  1997 

6:30  -  8:30  P.M. 


0*v>vv  Co-Hosted  By 

Forbes  FYI  Magazine  &  The  Scotch  Malt  Wh 

Reservations  are  limited.  Admission  by  advance  ticket  purchase  only  Telephone  1 

Jacket  Required 

Special  Rates  for  Corporate  Tables  of  8  or  More     •     Hors  D'oeuvres 


Clenmorancie 

•  10  Year  Old 

•  18  Year  Old 

•  Port  Wood  Finish 

•  Sherry  Finish 

•  Madeira  Finish 
Glen  Ord 

Glen  Rothes 
Highland  Park 
Knockando 
Lacavulin 
Laphroaic 

•  10  Year  Old 

•  15  Year  Old 
Loncuorn 
Oban 

Port  Ellen 
Scapa 

St.  Magdalene 

Strathisla 

Talisker 

Tamdhu 

Tormore 


THE  CONTRARIAN 

Extraordinary  delusions:  1997 


BY  DAVID  DREMAN 


David  Dreman  is  chair- 
man of  Dreman  Value 
Advisors,  Investment 
Counsel,  New  Jersey, 
and  author  of  The  New 
Contrarian  Investment 
Strategy. 


With  that  mid-August  drop  of  500  points 
in  the  Dow  Jones  industrial  average  remind- 
ing us  that  markets  go  down  as  well  as  up,  it's 
a  good  time  for  some  perspective.  I  recom- 
mend reading  about  the  time  when  sober 
Dutch  burghers  frantically  bid  up  the  prices 
of  tulip  bulbs  or  when  British  merchants  and 
aristocrats  bet  their  estates  on  South  Sea 
shares.  Thomas  Mackay  published  his  classic 
Extraordinary  Popular  Delusions,  And  The 
Madness  Of  Crowds  in  1852.  It  described  the 
behavior  of  people  swept  away  by  fads  turned 
into  manias.  It's  a  funny  thing.  Investors  still 
get  swept  away  by  nutty  ideas. 
To  cite  a  few: 

Popular  delusion  one:  Nothing  can  stop 
this  market.  In  my  last  column  (Aug.  11)  1 
warned  about  the  steepness  of  the  market's 
rise  since  1990  and  the  euphoria  it  was  gen- 
erating. Yes,  the  Dow  has  rebounded  from  its 
recent  plunge,  but  no  market  stays  over- 
priced forever.  This  one  will  not  be  the 
exception. 

Value  strategies  have  outperformed 
the  market  in  studies 
going  back  to  the  Thirties. 

Popular  delusion  two:  The  belief  that  ana- 
lysts can  forecast  earnings  and  that  it's  safe  to 
base  your  investments  on  their  projections. 
My  studies  of  analysts'  consensus  estimates 
show  that  most  of  them  miss  the  mark  fairly 
consistently.  A  study  in  my  column  (Dec.  9, 
1991),  since  updated,  showed  the  average 
analyst  missed  actual  earnings  by  more  than 
40%  in  the  1973-95  period. 

Depending  on  these  estimates  to  justify 
paying  high  prices  for  stocks  on  the  basis  of 
what  they  are  expected  to  earn  five  years  out 
is  about  as  safe  as  counting  on  winning  the 
New  York  State  Lottery  with  a  single  ticket. 

Popular  delusion  three:  Markets  are  effi- 
cient. The  efficient  market  hypothesis,  or 
emh,  would  do  credit  to  medieval  alchemists 
and  is  about  as  scientific  as  their  efforts  to 
turn  base  metals  into  gold. 

One  would  have  thought  that  the  October 
1987  crash  would  have  buried  emh;  that 
debacle  was  caused  almost  entirely  by  tools 
spawned  by  its  believers — index  arbitrage, 


portfolio  insurance  et  al.  Yet  the  theory, 
though  discredited,  lives  on. 

Popular  delusion  four:  Market  timers  can 
stack  up  superior  returns,  selling  when  stocks 
look  high,  buying  back  in  when  stocks  look 
cheap.  The  truth  is  nobody  can  consistently 
predict  the  ups  and  downs  of  the  market. 

Myths  wax  and  wane,  but  value  remains  a 
guide  to  sound  investing.  It  won't  make  you 
money  in  all  kinds  of  markets  but  it  will  help 
protect  you  from  being  swept  away  by  each 
new  mania.  Value  investing — sticking  to  the 
lower  p/e  segment  of  the  market — won't  get 
you  out  at  the  top  and  back  in  at  the  bottom 
but  it  will  save  you  from  paying  too  much  for 
over- optimistic  analyst  forecasts.  These  strate- 
gies have  outperformed  the  market  in  studies 
going  back  to  the  Thirties. 

With  the  market  close  to  record  highs, 
value  is  definitely  the  place  to  be. 

The  tobacco  stocks,  led  by  Philip  Morris 
(44,  MO),  are  an  example  of  value.  The  tobac- 
co settlement  should  cost  no  more  than  40 
cents  a  share  in  annual  earnings  but  it  will 
forever  remove  the  clouds  to  the  company's 
viability.  MO  has  been  a  15%  grower  for 
decades,  yet  it  commands  a  below-market 
multiple  of  16  and  yields  3.6%.  With  a  settle- 
ment, it  is  likely  this  group  will  get  the  multi- 
ples accorded  to  other  quality  consumer 
product  companies,  20  to  25  times  earnings 
versus  the  current  14  or  so. 

Universal  Corp.  (35,  uw),  the  largest 
processor  of  tobacco  for  the  major  manufac- 
turers in  this  country,  as  well  as  abroad. 
Earnings  are  up  41%  for  its  last  fiscal  year 
(ended  June  30),  with  further  gains  ahead. 

ust,  Inc.  (28,  ust),  the  largest  producer 
and  marketer  of  smokeless  tobacco,  has  been 
hit  by  the  tobacco  worries  and  by  a  loss  of 
some  market  share.  But  the  company  domi- 
nates its  field,  and  is  likely  to  continue  to 
hold  a  near-80%  share  of  this  market.  The 
stock  trades  at  a  p/e  of  11  and  yields  5.7%. 

Columbia/HCA  Healthcare  (33,  col),  the 
largest  hospital  management  company  in  the 
country,  is  currently  the  target  of  major  feder- 
al and  state  investigations  for  overcharging. 
All  the  news  is  bad.  Although  it  is  likely 
Columbia  will  face  stiff  fines,  its  basic  prof- 
itability appears  intact.  The  27%  decline  from 
its  recent  high  appears  to  more  than  discount 
current  problems.  The  stock  trades  at  a  p/e 
of  13  and  yields  0.1%.  mm 
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CAPITAL  M'  as 


Bo  A  yiel'ds  and 
r  Jier  niy  ths 


BY  MARILYN  COHEN 


Marilyn  Cohen  is 
president  of 
Envision  Capital 
Management,  Inc., 
a  Los  Angeles 
fixed  income 
money  manager. 
envision@ix.netcom.com 


Suppose  you  are  interested  in  buying  into 
the  Lord  Abbett  U.S.  Government  Securities 
Fund.  What's  the  yield?  If  you  call  the  fund 
up  and  ask  for  the  yield,  you  are  told  that  it  is 
just  under  5%. 

But  if  you  look  in  Forbes'  bond  fund  tables 
you  will  see  that  the  fund's  A  shares  pay  about 
8%  a  year  in  income  dividends.  This  number  is 
the  "distributed  yield."  It's  equal  to  income 
dividends  over  the  past  12  months,  divided  by 
current  net  asset  value,  plus  capital  gains. 

The  smaller  number  is  what  the  industry 
calls  the  SEC  yield.  The  Securities  &  Exchange 
Commission  has  decreed  a  formula  for  calcu- 
lating yields  that  is  designed  to  prevent  funds 
from  concocting  artificial,  unsustainable  pay- 
outs and  advertising  them  as  if  they  were  a 
measure  of  return  from  a  portfolio. 

The  SEC  yield  is  computed  from  the  yields 
to  maturity  of  a  portfolio's  bonds  over  the 
past  30  days,  adjusted  for  expenses.  It  is  based 
on  the  fund's  offering  price,  which  includes 
the  sales  load,  if  there  is  one.  The  monthly 
computation  is  then  annualized. 

Why  would  payouts  be  so  different  from 
SEC  yields?  Apart  from  the  effect  of  the  sales 
load,  there  is  frequently  one  big  reason  for  the 
discrepancy:  premium  bonds.  A  fund  that 
wants  to  pay  out  fat  income  checks  can  stock 
up  on  high-coupon  bonds.  Their  current  pay- 
outs are  higher  than  their  yields  to  maturity. 

The  10.75%  Treasury  of  2005,  for  example, 
trades  at  128.  Buy  one  at  that  price  and  you 
can  kid  yourself  that  the  bond  is  "yielding" 
8.4%  (coupon  of  10.75%  divided  by  128).  But 
when  the  bond  matures  in  2005,  you've  got  a 
principal  loss  of  28  points.  The  current  yield  is 
8.4%,  but  the  yield  to  maturity  on  this  bond  is 
only  6.25%.  The  yield  to  maturity  takes  into 
account  bond-premium  erosion. 

The  Lord  Abbett  fund  is  an  extreme  exam- 
ple of  the  gap  between  the  two  modes  of  mea- 
surement, but  it's  not  the  only  one.  Morn- 
ingstar  figures  that  there  are  191  bond  funds 
whose  distributed  yields  differ  by  a  percentage 
point  or  more  from  the  sec  yields. 

Government  bond  funds  are  not  the  only 
ones  buying  premium  bonds.  They  also  show 
up  in  high-yield  and  emerging  markets  portfo- 


lios. Take  the  Salomon  Brothers  Strategic 
Bond  Fund  A,  a  collection  of  emerging 
market-debt,  high-yield,  foreign-currency  and 
investment-grade  bonds.  The  distributed  yield 
is  8.6%,  the  sec  yield  6.1%. 

My  advice:  Stay  with  the  sec  number. 

But  I  will  go  a  step  further  and  warn 
investors  in  bond  funds  that  even  the  SEC  yield 
does  not  show  the  whole  picture.  It  does  not 
take  inflation  into  account.  If  you  spend  all 
the  income  from  a  bond  fund  you  will  actually 
be  drawing  down  capital,  since  both  the  final 
value  of  the  fund  and  its  stream  of  dividends 
are  losing  purchasing  power  to  inflation — 
even  at  today's  relatively  modest  inflation  rate 
of  2.5%  or  so. 

So,  if  the  fund  has  an  sec  yield  of  6%,  the 
prudent  investor  will  adjust  that  down  to 
3.5%.  It  gets  even  worse  if  you  factor  in 
income  taxes  but  I  am  assuming  that  you  are 
either  retired  and  taxed  at  a  low  bracket  or 
keep  the  money  in  a  tax-deferred  account.  (If 
you  are  in  a  high  tax  bracket  it  doesn't  make 
much  sense  to  own  a  long-term  bond  fund  at 
all,  unless  you  are  more  optimistic  than  I  am 
about  interest  rates.) 

There  are  191  bond  funds 
whose  distributed  yields  differ 
by  a  percentage  point  or  more 
from  the  SEC  yields. 


At  any  rate,  never,  but  never,  buy  a  bond 
fund  on  published  yield  alone.  If  you  have 
$100,000  or  more  to  invest,  consider  being 
your  own  bond-fund  manager.  Put  a  fourth 
of  your  money  in  each  of  four  Treasury 
notes,  due  three,  five,  seven  and  nine  years 
out.  As  each  note  matures,  replace  it  with  a 
new  nine-year  note.  The  ladder's  average 
maturity  will  stay  in  the  range  of  three  to  six 
years.  And  yet,  if  interest  rates  stay  constant, 
your  yield  over  time  will  rise  to  the  rate  on 
the  nine-year  Treasury,  currently  6.3%. 
That's  a  real  6.3% — no  management  charges, 
no  hidden  premiums. 

You  can't  beat  the  expense  ratio  on  a  home- 
made Treasury  fund.  Figuring  you  lose  $200 
in  commissions  and  markups  every  time  a 
$20,000  bond  matures  and  must  be  replaced, 
you're  spending  only  $40  a  year,  which  is  a 
minuscule  four  basis  points.  Not  even  Van- 
guard can  run  a  bond  fund  that  cheaply. 

I  hate  to  make  your  life  difficult,  but  buying 
a  bond  fund  is  a  lot  more  complicated  than 
the  fund  sponsors  make  it  seem.  And  creating 
your  own  bond  fund  is  a  lot  easier  than  you 
ma)r  think.  H 
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WALL  STREET  IRREGULAR 


Requiem  for 
a  market  letter 


BY  MARK  HULBERT 


Mark  Hulbert 
is  editor  of  the 
Alexandria,  Va.-based 
Hulbert  Financial 
Digest,  a  monthly 
service  that  monitors 
the  performance 
of  investment 
advisory  letters. 
mark@hulbertdigest.com 


Over  the  past  few  months  a  half-dozen 
investment  letters  tracked  by  the  Hulbert 
Financial  Digest  have  discontinued  publica- 
tion. To  me  this  is  a  sign  that  investors  have 
become  complacent.  Here  is  my  reasoning. 

The  most  prominent  letter  to  be  discontin- 
ued: Harry  Browne's  Special  Reports.  Pub- 
lished since  1974,  Browne's  letter  has  consis- 
tently focused  on  the  virtues  of  discipline.  To 
a  generation  of  investors  reared  on  equity  bull 
markets,  his  message  of  caution  over  the  past 
few  years  has  undoubtedly  come  across  as 
gloomy.  Why  pay  attention  to  gloom  when 
the  stock  market  is  returning  in  excess  of  20% 
annually? 

It  has  become  fashionable  for  investors  to 
say  that  they  will  simply  ride  out  bear  markets, 
and  so  they  do  not  worry  that  the  market  is 
too  high.  Easy  to  say — hard  to  do.  Most  of 
these  investors  have  never  really  experienced  a 
bear  market,  so  they  don't  really  have  a  clue  as 
to  how  they  will  react.  If  experience  is  any 
guide,  they  will  forget  their  determination  to 
stand  firm  and  will  head  for  the  exits. 

Browne  has  always  been  deeply  suspicious 
of  investors  who  confidently  predict  that  they 
will  ride  out  the  bumps.  In  his  words:  "They 
don't  know  how  it  feels  to  see  their  lifetime 
savings  eroding  day  by  day.  How  do  these 
young  investors  know  what  they'll  do?"  Of 
course  they  only  think  they  know  how  they 
will  behave. 

Browne's  consistently  recommended  anti- 
dote: Adopt  a  firm  strategy  and  stick  to  it. 
Don't  be  pulled  into  the  market  willy-nilly 
just  because  it  is  rising.  Browne  has  been  fol- 
lowing such  a  strategy  in  his  own  letter  for 
over  a  decade.  He  named  it  his  Permanent 
Portfolio  because  it  has  fixed  allocations  to 
stocks,  bonds,  gold  and  cash.  It  was  con- 
structed so  that  at  least  some  parts  of  the 
portfolio  will  make  money  in  any  market  envi- 
ronment. For  the  nearly  ten  years  of  its  life, 
the  portfolio  has  had  little  turnover,  thus  min- 
imizing both  commissions  and  capital  gains 
taxes.  Its  only  transactions  have  been  to  rebal- 
ance itself  to  get  back  in  line  with  those  fixed 
allocations.  That  is,  when  stocks  go  up,  he 
sells  some  and  buys  more  gold  or  bonds  or 


whatever  hasn't  gone  up. 

Obviously  such  a  strategy  hasn't  come  close 
to  keeping  up  with  stocks  in  the  great  bull 
market  we  have  been  enjoying  over  the  last  1 5 
years.  I  would  advise  investors  to  recall,  how- 
ever, that  markets  like  this  one  are  rare 
indeed — probably  unprecedented. 

By  design,  some  parts  of  Browne's  Perma- 
nent Portfolio  always  outperform  others.  Over 
recent  years,  of  course,  it  has  seriously  lagged 
the  stock  market,  while  significantly  outper- 
forming gold. 

So  why  shouldn't  subscribers  drop  out? 
Why  listen  to  advice  that  would  have  cost 
them  money?  Because  they  are  losing  sight  of 
the  real  value  of  an  advisory  service  like  this 
one.  Browne's  Permanent  Portfolio  has  been 
very  low-risk:  I  calculate  that  it  has  been  57% 
less  volatile  (or  risky)  than  the  stock  market. 
That  makes  it  less  risky  even  than  many 
government  bonds. 

It  has  become  fashionable  for 
investors  to  say  that  they  will  simply 
ride  out  bear  markets.  Oh  yeah? 

Yes,  the  portfolio  has  lagged  the  stock 
market,  but  it  hasn't  been  a  disaster.  Since 
1988  it  has  produced  a  6.9%  annualized 
return.  In  inflation-adjusted  terms,  Browne's 
portfolio  over  the  last  decade  has  produced  a 
nearly  3%  real  return  against  stocks'  9%  real 
return  over  the  same  period.  But  remember,  it 
has  done  so  with  minimal  risk.  Browne  has 
found  through  back-testing  that  his  Perma- 
nent Portfolio  would  have  produced  a  5%  real 
return  in  the  1970s,  a  period  that  is  a  mirror 
image  of  the  1980s  and  1990s. 

Browne,  in  essence,  offers  us  a  deal:  Would 
we  be  willing  to  give  up  the  excitement  and 
allure  of  playing  the  markets  in  return  for  an 
incredibly  safe,  nearly  assured  real  rate  of 
return?  At  the  bottom  of  a  bear  market,  it's 
the  rare  investor  who  wouldn't  jump  at  the 
chance.  At  the  top  of  a  bull  market,  in  con- 
trast, there  are  no  takers.  It  speaks  volumes 
that  today  fewer  investors  than  at  any  time 
since  1974  are  willing  to  accept  that  tradeoff. 
Nobody  seems  to  want  safety.  Everybody 
wants  to  get  rich.  Not  a  good  sign.  Mi 
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B?  m  to  diversification 


R.S.  SALOMO 


R.S.  Salomon  Jr.  is 
principal  and  founder 
of  Stamford, 
Conn. -based 
STI  Management. 
Research  assistant: 
Deborah  H.  Tarasow. 


The  stock  market  is  in  the  process  of  di- 
gesting its  spectacular  second-quarter  gains. 
This  correction,  though  unpleasant,  is  healthy 
because  it  helps  to  cool  some  of  the  earlier  ex- 
uberance and  provides  a  base  for  further  gain 
later  this  year  and  next.  In  the  meantime,  I 
recommend  a  stake  in  developing  markets  as 
an  attractive  alternative  for  new  money. 

Late  last  year  I  wrote  a  column  entitled 
"Bullish  on  the  bear,"  dated  Nov.  18. 
The  Russian  market  at  that  time  represented 
an  extraordinary  opportunity,  based  on 
extreme  undervaluation.  My  normal  rule  on 
investing  in  developing  markets  is:  diversify, 
diversify,  diversify.  But  Russia  looked  so  good 
to  me  (i.e.,  cheap)  that  I  recommended  con- 
centrating emerging  market  investments 
there.  My  two  principal  recommendations 
have  done  well— Templeton  Russia  Fund  has 
gone  from  21  to  58 — if  you  add  back  a  $3 
capital  gains  distribution.  The  other,  the 
Morgan  Stanley  Russia  &  New  Europe  Fund, 
has  risen  from  19  to  37. 

I  also  liked  two  Russian  ADRs:  Lukoil  and 
Gum.  Both  have  since  doubled.  The  Russian 
stock  market  has  been  the  best-performing 
market  in  the  world  this  year. 

What  now?  Not  much  has  changed  except 
the  market  is  way  up.  Take  some  profits  and 
reinvest  the  money  in  other  emerging  markets. 
The  case  for  a  diversified  investment  in  emerg- 
ing markets  is  still  compelling,  but  Russia  is  no 
longer  the  screaming  bargain  it  once  was. 

Here's  why  I  like  emerging  markets  now: 

1 .  Economic  growth  will  be  at  least  two 
to  three  times  faster  than  in  developed 
economies. 

2.  Less  efficient  markets  provide  greater 
reward  for  security  selection. 

3.  These  markets  will  benefit  from  the 
flow  of  foreign  capital  seeking  promising 
investments. 

4.  Valuations  are  reasonable — price  to  growth 
and  equity  market  capitalizations  to  GDP  rela- 
tionships are  lower  than  in  developed  markets. 

5.  Structural  changes,  including  privatiza- 
tion  asid  deregulation  that  allow  capitalism 
to  flourish,  are  continuing  in  most  of  these 
countries. 

6.  Reduced  world  tensions  lead  to  increased 
gloLw!  trade. 

L    ;  v  doped  markets  today  many  growth 


companies  sell  at  two  to  three  times  their 
growth  rates,  while  in  developing  markets  it  is 
still  common  to  find  growth  companies 
valued  at  discounts  to  their  anticipated 
growth  rates. 

According  to  Capital  International,  devel- 
oping markets  account  for  48%  of  the  global 
economy  and  less  than  11%  of  the  market  cap 
of  the  world  stock  markets.  Surely  these  fig- 
ures are  out  of  line  and  will  change  over  the 
longer  term  to  the  benefit  of  the  developing 
markets. 

This  positive  case  extends  to  bonds  as  well 
as  stocks,  and  I  recommend  a  position  in 
each.  Equal- weighted  investments  in  both 
emerging  market  debt  and  equity  will  pro- 
vide a  combined  current  yield  of  4%  per  year 
and  a  significant  long-term  opportunity  for 
capital  appreciation. 

For  most  investors,  a  mutual  fund  is  the 
most  effective  way  to  go;  it  gives  you  both 
professional  stock  selection  and  diversification 

In  developed  countries  stocks 
sell  at  two  to  three  times  their 
growth  rates,  while  in  develop- 
ing markets  it  is  still  common 
to  find  growth  companies 
valued  at  discounts  to  their 
anticipated  growth  rates. 


among  markets.  I  favor  closed -end  funds  over 
open-ends.  The  open-ended  funds  have  to 
contend  with  swings  in  investor  sentiment 
that  can  cause  massive  inflows  when  things  are 
going  well  and  redemptions  when  they  are 
not.  The  managers  of  the  closed-end  funds 
can  concentrate  on  the  business  of  making 
investment  decisions. 

The  fund  I  favor  for  stocks  is  the  Templeton 
Emerging  Market  Fund  (25),  which  has  a  10% 
premium  to  net  asset  value  and  is  run  by 
Mark  Mobius.  For  bonds  I  recommend  The 
Emerging  Market  Income  Fund  ( 19),  which 
has  a  10%  discount  to  net  asset  value  and  is 
run  by  Peter  Wilby  of  Salomon  Brothers 
Asset  Management.  Both  funds  provide  expo- 
sure to  emerging  markets  in  the  Pacific  Rim, 
Latin  America,  Eastern  Europe  (including 
Russia),  Africa,  Asia  and  the  Middle  East.  WM 
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As  the  CRACKS  in  the  Nifty  Fifty  proliferate, 
growth  at  a  reasonable  price  will  emerge  as  the 
new  mantra.  The  only  thing  wrong  with  our 
great  multinationals — GE,  Microsoft,  even 
Exxon  and  Intel — is  their  luxury  level  prices. 
But  let  the  market  react  another  5%  and  the 
new  ball  game  will  start. 

So  repeat  after  me:  I  will  not  buy  Coca- 
Cola  at  36  times  next  year's  projected  earn- 
ings, nor  Microsoft  at  40  times.  No  Cisco, 
Gillette,  Pfizer  or  Lucent,  either.  I  will  buy 
the  lower  end  of  the  spectrum:  Wal-Mart, 
Intel  and  IBM.  Even  Allstate  and  Halliburton. 

Buying  the  Cokes  and  Pfizers  has  seemed 
the  safe  thing  to  do  in  this  market,  but  I  have 
scored  highest  doing  the  things  that  are  hard- 
est to  do.  I  mean  scary  hard.  The  1991  low  in 
junk  bond  valuation  was  a  tremendous 
buying  opportunity  in  the  stuff.  But  it  coin- 
cided with  Mike  Milken's  guilty  plea  and 
incarceration,  and  the  Wall  Street  Journal 
daily  assured  us  that  junk  bonds  were  toxic 
waste.  Since  then  the  spread  between  junk 
and  Treasurys  has  shrunk — from  800  basis 
points  to  200. 

What  are  the  "nobody  wants  them" 
groups  today?  I  have  mentioned  several 
recently:  oil  rigs,  retailers,  credit  card  pur- 
veyors, cement,  airlines,  even  semiconduc- 
tors. Specifically:  IBM,  American  Airlines, 
Intel,  Medusa  Cement,  Consolidated  and 
General  Cigar,  American  Express,  Nautica — 
even  Wal-Mart  and  HMOs  like  United 
HealthCare.  I  own  all  of  them.  Most  have 
since  taken  off. 

They  tell  me  that  the  Cokes  and  Gillettes 
can't  lose,  because  the  stuff  they  make  is  used 
all  over  the  world.  Maybe — but  I  spent  part  of 
August  in  Venice,  one  of  the  most  expensive 
cities  in  the  world,  even  with  the  lira  at  1,750 
to  the  dollar.  The  Piazza  San  Marco  in  mid- 
August  warehouses  its  flocks  of  worldly-wise 
and  greedy  pigeons,  but  tourists  are  sparsely 
scattered  dots  in  this  grandiose  conception  of 
the  Doges. 

The  Gritti  Palace  is  half  empty.  You  don't 
need  a  reservation  to  lunch  at  Harry's  Bar. 
Everyone  ends  up  strolling  into  the  Piazza 
San  Marco  after  dark,  enticed  by  Florian's  and 
its  rival  cafes.  They  serve  viscous  espresso, 
pastel-colored  gelati  and  Viennese  waltzes. 
Their  accordion  players,  fiddlers  and  wide- 


vibrato  tenors  belt  out  "Granada"  in  this  awe- 
some spaciousness  with  a  mellifluousness  sin- 
gular to  San  Marco. 

In  past  years  I  have  seen  San  Marco  packed 
thick  with  sweating  bodies  at  this  season.  This 
year  a  handful  of  tourists  crowded  around  the 
musicians'  stands,  while  acres  of  empty  chairs 
blessed  the  four  quadrants  of  the  piazza. 
Economists  label  this  forlorn  combination  of 
overpriced  goods  and  few  takers  as  stagflation. 
Stagflation  is  not — repeat  not — good  for  cor- 

A  stock's  going  from  a 
category  4A  to  a  3C  is  the 
unspoken  code  word  for  the 
infinitive  "to  dump." 

porate  earnings.  It's  the  same  all  over  Europe. 
The  French  socialists  raise  corporate  taxes.  It's 
the  wrong  move  in  a  sluggish  economy,  but  it's 
easier  than  cutting  spending  and  having  farm- 
ers and  airline  employees  blocking  the  roads. 

On  the  spot,  I  decided  to  pare  back  many 
of  our  multinational  investments.  Thank  God 
we  didn't  own  Kodak,  Kimberly-Clark,  AT&T 
and  McDonald's. 

Early  August  saw  the  first  downgrade  on 
Coca-Cola.  In  past  months  Nike,  Kodak, 
Kimberly-Clark  and  Ma  Bell  were  also 
trashed.  Microsoft  tried  to  talk  itself  down, 
but  so  far  hasn't  many  listeners.  Maybe  it's  the 
$9  billion  in  cash  on  the  balance  sheet  that  cries 
to  go  to  work.  We  own  msft,  but  it's  a  press. 

Today's  Nifty  Fifteen  or  so  consistent 
growers  sell  at  30  to  40  times  next  year's 
earnings.  At  these  prices,  the  slightest  nega- 
tive nuance  will  touch  off  millions  of  shares 
of  short-selling  and  institutional  divestment. 
First  one  analyst  picks  up  some  negative  vari- 
able and  blasts  out  a  one-pager  that  hits  the 
First  Call  computer  screen  monitored  by 
hundreds  of  traders  everywhere.  Within  24 
hours  several  competitive  analysts  reconfirm 
the  new  spin.  Everyone  ratchets  down  his 
rating  of  the  stock  by  a  digit  or  a  letter.  A 
stock's  going  from  a  category  4A  to  a  3C  is 
the  unspoken  code  word  for  the  infinitive 
"to  dump." 

I  smell  the  beginning  of  a  sea  change  in 
market  leadership.  Remember  the  mantra:  I 
will  not  buy  Coke  at  36  times  earnings.  Or 
Cisco.  Or  Gillette.  OH 
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After  de    les  of  being  tr  .ted  as  the  stepchild  of  country  music,  bluegrass 
is  ma1  ig  a  comeback   erhaps  that's  because  no  music  is  more  democratic. 

T/arldng  lot  pickin' 


By  Daniel  Roth 

With  160  albums 
under  his  belt, 
Dr.  Ralph  Stanley — still  baby-faced  at 
70 — is  the  elder  statesman  of  blue- 
grass  music.  On  a  recent  warm 
summer  evening  in  central  Michigan, 
Stanley  and  his  Clinch 
Mountain  Boys  climb 
onto  the  sagging  stage 
at  the  Charlotte  Blue- 
grass  Festival.  In  front 
almost  1,000  people 
are  gathered  in  lawn 
chairs. 

Sporting  his  tradi- 
tional white  hat  and  tie, 
Stanley  launches  nasally 
into  what  is  perhaps  his 
most  famous  song, 
"Rank  Stranger":  "I 
wandered  again  to  my 
home  in  the  moun- 
tains/Where in  youth's 
early  dawn  I  was  happy 
and  free/I  looked  for 
my  friends  but  I  never 
could  find  them/I 
found  they  were  all 
rank  strangers  to  me." 

Classic  bluegrass 
stuff:  unabashedly  nos- 
talgic,   populist  and 
unpretentious.  After  his 
40-minute  set  Stanley 
climbs  down  from  the 
stage  and  sells  CDs, 
T  shirts  and  bumper  stickers  ("Dr. 
Ralph  Stanley  for  President," 
reads  one).  He  chats  with  fans, 
makes  change  for  purchases  and 
poses  for  pictures. 

Here  at  the  four-day  Char-  a 
lotte  festival,  one  of  the  . 
longest-running  bluegrass 


rooms.  Performers  mix  with  the 
crowd,  and  some  wander  around  the 
festival  to  hear  the  amateurs  jam. 

Anyone  can  play  bluegrass,  and 
at  the  600  festivals  held  across  Amer- 
ica each  year,  almost  everyone  does. 

Men  and  women 
with  guitars,  five- 
string  banjos,  man- 
dolins, upright  basses 
and  the  occasional 
Hawaiian  steel  guitar 
roam  the  campsites 
looking  to  jam. 

At  this  year's 
Charlotte  festival  17 
bands  performed. 
Many  of  the  3,000 
people  who  paid  up 
to   $35   to  attend 


hook  up  with  other  amateur  blue- 
grass  musicians  in  front  of  RVs  or 
tents.  After  dark  the  site  lights  up 
with  campfires,  and  people  stay  up 
playing  until  dawn. 

Bluegrass  traces  its  roots  to  the  late 
1940s,  as  Southerners  fled  north  to 
booming  cities  like  Chicago,  Detroit 
and  Washington,  D.C.  They  brought 
their  mountain  music  with  them: 
Scotch-Irish  melodies  with  lyrics 
about  lost  love,  religion  and  death — 
and  now,  a  pining  for  that  old  moun- 
tain home. 

In  Lake  County,  Ind.  Bill  Monroe, 
a  native  Kentuckian  mandolin  player, 
added  his  own  twist  to  this  mountain 
music.  Influenced  by  black  music, 
Monroe  added  elements  of  jazz  and 
blues.  In  mountain  music  the  instru- 


gatherings  in 
country,  there  are 
no     signs  from 
sponsors,  no 
bouncers,  no  star- 
marked  dressing 
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ments  all  join  in  one  common 
melody.  Bill  Monroe  and  his  Blue 
Grass  Boys  adopted  the  jazz  break: 
Each  musician  was  given  a  turn  to  try 
his  interpretation  of  the  melody  line. 
Monroe's  banjo  player,  Earl  Scruggs, 
borrowed  a  page  from  black  banjo 
players:  picking  double-speed  in  a 
syncopated,  three-finger  style.  As 
other  mountain  bands 
adopted  Monroe  and 
Scruggs'  methods, 
people  called  it  playing 
"like  the  Blue  Grass 
Boys"  and,  eventually, 
just  "bluegrass." 

Today  most  blue- 
grass    players  know 
the  canon: songs  by 
Monroe  and  by  Stanley,  and  tradi- 
tional hymns  played  at  breakneck 
bluegrass  speed. 

Bluegrass  is  a  fraternity.  For  the  last 
24  years  the  brothers  Zeke  and  Zeb 
Miller  have  trucked  the  80  miles  from 
their  home  in  White  Pigeon,  Mich,  to 
attend  the  Charlotte  Bluegrass  Festi- 
val. What  has  drawn  them  back  for 
almost  a  quarter  century?  The  acts? 

"Nah,  we  pretty  rarely  go  listen  at 


GRASS 


FESTIVAL 


the  stage,"  says  Zeb,  who  at  73  is 
four  years  younger  than  Zeke.  "We 
prefer  the  parking  lot  pickin'."  Years 
ago  at  a  Florida  bluegrass  festival, 
Zeb  on  the  guitar  and  Zeke  on  the 
banjo  hooked  up  with  George  Dins- 
more,  a  fiddler  from  Waterloo,  N.Y. 
They  still  park  their  rvs  side  by  side 
at  various  festivals  throughout  the 
year  to  play  together. 

Bluegrass  first 
gained  widespread 
attention  in  the  1950s 
as  a  variation  of  coun- 
try music,  but  went 
into  a  slump  in  the 
1960s.  As  rock  'n'  roll 
captured  the  nation's 
attention,  record 
labels  and  radio  stations  pressured 
country  stars  to  add  drums  and  elec- 
tric instruments.  Bluegrass  musicians 
like  Dr.  Ralph  Stanley  and  Bill 
Monroe  refused  to  budge.  They  were 
soon  dropped  from  the  airwaves. 

Slowly  bluegrass  has  made  a  come- 
back. The  number  of  bluegrass 
record  buyers  in  1996  increased  34%, 
to  6.2  million  people,  according  to 
Simmons    market   research.  The 


biggest  growth  by  region:  the  North- 
east. No  one  predicts  bluegrass,  with 
just  3%  of  the  overall  music  m  rket, 
will  overtake  country  music  anytime 
soon,  but  last  year  trend-sensitive 
Wal-Mart  added  a  bluegrass  section 
to  its  music  department. 

It  has  gone  upscale,  too.  The  rural 
groups  once  associated  with  the 
music  have  grown  to  include  doctors 
and  lawyers.  The  number  of  bluegrass 
festivals,  too,  is  on  the  rise — this 
despite  the  fact  that  few  organizers 
make  a  lot  of  money  on  the  events. 
John  Morris,  former  owner  of  the 
Charlotte  Bluegrass  Festival,  bought 
it  in  1980  for  $20,000.  He  sold  it  15 
years  later  for  $15,000. 

Why  bother?  Simple.  "It's  our  mu- 
sic," says  Virginian  Jerry  Yates,  the  new 
owner  of  the  Charlotte  festival.  IB 

For  information  on  bluegrass 
festivals,  call  Bluegrass  Unlimited, 
800-258-4727.  For  a  catalog  of  blue- 
grass  records  and  CDs,  try  County 
Sales  Bluegrass  Music  on  the  Web 
(www.countysales.com)  or  call  Old 
Homestead  Records  at  810-227-1997. 
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New  tec1    -logy  is  marvelous,  except  when  it  isn't.  • 

Kidsiimmer 
madness 


By  Dan  Seligman 

I!W!!7HnTTijTl  The  events  to  be 
■■■■■■■■■■■■■  described  here  are 
set  down  with  some  misgivings.  They 
are  guaranteed  to  offer  aid  and  com- 
fort, not  to  mention  schadenfreude,  to 
various  acquaintances  who  decided 
years  ago  that  I  had  gone  overboard  in 
my  love  affair  with  new  technology. 
But  it  is  a  fact  that  I've  been  through 
four  tough  weeks. 

The  problems  began  in  mid-July  at 
a  rented  beach  house.  As  I  had  some 
deadlines  to  meet  in  this  period,  and 
as  the  dermatologist  does  not  allow 
me  to  loll  on  the  beach,  I  spent  a  siz- 
able fraction  of  the  period  indoors  in  a 
rocking  chair — the  only  available  seat 
within  striking  distance  of  a  phone 
jack.  With  a  Dell  Latitude  notebook 
on  my  knees,  I  was  trying  vainly  to  get 
on-line.  I  needed  on-line  capabilities 
in  order  to  keep  up  with  various  E- 
mail  exchanges  that  seemed  impor- 
tant, also  to  zap  in  some  still-unfin- 
ished copy  I  owed  the  City  Journal. 

Unfortunately,  the  two  800  num- 
bers that  I  was  counting  on  refused  to 
function,  and  alternative  access  num- 
bers worked  so  poorly  that  I  batted 
around  .015  with  them,  and  that's 
counting  hits  where  I  got  disconnect- 
ed before  I  could  do  anything.  Upon 
returning  to  New  York,  I  learned  that 
the  Visa  charges  associated  with  all  die 
modem  frustration  totaled  $223.15. 

The  mail  awaiting  me  back  at  home 
contained  a  shock:  a  Nynex  bill  indi- 
cating that  I  had  made  more  than  120 
calls  to  Millburn,  N.J.,  a  place  I  have 
never  knowingly  called  in  my  life.  I 
ultimately  figured  out  that  it  was  my 
standard  New  York  City  access 
number  for  America  Online — but 
with  the  area  code  inexplicably 
switched  from  212  to  201,  thereby 
converting  a  local  call  into  a  toll 
charge. 


This  discovery  led  to  indignant 
exchanges  first  with  AOL,  then  with 
Nynex,  where  a  nice  lady  on  the  help 
line  volunteered  that  quite  a  few  other 
folks  had  recently  suffered  from  the 
same  area-code  mix-up.  Her  explana- 
tion: "System  error." 

Time  consumed  getting  to  the 
bottom  of  it  all:  about  half  a  day. 

My  high-tech  encounter  with  the 
medical  establishment,  occurring  a 
week  after  I  got  back  to  New  York, 
resulted  in  only  25  minutes  of 
anguish.  Here  I  can  be  precise  as  to 
the  time  because  the  mri  technician 
was  keeping  track.  I  was  being  sub- 
jected to  magnetic  resonance  imaging 
because  my  shoulder  was  killing  me.  It 
looked  like  a  torn  rotator  cuff  might 
be  the  cause  of  my  pain  and,  as  with 
tennis  ace  Monica  Seles,  who  has  a 
similar  problem,  it  was  seriously  affect- 
ing my  serve. 

So  the  technician  and  I  had  the  fol- 
lowing conversation: 

He:  You're  not  by  any  chance  claus- 
trophobic, are  you? 

I:  Of  course  I  am. 

He:  Would  it  help  if  you  listened  to 
music  while  you're  in  there? 

I:  Yeah,  anything  but  rock. 

He:  Or  you  could  listen  to  a  radio 
station. 

I:  Great,  how  about  wins? 


He:  Is  that  AM  or  FM? 
I:  AM — that's  where  they  give  you 
the  day's  news. 
He:  You  got  it. 

So  I  nervously  climbed  into  the  mri 
machine,  preparing  for  the  ultimate 
claustrophobic  experience,  and  three 
seconds  into  the  event  realized  that  I 
was  on  the  wrong  station — meaning 
that  we  had  another  "system  error" 
and  I  had  25  minutes  of  rock  music  to 
endure.  Free-associating  wildly,  I 
remembered  the  sequence  in  High 
Anxiety — the  Mel  Brooks  comedy 
about  a  mental  hospital  run  by  mani- 
acs— wherein  evil  Nurse  Diesel  is  out 
to  destroy  one  of  the  doctors. 

She  arranges  for  his  car  to  lock  on 
him  in  a  driving  rainstorm  and,  unable 
to  turn  off  the  radio,  the  poor  chap 
suffers  death  by  rock  music. 

The  final  shocker  was  a  letter  from 
the  IRS,  which  of  course  seemed  omi- 
nous and  ended  up  being  more  time- 
consuming  than  anything  else.  It 
began  with  an  accusation:  I  had  not 
filed  Form  940EZ,  "Employer's 
Annual  Federal  Unemployment  Tax 
Return."  In  other  words,  I  was  sus- 
pected of  chiseling  on  the  unemploy- 
ment-compensation taxes  associated 
with  my  work  force,  also  known  as  the 
cleaning  lady  who  comes  to  our  house 
twice  a  week.  Overwhelmed  by  exis- 
tential angst  at  any  IRS  notification,  I 
dragged  out  the  quite  sizable  tax  fold- 
ers pertaining  to  the  cleaning  lady  and 
discovered  I  had  paid  the  tax — but  not 
on  Form  940EZ.  (In  the  new  system 
you  are  told  to  pay  these  and  other 
employee  taxes  on  Schedule  H,  filed 
with  your  own  Form  1040.) 

Was  it  possible  I  didn't  understand 
the  rules — that  the  time  had  come  to 
stop  proudly  handling  my  own  taxes 
and  get  an  accountant?  The  angst  per- 
sisted until  I  noticed  a  brief  news  story 
in  the  Aug.  7  Wall  Street  Journal.  The 
story's  lead:  "IRS  computers  mistaken- 
ly sent  90,000  taxpayers  warnings  that 
they  could  face  penalties  for  not  filing 
proper  tax  forms  for  nannies  and 
other  domestic  help." 

Also  mentioned  somewhere  in  the 
story  was  an  IRS  plan  to  apologize  to 
all  90,000  of  the  taxpayers.  But  noth- 
ing was  said  about  reimbursing  a 
fellow  at,  say,  minimum-wage  rates, 
for  die  five  or  six  hours  blown  on  the 
damn  problem.  H 
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Acura  Automobiles 

CNF  Transportation  Inc. 

Iomega 

QUALCOMM  Incorporated 

www.acura.com 

www.cnf.com 

www.iomega.com 

www.qualcomm.com/cdma/ 

AFLAC 

Compaq  Computer  Corporation 

Johnson  Publishing 

Roadway  Express,  Inc. 

www.aflac.com 

www.compaq.com 

ebonymag.com 

www.roadway.com 

ALLTEL  Corporation 

Control  Data  Systems 

Kohler  Company 

Robertson  Stephens  &  Co. 

www.alltel.com 

www.cdc.com 

www.kohlerco.com 

www.  rsim.com 

American  Financial 

Dreyfus  Services  Corporation 

Lincoln  Navigator 

SAP  America,  Inc. 

www.amfnl.com 

www.dreyfus.com/funds 

www.lincolnvehicles.com 

www.sap.com 

Archer  Daniels  Midland 

Enron  Corporation 

Management  Recruiters 

SkyTel 

www.admworld.com 

www.enron.com 

International 

www.skytel.com 

www.mrinet.com 

Asiana  Airlines 

Ernst  8c  Young 

The  Southern  Company 

www.asiana.co.kr 

www.ey.com 

Massachusetts  Mutual  Life 

www.southernco.com 

Insurance  Company 

AT&T 

Far  Eastern  Plaza  Hotel,  Taipei 

www.massmutual.com 

Sprint 

att.com\business 

www.Shangri-La.com 

www.spnnt.com/spnntbiz 

Mitsubishi  Motor  Sales  of  America 

BellSouth 

Fidelity  Investments 

www.mitsucars.com 

T.  Rowe  Price 

www.bellsouth.com/words 

www.fidelity.com 

www.troweprice.com 

MPP 

Blanchard  &  Company 

Fireman's  Fund 

www.ncr.com 

TCG  -  Teleport  Communications 

www.blanchardonline.com 

www.the-fund.com 

Group 

Norrell  Corporation 

www.tcg.com 

BMW  of  North  America 

GlaxoWellcome-Zyban 

www.norrell.com 

www.bmwusa.com 

www.zyban.com 

Toshiba  Computer  Systems 

Northwestern  Mutual  Life 

Division 

Buick  Motor  Division 

The  Haskell  Company 

Insurance  Company 

computers.toshiba.com 

www.parkavenue.buick.com 

www.thehaskellco.com 

www.northwesternmutual.com 

Toyota  in  America 

CellNet 

HITACHI  AMERICA,  LTD. 

PowerBar 

www.toyotausa.com 

www.cellnet.com 

www.hitachi.com 

www.powerbar.com 

Trans  World  Airlines 

Charles  Schwab  &  Co.,  Inc. 

Hitachi  PC 

Praxair,  Inc. 

www.twa.com 

www.schwab.com 

www.HitachiPC.com 

praxair.com 

Wealth  Creation  Centers 

Cincinnati  Bell 

IBM  Corporation 

The  Principal  Financial  Group 

www.cybergate.com/barrykaye 

www.cbis.com 

www.businesscenter.ibm.com 

www.principal.com 

WorldCom 

Cincinnati  Financial 

Inter-Continental  Hotels  &  Resorts 

Prudential  Securities 

www.wcom.com 

www.cinfin.com 

www.interconti.com 

www.prudential.com 
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Keeping  '    iey  bees  is  a  good  antidote  for 
under  forming  portfe' 

A  sometimes 
painful  hobby 


By  A.  Gary  Shilling 

It  was  late  on  a 
rainy  afternoon  when 
they  attacked  me. 
The  hive's  field  force 
was  back  from  forag- 
ing, and  because  of 
the  wet  weather  and 
the  time  of  day  the 
female  worker  bees 
were  especially 
ornery. 

I  tried  to  quiet 
them:  "Girls,  I  am 
your  friend.  Without 
me  you  would  not 
exist." 

Ingrates.  About  a 
hundred  of  their 
stingers  got  through 
my  canvas  gloves  and 
into  my  flesh.  Soaked 
with  rain  and  sweat, 
and  in  pain,  I  ques- 
tioned my  sanity: 
What  kind  of  fool 
picks  beekeeping  as  a 
hobby? 

I  got  into  it  in 
1990  when  my  dwarf  fruit  trees 
weren't  getting  properly  pollinated. 
Bees  would  do  the  trick,  but  my  wife 
was  unenthusiastic.  "This  isn't  a 
farm,"  said  she.  "It's  suburban  New 
Jersey."  One  afternoon  when  my  wife 
was  out,  my  son  Steve  and  I  smug- 
gled in  two  hives.  I  was  soon  hooked 
on  bees. 

Like  golf  or  fishing,  beekeeping 
gives  me  a  reason  to  be  outdoors  on 
glorious  days.  More  than  that,  bee- 
keeping is  an  intellectual  challenge. 
Why  is  that  hive  queeniess?  Why  does 
this  one  produce  twice  as  much 
honey  as  the  one  next  to  it?  The  c 
way  to  answer  these  mysteries  i 


The  author  at  work 

Beekeeping  is  an  intellectual  challenge. 


through  careful  observation,  rigorous 
analysis — and  luck. 

Consider  the  queenless  hive.  Only 
the  queen  can  lay  eggs — a  thousand 
or  more  a  day  in  her  three-to-four- 
year  life.  Without  her  the  hive  is 
doomed,  for  worker  bees  (nonrepro- 
ducing  females)  live  only  about  a 
month  during  the  honey-producing 
season,  when  they  literally  work 
themselves  to  death. 

Ideally,  worker  bees  will  create  a 
new  queen  by  feeding  royal  jelly  to 
female  eggs.  But  often  the  queen 


arrives  too  late.  It  takes  almost  a 
month  before  the  new  queen  hatch- 
es, takes  her  maiden  flight  to  mate 
with  a  dozen  or  so  drones  and 
returns  to  the  hive  for  a  lifetime  of 
serious  egg-laying.  By  then,  the 
spring  honey  flow  may  be  over. 

So  what  do  you  do?  One  option  is 
to  introduce  a  mated  queen.  That 
speeds  up  the  process,  but  you  never 
know  if  the  workers  will  accept  her.  If 
they  don't,  they'll  kill  her. 

Bees  get  sick.  To  my  wife's  dismay, 
I  use  the  kitchen  stove  to  melt  veg- 
etable shortening, 
which  I  mix  with 
sugar  and  Ter- 
ramycin — a  common 
antibiotic — to  combat 
serious  bacterial  dis- 
eases, including 
American  and  Euro- 
pean foulbrood,  as 
well  as  tracheal  mites. 
But  during  the  winter 
of  1995-96  I  had  a 
big  problem  with 
varroa  mites,  even 
though  Grant  Stiles, 
the  State  Apiarist,  had 
taught  me  how  to 
inspect  my  hives  for 
the  mites.  Add  in  the 
cold  weather  and  I 
lost  half  my  colonies. 
(That  winter  virtually 
all  the  nation's  wild 
bees  died.) 

I  thought  my  bee 
operation  was 
doomed.  But  then 
came  the  rebound. 
My  surviving  hives 
had  so  little  competition  that  their 
honey  production  was  huge.  My  bees 
were  in  great  shape,  so  great  that  this 
spring  they  felt  crowded  in  their 
quarters.  I  had  a  mutiny  on  my  hands 
in  a  number  of  hives.  After  making  a 
second  queen,  about  half  of  the 
60,000  bees  in  each  hive  left  in 
swarms  to  find  a  new  home. 

I  captured  several  of  the  swarms 
and  started  new  colonies.  Neverthe- 
less, a  new  hive  won't  produce  much 
honev  the  first  year,  and  neither  will 
the  older,  underpopulated  one.  So 
unpredictable  is  the  business  of  bee- 
keeping that  the  amount  of  honey  I 
take  from  a  hive  each  year  ranges 
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from  30  pounds  to  150  pounds. 

I've  never  sold  any  honey.  If  I  did, 
I'd  have  to  face  the  fact  that  my  time 
spent  with  the  bees  is  probably  valued 
at  about  a  nickel  an  hour.  I've 
brought  on  board  George  Schaefer, 
an  excellent  professional  beekeeper  in 
my  area,  but  even  with  George 
extracting  my  honey,  I  still  make  six 
to  eight  trips  a  year  to  each  of  my  50 


hives  to  inspect,  service  and  prepare 
them  for  winter. 

So  why  do  it?  It  makes  great  holi- 
day gifts:  Our  clients  and  friends 
receive  jars  of  honey  each  year  with 
timely  labels  (in  1992,  "The  econo- 
my is  sour,  but  our  honey  is  sweet"; 
in  1994,  "While  the  Fed  stings,  our 
bees  make  honey"). 

But  the  real  payoff  is  the  perspec- 


tive it  provides.  On  days  when  our 
economic  forecasts  go  wrong  or  our 
portfolios  go  south,  I  rememb  r  that 
day  when  100  bees  stung  me. 
Mounted  in  a  glass  case  behind  my 
office  desk  is  that  pair  of  long,  thick 
canvas  gloves  covered  with  hundreds 
of  small  black  bee  stingers.  There  are 
worse  things  in  the  world  than 
underperforming  portfolios.  m 


Ladies  and  gents,  place  your  bets: 
It's  football  season  again. 

Everybody  into 


the  pool 

By  William  G.  Flanagan 

■WfflH  |  When  the  New 
■■■I  I  Fngland  Patriots 
and  the  Green  Bay  Packers  were  prep- 
ping  for  the  Super  Bowl  last  season, 
we  received  a  desperate  call  from  a 
subscriber.  The  chap  was  running  an 
office  football  pool  following  the  rules 
and  price  list  cited  in  our  issue  of  Sept. 
9,  1996.  His  query:  Can  you  pick  a 
team  more  than  once? 

The  caller,  it  turned  out,  had 
picked  New  England  (a  pre- 
season long  shot)  several  times. 
He  would  have  won  hands 
down  (even  though  the  Pats 
lost  the  Big  One)  because  he 
would  have  had  more  points 
than  anyone  else  in  his  pool. 

Nice  try.  But  we  had  to  rule 
him  out  of  bounds.  You  can  pick 
a  team  only  once — this  is  a  foot- 
ball pool,  gentlemen  and  ladies, 
not  a  test  of  the  handicapper. 
The  name  of  the  game  is  picking 
winners.  And  the  beauty  of  it  is 
its  simplicity.  You  pick  teams  for 
the  entire  season,  are  spared  the 
agony  of  point  spreads  and  get  a 
full  season  of  action  right 
through  the  playoffs.  Don't 
complicate  your  life  by  getting  fancy. 

The  rules:  Each  player  in  the  pool 
puts  up  $250  (ahem,  Monopoly 


The  price  list 

Participants  pony  up  $250  to  pick  $250  worth  of 
teams.  Here  are  this  year's  going  rates. 


Team 

Price 

Packers 

$80 

Broncos 

55 

Cowboys,  Niners,  Panthers,  Steelers 

50 

Jaguars,  Patriots 

45 

Chargers,  Colts,  Dolphins,  Eagles,  Lions 

40 

Chiefs 

35 

Bears,  Falcons,  Raiders,  Ravens,  Redskins,  Vikings 

30 

Bengals,  Bills,  Bucs,  Jets,  Oilers,  Saints,  Seahawks 

25 

Cards 

20 

Giants,  Rams 

15 

Source:  "Poolman." 

money,  of  course)  and  gets  $250 
worth  of  picks  (see  table).  Naturally, 
you  can  make  the  entry  fee  higher  or 


lower  than  that.  But  the  price  list 
remains  the  same.  One  Atlanta  reader, 
for  example,  runs  several  pools  with 
fees  ranging  up  from  $50  per  head. 
Tip:  Try  to  keep  the  nu  mber  of  play- 
ers under  20.  More  than  that  and 
there's  a  higher  likelihood  of  ties, 
which  no  one  wants. 

You  get  one  point  for  each  regular 
season  win,  three  points  for  each  play- 
off win,  and  five  additional  points  for 
each  title  (conference,  division  and 
Super  Bowl). 

The  player  with  the  most  points 
gets  75%  of  the  purse;  the  second  fin- 
isher gets  10%;  the  regular-season 
winner  gets  10%;  the  booby  prize  is 
5%.  With  20  people  in  a  $250  pool, 
that  works  out  to  prizes  of  $3,750, 
$500,  $500  and  $250. 

The  poolmaster  does  not  get  a  free 
ride.  But  for  your  trouble,  you  do  get 
the  chance  to  issue  periodic  updates  to 
participants,  with  your  own  pithy 
remarks. 

Use  nicknames,  for  obvious 
reasons.  It's  more  fun  that  way, 
anyway.  (I  haven't  been  called 
"Flash"  since  high  school.) 

All  selections  must  be  in  prior 
to  the  opening  of  the  season, 
Aug.  31. 

Got  it?  Good.  Now  enjoy  the 
season  and  this  year  don't  come 
running  to  the  Commish  with 
off-the-wall  questions. 

Note:  Our  man  Jack  (aka 
"Poolman,"  now  retired  and 
hustling    golf    in  Florida) 
dreamed  up  this  pool  variation 
and  prices  the  teams  for  us.  He 
has  a  special  caution  this  year — 
there  have  been  many  changes 
of  coaches,  quarterbacks  and 
other  key  players.  So  keep  in 
mind  the  advice  issued  by  mutual 
fund  managers:  Past  performance  is 
no  guarantee  of  future  results.  n 
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Classified 


/   Receive  Value  Line 
/      for  only  $55 

W         An  Introductory  subscription  to  The  Value  Line  Investment  Survey 

/      brings  you  the  2000-page  Investors  Reference  Library— Value  Line  s  most  recent 
Ratings  and  Reports  on  1700  slocks  and  the  practical  guide  How  to  Invest  in  Common 
Stocks.  You  will  also  receive  analyses  of  about  1 30  stocks  each  week  for  1 0  weeks  for 
$?§T$55.  Available  only  once  every  three  years  to  any  household.  SPECIAL  BONUS: 
WALL  STREET  WORDS,  an  accessible  dictionary  of  over  3.500  terms  (retail  price 
$8.95).  In  addition  to  clear  definitions,  this  convenient  guide  features  special 
explanations,  helpful  hints,  and  case  histories  on  87  topics  of  special  Interest, 
contributed  by  32  Industry  professionals — plus  48  case-example  paragraphs  by 
the  author.  (Available  while  supplies  last  )  SPECIAL  EXTRA  BONUS— Our  New 
Video  —INVESTING  THE  VALUE  LINE  WAY:  How  To  Make  The  Stock  Market 
Work  For  You.  Free  with  your  trial  subscription  Your  subscription  may  be  tax- 
deductible;  consult  your  tax  advisor.  Send  check  or  money  order 
along  with  name,  address  and  zip  code  together  with  this  ad  or: 

Call  Toil-Free  1-800-833-0046 

Ext.  2903  Dept.  216E08  American  Express,  MasterCard  or  Visa.  24  hours  a  day.  7  days  a  week. 
If  you  are  not  completely  satisfied  return  all  materials  in  good  condition  within  30  days  from  fhe 
\start  of  your  tnal  subscription  for  a  full  refund  of  your  fee.  Allow  4  weeks  for  delivery.  Foreig 
rates  upon  request  Visit  our  Web  site  @  http://www.valueline.com 

^The  Value  Line  Investment  Survey* 

PO  Box  3988.  New  York 
NY  10008-3988 


EXECUTIVE  CONSULTING 
$150,000-c  PER  YEAR 

is  what  a  number  of  our  asso- 
ciates are  earning  by  provid- 
ing two,  unique,  "bottom-line" 
consulting  services  to  all 
kinds  of  companies.  If  you 
qualify,  our  professional  firm 
of  bankers,  CPA's  and  busi- 
ness experts  will  provide 
training  and  support  to  launch 
you  on  your  way  to  personal 
and  financial  independence. 
Call  today  for  NO  OBLIGA- 
TION information  and  video. 

(800)  660-0330 


ASSET  PROTECTION 
& 

OFFSHORE  BANKING 


We  show  you  "How  To" 
create  a  financial  fortress  that 
will  protect  your  wealth  with 
complete,  tested  and  secure 
privacy,  including: 
Confidential  Banking. 
Offshore  Centers.  Debit  and 

Credit  Cards,  access  to 
International  and  US  Funds, 
Overseas  and  Domestic 
Brokerage  Services 


Call  us  today:  800-266-8211 
Merrill,  Scott  &  Associates 
http://www.merrillscott.com 
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OFFSHORE 


TAKE  YOUR  BUSINESS  OFFSHORE  FOR  THE 
BEST  ASSET  PROTECTION  AND  PRIVACY 
Companies  -  Bahamas,  BVI,  Cayman 

Tiuso.  Bank  &  Securities  Acta,  ^"'"'Ir^, 
Credit  Cards  *8?5 
Visa/MC/Amot  ^P/e 

(800)  551-9105 

hrtpv/www  *  ley  stiff  com/uts 


Fine  Clothing  Franchise 

Run  a  prestigious  business  providing 
quality  custom  clothing  to  top  execu- 
tives in  your  area.  Part-Time  or  Full- 
Time  No  store,  low  overhead,  low 
inventory,  high  income.  No 
clothing  experience  required.  Area 
developer  opportunities  also  available. 
Personal  Clothiers 
888-374-7677,  8 1 8-46 1 -9570 


BUSINESS  OPPORTUNITIES 


INCORPORATE  IN  DELAWARE 


Specioters  in  setting  up  Delaware  Corporations  General,  Aircraft, 
Boat  &  Shelf  Corporations.  Call  or  write  for  our  fUl  KIT 

%v.'r'         owottyservkelor  a 
1      1.  hi  ransomobte rata. 

35ll  Silverside  Rd,  #l05-f8  •  Wilmington,  DE  USA198I0 
302-477-9800  •  80O-32KORP  •  FAX  302-477-981 1 
E-ndt  (orp@delieg.com  •  litemet  http://delreg.com 


$350,000++  Potential 
Annually  FROM  HOME 

$350K  and  more  possible  annually  from  one-time 
start  up  of  less  than  $  I  OK.  $75K  potential  1st  few 
months.  One  year  old.  global  company, 
break-through  product  and  profit  structure.  Work 
from  wherever  you  have  phone,  fax.  No  inventory 
or  selling  experience  required.  No  meetings,  not 
MLM.  Call  now— 1-800-432-0018  x2776  for  24 
hour  2  minute  message. 


rrs  FRESH! 

•  Freshest  Gourmet  Nachos 

•  Cooked  to  Order  Wraps;  Fresh  Fruit 
Smoothies;  Churros  &  Sopapillas 

ITS  HOT! 

•  Over  150  Franchises  Sold  to  date 

•  Feature  Article  on  Nach-0  Fast  in 
Forbes  Magazine,  April  7,  1997 

•  Simple  Operation 

ITS  AVAILABLE! 

•  Low  Fees  and  Startup  Costs 

•  Opportunities  Available  Nationwide 

•  Check  out  our  website  at 
www.inconnect.com/~nacho 

For  franchising  information,  call 

1-888-4-INACHOS 

MSMSMM7  or  1401-299-0199 


"IB 


University  Degree 


Approved  Self  Paced  Home  Stud , 
Associate  Bachelors  Masters  Doctc 

Emphasis  in:  Business  Admin,  Public  Adi 
Health  Care  Admin,  Human  Resource: 
Finance,  International  Business,  Tech  Mc 
Law,  Paralegal.  Psychology  Call  tor  brocl 
(800)  477-2254  (24  hrs) 
Southern  California  University 
tor  Professional  Studies 
1 840  E  1 7  St  -  F.  Santa  Ana.  CA  9270 
http://www.scups.edu 
Email:  enroll@scups.edu 


MBA  by  Distance  Learn 

Major  British  university  offers  accredited  MBA 
Bachelor's  or  GMAT  needed  Chosen  by  Econc 
Intelligence  Unit  as  one  of  wortd's  best  MBA  progr; 

HERIOT-WATT  UNIVERSITY  i  (800)  MBA-0 
North  American  Distributor  i  «•  Ask  tor  e> 
6921  Stockton  Ave.  Suite  C.  El  Cernto.  CA  945; 
For  immediate  FaiBack  literature:  from  y 
fax  machine's  phone,  call  (510)  486-8900 


GET  A  COLLEGE  DEGRE 
IN  27  DAYS 

BS/MS/MBA/PhD.,  etc.  Includi 
graduation  ring,  transcri| 
diploma.  Yes,  it's  real,  leg 
guaranteed  and  accredits 
1-800-689-8647,  24/hours. 


Send  for  a 


FREE 
CATALOG 

of  business  books  for  sale 


Write  to: 

Free  Business  Catalog 
U.S.  Government  Printing  Offic 
Office  of  Marketing — Stop  SM 
Washington,  DC  20401 


Forbes     -reach  the  affluent- 
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roroes 


VcirKG  tClassifie 


VESTMENT  GEMSTONES 
ARANTEED  LIQUIDITY!! 
We  buy  &  sell  Diamonds 
i    and  all  Precious  Gemstones. 
ree  wholesale  catalog  since  1967! 
Member:  Jewelers  Board  of 
Trade  &  Chamber  of  Commerce. 

HOUSE  OF  ONYX 
I  Main  St.,  Greenville.  KY  42345 
100-844  3100  or  FAX  502-338-9605 


It  keeps 
more  tha  n 
memories 
alive 


THE  AMERICAN  HEART 

ASSOCIATION 
MEMORIAL  PRCERAM 

1-800-242-8721 


.mervcan  Heart  Association 

ils  space  provided  as  a  public  service 


0 


BDDKS/AUTHORS/PUBLISHERS 


NEW  AUTHORS 

PUBLISH  YOUR  WORK 

ALL  SUBJECTS  CONSIDERED 

Fiction,  Biography, 
Religious,  Poetry,  Children's. 
AUTHORS  WORLDWIDE  INVITED. 

WRITE  OR  SEND  YOUR  MANUSCRIPT  TO 

MINERVA  PRESS 

2  OLD  BROMPTON  ROAD.  LONDON  SW7  3DQ, 


TRADITIONAL 
SCOTTISH 
&  KL  KOI' KAN 
WINGSHOOTINO 


Corporate  hospitality  or  personal  enjoyment 
Our  40th  season  -  References 

Vlsll  our  website  http://www.ndiract.co  uk/-hrw5Cothunl 
Email  hrwscothunt^nrjirect  co  uk 

Perth  PH1  5PX,  Scotland. 
Call/Fax  011  44  1738  443344/27 

HENDRY,  RAMSAY  &  WILCOX 

Scotland's  leading  national  1  International  rjulfltlrjrs 


Back  pain? 


Based  on  the  Alexander 
Technique,  PosturEvolutton  is  not 
simply  a  seating  device,  it's 

a  long-term  approach 
to  back  care. 

Our  seat  support  guides  you 

into  sitting  properly. 
And  good  posture  can  lead 
to  immediate  comfort  and  to 

lasting  relief. 


800  392  0363 


Forbes 
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Making  Life  Easier 


1  K 

r 

"Elevette1"'  residence  elevator  adds 
convenience  to  your  home  and  is  the 
solution  for  a  person  who  requires  a 
wheelchair  or  shouldn't  climb  stairs. 
Or,  ride  up  and  down  stairs  Quickly 
and  easily  with  StairLIFT*  Model  sc. 
Both  are  tax-deductible  when  doctor 
recommended. 

For  free  literature,  contact: 


INCLINATOR 


COMPANY  OF 

Dept.  7,  PO  Box  1557 
Hamburg,  PA  17105-1557 
Phone  717-234-8065 


AMERICA 


BUSINESS  OPPORTUNITIES 


BUSINESSES  FOR  SALE 
BY  OWNERS 

Retail-Wholesale-Manufacturing 
$100K-$15MM  To  Buy  or  Sell 
FREEMAN  &  ASSOCIATES,  INC. 

800-798-5189  Fax:  (919)  874-0905 
E-mail:  freeman@interpath.com 
http://www.freeman-assoc.com 


♦INTERNET  GOLDMINE" 


Make  over  $100,000  your  1st  Year! 

Guaranteed  monthly  payouts 
LOW  START-UP*  Not  multi-level 

IP  (888)  788-inet 


Before  you  plan  to  do 
business  wifh  India 
visit 


http://www.indiaeye.com 


Market  Entry  Strategies  from  : 
Third  Eye  Consultancy  - 

email :  tecon@indiaeye.com, 
Fax  Bombay  :  91-22-4374578, 
Bangalore  :  91-80-5533022. 


WINE  CELLARS 


Winecellars 
Humidors 

HfiEH 


Beautiful  burl  root  humidors  tor  75 
cigars  only  $169,  includes  humidi- 
fier, solution  kit  and  hygrometer-a 
$100  value!  Other  models  for  up 
to  250  cigars  with  a  mirror-  ,M 
like  poly/lacquer  finish  and 
brass  locksets.  Display 
units  with  2  glass  doors  & 
electric  humidifier-holds  1 50C  cigars 
only  $1395  and  custom  walk-ins  hold  millions! 

47  Deluxe  Winecellars.  24  bottle  cellars  from 
$229,  handmade  wood  cellars  lor  60  to  3400 
bottles,  cooling  units,  custom  racks  and  cellars 

Call  for  a  free  catalog  800/777-8466 
www.vinotemp.com 


NTERNATION/A 


Stock  Car  tit  t 


(iOr%T  £)%iiep  VNoilO  SPEEDWAY 


Richard  Petty  Driving  Experience 

is  available  /ear  round  at  Atlanta,  Charlotte,  Las  Vegas, 
and  Walt  Disney  World  Speedway.  5  courses  to 

choose  from  with  rides  starting  at  $99.99. 
For  more  information  and  a  free  brochure,  call: 


Franchise 

your  business! 

Call  for  information  about 
" Franchise  Your  Business"  seminars, 
or  information  on  franchising. 

Francorp*  r 

Specialist*  in  franchise  Dtvtlopmtnt  't 

1  800  FRANCKISE  (1-800-372-6244)^ 


FORBES  MARKET  CLASSIFIED 

To  spotlight  your  specialty  product  or  service  to  an  affluent  proven  responsive  executive  audience: 

CALL  OR  FAX  LINDA  LOREN  (212)  260-0620  or  FAX  (212)  260-8183 

e-mail:  lloren@forbes.com 


r  ORB   A  MAGAZINE 


and 

GFjRGE  fiLDER 


pr  *ent 


September  14-16,  1997 

Palm  Springs,  CA 

The  Ritz-Carlton  Rancho  Mirage 


Telecom,  technology, 
and  public  policy  opinion 
leaders  gather  for 
candid  discussion  on 
the  New  Paradigm 


Topics  for  Debate  & 
Discussion  Include : 


Revolt  Against  The  Telecosm 


Moore's  Law  vs.  Moron's  Law 


Internet  Replaces  Television 


Death  of  Telephony 
Waves  Over  Wires 


Moore's  Law  vs.  The  Speed  of  Light 


Money  and  the  Microcosm 


The  Future  is  Orbital 
Betting  Against  Bandwidth 
Does  Java  Break  Windows? 


Registration  Fee:  $3,800.00 

For  more  information: 

Call:  212-206-5521  Fax:  212-206-5158 
e-mail:  telecosm@forbes.com 
www.forbes.com/conf/ 
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Marc  Andreessen 


Senior  Vice  President  of  Technology  and  Co- 
founder,  Netscape  Communications  Corporation 


Peter  Cochrane 


Head  of  Advanced  Applications  and  Technologies 
British  Telecom  Labs 


Steve  Forbes 


President  and  CEO.  Forbes  Inc. 
Editor-in-Chief.  Forbes  Magazine 


George  Gilder 


President 
Gilder  Technology  Group 


2 


Alex  Mandl 


Chairman  and  CEO 
Teligent 


Scott  McNealy 


Chairman.  President  and  CEO 
Sun  Microsystems 


V 


Carver  Mead 


Professor  of  Engineering  and  Applied  Sci 
California  Institute  of  Technology 


Michael  Medved 


Author  and  Columnist 


Robert  Metcalfe 


Vice  President  Technology 
International  Data  Group 

E 

Michael  Milken 


The  Milken  Institute  for  Job 
and  Capital  Formation 


Allen  Salmasi 


Chairman.  President  and  CEO 
NextWave  Telecommunications 


Eric  Schmidt 


Chairman  and  CEO 
Novell.  Inc. 


Plus     many     more  including 


L.  John  Doerr 

Kleiner  Perkins  Caufield  &  Byers 

Robert  Annunziata 

Teleport  Communications  Group,  Inc. 

Paul  Raran 

C0M21 

Russell  Daggatt 

Teledesic  Corporation 

Peter  Huber 

Manhattan  Institute 


Rich  Karlgaard 

FORBES  ASAP 

Leonard  Kleinrock 

Technology  Transfer  Institute 

Milo  Medin 

©Home  Network 

Mary  Meeker 

Morgan  Stanley 

Eric  Nee 

Forbes  Magazine 


John  Patrick 

IBM 

David  Patterson 

UC  Berkeley 

Anthony  Perkins 

Herring  Communications. 

Kim  Polese 

Marimba.  Inc. 

Andrew  Viterbi 

Qualcomm 


American 
Airlines 1 
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"The  more  things  change..." 
70  years  ago  in  Forbes 

(From  the  issue  of  Sept.  15,  1927) 


With  Ford  caught  between  its  Model  T 
and  its  new  Model  A,  Chevy  hastened 
to  lure  U.S.  car  buyers  down  luxury  lane. 


"In  July  1926  national  registration 
of  Fords  ran  well  over  the  100,000 
mark.  At  this  writing,  the  correspond- 
ing figures  for  1927  are  not  yet  avail- 
able, but  it  is  a  safe  prophecy  that  they 
will  show  an  even  larger  decrease. 
Chevrolet,  on  the  other  hand,  showed 
an  increase  of  17,610  registrations  in 
July  1927,  over  July  1926." 

"Since  last  December,  when  future 
options  reached  an  extreme  low  level 
of  about  12  cents  a  pound,  the  recov- 
ery in  cotton  has  been  almost  steady 
and  quite  rapid.  During  the  past 
month,  future  prices  crossed  the  22- 
cent  level  and  showed  a  total  advance 
of  1,000  points,  or  $50  a  bale  in  only 
about  8  months,  one  of  the  most 
rapid  bull  markets  in  the  long  and 
checkered  career  of  King  Cotton." 

60  years  ago 

(From  the  issue  of  Sept.  15,  1937) 


Rail  engineer  after  54  years'  service. 


"One  need  not  move  far  from  the 
Potomac  to  discover  the  foremost 
topic  of  political  discussion  in 
America  today:  Will  President 
Roosevelt  seek  a  third  term?  The 
question  is  hurled  at  the  Washington 
wayfarer  from  every  quarter  by  all 
sorts  of  nonpolitical  people.  Third 
Term  is  the  universal  conversational 
springboard." 

"That  Britain  has  been  and  is  enjoy- 
ing a  real  boom  cannot  be  doubted. 
Nor  are  there  conclusive  signs  of  any 
immediate,  violent  collapse.  But  lat- 
est developments  include  a  mild  but 
unmistakable  slacking  in  building 
after  an  era  of  expansion  unprece- 
dented in  British  history — one-third 
of  the  population  has  been  rehoused 
since  the  war." 

50  years  ago 

(From  the  issue  of  Sept.  15,  1947) 
"The  housing  outlook  is  that 
800,000  homes  will  be  completed 
this  year,  plus  900,000  started. 
Present  building  pace  surpasses  any- 
thing in  over  two  decades.  The  con- 
struction industry  claims  boom  fig- 
ures prove  contention  that  all  indus- 
try needed  was  a  little  freedom." 

"CIO  and  AFL  membership  remains 
at  record  levels,  but  labor's  top  boss- 
es are  worrying  about  a  pronounced 
trend  toward  the  independents. 
Unpublicized  records  reveal  that 
non-affiliated  unions  have  won  two 
of  every  three  collective  bargaining 
representation  elections  for  more 
than  one  year." 

25  years  ago 

(From  the  issue  of  Sept.  15,  1972) 
"A  faction  at  Gamblers  Anonymous 
is  fighting  to  bar  its  members  from 
making  any  active  stock  investments. 
The  group  insists  that  playing  the 
market  is  the  same  as  playing  poker 
or  the  ponies.  It's  said  that  one  West 
Coast  stockbroker  bought  and  sold 
stock  and  bonds  in  his  own  account 
all  day  long  just  for  the  'action.'" 

"With  a  net  income  easily  exceed- 
ing $1  million  last  year,  Arnold 
Palmer  almost  certainly  surpassed 
the  earnings  of  every  corporate 
chieftain  in  the  country,  including 


Arnold  imer, 
whose  ta  e  of 
$l-million-p  s  in 
1971  outranked 
any  U.S.  com  pa. 
exec,  was  the 
first  big-money 
sports  superstar. 


Harold  Geneen.  The  sports  star,  not 
the  movie  star,  is  now  the  darling  of 
an  affluent  U.S.,  and  sports  have 
become  the  high  end  of  show  biz. 

"Milwaukee  Bucks  superstar 
Kareem  Abdul-Jabbar,  whose  1969 
five-year,  $1  million  salary  was 
reportedly  more  than  the  Bucks  fig- 
ured to  net  as  a  corporation,  has  just 
signed  a  new  $1 -million-plus  con- 
tract for  four  years.  And  the  pattern 
is  duplicated  in  other  sports  pacts." 

10  years  ago 

(From  the  issue  of  Sept.  7, 1987) 
"The  official  personal  savings  rate 
in  the  U.S.  fell  off  a  cliff  starting  in 
June  1986,  when  (as  a  percentage  of 
disposable  income)  it  dropped  from 
an  already  low  5.4%  to  less  than  half 
that.  But  those  low  figures  are  artifi- 
cially depressed  by  the  way  they  are 
calculated. 

"The  savings  rate  is  in  reality  now 
only  slightly  below  the  long-run 
average  since  1950,  say  Patric 
Hendershott  of  Ohio  State 
University  and  Joe  Peek  of  Boston 
College  in  a  recent  paper.  Of  their 
major  corrections,  the  first  allows  for 
the  investment  Americans  make  in 
consumer  durable  goods,  which  adds 
around  three  points  to  personal  sav- 
ings. Second,  they  transfer  contribu- 
tions to  government  pension  funds 
and  Social  Security,  now  counted  as 
government  savings,  to  personal  sav- 
ings. And  remember,  the  trillions 
added  to  wealth  from  the  bull  market 
and  rising  house  prices  are  not 
counted  in  any  savings  statistics." 

"Quick:  Name  the  state  with  the 
highest  individual  income  tax  rate 
for  1988.  New  York?  Minnesota? 
Try  Iowa,  with  a  1 3%  rate  on  a  joint 
return's  taxable  income  above 
$76,725."  am 
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I  have  ^nown  brilliant 
b  isiness  organizers  to  go 
away  on  vacation  without 
planning  how  to  make  the 
most  of  it.  They  have 
found  themselves  like  a 
fish  out  of  water.  They 
were  glad  when  time  came 
to  return  to  business. 
One  or  two  unfortunate 
vacation  experiences  like 
this  tend  to  kill  the 
vacation  habit.  Some  men 
find  in  work  the  sole  and 
whole  joy  of  life.  The 
average  busy  man,  however, 
needs  a  real  vacation  at 
least  yearly.  It  is  just 
as  important  that  he  should 
give  thought  to  making  a 
vacation  profitable  as  to 
make  a  business  profitable. 

-B.C.  Forbes 


A  Text  .  .  . 

And  unto  man  he  said, 
Behold,  the  fear  of 
the  Lord,  that  is 
wisdom;  and  to 
depart  from  evil 
is  understanding. 
-Job  29:28 


Sent  in  by  Cynthia  Newby, 
Delta,  Utah.  What's  your 
favorite  text?  Forbes  Book  of 
Quotations:  Thoughts  on  the 
Business  of  Life  is  presented 
to  senders  of  texts  used. 


True  disputants  are  like 
true  sportsmen;  their  whole 
delight  is  in  the  pursuit. 

-Alexander  Pope 

When  an  argument  is  over, 
how  many  weighty  reasons 
does  a  man  recollect  which 
his  heat  and  violence  made 
him  utterly  forget? 
-Eustace  Budgell 

There's  nothing  that  a  New 
Englander  so  nearly  worships 
as  an  argument. 
-Henry  Ward  Beecher 

It  is  not  he  who  gains  the 
exact  point  in  dispute  who 
scores  most  in  controversy, 
but  he  who  has  shown  the  most 
forbearance  and  the  better 
temper. 

-Samuel  Butler 


In  a  philosophical  dispute, 
he  gains  most  who  is  de- 
feated, since  he  learns  most. 

-Epicurus 

My  wife  was  too  beautiful  for 
words,  but  not  for  arguments. 

-John  Barrymore 

Silence  is  one  of  the 
hardest  arguments  to  take. 

-Josh  Billings 


The  "Thoughts"  three-volume  boxed  set  and  individ- 
ual volumes,  now  out  of  print,  have  been  replaced  by 
Forbes  Book  of  Quotations:  Thoughts  on  the  Business 
of  Life,  a  new  one-volume  deluxe  edition  with  more 
than  900  pages  and  14,000  quotes.  The  price  is  only 
$40.00,  plus  $3.50  shipping  and  $1.00  per  item  han- 
dling (add  applicable  sales  tax). 

Still  available:  the  Tnoughts  Screen  Saver  tor  PC 
(Windows  3W  diskette),  for  $19.95 
To  order,  please  call  toll-free,  1-800-876-6556. 


In  formal  logic,  a  contra- 
diction is  the  signal  of  a 
defeat.  But  in  the  evolution 
of  real  knowledge  it  marks 
the  first  step  in  progress 
towards  a  victory.  This  is 
one  great  reason  for  the 
utmost  toleration  of  variety 
of  opinion. 

-Alfred  North  Whitehead 

Argument  is  the  worst  sort 
of  conversation. 
-Jonathan  Swift 

Disputing,  contradicting  and 
confuting  people  are  gener- 
ally unfortunate  in  their 
affairs.  They  get  victory, 
sometimes,  but  they  never 
get  goodwill,  which  would 
be  of  more  use  to  them. 
-Benjamin  Franklin 

Never  argue  at  the  dinner 
table,  for  the  one  who  is 
not  hungry  always  gets  the 
best  of  the  argument. 
-Richard  Whately 

Myself  when  young  did 

eagerly  frequent 
Doctor  and  Saint,  and 

heard  great  Argument 
About  it  and  about: 

but  evermore 
Came  out  by  the  same  door 

where  in  I  went. 
-Omar  KhayyAm 

There  is  no  squabbling  so 
violent  as  that  between 
people  who  accepted  an  idea 
yesterday  and  those  who  will 
accept  the  same  idea  tomorrow. 
-Christopher  Morley 

I  dislike  arguments  of  any 
kind.  They  are  always  vulgar 
and  often  convincing. 

-Oscar  Wilde 
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"Even  in  those  great  days,  Partagas  was  the 
only  Cuban  cigar  with  a  store  all  its  own." 

The  Partagas  store  in  Havana  did  such  a  brisk  business,  it  was  as  if  the  city 
didn't  want  any  Partagas  cigars  to  leave  the  country.  But  more  than  30  years  ago, 
they  did  leave  the  country  when  Ramon  Cifuentes  fled  Cuba  to  go  on  making  his 
Partagas  cigars  in  the  Dominican  Republic.  Today,  Partagas  is  the  only  cigar 
brand  that  is  still  made  by  the  same  man  who  made  it  what  it  was  long 
ago  in  Havana.  And  business  is  even  better  than  it  was  then. 


The  cigar  that  knew  Cuba  when. 


Once  inside  the  all-new  Navigator,  you're  likely  to  hear  little  more  than  your  thoughts.  Because  for  all  its  ruggedness,  its  still  a  Lincoln.  We  kept  D 
quiet  with  sound-absorbtion  materials  throughout  the  interior,  coupled  with  an  available  air-suspension  system  and  specially  tuned  shock  absorber; 


|  LINCOLN 


The  Polo  Tassel  Loafer 


The  Polo  Tassel  Loafer  continues  the  Ralph  Lauren  legacy  of 
signature,  gentlemanly  style  with  its  artful  craftsmanship  and 
refined  details.  First,  the  finest  Italian  calfskins  are  hand- 
burnished  to  achieve  a  rich,  warm  patina  before  being  masterfully 
benchmade  by  fine  English  shoemakers  into  an  authentic, 
leather-lined  shoe.  Its  genuine,  durable  welt  construction 
ensures  that  the  sole  can  be  replaced  after  years  of  devoted  wear, 
while  the  decorative  braiding  and  tassels  enhance  the  elegance 
of  this  fine  loafer. 
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.  he  smell  of  flaming  applewood  on  a 

harvest  moon  evening... 

...the  whistle  of  mallard 
wings  in  the  icy  darkness 
awaiting  a  November  dawn 

...the  pleasures  of  a 
fine,  hand'rolled  Partagas 

...the  poise  and  style  of  a 
Llewellin  setter  on  point 

...the  hump  of  a 
steelhead  at  the  end 
of  a  drift 
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clay  station  9 


The  Sporting  Tradition  -  a  new  Orvis  catalog  creat' 
ed  just  for  sportsmen  featuring  over  200  new  products, 
including  upland  hunting  and  waterfowl  gear,  fly-  fishing 
equipment,  hightech  clothing,  fine  hand-rolled  cigars,  and 
sporting  gifts.  Plus  essays  from  the  members  of  the  Orvis 
Advisory  Team,  including  Qeoff  Norman,  Bob  Jones, 
Charles  Qaines,  Jim  Fergus,  Quy  de  la  Valdene,  and  Jim 
Harrison.  Call  1-800-333-1550,  ext.  939  toll  free  for  your 
free  copy  of  The  Sporting  Tradition. 
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From  Hollywood  to  Main  Street, 
it's  being  heralded  as  the 
beginning  of  a  home  entertainment 
revolution.  It's  called  DVD  Video.  With 
a  digital  picture  that's  better  than  laser  disc, 
and  state-of-the-art  digital  audio,  DVD  is  destined  to  change  your 
home  into  a,  well,  you  get  the  picture.  Now  movies  meet  the  digital 
age.  And  Philips  Magnavox  is  there  to  help  make  the  introductions. 


Ldk  make  tfmg£  bett&f 


DVD  Video  from  Philips  Magnavox. 

Technology  for  the  heart,  the  spirit  and  the  imagination. 


©  1997  Philips  Electronics  North  America  Corporation 
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Letters  From  The  Editor 


TO  OUR  READERS: 
From  time  to  time  the  editors  of  FYI 
review  the  magazine's  departments 
with  an  eye  to  assigning  blame  for  short- 
comings. Our  back-page  "Bull  Board" 
recently  came  under  such  scrutiny  when 
it  became  clear  that  too  many  impor- 
tant newspaper  clippings  were  escap- 
ing our,  and  your,  attention. 

For  example,  we  failed  to  report  this 
story:  ''Newborn  Sues  Parents  Over- 
Baldness.  "  Nor  did  we 
bring  you  details  of cur- 
rent debates  in  science, 
"Does  Gravity  Still  Mat- 
ter?. .."In  the  world  of  * 
sports,  we  missed  the 
story  of  Finland's  Tiina 
Jussila,  who  clinched  the 
world's  wife-car- 
rying title  (278 yards  in 
38  seconds).  Food  and 
wine?  We  overlooked  |  !  y%  £2 
the  account  of  a  new 
chardonnay  called  "Fat  Bastard.  "And 
in  human  relations,  FYI  failed  to 
bring  you  a  story  which  included  the 
quote,  "I  will  never  do  another  good 
turn  for  anybody  as  long  as  I  live. " 

To  insure fewer  of  these  omissions, 


we  are  happy  to  announce  the  addi- 
tion of  Greg  Zorthian  to  the  FYI  staff 
as  Associate  Bull  Board  Editor.  Mr. 
Zorthian  comes  to  us  by  way  of  Yale 
University's  Armenian  Studies  pro- 
gram, and  previously,  Father  Angus 
MacCraig's  Academy  for  Boys. 

Also,  with  this  issue  Charles  Dubow 
joins  the  masthead  as  editor  of  Forbes 
Digital  Cool,  the  cyber-cousin  to  Forbes 
FYI  (www.forbes.com).  Dubow,  a 
-  former  driving  instruc- 
torfrom  Redondo  Beach, 
California,  holds  a  de- 
gree in  topiary  from  the 
American  Institute  of 
Floral  Plant  Design  in 
Tequesta,  Florida.  Wel- 
come, Charles! 

Finally,  due  to  an  er- 
ror by  a  junior  FYI  staff 
member,  the  artist's  credit 
was  omitted for  last  is- 
sue's cover  (left).  We  apol- 
ogize to  the  titanically  talented  artist, 
Ellen  Weinstein,  The  junior  staffer  re- 
sponsiblefor  the  oversight  is  currently 
pursuing  various  interests  outside  of 
magazine  publishing. 

— The  Editors 


Dear  Editor, 

Re:  the  story  in  the  May  FYI  ("Do- 
It- Yourself  Facelifts"),  I  checked  with 
the  American  College  of  Plastic  Sur- 
geons and  they  were  of  the  opinion 
that  such  measures  as  your  writer  Bob 
Laidlaw  proposed,  specifically  the 
"Swiss  Army  knife  tummy-tuck," 
were  not  only  unsafe,  but  in  all  likeli- 
hood, fatal.  Isn't  a  correction  in  order? 

T.R.  Velt 
Tucson,  AZ 

EDITOR'S  REPLY:  Right  you  are! 


Ladies  and  Gendemen: 
I  hugely  enjoy  Forbes  FYI.  The  articles 
on  computer  technology  and  Silicon 
Valley,  to  say  nothing  of  George  Gild- 
er's pieces,  are  always  timely  and  well- 
edited.  Keep  up  the  great  work! 

Edward  Suttridge 
poughkeepsie,  ny 

Dear  Sirs: 

Re:  your  recent  article  on  the  move 
toward  a  one-world  government  run 
by  Freemasons,  the  World  Bank  and 
the  Council  on  Foreign  Relations.  I 


nautica 


think  your  usually  scrupulous  fact- 
I  checkers  may  have  swallowed  just  a 
bit  too  much  fluoridated  drinking 
water  on  this  one.  The  human  col- 
onization of  the  moon  began  nine 
months  after  the  faked  Apollo  n  mis- 
sion, not  nine  months  before,  as  your 
reporter  stated. 

A  cursory  glance  at  the  index  of 
my  self-published  book  on  the  sub- 
ject, Wake  Up,  America!,  or  any  one  of 
my  numerous  Web  sites,  would  have 
confirmed  this  fact  instantly  and  be- 
yond a  doubt. 

Still,  a  fine  article.  Kudos! 

Lewis  M.  Petto 
Orofino,  ID 

Dear  Sirs, 

Re:  Danny  Wattenberg's  fantastic 
piece  about  that  awful  cigar-safari 
trip  he  took  in  Cuba:  I  would  have 
paid  money  not  to  go  on  that  trip,  but 
I'm  certainly  glad  he  did.  At  least  it 
made  for  very  entertaining  reading. 

David  Stein 
New  York,  NY 

Dear  Editor, 

Please  tell  your  senior  editor  Neal 
Santelmann  ("How  To  Train  A 
[Navy]  SEAL")  that  this  60-year- 
old  reader  can  run  1.5  miles  in  12:30 
and  do  25  push-ups  in  one  minute. 

On  the  other  hand,  I  am  writing 
this  from  the  hospital,  where  I  ended 
up  after  trying  the  exercises  in  his  ar- 
ticle. I  am  currently  seeking  a  legal 
opinion  as  to  whether  I  can  sue  him. 

Charles  Pfeiffer 
New  York,  NY 

Dear  Sirs: 

I  sometimes  get  the  distinct  impres- 
sion reading  FYI  that  its  editors  think 
"The  Good  Life"  consists  of  drinking 
fine  wine,  smoking  great  cigars,  driv- 
ing gorgeous  cars,  buying  fabulous 
things,  traveling  first  class,  and  hav- 
ing satisfying  relationships  with 
stunning  women. 
Or  am  I  wrong? 

Jim  Fitzgerald 
Palatine,  IL 

EDITOR'S  REPLY:  You've  got  us  there. 


22"  Litigation  Bag. 


Glaser  22 "  Litigation  Bag 

Walnut  or  black  leather,  22  x  14  x  8",  $1050. 

Here's  a  huge  briefcase  that's  also 
a  suitcase  that's  a  legal  carry-on. 

It  will  carry  letter-size 
manila  file-folders  and 
three-ring  letter-size 
binders  stacked  verti- 
cally, side-by-side.  You 
can  organize  it  however  you  like 
with  Glaser  Insiders'"  dividers. 


Our  Traveler's  Briefcases  double 
as  your  laptop  bag.  Your  laptop 
is  protected  by  our  padded, 
Flexible  Unwreckable™  frame. 

Wondering  if  you  can  pack  your 
suit,  and  a  couple  of 
shirts  wrinkle-free  in 
your  22"  Litigation 
Bag?  Ask  us  about  our 
Suitfolder  and  Pakasak1"  dividers. 

Twelve  of  us  work  together  to 
design  and  make  Glaser  Travel 
Goods  in  our  San  Francisco  stu- 
dio. We  sell  direct  to  you. 

Please  call  tor  our  free  catalog. 

Glaser  Designs 

Travel  Goods  Makers 
32  otis  st.  san  francisco  ca  94io3 
phone  415-552-3188  fax  415-431-3999 
80o-234-io75  fyi@glaserdesigns.com 


How  to  be  heard 
in  more  than  two  places 
at  the  same  time, 
saying  the  same  thing 

all  alone  by  myself. 


Here  I  am,  36,000  feet  above  Saskatchewan, 
talking  into  my  D1000,  and  my  dialogue  is 
appearing  on  my  home  PC  in  Sausaiito, 
my  office  PC  in  San  Francisco,  my  client's 
PC  in  Seattle  and  my  cousin's  in  Seville. 
Let  me  be  the  first  to  mention  that  the  first 
digital  recorder  with  removable  media  also  has 
unlimited  memory,  compressed  files  that  are 
accessed  instantly  and  distortion-free  playback. 

Unheard-of. 


It's  not  just  the  sound.   It's  where  you  take  it.  I 

OLYMPUS 

Call  1-800-622-6372  for  more  information.  Or  visit  us  at  www.olympus.com  I 

e 
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All  your  investments  should  look  this  good. 

like;|M Trinitron  picture  tube.  Trinitron  television,  the  world's  only  vertically  fN 
sct&en,  opce  set  an  Entire  industry  on  its-  ear.  And  since  then,  has  kept  it  oh  il 
t^es.  Constant  innovation- has  kept  Trinitron  technology  the  standard  in  pictur 
.•  clarity,  color,  and  sharpness.  No  wonder  so  many  loyal  TV  watchers  have  becorr 
loyal  Trinitron  TV  owners.  They  know  a  good  investment  when  they  see  one. 


Trinitron 


BUT  ENOUGH  ABOUT  YOU) 


Welcome  to  Jury  Duty: 

By  Christopher  Buckley 


Congratulations!  You  have 
been  selected  to  participate 
in  one  of  the  great  privi- 
leges of  democracy 

Please  take  a  moment  to  read 
this  booklet.  It  has  been  prepared 
to  help  you  make  the  most  of  the 
"jury  experience." 

First,  remember  how  fortu- 
nate you  are  to  be  participating 
in  a  process  that  dates  back  to 
the  year  1215,  when  the  English 
barons,  tired  of  having  their  heads 
chopped  off  by  whimsical  kings,  said 
"Enough!"  and  forced  King  John  to  sign 
the  Magna  Carta.  This  guaranteed  them 
the  right  to  sleep  with  their  vassals'  wives 
and  to  be  tried  by  a  jury  of  their  peers,  namely  12  other 
barons.  This  suited  the  barons  nicely,  and  for  several  hun- 
dred years  no  English  baron  was  ever  convicted  of  a  crime. 
Eventually,  the  barons  died  off,  killed  by  jealous  vassals 
and  the  boredom  of  sitting  on  so  many  juries.  Sim- 
ultaneously, commoners  such  as  yourselves  proliferated, 
leading,  in  turn,  to  increased  criminality,  which  is  how  you 
came  to  be  here. 


Your  Juror  ID 


By  now,  you  will  have  received  your  Juror's  Identification 
Number.  From  here  on,  you  will  be  known  by  its  last  three 
digits.  This  is  to  preserve  your  anonymity  so  that  you  will 
not  be  killed  by  vengeful  associates  of  the  mob  boss  de- 
fendant, in  the  unlikely  event  you  find  him  guilty.  It  also 
aids  in  dehumanizing  you,  a  vital  part  of  "the  jury  process." 

Please  note:  it  is  important  that  you  wear  your  Juror's 
Badge  at  all  times.  Otherwise,  you  might  be  mistaken  for 
a  criminal  defendant  and  taken  off  to  jail  by  the  mar- 
shals, an  experience  that  you  would  probably  rather  miss, 


unless  you  enjoy  being  caged  in  indescribable  conditions 
while  being  sexually  assaulted  and  fed  on  fried  bologna 
and  warm  Kool-Aid. 


Fees 


You  are  entitled  to  a  $2  transportation  fee  every  day.  A  bus 
is  a  wonderful  way  to  "get  to  know"  the  city,  even  the  less 
advantaged  neighborhoods,  such  as  the  one  where  the 
courthouse  is  located;  or,  if  you  prefer,  you  may  walk  and 
use  the  $2  to  supplement  the  $30  per  day  juror's  fee  that 
you  will  receive. 

Many  jurors  ask,  "How  do  you  expect  me  to  feed  my 
family  on  $3.75  an  hour?"  The  answer  is  always  a  cheerful: 
"That's  not  our  problem!"  We  hope  that  this  is  helpful. 


The  Waiting  Room 


Before  you  can  be  called  to  a  courtroom,  every  juror  must 
sit  in  the  large,  overheated  and  malodorous  Jurors' 
Waiting  Room  for  no  less  than  one  full  day. 

You  are  free  to  read,  should  you  be  able  to  concentrate 


Illustrations  by  David  Flaherty 
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above  the  noise  coming  from  the  tele- 
vision sets  bolted  into  the  ceiling 
overhead.  In  answer  to  your  antici- 
pated question:  no,  the  sets  cannot  be 
turned  off.  The  reason  for  this  is  that 
many  of  your  peers  find  daytime  TV 
programming  nourishing.  To  you,  the 
talk  show  being  shown  on  the  screen 
may  appear  to  be  a  group  of  violent, 
overweight,  toothless  imbeciles  loudly 
arguing  over  whether  it  is  good  to 
drink  Karo  syrup  straight  from  the 
bottle.  This  will  make  more  sense  to 
you  as  you  actually  get  to  know  your 
fellow  jurors. 

Another  frequently  asked  juror 
question  is:  "Why  do  we  have 
to  spend  so  much  time  wait- 
ing in  this  room?" 

The  answer 


is:  "We 
don't  have 
to  answer 
that,  either,"or 
"Go  sit  down!" 
One  of  the  nice 
things  about  work- 
ing in  the  courthouse, 
aside  from  never  having 
to  serve  on  a  jury,  is  the  feeling  of  ab- 
solute power  over  people  like  you. 
You  might,  for  instance,  be  the  head 
of  a  large  corporation,  with  thousands 
of  employees.  But  we  don't  care.  We 
can  make  you  do  anything  we  want. 
And  the  best  is  yet  to  come! 

At  some  point  on  the  first  day, 
probably  late  in  the  afternoon,  just  as 
you  think  you  will  not  be  called,  an 
officious  person  resembling  a  con- 
centration camp  kapo  will  read  your 
r  number  aloud.  You  and  the  oth- 


er "lucky  ones"  called  will  then  be 
herded  like  Holsteins  to  a  courtroom 
and  made  to  stand  outside  for  a  pe- 
riod of  time,  usually  no  longer  than 
12  hours.  Do  not  leave,  even  to  go  to 
the  bathroom.  If  you  are  not  present 
when  your  number  is  called  again, 
your  name  goes  on  the  Fugitive  Jur- 
ors List.  For  the  next  ten  years,  every 
time  you  present  your  driver's  license 
to  a  figure  of  authority,  you  will  be 
arrested,  clubbed  senseless  and  hand- 
cuffed by  a  U.S.  Marshal  resembling 
Tommy  Lee  Jones. 

Once  your  number  is  called,  take 
your  place  in  your  assigned  seat  in  the 
spectators'  section  of  the  courtroom. 

When  the  clerk  shouts  "All  rise!" 
immediately  jump  to  your  feet  and 
stand  at  rigid  atten- 
tion as  the  judge  en- 
ters. This  custom  dates 
to  the  Spanish  Inquisition, 
when  judges  could,  for  no 
reason,  order  courtroom 
spectators  to  be  flung  into 
a  boiling  pot  of  jerez. 

(A  word  about  judges: 
they  are  just  like  you 
and  me,  except  that 
they  get 
to  wear 
priestly 
black 
robes,  sen- 


You  are  free  to  read, 
should  you  be  able  to  con- 
centrate above  the  noise 
coming  from  the  television  sets 
bolted  into  the  ceiling  overhead.  No, 
the  sets  cannot  be  turned  off. 


tence  people  to  rot  in  prison  for  the 
rest  of  their  lives  and  are  accustomed 
to  being  called  "Your  Honor"  or  even 
"the  Court."  In  short,  they  are  used  to 


total,  grovelling  obedience,  and  ge 
quite  testy  if  it  is  not  rendered.) 

A  judge's  courtroom  is  his  castle 
and  you  must  ask  His  Honor's  per- 
mission to  do  anything,  other  than  sil 
there  with  a  vacant  expression  on 
your  face.  Note:  do  not  make  "bored' 
or  "gimme  a  break"  faces  at  His 
Honor.  He  will  ruin  your  life.  The  area 
immediately  surrounding  a  judge- 
ten  to  fifteen  feet — is  protected  and 
may  not  be  entered  unless  permission 
is  first  granted.  Thus,  if  the  prosecu- 
tor or  defense  counsel  wants  to  "ap- 
proach the  witness,"  he  or  she  must 
first  ask  the  judge.  While  judges 
rarely  deny  permission,  they  insist  on 
being  asked  nonetheless.  This  is  a 
holdover  from  the  Magna  Carta  era, 
when  irascible  baron-jurors  woulc 
sometimes  "approach"  the  bench  anc 
decapitate  the  judge. 


Voir  Dire 


"Voir  dire"  is  French  for  "Let  us  tel 
creative  prevarications  to  His  Honor 
that  he  may  release  us  from  this 
frightful  business."  Here  is  your 
chance  to  persuade  the  Court  that 
you  a)  are  too  important  to  waste  your 
time  on  mere  civic  duty;  b)  have  a 
bladder  problem  that  would  require 
recessing  the  proceedings  every  ten 
minutes;  or  c)  would  like  to  skip  the 
trial  and  have  the  "obviously  guilty" 
defendant  executed  on 
the  spot.  Of  all  the  ex- 
cuses, c)  is  by  far  the 
most  successful. 

As  you  prepare  to 
"approach"  with  your 
prevarication,  bear  in 
mind  that  His  Honor 
is  likely  to  be  suspici- 
ous of  your  claim  that 
"the  economy  will 
come  to  a  halt"  with- 
out you,  or  that  your 
elderly  Brazilian  par- 
rot is  prone  to  suicidal 
fits  of  depression  un- 
less you  are  there  three  times  a  day  to 
feed  it  pre-chewed  lumps  of  jicama. 
He  has,  in  all  likelihood,  heard  it  be- 
fore. This  is  why  so  many  judges  wear 
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perpetual  scowls  and  require  diets 
high  in  fiber.  Bear  in  mind,  too,  that 
you  are  now  "under  oath,"  a  quaint 
custom  dating  back  to  when  people 
were  afraid  of  lying  to  God.  Be 
prepared  to  back  up  your  claim 
that  you  are  a  heart  transplant  surgeon 
who  has  just  been  asked  by  the  U.S. 
government  to  fly  to  Moscow  to  save 
the  life  of  the  Russian  president.  Lack- 
ing such  evidence  may  make  His  Hon- 
or very  cross  and  incline  him  to  send 
you  to  an  untranquil  place 
where  you  can  reflect  on  your 
mendacity  in  an  atmosphere 
of  penitence  and  terror. 

Once  everyone  has  finished 
lying  to  the  judge,  the  clerk  will 
seat  you  in  the  jury  box. 

Here  is  your  last  chance  to  "get 
off."  The  prosecutor  and  defense  at- 
torneys will  now  exercise  their  "per- 
emptory challenges,"  whereby  they 
can  have  jurors  removed  "for  cause," 
or  more  likely  be- 
cause there  is  some- 
thing undefinable 
about  you  that  both- 
ers them,  such  as  the 
color  of  your  skin 
or  the  swastikas 
tattooed  on  your 
knuckles.  Now  is  a 
good  time  to  glower 
at  the  defendant  in 
the  hope  that  his 
lawyer  will  think 
you  are  fantasizing 
watching  him  drop 
through  a  trap  door 
with  a  noose  around 
his  neck  But  be  care- 
ful! The  prosecutor 
may  see  you  instead  and  decide  you 
are  a  "keeper." 


Testimony 


Now  you  may  sit  back,  relax  and  en- 
joy the  proceedings.  There  is  nothing 
further  you  can  do  to  get  off,  other 
than  to  fake  a  heart  attack. 

The  prosecutor  will  now  try  to 
convince  you  that  the  defendant  is  a 
bad  person.  The  defense  attorney's 
job  is  to  convince  vou  that  the  defen- 


A  judge's  courtroom  is  his  castle, 
and  you  must  ask  His  Honor  s  permis- 
sion to  do  anything,  other  than 
sit  there  with  a  vacant  expression  on 

your face.  Note:  do  not  make 
"bored"  or  "gimme  a  break" faces  at  His 


Honor.  He  will  ruin 


you 


r  lite. 


dant  is  either  not  a  bad  person,  or  at 
least  not  as  bad  as  the  prosecutor  says 
he  is;  or  that  the  police  are  no  great 
beauties  themselves,  and  "planted" 
the  drugs/machine  gun/knife/stolen 
car/bloodstained  clothing/C-4  explo- 
sive on  the  defendant,  just  to  "have 
some  harmless  fun." 

Jurors  often  express  frustration  at 
the  length  of  time  it  takes  to  try  a 
"simple"  case.  Many  jurors  ask,  "Why 
is  this  taking  so  long?"  Again,  the 


court's  answer  is:  "What  do  we  care? 
We  have  to  be  here;  why  shouldn't 
you  be?" 

One  reason  that  trials  can 
seem  "to  take  forever"  is  that 
judges,  being  exalted  above 
the  rest  of  humanity,  can  elect 
to  spend  as  little  time  in  court 
each  day  as  they  wish.  It  is  not 
uncommon  for  judges  to  start 
proceedings  at  10:30  a.m.,  call  a 
two-and-a-half-hour 
lunch  recess  and  ad 
journ  for  the  day  at  4 
p.m.,  for  a  total  work 
day  of  three  hours.  This 
allows  them  plenty  of 
time  for  writing  letters 
to  the  editor  complaining  of  "case 
overloads,"  "clogged  courthouses" 
and  "overwork." 

At  the  conclusion  of  testimony 
and  closing  arguments,  the  judge 
will  issue  you  your  "instructions." 
The  purpose  of  this  is  to  confuse 
you  so  that  you  will  be  unable  to  un- 
derstand such  concepts  as  "intent," 
"possession"  or  "beating  someone  over 
the  head  with  a  tire  iron."  This  guar- 
antees that  he  can  spend  an  unin- 
terrupted week  "in  chambers"  writing 
letters  to  the  editor  while  you  and 
your  fellow  jurors  pass  the  time 
screaming  at  each  other. 

The  most  important  thing  to  bear 
in  mind  is  this:  you  must  let  the 
defendant  go  unless  you  find  him 
"guilty  beyond  a  reasonable  doubt." 
The  judge  will  take  several  hours  to 
explain  the  word  "reasonable"  to  you. 
Meanwhile,  remember:  "better  that 
ten  guilty  men  go  free  than  that  a  sin- 
gle innocent  man  be  found  guilty," 
even  if  you  wouldn't  want  to  run  into 
them  outside. 


Deliberations 


You  must  first  elect  a  "foreman"  to 
guide  your  deliberations  to  a  swift, 
just  conclusion. 

By  now  you  already  have  a  "sense" 
of  each  other  from  having  spent 
so  many  hours  in  the  jury  room  to- 
gether, discussing  each  other's  medi- 
cal problems,  favorite  daytime  tel- 
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levision  shows,  belief  in  UFOs,  the 
(CIA's  role  in  the  assassination  of 
j  President  Kennedy  and  O.J.  Simp- 
j  son's  innocence,  as  well  as  your  shared 
|  disdain  for  the  U.S.  legal  system. 

Foremen  tend  to  fall  into  two  cat- 
egories: those  who  want  to  get  it 
over  with  as  quickly  as  possible,  and 
fans  of  Henry  Fonda  in  the  movie 
Twelve  Angry  Men.  The  former  is 
j  happy  to  "toss  a  coin";  the  latter  will 
insist  on  sending  for  the  transcript  so 
|  that  he  can  read  aloud  to  you  from 
j  the  judge's  433-page  instruction  as  to 
swhat  constitutes  "rotten."  Generally, 
iithe  wisest  course  is  not  to  elect  either 
|of  these  types,  but  to  give  the  job 
to  the  person  with  the  unrefundable 
Iplane  ticket  for  tomorrow  morning. 

Since  most  juries  are  incapable 
lof  agreeing,  and  therefore  "hang," 
[modern  legal  reformers  of  the  early 
poth  century  introduced  the  notion  of 
charging  defendants  with  "multiple 
counts,"  so  that  deadlocked  juries  could 
acquit  them  of  the  serious  charges  and 
convict  them  of  the  lesser  ones. 

Thus  a  person  who,  say,  severely 
beat  someone  with  a  tire  iron  is 
[charged  with  18  counts:  1)  aggravated 
assault  and  battery  in  the  first  degree; 
j  2)  possession  of  a  deadly  weapon  dur- 
ing the  commission  of  a  crime;  3)  pos- 
session of  a  tire  iron  while  not  in  the 
)  process  of  changing  a  tire;  4)  crossing 
a  state  line  with  intent  not  to  change 
a  tire;  and  so  on.  This  way,  the  law 
I  provides  "something  for  everyone." 

Be  prepared  for  vigorous  argument 
on  surprising  points,  such  as:  "I  don't 
icare  if  he  did  tell  a  dozen  people  he 
was  going  to  get  himself  a  tire  iron 
:and  beat  in  Elmo's  head.  That  still 
1  doesn't  mean  he  did  it."  Or  even:  "I 
i  don't  care  if  a  dozen  people  saw  him 
i  beat  Elmo  in  the  head  with  a  tire  iron. 
iThat  still  doesn't  mean  he  did  it." 

Relax.  Take  a  deep  breath.  You  are 
simply  experiencing  "jury  nullifica- 
tion." Jury  nullification  is  increas- 
ingly employed  by  jurors  who  feel 
that  there  are  societal  imperatives 
more  important  than  their  oaths  to 
"find  according  to  the  evidence  and 
the  law,"  namely  acquitting  scoun- 


drels. Such  jurors  tend  to  see  the 
world  in  terms  of  Marxist-Hegelian 
dialectical  materialism,  with  society 
consisting  of  a  "struggle  of  oppo- 
sites"  between  oppressor  (you)  and 
oppressee  (them).  This  makes  for 
stimulating  philosophical  conversa- 
tion in  the  jury  room,  especially 
with  your  annual  sales  pre- 
sentation looming,  the  one 
that  will  determine  whether 
you  move  up  to  senior  v.p.,  or  down 
to  custodial  affairs. 

However,  even  jury  nullifiers  have 
their  limits.  Two  or  three  days  of 
spitting  at  you  in  an  overheated, 


Once  you  have  rendered  your 
verdict,  the  judge  will  thank  you 

and  tell  you  that  you  are 
a  pillar  of  society,  despite  the  fact 
that  you  may  now  be  contemplat- 
ing a  move  to  Singapore. 


windowless  room  may  diminish  their 
dialectical  ardor  sufficiently  to  agree 
to  convicting  on  the  lesser  charge  of 
unlawful  possession  of  a  tire  iron 
while  crossing  a  state  line  with  in- 
tent— that  tricky  term! — to  pry  open 
a  Coke  machine. 


Post-Trial 


Once  you  have  rendered  your  ver- 
dict, the  judge  will  thank  you  and 
give  a  short  speech,  the  point  of 
which  is  that  you  are  a  pillar  of  soci- 
ety, despite  the  fact  that  you  may 
now  be  contemplating  a  move  to 
Singapore.  However  ironic  you  find 
His  Honor's  speech,  you  must  en- 
dure his  speech  in  silence  and  refrain 
from  making  raspberries.  He  can 
still  ruin  your  life. 

He  will  then  advise  you  that  the 
prosecutor  and  defense  attorneys  gen- 
erally like  to  meet  with  jurors  after- 


ward in  the  jury  room  in 


order  to  discuss  the  case  with  you. 
You  are  under  no  obligation  to  do  so, 
and  are  doubdess  inclined  to  flee,  gib- 
bering, from  the  courthouse.  Yet  you 
might  find  it  illuminating,  for  it  is 
during  these  informal  discussions  that 
you  will  find  out  what  you  were  not 
permitted  to  know — namely,  what 
really  happened.  For  fun,  be  sure  to 
watch  the  faces  of  the  jurors  who  held 
out  successfully  for  acquittal  as  they 
learn  that  the  defendant  was  out  on 
parole  for  beating  someone  else  in  the 
head  with  a  tire  iron! 

What  matters  is  that  you  have  per- 
formed your  civic  duty.  Your  career 
may  be  in  serious  peril,  you  may  have 
to  cancel  the  vacation,  but  you  have  the 
satisfaction  of  knowing  you  have  sus- 
tained our  system  of  government.  You 
are  a  "baron"  or  "baroness"  of  dem- 
ocracy. And  you  won't  have  to  do  it 
again  for  another  two  years!  • 
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"Journalism  largely  consists  in  saying  'Lord 
Jones  Dead'  to  people  who  never  knew  Lord  Jones 
was  alive." — G.K.  Chesterton 


Th 


The  Butler  Does  It 


In  an  age  when  man- 
servants double  as 
physical  trainers  or 
pack  a  .45  to  guard 
the  compound, 
there  is  growing 
nostalgia  for  the 
refinement  of  an 
earlier  day. 
The  hired 
man  in  Teddy 
Roosevelt's 
house  became 
a  first-class 
ornithologist 
Julia 
Berwind's 
butler  in 
Newport  made 
a  fourth  at 
bridge.  The  Ogden 
Phipps'  man  led  rac 
coon  hunts.  My 
grandfather's  driver 
rejoiced  in  taking  the 
helm  of  the  yacht. 

Jeeves  has  been  the 
prototype  of  the  fic- 
tional butler,  ever 
since  P.G.  Wodehouse 
created  him.  Henry 
James'  Brooksmith 
was  a  dab  hand  at 
recalling  his  master's 
anecdotes.  Maurice 
Druon's  wonderful 
trilogy,  The  Curtain 
Falls,  even  gave  us  a 
ry  chauffeur. 
-nandie  herbagere, 


eclatante  et  mouillee," 
he  says,  turning  and,  as 
it  were,  introducing 
the  lush  French  country- 
side. "It's  a  line  from 
Madame  Delarue- 
Mardus  which  the  gen- 
tlemen often  quote." 

There  is  a  long  tradi- 
tion of  butlers  who  have 
excelled  at  recreation: 
ghillies,  caddies,  stalk- 
ers, gardeners.  Others 


have  learned  to  cata- 
logue the  library,  advis 
on  correspondence  or 
mount  collections. 

It's  nice  to  have  a 
"heavy"  at  the  gate,  but 
nicer  still  to  have  a  gen 
tleman's  gentleman. 
Perhaps  you  can  give 
him  a  name.  Something 
like  Miss  Anne 
Morgan's  "Peacock." 

— George  Herrick 


Ready-To-Order  Libraries 

Before  you  turn  now-flown-the-nest  junior': 
bedroom  into  your  private  library,  have  yot 
considered  what  to  put  on  the  shelves?  A 
decorator  might  order  up  leatherbounc 
beauties  that  look  much  better  than  the\ 
read.  But  Kinsey  Marable,  a  bookseller 
in  Washington,  D.C.,  says  home  li- 
braries don't  have  to  be  that  bad. 
Since  dumping  a  Wall  Street  career 
four  years  ago,  Marable  has  put  together 
a  half-dozen  "country  house  libraries"  for 
"budding  Anglo-  and  Francophiles"  who  like  to  read. 
He  favors  out-of-print,  20th-century  tomes,  many  with 
full-color  dust  jackets.  One  of  his  recent  projects  included 
Jungle  Days  (1923)  by  William  Beebe;  The  Salmon  (1959),  by 
J.W  Jones;  Paris  Journal,  1944-1965  (1965),  by  Janet  Planner, 
Frederick  The  Great  (1970),  by  Nancy  Mitford;  and  The  Sea 
Tales  (5  vols,  1857)  by  James  Fenimore  Cooper. 

Cost?  From  $15,000  to  $40,000  for  around  1,100  books. 
And  do  his  clients  actually  read  them?  "Gee,  I  hope  so." 
In  September,  Kinsey  Marable  &  Co.,  will  open  a  new  shop 
in  New  York  City;  in  October  he'll  offer  by  catalogue  the  li- 
braries of  the  late  Ambassador  and  Mrs.  David  K.E.  Bruce; 
202-337-3460;  fax  202-337-5381. 
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Critical 
Bass 


Saltwater  anglers  in  the 
East  traditionally  reserved 
their  strongest  affections 
for  the  striped  bass  (Marone  saxatilis),  a 
gamefish  whose  prime  habitat  runs  from 
the  Chesapeake  Bay  to  the  mouth  of  the  St. 
Lawrence.  A  strong  fighter,  the  striper  rou- 
tinely grows  to  more  than  50  pounds,  takes 
artificial  and  natural  baits  voraciously  and, 
not  least,  tastes  wonderful  when  poached 
and  served  with  a  bechamel  sauce. 

Unfortunately,  by  the  early  1980s,  stripers 
were  chiefly  a  memory.  Overfishing  and 
bad  management  had  reduced  populations 
to  crisis  levels,  and  coastal  states  drastically 
restricted  fishing  in  an  ef- 
fort to  bring  the  species 
back.  By  1992,  evi-  a 
dence  of  the  program's  J§ 


success — stripers  of  30  inches  and 
up — was  abundant.  Five  years 
later,  striper  populations 
are  near  all-time  highs. 
Next  year,  the  restrictions  on 
commercial  fishermen  will  be  eased, 
so  future  anglers  could  be  talking  ?.bout  ^Jr 
the  mid-'90s  as  "the  good  old  days." 

As  the  fish  have  come  back,  so  have  the 
guides  and  outfitters.  Fly  fishing  is  now 
the  technique  of  choice.  The  best,  most 
satisfying  way,  is  to  cast  into  the  surf  at 
night,  especially  in  the  early  fall  when  the 
water  is  calm  and  a  fat  moon  is  glistening 
on  the  surface.  When  you  rest  your  arm 
between  casts,  you  can  hear  them  feeding, 
listen  to  the  beat  of  the  waves,  and  feel 
gratitude  for  one  of  the  most  successful 
wildlife  recovery  programs  ever. 


Peckin'  Wood 

A  lot  of  people  think  modern  sculpture  to 
be  cold,  obscure,  imposing  or  all  three,  but  it 
doesn't  have  to  be.  Artist  Robert  Long  hurst 
takes  hardwood  boards,  carefully  carves  and 
polishes  them,  and  miraculously  transforms  them 
into  something  fluid  and  warm,  creating;  sculpture 
that  looks  surprisingly  organic.  His  forms,  while  ab- 
stract, suggest  the  fantastic  geometry  of  cells 
and  microscopic  organisms — reminding  us  that 
the  wood  was  once  a  living  thing,  after  all. 
"It's  sort  of  a  language,  where  one  word  sug- 
gests two  others,  which  spawn  four  more 
that  generate  eight,"  says  Longhurst,  who 
has  a  degree  in  architecture,  but  whose  child- 
hood memories  of  his  dad  carving  miniature 
wooden  figures  proved  stonger  than  the  desire  to  prac- 
tice. Twenty  years  later,  he  still  thinks  he  made  the  right 
choice,  and  the  dozens  of  private  and  corporate  collec- 
tors who  have  bought  his  work  seem  to  back  him  up. 
Longhurst  Studio,  Potterbrook  Farm,  407  Potterbrook 
Rd.,  Chestertown,  NY  1281 7;  phone/fax  518-494-3583. 
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How  The  Other  .0004%  Live 


The  $110  million  Alaska  Native 
Medical  Center  opened  recently 
in  Anchorage,  serving  Eskimos, 
Aleuts  and  Indian  tribes  across  America's 
last  frontier.  Back  when  the  hospital  was 
only  a  model,  Richard  Dallam,  lead  archi- 
tect with  NBBJ  of  Seattle,  spent  six  weeks 


touring  villages  to  better  understand  the 
patrons'  way  ot  life.  Among  his  findings: 
•  Native  Alaskans  live  in  elder-based  soci- 
eties, as  Dallam  learned  the  hard  way.  His 
first  presentation  became  an  "unmitigated 
disaster"  when  he  approached  native  lead- 
ers directly  as  a  group.  At  a  follow-up 


meeting,  he  sat  on  the  floor,  avoided  eye 
contact,  and  spoke  to  each  elder  individu- 
ally. "That  really  opened  things  up." 

•  "Luck"  is  an  important  concept  to  Ala- 
skan Indians,  who  believe  you  accrue  it  or 
lose  it  depending  on  how  you  treat  the 
world.  At  an  Athabaskan  village,  Dallam 

was  asked,  "So — are  you  lucky?" 
When  he  told  them  he  was,  they 
smiled.  "I'd  passed  the  first  test." 

•  An  orthopedist  told  Dallam  that 
Eskimos  suffer  the  worst  injuries 
he'd  seen.  "If  an  Eskimo  breaks  a  leg, 
he'll  wear  the  bone  down  smooth 
trying  to  walk  back  to  the  village.  If 
he  doesn't  make  it  back,  he  dies." 

•  Dallam  observed  a  "wonderful 
symbiotic  relationship"  between  na- 
tive husbands  and  wives.  "Women 
make  the  clothes  and  men  hunt.  If  a 
husband  falls  through  the  ice  and  his 
clothing  isn't  water-tight,  he'll  die.  If 

that  happens,  she  won't  have  any  food." 

•  "Aleuts  have  the  coolest  clothing  on  the 
face  of  the  earth."  Wooden  hats  sport  16- 
inch  bills  to  protect  from  blowing  rain. 
Waterproof  walrus-gut  coats  are  decorated 
with  feathers,  hide  and  fur  along  the  seam 
lines — "the  joint  between  life  and  death." 


ROLL,  ROLL,  ROLL  YOUR  OWN 

Fly  fishing-reel  manufacturer  Steve  Abel  was  tired  of  chucking  unsmokeable  cigars  out 
his  car  window.  So  on  a  trip  to  Key  West,  he  wandered  into  the  Conch  Republic  Cigar 
Factory  and  bought  an  old  wooden  cigar  mold  and  a  pound  of  tobacco. 

Back  home  in  California,  Abel  started  rolling.  It  took  a  minute  or  two  per  cigar,  and 
he  found  he  could  vary  the  blend  to  suit  his  taste  and  adjust  the  draw  by  packing  looser 
or  tighter.  He  designed  tools  and  an  aluminum  cigar  mold,  lined  up  tobacco  suppli- 
ers, and  added  a  cigar  kit  factory  to  his  machine  shop.  Now  he's  cranking  out  table - 
top  cigar-rolling  kits,  each  with  enough  tobacco  for  100  cigars.  He's  sold  90  kits  so  far. 
"The  first  couple  I  rolled  were  bumpy,  lumpy,"  says  Robert  Bushman,  a  recycling 

executive  in  Oxnard,  California.  "But 
after  a  few,  they  started  looking  pretty 
good."  He  sprays  them  with  cognac 
for  that  just-dipped  flavor.  "They 
taste  like  $16  premium  cigars."  The 
Abel  Personal  Cigar  Rolling  System 
includes  cigar  mold,  cutting  table, 
knife,  punch,  glue,  two  lbs.  of  tobac- 
co and  video;  $495;  805-484-8789 


applications 
expected 


Over  the  next  nine 
months,  some  two  mil- 
lion high  school  seniors 
will  apply  to  college 
in  an  attempt  to  avoid 
the  real  world  for  an- 
other four  years.  So  we 
wonder:  how  can  your 
kid  stand  out? 

"All  the  tricks  have 
been  tried  before,"  cau-H 
tions  Ed  Fiske,  author  I 
of  the  Fiske  Guide  To 
Getting  Into  The  Right 
College.  From  flowers 
to  layer  cakes  to  bio- 
graphical videotapes, 
admissions  officers 
are  all  but  immune  to 
applications  gimmicks. 
Even  creative  attempts 
may  be  doomed,  as 
when  one  student  sent 
a  shoe  to  the  University 
Of  Virginia  with  a  note: 
"Now  that  I've  got 
one  foot  in  the  door... 

"That  was  pretty 
good,"  recalls  Fiske, 
"except  he  sent  the 
other  shoe  to  William  & 
Mary,  and  admissions 
is  a  small  world." 

How  to  shine?  Be- 
sides stellar  academic 
credentials,  the  essay 
questions  are  your  kids' 
best  shot.  Tell  them  to 
avoid  "canned  phrases" 
and  anything  trendy. 
"When  the  homeless 
were  getting  attention 
a  few  years  ago,  sud- 
denly every  essay  was 
about  the  homeless," 
says  Fiske.  "Better  to 
show  you've  had  per- 
sonal experiences — 
such  as  working  in  a 
soup  kitchen — and 
that  you've  reflected 
upon  them."  The  Fiske 
Guide,  Times  Books, 
$15;  800-793-2665. 
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fHEEl  DRIVE  CROSS  COUNTRY.  It  is,  no  doubt,  the  last  thing  you  would've  expected  fro 
nly  help  save  your  life,  but  help  save  your  soul  as  well.  But  with  its  rugged  leather  ar 


How  the  Volvo 
All-Wheel-Drive  System 
Functions 


When  driving  normally,  most  of 
the  power  is  distributed  to  the 
front  wheels.  The  brightness  of 
the  red  color  is  an  indication  of 
the  relative  amount  of  torque. 


If  the  front  wheels  start  to  spin, 
power  is  transferred  to  the  rear 
wheels,  thanks  to  the  viscous 
coupling. 


If  one  of  a  pair  of  wheels  starts  to 
spin,  the  viscous  coupling,  in 
combination  with  the  TRACS 
system  on  the  front  axle  and  the 
locking  differential  on  the  rear 
axle,  distributes  more  power  to 
the  wheel  with  the  best  grip. 


When  the  driver  brakes,  the 
freewheel  unit  disengages  the 
drive  to  the  rear  wheels,  for 
greater  braking  stability. 


The  new  Volvo  V70  AWD 
Sportswagons  embody  the  next 
logical  progression  in  our  never- 
ending  quest  to  enhance  the 
safety  and  security  of  our  cars. 

In  this  case,  the  quest 
not  only  takes  the  form  of 
energy-absorbing  structures, 
steel  safety  cages,  and  front 
and  side  impact  air  bags,  but 
an  "intelligent"  all-wheel-drive 
system  that  has  been  specially 
engineered  to  automatically  and 
instantly  adjust  to  whatever  road 
surface  you  encounter. 

It  is  a  system  that  requires 
no  activation  or  intervention  on 
your  part,  and  is  fully  engaged 


at  all  times.  We  believe  that 
the  wealth  of  features  with 
which  the  V70  AWDs  have  been 
equipped -the  robust  viscous 
coupling  unit,  the  state-of-the-art 
TRACS  electronic  traction  control 
system,  the  automatic  locking 
rear  differential  -  elevates  these 
cars  to  a  level  of  performance 
and  all-weather  mobility  that 
is  difficult,  if  not  impossible, 
to  surpass. 

For  the  name  of  a  Volvo 
retailer  near  you  or  for  informa- 
tion about  a  test  drive,  call 
1-800-336-8440.  Visit  our  Web 
site  at  www.volvocars.com. 
Drive  safely. 


99  /olro  Cars  of  North  America,  Inc.  Drive  Safely  is  a  trademark  of  Volvo  Cars  of  North  America,  Inc.  Always  remember  to  wear  your  seat  belt 


VOLVO 


This  paper  is  recyclable  and  is  made  from  a  minimum  of  20%  post-consumer  recycled  paper. 


GENTLEMEN,  GUN 
YOUR  ENGINES 


Given  the  sums  Ferrari 
owners  have  to  shell 
out  for  body  and 
fender  work,  it's  a 
wonder  they  ever  let 
their  cars  out  of 
the  driveway.  Yet  on 
September  27-28, 
around  60  will  head 
to  the  wilds  of 
northwest  Nevada 


with  their  smooth  and 
sultry  Italian  sports 
cars  for  a  most  unusual 
event:  the  26th  an- 
nual Hill  Climb  At 
Virginia  City,  sponsored 
by  the  Pacific  Region 
chapter  of  the  Ferrari 
Club  of  America. 

The  course  covers 
the  truck  and  bus  route 


into  Virginia  City — 
a  paved  road,  natu- 
rally. But  with  27 
unprotected  curves 
and  the  occasional 
wayward  wild  horse, 
it's  anything  but  a 
Sunday  drive.  The 
5.2-mile  route  rises 
1,500  feet,  and  most 
drivers  cover  it  in 
about  4V2  min- 
utes— if  they  don't 
end  up  over  the  side. 
Indeed,  last  year  one 
driver  rolled  his 
Ferrari,  and  rare  is  the 
year  that  someone 
doesn't  take  a  nasty 
spill.  "Fortunately 
Nevada  takes  a  pretty 
enlightened  view  of 
personal  responsibil- 
ity," says  Glenn 
Burkett,  event  coordi- 
nator, who  drives  a 
1967  Ferrari  330  GTS. 
"They'll  close  the  road 
for  us  if  we're  dumb 
enough  to  do  this." 
For  Pacific  Region  Club 
info:  415-508-8086. 


The  Shipping  Mews 

Back  in  the  good  of  days  of  seaworthiness,  sailing  vessels  were  outfit- 
ted with  a  pair  of  short  timbers  on  the  bow  which  held  the  anchors  at 
each  side.  Shipbuilders  would  decorate  the  end  of  each  timber  with  a 
nefarious-looking  "cat's-head" — the  better  to  frighten  enemies — and  an  an- 
chor was  considered  "catted"  when  it  was  brought  up  from  the  sea. 

In  1911,  Admiral  John  Moore  plucked 
the  original  of  this  feline  visage  (c.  1790) 
from  the  port  side  of  the  U.S.S.  Con- 
stitution, just  as  she  was  about  to  be  de- 
molished for  the  umpteenth  time.  It 
hung  in  the  Boston  Museum  Of  Fine 
Arts  for  years,  and  now  graces  the  man- 
tle of  one  of  his  heirs.  Not  a  bad  way  to 
commemorate  "Old  Iron  Sides'"  return 
to  the  seas.  Reproductions  fij"xi2"x4") 
f/fcS^Ji  from  Fo-Castle  Design:  in  six  versions, 


THE  BIG  CHILI 


The  International  Chili  Society 
got  started  30  years  ago  when 
some  friends  challenged  each  oth- 
er to  a  cookoff,  just  for  fun.  Car- 
roll Shelby,  father  of  the  Ford 
Mustang,  was  among  them.  Even- 
tually someone  had  the  bright 
idea  to  sanction  cookoffs  as  fund- 
raising  events,  and  so  far  the  ICS 
has  helped  raise  over  $60  million 
for  charity.  The  annual  World's 
Championship  is  the  big  enchi- 
lada, with  a  $25,000  grand  prize. 

Here's  last 
year's  winner — 
simple,  and 
good.  1997  World's 
Championship, 
Reno  Hilton,  Oct. 
3-5;  714-631-1780. 


rami 


"SOUTHERN 
CHILI  GEORGIA  STYLE" 


from  $90  for  the  original  to  $190  for  14K 
gold  leaf,  phone  and  fax:  520-743-7596. 


Georgia  Weller,  Bloomfield 
Hills,  Michigan 

3  tsp.  Wesson  oil 

4V2  Tbs.  California  chile  powder 
4Tbs.  Gebhardt  (or  retail) 

chili  powder 
'/.Tbs.  New  Mexico  hot 

chile  powder 
Vi  Tbs.  pasilla 
3  lA  Tbs.  cumin 
1  Tbs.  granulated  garlic 

4  tsp.  onion  powder 
Vi  Tbs.  brown  sugar 

1  tsp.  Tabasco 
3  lbs.  chuck  steak, 

cut  in  chunks 
1  can  (15  Vi  oz.)  beef  broth 
1  can  (15  Vz  oz.)  chicken  broth 
1  can  (8  oz.)  Hunt's 

tomato  sauce 
1  can  (small)  green  chiles, 

chopped 

Brown  meat  and  add  to  chili  pot 
along  with  chicken  and  beef  broth, 
tomato  sauce  and  green  chiles.  Add 
V3  of  the  spices.  Cook  for  2  hours. 
Add  remaining  spices.  Cook  addi- 
tional hour  or  until  meat  is  tender. 
Add  salt  to  taste.  • 
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A  Cardmember  Goes  Shopping 


JEER¥  SEINFELD 

{Comedian,  Author,  Cereal  Lover} 


1.  Chair 

2.  Globe 

3.  Rug 

4.  Shoe  Polisher 

5.  Sink 

6.  Goldfish 

7.  Vacuum 


8.  Shoes 

9.  Lamp 

10.  Basketball 

11.  Computer 

12.  Coffee  Table 

13.  Video  Game 

14.  Cleansers 


15.  Television 

16.  Pez  Collection 

17.  Cereal  Bowls 

18.  Cereal 

19.  Fridge 

20.  Satellite  Dish 

21.  Bike  &  Stand 


The  American  Express8  Card  is  welcome  at  all  kinds 
of  places.  Just  ask  Jerry,  who  uses  his  Card 
for  everyday  items,  as  well  as  for  the  things  that 
make  him,  well,  Jerry.  In  fact,  it's  so  widely  accepted, 
Jerry  uses  it  wherever  he  goes.  No  kidding. 

{You  can  find  items  like  Jerry's  at  these  establishments: } 
The  Sports  Authority      Crate  &  Barrel  Furniture 
RadioShack  Rand  McNally  Travel  Store 

Petland  Discount  Hammacher  Schlemmer 

E  W.  Woolworth  Co.  Sears 

{And  if  you're  in  Jerry's  neighborhood,  New  York  City: } 

ABC  Carpet  &  Home       Food  Emporium 
Bicycle  Habitat  Palazzetti 
Desco  Vacuums  The  Lighting  Center,  Ltd. 

Nobody  Beats  The  Wiz 


http://www.americanexpress.com 
AOL  Keyword:  American  Express 
TO  APPLY  CALL  1-800-THE  CARD 


Cards 


Conquering  the  Oceans 

The  legendary  Marine  Chronometer,  with  power  reserve  and 
traditional  oversized  second-hand  display.  The  self-winding 
mechanical  movement  has  passed  all  the  demanding  official 
chronometer  tests. 


Each  case  is  individually  numbered  and  is  water-resistant  to  660  feet. 
For  a  free  catalog  and  the  dealer  nearest  you,  call  800-457-5309 

ULYSSE  J  NARDIN 


since 


lie 


Marine  Chronometer  1846 

Dallas'  Finest    J  e  w  e  l  e  f 

5550A  Preston  Road  ♦  Dallas,  Tx  75205 
2] 4-522-2400 


(MR.  SIS  YPHHS) 


No,  Please,  AjierYou 

"All  I  want  out  of  you  is  a  little  seevility,  and  that  of  the  commonest  goddamnedest  kind. " 

— Zephaniah  W.  Pease,  The  History  Of  New  Bedford  (1918) 
Supposed  to  have  been  said  by  the  mate  of  a  -whaler  to  his  ill-humored  captain 


By  David  Taylor 

In  which  our  man  tries 

an  interesting  experiment: 

determining:  whether 

kindness  is  contagious 

If  pressed,  I  would  call  myself  a  rea- 
sonably  civil  man,  but  there  I  was,  neck 
veins  distended,  eyes  bulging,  anger  heat- 
ing my  blood  to  lava  as  I  shouted  futilely 
through  the  windshield  at  the  oblivious,  car 
phone-talking,  lane-jumping  dimwit  who 
had  just  cut  me  off  in  order  to  gain  a  car 
length's  advantage  in  the  morning  traffic 
crawl.  My  daughter  looked  at  me  with  teen- 
age clarity — I  had  lost  my  mind.  At  that 
moment,  I  had  an  out-of-body  experience 
and  saw  myself  from  a  distance,  and  it  was 
an  ugly  sight.  I  realized  that  my  grip  on 
simple  manners  and  common  "seevility"  was 
weakening.  And  I  realized  that  I  was  not 
alone.  I  was  doing  unto  others  what  they 
were  doing  to  me. 

Somewhere  in  the  jumbled  closet  of  my 
memory,  there  is  a  half-remembered  article 
on  a  psychological  experiment  conducted  at 
Yale  in  the  1960s  by  J.B.  Calhoun.  The  ex- 
perimenters created  a  lab  rat  population  in 
an  environment  with  restrictive  boundaries 
and  allowed  normal  rat  society  to  establish 
itself.  Then  they  began  adding  to  the  pop- 
ulation without  expanding  the  boundaries. 
When  population  density  reached  a  certain 
point,  rat  society  went  to  hell.  The  animals 
stopped  breeding.  Formerly  mild-man- 
nered family  members  turned  on  each  other. 


Rat  considerateness,  rat  manners,  went  out 
the  window,  and  they  weren't  even  using 
cell  phones.  Rats  attacked  each  other  at  the 
slightest  provocation.  They  had  descended 
into  a  societal  phenomenon  the  experi- 
menters called  "the  behavioral  sink." 

According  to  the  U.S.  Census  Bureau, 
the  present  population  of  the  country  is 
some  266  million.  A  hundred  years  ago  it 
was  only  63  milhon. 

I  live  in  Los  Angeles,  a  city  that  has  in- 
creased its  population  from  2.9  million  peo- 
ple to  3.6  million  in  the  last  16  years.  Maybe 
population  density  is  the  root  cause  of  our 
present  slide.  But  I  also  blame  the  car  for 
the  dramatic  rise  in  rudeness. 

Walking  is  nearly  unheard  of  here  unless 
one  is  wearing  sweat  clothes  and  carrying  a 
stopwatch  and  an  air  of  grim  and  healthy 
purpose.  We  drive  everywhere,  often  alone, 
sealed  into  our  cars,  distanced  from  life, 
viewing  it  through  the  windshield  as  if 
watching  a  television  show.  This  isolation 


Another  rush 
hour  on  the  405, 
where  boorishness 
breeds  brutality. 
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has  eroded  our  consideration  for  oth- 
ers, and  our  facility  for  calm  interaction 
is  degrading  toward  nil.We  are  becom- 
ing so  self-centered,  we  are  in  danger  of 
spiraling  back  into  our  own  navels. 

People  park,  to  block  one  lane  of  a 
two-lane  street  while  they  dash  in 
to  pick  up  their  dry  cleaning — "I'll 
only  be  a  second" — unconcerned  for 
the  ten  people  stacked  up  behind.  I 
have  seen  spandex-clad  women, 
glowing  from  an  hour  of  aerobics 
with  their  personal  trainers,  park  in 


the  handicap  spots  at  grocery  stores 
to  save  steps  while  they  run  in  to  buy 
arugula  and  Swedish  water,  their 
four-wheel-drive  vehicles  legitim- 
ized by  disability  placards  bought 
from  their  plastic  surgeons. 

"Please"  and  "thank  you"  are  grudg- 
ingly delivered,  and  "excuse  me"  is 
a  phrase  heard  no  more  often  than 
Urdu.  The  customer  is  almost  always 
wrong.  If,  as  they  say,  the  future  of 
America  is  bred  here,  better  buckle 
up,  we're  in  for  a  bumpy  ride. 

I  wanted  to  do  my  bit  to  break  the 
cycle,  to  push  back  against  this  tide, 
but  how  could  one  person  have  an  ef- 
fect? I  don't  own  a  gun,  and,  though 
I  have  lived  here  20  years,  gunfire  still 
seems  an  extreme  reaction  to  rude- 
ness. Swearing  is  petty  and  can  get 
your  nose  broken.  Irony  was  out;  it  is 
not  understood. 

The  only  option  appeared  to  be 
Gandhian  resistance,  satyagraha,  the 
technique  for  redressing  wrongs  by 
inviting,  rather  than  inflicting,  suf- 
fering; for  resisting  an  adversary  with- 
out rancor  and  fighting  him  without 
violence.  I  would  meet  rudeness  with 
politeness,  inconsiderateness  with 
considerateness,  anger  with  a  smile. 
I  would  change  the  world  one  person 
at  a  time.  Eventually  someone  would 
step  back  and  hold  a  door.  Someone 

mid  offer  a  seat,  allow  another's  car 


to  make  a  turn.  Someone  would  de- 
fer his  need  for  someone  else's.  We 
would  enter  a  new  golden  age.  Once 
again  L.A.  would  lead,  this  time  to- 
ward paradise! 

Crusades  can  be  dangerous.  I  dis- 
covered that  the  results  of  civility  were 
not  always  what  I  anticipated.  Once 
I  found  myself  in  a  race  toward  a 
restaurant  door  with  a  white-haired 
man  15  years  my  senior.  I  was  hoping 
to  hold  it  open  for  him.  He  mistook 
my  intent  for  competition  and  accel- 


erated to  be  the  first  one  through.  I 
put  on  a  burst  of  speed  and  managed 
to  edge  him  out.  I  held  the  door. 
"Please,  after  you."  He  looked  at  me 
with  profound  suspicion.  "Right,"  he 
snorted,  and  disappeared  inside. 

I  found  that  if  I  held  the  door  for 
a  woman  carrying  a  baby,  six  people 
stampeded  in  after  her.  Slow  down  at 
an  intersection  to  let  another  car  clear, 
and  the  person  behind  leans  on  the 
horn.  Stand  when  someone  enters  the 
room,  and  your  seat  is  gone  when  you 
turn  around.  Offer  a  hand,  lose  an  arm. 

My  smile  became  a  rictus.  My 
"excuse  me's"  and  "after  you's"  came 
through  clenched  teeth.  I  fought  to 
suppress  the  urge  to  smack  the  unen- 
lightened. How  did  Gandhi  do  it  year 
after  year?  Didn't  he  ever  want  to  pick 
up  that  spinning  wheel  and  just  beat  the 
marmalade  out  of  those  arrogant,  beef- 
eating,  stiff-upper-lip,  lime-sucking. . .. 

The  trick  was  to  keep  the  goal  in 
sight  and  a  shoulder  to  the  wheel.  I 
would  chant  the  mantras — "please," 
"thank  you,"  "no,  no,  after  you." 

Then  one  day,  I  returned  a  drop- 
ped wallet  in  the  public  library.  The 
owner  gave  me  a  grudging  "thanks," 
and  waited  politely  until  he  thought  I 
wasn't  looking  to  check  that  I  hadn't 
stolen  the  money.  A  woman  walled 
off  by  bumper- to-bumper  traffic  at  a 
gas  station  exit  smiled  and  waved 


when  I  slowed  to  let  her  out.  A  couj 
pie  of  blocks  later,  I  saw  her  offer  thi 
same  favor  to  another  car.  A  young 
man  held  the  door  for  me  as  I  stag4 
gered  out  of  Sears  carrying  a  case  oj 
motor  oil  and  waved  away  my  astom 
ished  thanks.  I  redoubled  my  efforts] 

Soon  I  was  deferring  to  everyone 
about  everything,  a  situation  thai 
caused  confusion  in  my  house,  where 
I  am  known  to  have  firm  opinions  on 
all  matters,  including  those  that  are 
none  of  my  business.  What  did  1 
want  for  dinner?  Anything  was  fine! 
with  me.  What  movie  did  I  want  to 
see?  Whatever  anybody  else  wanted. 
May  I  use  the  car?  Of  course.  Take  it. 

Weeks  went  by.  I  held  doors  till 
my  arm  grew  tired.  To  avoid  offend-1 
ing,  I  took  no  stances,  offered  no 
judgments.  My  friends  found  me  in- 
creasingly dull.  Family  meals  werei 
silent.  No  one  wanted  to  risk  another! 
welter  of  my  sweet  agreeableness. 
Politeness  had  become  tyranny. 

My  wife  and  I  were  on  our  way  to 
a  meeting  that  was  important  to  her. 
We  were  already  late.  I  held  the  door; 
as  we  entered  the  building;  she  wentt 
ahead.  I  was  still  there  holding  it  for1 
others  when  she  came  back  to  findl 
me.  She  nailed  me  with  a  look  that  I 
have  seen  before. 

She  was  silent  on  the  way  home, 
one  of  those  brooding  silences  that 
men  know  will  cost  them.  It  dis- 
tracted me,  and  when  the  car  in  the 
next  lane  cut  me  off,  it  caught  me  by 
surprise.  Without  thinking,  I  leaned 
on  the  horn  and  shouted  futilely  be- 
hind the  windshield.  My  wife  raised 
an  ironic  eyebrow  and  smiled.  I  had 
an  urge  to  apologize,  but  I  stifled  it, 
and  at  that  moment,  a  great  weight 
was  lifted  from  me. 

I  still  defer  when  common  sense 
dictates.  I  aim  to  be  polite  in  the 
common  understanding  of  the  word. 
But  if  that  white-haired  gentleman 
barges  through  as  I  hold  open  a 
restaurant  door,  I  am  going  to  hip- 
check  him  into  the  salad  bar.  • 


David  Ta  y  lor  is  a  screenwriter  and 
producer  who  lives  in  Los  Angeles. 


I  would  meet  rudeness  with  politeness,  inconsider- 
ateness with  considerateness,  anger  with  a  smile.  I  would 
change  the  world  one  person  at  a  time. 


FY  I 


once  is  enough 


jQungsfill  with  air  made  fresh  that  day.  ^our 
pulse  slows,  in  time  lo  softly  undulating  waves, 
ffour  eyes  open  lo  morning  glories.  Sfis  you 
listen  to  the  song  of  a  kiskadee  miles  away, 
forget  bow  old  you  are  and  remember  bow 
young  you  are.  Call  your  travel  agent  or 
1-600 -Bermuda,  ^lake  yourself  happy. 


$610 


round  trip 


4-day/3-night  air-inclusive  package. 
Call  your  travel  agent  or  1-800-BERMUDA  today. 


l  t  B   M   0   B  k 


Let  yourself  GJT- 


Flight  m  ma.  m  lead  pnce  based  an  He.  U  deponure  Prim  ore  nttnin  rale,  pet  per-,  ,  „  *pril !  1997  through  tobei  1 1997.  ond  m  subject  lo  change  peal/holido,  surcharges  orailobility  concellouon  charges,  ond  restncnons  lot  included  ore  hoiel  tax  gratuities  setvice  charges  and  resort 

levies  lb  not  included  o>e  applicable  deporiure  lo.es.  customs  ond  irMigiotron  'ees  o  stages  available  fioa  ttsjoi  oirlmes/.holesolers  serving  Bermuda  Package  puces,  terns,  ond  conditions  tar,  by  wholesaler  lot  responsible  loi  errors  or  omissions  .ithin  the  contem  ol  this  I 
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Czech  Please 


By  Joseph  Heller 


Of  dumplings,  potatoes, 
pork  cutlets,  venison, 
cabbage,  klobasa,  and  the 
best  beer  in  the  world... 


In  Prague,  unless  you  get  lucky,  your 
most  memorable  meal  might  turn  out  to  be 
the  one  you'd  soonest  like  to  forget.  The  beer, 
though,  is  superb — I've  heard  even  Germans 
in  Munich  tell  me  that  Czech  beer  from 
Pilsner  is  as  good  as  beer  can  ever  hope  to 
become.  The  zesty  Czech  rye  bread  blends 
perfectly  with  the  beer,  and  one  can  survive 
happily  for  a  week  in  Prague  without  tasting 
whiskey  or  wine,  and  I  (nearly)  did. 

Mr.  Michael  Zantovsky,  formerly  the  Czech 
ambassador  to  Washington,  currently  a  pro- 
minent figure  in  the  Czech  Senate,  and  the 
person  instrumental  in  generating  my  invita- 
tion to  attend  the  Prague  book  fair,  was  ap- 
palled to  hear  me  praising  the  beer  at  whatever 
streetside  restaurant  I'd  been  having  my  heavy 
lunches  and  dinners  of  chicken  or  pork  with 
potatoes,  cabbage  and  bread  dumplings.  (For 
a  change  to  lighter  fare,  I  might  select  grilled 
homemade  sausage,  klobasa,  as  the  daintiest 
alternative  on  the  menu.)  He  insisted  on  tak- 
ing us,  my  wife  and  me,  the  very  next  night 
to  a  pub  he  knew  that  served,  he  said — and 
the  population  seemed  to  agree — the  very  best 
beer  in  the  city,  which  implied,  of  course,  the 
best  beer  in  the  world:  the  storage  was  right, 
the  metal  pipes  from  the  keg  to  the  glass  were 
of  exactly  the  right  alloy  and  temperature,  the 
barman  was  infallibly  adept  at  producing  ex- 
actly the  right  density  in  the  bubbling  head  of 
foam.  Food?  Of  course  there  would  be  food, 
Michael  assured  me  hastily,  waving  away  my 
concerns  as  though  they  were  trivial,  although 


he'd  never  eaten  any  there.  He  would  find  out 
what  was  good  from  the  women  in  his  office. 

The  place  is  known  in  English  as  the 
Golden  Tiger,  and  there  is  no  point  in  my 
supplying  the  address,  because  you'll  never 
go  there  (H us  ova  Prague  i;  420-2-2422- 
9020).  Nobody  goes  there.  In  the  memorable 
epigram  of  Yogi  Berra's,  that  place  is  so 
crowded,  nobody  goes  there  anymore.  We, 
though,  were  honored  with  a  reservation. 


"One  can  survive  happily 
for  a  week  in  Prague 
without  tasting  whiskey 
or  wine,  "notes  the  author, 
seen  here  putting  his 
observation  to  the  test. 
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After  a  long  day  at  the  office, 
d  Duval  relaxes  with  a  Macanudo 


Four  burly  men  comfortably  seated 
at  the  table  allocated  to  the  senator  rose 
immediately  and  drifted  away  without 
complaint  when  they  saw  us  approach, 
affable  and  obliging,  without  seeming 
obsequious.  The  place  was  packed.  The 
noise  inside  was  a  deafening  uproar  to 
which  we  quickly  adjusted  with  raised 
voices  of  our  own. 

No  sooner  were  we  seated  than  a 
huge  glass  schooner  of  beer  was  set 
down  before  each  of  the  two  women 
and  four  men  in  our  party.  And  no 
sooner  was  the  wonderful  stuff  in 
each  one  nearly  drained  than,  without 
prompting  or  request,  it  was  whisked 
away  with  alacrity  by  the  hurrying  wait- 
er and  a  new  foaming  full  one  set  down 
in  its  place  for  uninterrupted  consump- 
tion. I  was  seated  facing  the  bar.  The 
woman  on  my  left,  my  wife,  Valerie, 
who  formerly  had  worked  in  a  hospital 
as  a  nurse,  remarked  with  dismay  that 


.  After  the  second  or  third  gallon  of 
beer,  I  reminded  Michael  that  at  least 
two  of  us  had  come  there  to  eat,  too. 
Of  course,  he  responded,  and  particu- 
larly recommended  a  pork  cutlet  with 


slices  of  simple  rare  roast  beef  Mi- 
chael's wife  had  chosen  and  also  at  the 
glistening  plate  of  ham  and  eggs  in 
front  of  a  Czech  university  professor 
who  had  translated  my  novels. 


/  don't  know  that  President  Clinton  ever  said 
anything  public  about  his  visit  to  the  Golden  Tiger,  and 
I  would  not  believe  what  he  said  if  he  did. 


mashed  potatoes,  number  two  on  a 
menu  listing  ten  choices  on  one  side 
and  another  12  on  the  other,  in  Czech, 
English,  German  and  French.  Sounds 
good?  As  usual  when  eating  in  foreign 
climes,  I  ordered  what  my  host  did. 
This  time  it  proved  a  mistake.  The  pork 
cutlet,  when  it  came  (it  is  accurately  de- 
scribed on  the  menu,  I  saw  when  I 
looked  afterward,  as  an  entrecote  or 
pork  inside  a  potato  pancake),  had  been 


With  Czech  President  Vaclav  Havel  looking  on  diplomatically,  Bill  Clinton  attempts  to 
blend  in  with  the  common  folk  at  the  Golden  Tiger  in  Prague. 

the  removed  glasses,  rather  than  un-     encased  inside  a  rather  thick  glove  of 

mashed  potatoes  before  being  breaded 
heavily  and  deep  fried.  And  the  sliced 
muscle  of  meat  when  I  had  scooped  all 
the  rest  aside  to  get  to  it  was  without 
much  flavor  ;  not  exactly  tender. 
I  gazed  w       nournful  envy  at  the 


dergoing  anything  in  the  way  of  a  ster 
ilizing  cleansing,  were  merely  rinsed 
swiftly  under  tap  water  before  being  set 
up  into  use  for  the  next  patron.  Her 
words  of  hygienic  disapproval  aroused 
no  consternation  in  the  rest  of  us. 


Back  at  the  hotel,  I  charged  hungrily 
into  the  still-open  dining  room  and 
ordered  from  the  menu  the  most  in- 
nocent thing  I  could  find:  a  farmer's 
omelette,  defined  by  the  blonde  wait- 
ress as  an  open  omelette  with  seasonal 
local  vegetables.  It  arrived,  my  farmer's 
omelette,  with  a  kilo  or  two  of  boiled 
potatoes  already  embedded  in  the  pan- 
cake of  eggs.  When  I  had  cleared  al- 
most all  of  this  seasonal  local  vegetable 
1MB  away,  what  remained  was  de- 
licious.  The  bread,  of  course, 
was  heavenly. 

A  day  later,  my  host  of 
that  evening  looked  startled 
when  I  mentioned  that  the 
pork  cutlet  at  the  Golden 
Tiger  was  perhaps  not  the 
most  savory  meal  a  human 
might  consume.  "Why  didn't 
you  tell  me?"  he  exclaimed 
with  fright.  By  the  time  I  had 
leaned  forward  to  do  just  that, 
I  explained,  he  had  already 
cleaned  his  plate. 

But  the  moral  of  the  anec- 
dote, which  I  had  missed,  was 
that  he  liked  it,  as  did  others, 
or  it  would  not  have  been 
number  two  on  the  menu, 
and  that  I  might  relish  it  too 
the  next  time  around. 

The  Czech  people  I  met 
esteem  their  writers  (the  play- 
wright Vaclav  Havel  has  been 
their  elected  president  since  their  "Vel- 
vet Revolution"  liberated  them  from 
Communism),  and  the  Golden  Tiger 
had  already  won  renown  as  the  favorite 
haunt  of  the  author  Bohumil  Hrabal 
(published  in  the  U.  S.  by  Harcourt 
Brace),  who  spent  many  of  his  last  days 
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In  times  that  are  changing  ever  faster, 
we  need  things  which  preserve  the  moment. 

Meisterstiick  Reserve  de  Marche. 
From  the  Meisterstiick  Watch  Collection. 


THE  ART  OF  WRITING  YOUR  LIFE 
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inside,  drinking  beer  while  composing, 
I'm  told,  his  charming  stories  about  the 
large  number  of  cats  he  kept  as  pets. 
(He  fell  to  his  death  from  a  hospital 
window  while  feeding  some  pigeons.) 
More  recently,  President  Clinton  was 
entertained  there  by  President  Havel. 
The  rooms  at  the  Golden  Tiger  are  not 
large,  and  the  number  of  security  men 


displacing  the  regulars  must  certainly 
have  diminished  by  much  the  level  of 
rowdv  good  feeling  that  is  normal.  I 
don't  know  that  Clinton  ever  said  any- 
thing public  about  his  visit  to  the  Gold- 
en Tiger,  and  I  would  not  believe  what 
he  said  if  he  did.  And  now  I  have  been 
there  too. 

Prague  in  May  was  a  beautiful,  clean, 
prosperous  city  that  still  exhibited  much 
of  the  carefree  gaiety  one  used  to  expect 


to  find  in  Paris  and  now  so  rarely  does. 
There  is  theater  everywhere  in  a  fan- 
tastic range  of  presentations  (for  ex- 
ample—  a  marionette  Don  Giovanni 
has  been  running  there  for  years), 
and  music,  too — classical  and  jazz,  in- 
doors and  outdoors,  in  the  Old  Town 
Square  and  at  the  Charles  Bridge.  The 
people  are  highly  educated  and  sophis- 


ticated, and  they  exercise  a  discerning 
sense  of  values.  On  a  day  I  was  there, 
the  actor  Sylvester  Stallone  flew  in  to 
publicize  the  opening  of  yet  another 
Planet  Hollvwood.  I  was  on  the  front 
page  of  many  of  the  city's  newspapers. 
He  was  not. 

"A  Planet  Hollywood?"  remarked  a 
cultivated  Czech  woman  who  had  not 
heard  of  it  before.  "What  is  it  for?" 

I  still  don't  know. 


On  the  morning  of  our  last 
day,  we  did  get  lucky  with 
food.  A  journalist  recom- 
mended we  lunch  at  the 
Kampa  Park  Restaurant  (Na  Kampe 
#8B,  Prague  i;  420-2-5731-3493),  on  an 
elevated  outdoor  terrace  across  the 
river  above  the  Charles  Bridge,  which 
is  itself  a  sight  of  continuous,  diverse 
recreations.  There  I  enjoyed  a  fillet  of 
grilled  salmon  atop  a  tangy  potato  pan- 
cake of  normal  dimension  and  a  view  of 
the  river  that  divides  the  city  and  of  the 
gilded  domes  of  a  central  European  ar- 
chitecture that  differs  from  the  Gothic 
and  baroque  with  which  we  are  famil- 
iar. And  that  night,  an  American  work- 
ing in  Prague  guided  us  down  a  small, 
quiet  sidestreet  into  an  elegant  restau- 
rant in  which  everything  was  faultless. 
You  won't  go  to  that  one  either,  be- 
cause you  can't  pronounce  the  name 
( Vinarna  VZatisi  at  Liliova  i/Betlemske 
namesti;  420-2-2422-8977),  but  the  med- 
allions of  venison  with  cherry  sauce 
were,  I  am  happy  to  say,  as  satisfying  a 
meat  dish  as  I  have  ever  wolfed  down.  • 


KA  Planet  Hollywood?"  remarked  a  cultivated 
Czech  woman  who  had  not  heard  of  it  before.  "What  is 
it  for?"  I  still  don't  know. 


And  The  Hotel  Is  Equally  Stunning. 


Imagine  the  hotel  that  echoes  its  golfing  environ- 
ment. Elegant  accommodations.  Sumptuous  cuisine. 
Gracious  Hawaiian  attitudes.  Two  white  sand 
beaches.  Tennis  Garden.  Fitness  Center.  Both  North 
and  South  Courses  are  renowned  for  providin; 
continuous  challenge  while  blending  harmoniously 


with  nature.  And  we're  the  home  of  the  Senior  Skins 
Game.  It  s  all  here  at  Mauna  Lani  on  the  Big  Island's 
sunn\  Kohala  Coast.  Call  your  travel  agent  or 
1-800-327-8585  or  1-800-367-2323  for  hotel 
informati  m.  Ask  us  about  the  Ultimate,  Unlimited 
Golf  Pads  e  for  Fall. 


THE  MAUNA  LAM  BAY 

Hotel  atid  Bungalows 


http://www.maun3'ini.com  •  •  68-1400  MaL-    Lani  Drive,  Kohala  Coast,  Island  of  Hawaii  96743-9796 
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Azure  Service 


By  Parnelli  Jones 


When  this  column  debuted  six  years 
ago,  we  started  calling  it  "Bankers'  Hot 
Rods."  Since  then  I've  reviewed  some 
pretty  pricey  wheels:  Jaguars,  BMWs, 
Corvettes,  Mustangs.  But  what  I  discovered 
recently,  after  driving  the  new  Bentley 
Azure,  is  that  not  all  bankers  are  created 
equal — nor  are  their  hot  rods.  If  you  own 
the  bank,  it's  more  likely  you're  going  to 
be  able  to  afford  the  Azure.  It  retails  for 
$329,400.  (Yes,  you  read  that  right.) 

Everybody  has  his  own  idea  about  what's 
expensive,  and  what  constitutes  value  for 
money.  So  it  would  be  hard  for  me  to  tell 
you  that  the  Bentley  is  worth  every  penny. 
All  I  can  say  is  that,  price  aside,  this  is  one 
nice  car  you'll  never  get  tired  of  driving. 

Of  course,  Rolls-Royce  &  Bentley  Mot- 
or Cars,  Ltd.,  has  always  been  known  for 
luxury  vehicles,  and  the  image  that  comes 
to  mind  is  of  chauffeur-driven  mammoths 
with  passengers  in  back  swapping  jars  of 
Grey  Poupon  mustard.  The  Azure  is  dif- 
ferent, though.  With  two  doors,  a  smaller 
backseat  area  and  a  powerful  engine,  it  re- 
minds me  more  of  the  great  old  roadsters 
of  the  '20s  and  '30s.  In  other  words,  for- 
get the  chauffeur.  The  Azure  is  a  luxury 
driver's  car. 

You  know  it  the  moment  you  step  on 
the  gas.  Though  the  car  feels  heavy — it 
weighs  a  little  under  three  tons — there's  a 
6.75-liter  turbocharged  V-8  under  the  "bon- 
net" that  really  makes  the  thing  take  off. 
It'll  make  zero  to  60  in  an  impressive  6.3 
seconds.  That's  faster  than  the  new  Jaguar 
XK8,  and  only  two-tenths  of  a  second 
slower  than  the  Porsche  Boxster.  The  17- 
inch  aluminum  alloy  wheels  and  high-per- 
formance tires  give  it  pretty  good  handling 
as  well.  (For  some  reason,  Bentley  has  in- 
stalled an  electronic  governor  that  limits 
the  car's  top  speed  to  150  mph;  must  have 


something  to  do  with  English  decorum.) 

What  really  sells  drivers  on  the  Bentley, 
of  course,  is  comfort  and  style.  The  com- 
pany has  sold  81  of  them  in  the  U.S.  (233 
worldwide)  since  the  Azure  hit  the  market 
in  '96,  mostly  in  places  where  they're  used 
to  seeing  high-end  items:  Beverly  Hills, 
South  Florida  and  the  Hamptons.  One  of 
the  world's  wealthiest  women,  Oprah  Win- 
frey, has  one. 

Even  where  I  live,  in  Southern  Californ- 
ia, the  Azure  sure  attracts  a  lot  of  attention. 
Recently,  when  I  drove  the  Bentley  to  a 
lunch  meeting,  I  handed  the  car  over  to  the 


If  you  don't 
mind  the 
price,  you'll 
love  the 
Bentley's  ride 


parking  attendant  while  a  crowd  gathered 
around.  I  don't  think  anybody  mistook  me 
for  Oprah,  although  the  attendant  did  seem 
to  be  expecting  a  bigger  tip.  So  it  must  have 
been  the  Bentiey  they  wanted  to  get  a  look  at. 

The  car  I  was  driving  was  a  beautiful 
British  racing  green  with  a  sand-colored  in- 
terior. I  happened  to  have  the  top  down, 
which  is  one  of  the  Azure's  most  impressive 
features:  one  button  starts  a  whole  series  of 
openings,  closings  and  foldings  until  the  top 
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Asch/Grossbardt 

Fine  Inlaid  Gold  Jewelry 


olovjjul 
filter  natives 


completely  vanishes  under  a  rear  lid, 
preserving  the  car's  classic  lines. 
When  you're  driving  around  with  the 
top  up,  you'd  never  even  know  you 
were  in  a  convertible.  A  thick  head- 
liner,  along  with  the  two-inch-thick 
carpeting,  makes  it  just  about  the  qui- 
etest car  I've  ever  driven. 

I  liked  the  setup  of  my  sleek,  green 
loaner,  but  there's  no  limit  to  what 
the  company  will  do  to  "personalize" 
your  Azure  beyond  all  the  TVs, 
VCRs,  fax  machines,  humidors  and 
minibars  you'd  expect.  They're  so 
eager  to  please,  in  fact,  that  they  often 
fly  customers  to  the  factory  in  Eng- 
land to  pick  out  color  combinations. 
Is  there  some  swatch  of  fabric  you 
like,  or  a  certain  nail  polish?  Bentley 
will  be  happy  to  match  the  color. 
They'll  also  make  certain  exterior 
alterations,  like  changing  the  front 
grill  and  flaring  out  the  wheel  wells 
to  give  the  car  a  racier  look.  (One  cus- 
tomer alone  spent  $900,000  cus- 


tomizing his  $330,000  car.) 

My  complaints  about  the  Azure 
are  pretty  small:  the  trunk  space  is 
tiny  for  such  a  big  vehicle  (due  to  the 
convertible  storage  system),  and  Bent- 
ley  should  get  rid  of  the  tacky-look- 
ing side  directional  indicators.  Also, 
visibility  could  be  better  with  the  topi 
up,  particularly  in  the  blind-spot  area 
at  the  right  rear. 

Other  than  that,  all  I  have  to  say 
is:  I'll  take  it,  and  the  green  one  will 
do  fine.  There's  just  one  change  I'd 
like  to  make  on  my  Azure.  Bentley 
has  recently  been  offering  certain 
"security"  options  as  part  of  its  per- 
sonalizing services.  These  are  espe- 
cially popular  with  some  Middle 
Eastern  customers,  and  include  such 
007  devices  as  smoke  screens  and  oil 
slicks,  to  throw  off  pursuers.  I  may 
never  need  them,  but  you  never  know 
in  L.A.  They  could  come  in  handy, 
just  in  case  some  fans  do  mistake  my 
Bentley  for  Oprah's.  • 


For  a  fine  Jeweler  near  you, 
please  call  1-800-216-2481 


Das  Hog 


Why  would  BMW,  long-  the  pre- 
eminent builder  of  classic  tour- 
ing; motorcycles,  suddenly 
veer  into  the  "chopper"  market? 
Answer:  last  year,  three  out  of 
ten-new  motorcycles  sold  world- 
wide were  cruisers.  Enter  the 
BMW  R  1200  C  Boxer,  a  bike  de- 
signed uV'pas.y  Rider  tradition: 
high  iorks„Jbw  saddle,  lots  of 


attitude.  It  comes  with  a  quick 
1 .2-liter,  90-bhp  engine  and  a  5- 
speed  gearbox.  Options  include 
some  that  Captain  America 
had,  like  leather  saddle  bags  (far 
out),  and  some  he  never  lived 
to  see:  heated  handles.  The  Box- 
er lists  for  roughly  $13,000. 
(Hmm... might  need  to  make  a 
little  run  down  to  Mexico  first.) 


E  mail:  aschgross@aol.com 


ALFRED  DUNHILL 
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(grape  juice) 


Robert  Parker y  Winosaur 


By  Tony  Hendra 


Can  his  Eno-Omniscience 
actually  do  what  he  says  he 
does?  And,  by  extension, 
should  we  take  him  as  seri- 
ously as  he  takes  himself? 

"If  you  are  last,  you  are  lucky"  says 
M.  Laurent  Ponsot  of  Morey  Saint-Denis 
in  Burgundy,  one  of  the  finest  and  most  de- 
pendable producers  on  the  Cotes  de  Nuits, 
"because  [Parker]  knows  he  cannot  taste 
very  well  by  then."  M.  Ponsot  believes  this 
is  when  you  get  a  good  Parker  score.  Which 
his  superb  Clos  de  La  Roche  Vieilles 
Vignes  regularly  does  (1990:  96;  1991:  95). 

Robert  Parker,  the  Carnac  of  the  Cask, 
the  Mouth  That  Roars,  The  Wrath  of 
Grapes,  turned  50  this  year.  He  is  still  the 
single  most  powerful  wine  critic  in  the 
world.  After  20  years  of  assaults  on  his 
palate,  prose  and  propriety,  Parker  sails  on 
in  his  stolid,  joyless  way  across  the  wide 
ocean  of  wine,  constantly  adding  to  the 
scope  and  stretch  of  his  influence.  His  hull 
has  taken  a  few  dings,  but  he  still  holds 
immense  sway  over  a  business  that  leaves 
American  pockets  $13  billion  lighter  each 
year.  He  may  not  be  a  household  word,  but 
as  Bill  Blatch,  an  influential  Bordeaux  ne- 
gociant  puts  it,  "Parker  is  the  single  most 
influential  force  in  the  wine  world."  His 
influence  is  especially  strong  at  the  whole- 
sale level — on  importers  and  distribu- 
tors— and  at  the  top  end  of  the  market, 
which  in  many  ways  pulls  the  rest  of  the 
train.  It's  been  calculated  that  a  Parker 
score  in  the  90  to  95  range  can  increase 
the  average  (pre-Parker)  price  of  wine  at 


auction  by  a  huge  33%;  a  score  between  95 
and  100  increases  it  another  25%. 

What  is  remarkable  about  M.  Ponsot's 
seemingly  innocuous  remark  is  that  with 
oblique  Gallic  courtesy  ("the  French  are 
cunning,"  Parker  once  muttered  to  me  in 
an  interview),  it  goes  right  to  the  heart  of 
what  the  Burgundians  call  la  probleme 
Park-air.  can  His  Exalted  Eno-Omni- 
science actually  do  what  he  says  he  does? 
And,  by  extension,  should  we  take  him  as 
seriously  as  he  takes  himself? 

There's  a  standing  disclaimer  on  the 
cover  of  Parker's  newsletter,  The  Wine 
Advocate,  that  "there  can  never  be  any  sub- 
stitute for  your  own  palate."  Nonsense,  of 
course:  Parker's  reputation  is  built  on  the 
proposition  that  any  given  wine  has  an  ob- 
jective, inhering  merit  that  can  be  precisely 


No  one  better  to  measure 
the  objective,  inherent 
merit  of  any  given  wine 
than  that  implacably 
accurate  tasting  machine, 
Robert  Parker. 


FY  I 
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measured,  and  by  no  one  better  than 
that  implacably  accurate  tasting  ma- 
chine, Robert  Parker.  Whether  you're 
an  investor  at  auction  looking  for  a 
sure  thing  or  a  neophyte  terrified 
that  you'll  buy  some  swill  she  . 
spit  up  in  the  ficus  plant, 
that's  a  powerful  substitute 
for  your  own  palate.  Broad 
shouldered  Baltimore  Bob 
is  there  to  shield  you  a- 
gainst  cunning  foreigners, 
to  pre-masticate  the  wine 
for  you  and  to  send  you 
on  your  way  with  an  E-Z 
arithmetical  guide.  After  all  H 
these  years,  Parker  still  com- 
pares  himself  to  Ralph  Nader. 
(A  parallel  to  which  there  were  al- 
ways some  niggling  objections.  Are 
oxidized  wine  and  fiery  automotive  > 
death  in  quite  the  same  moral  cate- 
gory? Isn't  corky  Pinot  Noir  a  tad  less 
hot-button  than  a  blackened  Pinto?) 

"It  is  essential  to  taste  extensively 
across  the  field  of  play,"  intones 
Parker  in  his  Wine  Buyer's  Guide, 
". .  .to  taste  as  comprehensibly  [sic — I 
think  he  means  'comprehensively']  as 
is  physically  possible... tasting  every 
significant  wine  produced  in  a  region 
or  vintage  before  reaching  qualitative 
conclusions."  In  practice,  this  means 
tasting  scores  of  thousands  of  wines 
from  the  hundreds  of  regions  now 
producing,  which  include  such  un- 
likely locations  as  Transylvania  and 
Ohio.  Even  if  he  chooses  to  dismiss 
a  region,  which  he  often  does  (South 
Africa,  Long  Island),  he  must,  to  be 
fair,  taste  every  wine  it  produces.  For 
regions  he  does  accept,  these  figures 
must  often  be  multiplied  by  a  factor 
of  30  to  40  (for  every  surviving  vin- 
tage); he  must  also  retaste  these  vin- 
tages every  year  or  two  to  see  how 
they're  coming.  To  do  each  wine  jus- 
tice, he  must  also  be  sure  to  set  that 
implacable  tasting  machine,  his 
palate,  back  to  zero  between  every 
single  one  of  these  innumerable  tast- 
ings. Happily,  he  absolv 
from  the  further  task 
100,000  wines  or  so  wit. 


How  does  Parker  explain  the 

gap  between  his  capacity 
and  everyone  else s?  It  might 
be  an  odd  crevice  down 
the  middle  of  his  tongue  he 
calls  the  'canyon"  which 
lets  the  wine  "sit  there  longer. " 

of  regional  dishes,  any  of  which 
can  change  the  character  of  a  wine 
drastically:  "I've  never  had  food  and 
wine  in  my  mouth  at  the  same 
time. .  .You  should  drink  water  in  be- 
tween [mouthfuls]  or  eat  some  bread 
to  neutralize  anything  that  might 
throw  a  wine  off." 

To  accomplish  his  Rabelaisian 
mission,  Parker  has  generally  tasted 
alone,  without  objective  scrutiny  or 
peer  review,  in  a  temperature-con- 
trolled tasting-room  at  his  home  in 
Maryland,  some  50-70  wines  a  day. 
Depending  on  the  size  of  his  mouth- 
he  will  expose  his  mouth  and 


nasal  passages  each  day  to  the  same 
amount  of  alcohol  as  there  is  in  a 
quart  to  a  quart  and  a  half  of  scotch. 
On  road  trips  to  major  wine  re- 
gions, he  has  been  seen  tasting 
100  or  more  wines  a  day.  Con- 
servatively, at  least  15,000  wines 
must  have  passed  through 
Parker's  lips  each  year  for  20 
years.  In  Burgundy,  where 
he  is  well-known — if  not 
well-liked — for  mega-tast- 
m.  ings,  some  ingrates  have 
|J  even  suggested  that  a  wine's 
Parker  score  might  simply 
be  the  number  of  seconds  he 
spends  tasting  it. 
In  January  this  year,  Robert 
^  Parker  announced  that  for  the 
first  time  in  almost  20  years  of  soli- 
tude, he  was  hiring  an  assistant, 
Pierre  Rovani,  but  only  amid  copious 
assurances  that  his  superhuman  work- 
load and  commitment  would  not  di- 
minish, and  that  his  macro-strategy 
would  remain  unchanged.  Questions 
about  the  workload  and  the  macro- 
strategy  upon  which  his  reputation  is 
based  also  remain  unchanged. 

Just  for  fun  a  couple  of  years  ago,  I 
began  asking  wine  professionals  at 
random  how  many  wines  they  could 
reliably  taste  at  a  sitting.  The  several 
dozen  answers  to  date  are  surprisingly 
consistent:  20-30,  with  most  people 
landing  at  25.  Parker  routinely  tastes 
twice  that  many  and  sometimes  up  to 
five  times  as  many.  Some  think  he 
possesses  special  powers.  Bruno  Prats 
of  Cos  d'Estournel  in  Bordeaux  says 
he  could  never  taste  100  wines  in  a 
day,  but  believes  Parker  can,  seeing 
him  as  a  sort  of  super-athlete.  How 
does  Parker  himself  explain  the  huge 
gap  between  his  capacity  and  everyone 
else's?  "There  comes  a  point  where 
you  just  have  to  accept  it. .  .1  can  only 
speak  to  my  own  abilities.  I'm  able  to 
do  it.  I  do  it  very  well. .  .It's  essential  to 
get  a  good  night's  sleep.  It's  essential 
to  drink  a  lot  of  water."  It  might  be  an 
odd  crevice  down  the  middle  of  his 
tongue  he  calls  the  "canyon,"  which 
lets  the  wine  "sit  there  longer." 
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Rolex  and  the  Ryder  Cup. 
Well  teamed. 

At  The  Belfry  in  Sutton  Coldfield,  England,  in 
1993,  the  outcome  was  decided  by  a  three-footer  on 
the  penultimate  hole.  Two  years  later,  at  Oak  Hill 
in  Rochester,  New  York,  it  came  down  to  the  final 
hole  of  the  final  pairing.  In  England,  the  Americans 
were  victorious.  In  America,  the  Europeans 
finished  on  top:  but  the  real  winners  are  the  world's 
golfing  fans. 

The  Cup  is  a  biennial  competition  that  brings 
together  the  finest  professionals  from  both  sides 


Valderrama  Golf  Club  in  Sotogrande,  Spain,  site  of  the  1997  Ryder  Cup  Matches. 

of  the  Atlantic  in  three  days  of  tension -filled 
match  play.  When  played  in  the  U.S.  the  event 
is  hosted  by  the  PGA  of  America, 
which  also  conducts  the 
PGA  Championship, 


the  PGA  Seniors'  Championship  and 
the  PGA  Grand  Slam  of  Golf. 
When  play  begins  in  the  1997  Ryder 
Cup  Matches  at  the  Valderrama  Golf  Club 
in  Sotogrande,  Spain,  this  September, 
the  Timekeeper  to  the  Ryder  Cup 
Matches  will  be  a  timepiece  with  its  own 
heritage  of  dramatic  performance. 
Rolex.  The  Official  Timepiece 
of  the  PGA  of  America. 


f 
ROLEX 


Rolex  Oyster  Perpetual  Day-Date  Chronometer  in  lXkt  gold  with  matching  concealed-clasp  President  bracelet 

For  the  name  and  location  of  an  Official  Rolex  Jeweler  near  you,  call  1-800-36ROLEX. 

Rolex.  #,  Oyster  Perpetual.  Day-Date  and  President  are  trademarks. 
Ryder  Cup,  PGA  Championship.  PGA  Seniors'  Championship,  PGA  Grand  Slam  of  Golf  and  PGA  of  America  are  servic 
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ihangn-Las  Golden  Sands  Shangn-Las  Rasa  Sayang  Traders  Hotel,  Shangn-Las  Mactan  Island  Shangn-Las  Edsa  Plaza  Hotel,  Shangri-La  Hote| 

Reson  Penang  Malaysia  Resort  Penang  Malaysia  Vangon,  Myanmar  Resort  Cebu.  Philippines  Manila,  Philippines  Manila  Ph.lippim 


*  Opening  End  199, 


For  reservations,  call  your  travel  consultant  or  USA  Canada  &  M< 
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Internet:  http://wwwShangri-La.com  ^  jj  ^  ^      ^~  ^ 


HOTELS  and  RESORTS 


Below  the  equator 
and  above  your 

EVERY  EXPECTATION. 


1998 

South  American  Cruises 
Aboard  Crystal  Harmony 

BARBADOS  to  BUENOS  AIRES 
13-day  cruise  departing  Jan.  21 

BUENOS  AIRES  to  BUENOS  AIRES 
/  4-day  cruise  departing  Feb.  3 

BUENOS  AIRES  to  BARBADOS 
1  6-day  cruise  departing  Feb.  1 7 


The  Six-Star  Crystal  Harmony  is 
heading  south.  Our  world-class  staff 
is  ready  to  pamper  you  with  a  sailing 
experience  unlike  any  other.  Join 
us  aboard  the  newest  large  luxury 
ship  at  sea  as  we  travel  between  such 
spectacular  ports  as  Rio  De  Janeiro, 
M ontevideo,  The  Falkland  Islands, 
Ushuaia,  Punta  Arenas  and  Buenos  Aires. 
We've  created  the  only  cruise  experience 
defined  by  elegance  and  surrounded  in 
comfort.  For  reservations,  call  your 
travel  agent.  Or  call  1-800-820-6663 
to  request  a  complimentary  brochure. 

CRYSTAL  &  CRUISES. 
The  most  glorious  ships  at  sea. 


The  tongue  is  a  pretty  crude  in- 
strument— it  can  distinguish  basic 
tastes:  salt,  sweet,  bitter,  sour  (acid),  et 
cetera.  What  we  call  flavors  are  actu- 
ally aromas  perceived  by  the  olfactory 
system — in  plain  English,  your  nose. 
There  is  no  such  single  physiological 
thing  as  a  "palate."  Sensory  research 
into  olfaction  is  a  young  science,  but 
one  with  multibillion  dollar  implica- 
tions: the  fragrance,  artificial-flavor- 
ing, processed-food  and  personal-care 
industries,  for  example,  all  depend 
on  it.  Dr.  Charles  J.  Wysocki  of  the 
Monell  Chemical  Senses  Center  in 
Philadelphia  researches  "olfactory 
adaptation,"  or  the  involuntary  closing 
down  of  the  powers  of  smell  in  the 
presence  of  odors.  An  example  of 
adaptation  is  when  you  walk  into  a 
room  that  has  a  strong  odor  and  grad- 
ually become  unaware  of  it.  Depend- 
ing on  the  odor,  adaptation  can  occur 
within  seconds  or  minutes,  but  some 
considerable  loss  of  perception  always 
occurs.  Wysocki  says  it  has  been 
shown  that  adaptation  isn't  voluntar- 
ily reversible.  You  cannot  make  your- 
self re-aware  of  the  odor.  Anywhere 
from  five  to  twenty  minutes — in  the 
complete  absence  of  the  odor — must 
elapse  before  the  olfactory  system  can 
again  fully  perceive  it.  Tests  have  also 
shown  that  when  sufficiently  highly 
motivated  (e.g.,  if  they  think  an  odor 
is  toxic),  subjects  will  "manufacture  a 
perceptual  response" — i.e.,  they'll  say 
they're  smelling  something  strong 
when  in  fact  they're  smelling  some- 
thing that  is  barely  perceptible.  And 
he  says  that  people  whose  living  ex- 
poses them  to  one  particularly  strong 
odor  invariably  exhibit  the  occupa- 
tional problem  of  "desensitization" — 
the  threshold  at  which  they  perceive 
that  odor  is  always  rising. 

Dr.  Ann  Noble  of  the  Department 
of  Viticulture  and  Enology  at  UC- 
Davis,  one  of  the  leading  experts  in 
this  area  and  one  of  the  very  few  who's 
actually  researching  the  physiology  of 
tasting  wine,  thinks  astringency  is 
at  least  as  important  as  adaptation. 
Astringency — caused  by  acidity  and 
tannins — induces  "fatigue,"  meaning 


that  your  ability  to  make  judgments  is 
impaired.  If  you're  tasting  very  astrin- 
gent wines — e.g.,  young  Bordeaux 
barrel  samples — the  messages  coming 
from  your  mouth  and  your  nose  get 
confused  so  that  "you  become  less 
sensitive  to  aromas."  She  notes  that 
the  ethanol  inhaled  during  a  large 
tasting  might  also  affect  judgment. 
When  asking  her  own  subjects  to  rate 
aromas  in  wine,  she  tends  not  to  set 
out  more  than  four  reds — higher  as- 
tringency— or  six  whites.  Her  bot- 
tom-line judgment  on  what  she  refers 
to  sardonically  as  "tasting  wine  for 
quality"  is  crisp:  "Obfuscation  has 
reached  a  fine  art  here." 

I  know,  I  know — science  can  be 
made  to  prove  anything.  Except  that 
here  for  once  it  seems  to  confirm  what 
common  sense — and  M.  Ponsot — 
suggest:  the  more  you  taste,  the  less 
you  taste.  And  that  tasting  wine  is 
about  as  reliable  an  activity  as  divin- 
ing for  water.  (And  who  knows? 
Science  may  one  day  have  as  much  to 
contribute  to  wine-tasting  as  it  has 
had  to  viticulture  and  vinification: 
"Gaj-fon,  apportez-moi  un  test-tube,  s'il 
vous  plait").  But  what  is  certain  is 
that  the  quest  for  objective  merit  for 
arithmetical  certainty  in  any  wine  is  a 
chimera;  there  are  just  too  many  vari- 
ables. Call  it  the  vinous  equivalent  of 
chaos  theory.  There  really  is  "no  sub- 
stitute for  your  own  palate."  (Even 
though  you  don't  have  one.)  If  you 
want  to  drink  white  zinfandel  with 
your  seared  foie  gras,  go  ahead,  have 
a  mouth  party.  If  like  me,  you  find 
some  of  Parker's  "near-perfect"  wines, 
for  example  Christian  Moueix's  Dom- 
inus  ('94  score  99),  inky  and  undrink- 
able,  you  and  I  are  right,  damn  it. 
Unless  you  have  permanent  pneu- 
monia or  had  your  nose  blown  off  in 
the  Inchon  Landing,  your  equipment 
is  as  good  as  the  next  guy's — even  when 
the  next  guy's  Robert  Parker.  In  the 
words  of  the  fine  British  wine-writer 
Anthony  Hanson:  "Trust  yourself — 
you  know  more  than  you  think."  • 

Tony  Hendra  is  a  writer  living  in 
New  York  City. 
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You  haven't 


EXPERIENCED 


j ANYTHING  LIKE  IT. 

Unless  of  course, 

YOU'VE  SAILED 


jgf 
|  i 

WITH  US  BEFORE. 
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Those  who  have  sailed  with  Crystal  know  there's  a  place  where  no  request  is  too  great,  and  no 
detail  is  too  small.  Where  the  atmosphere  is  comfortably  elegant,  and  the  staff  makes  you 
feel  wonderfully  at  ease.  This  is  Crystal  Cruises  -  a  vacation  unlike  any  other,  with 
spacious  ships  designed  for  a  modern  style  of  cruising.  Of  our  many  accolades, 
the  greatest  is  that  our  guests  return  again  and  again.  Our  ships  sail 
the  world.  Please  come  join  us.  The  most  glorious  ships  at  sea. 


CRYSTAL  CRUISES 

"World's  Best  Cruise  Line"7rai>el  &  Leisure  Magazine  •  Fielding's  Six-Star  Rating 


WINES  WE  LIKE  THAT  ROBERT  PARKER  DOESN'T 


Parker  scores  wines  on  a 
high  school-style  100-point 
scale.  He's  promoted  it  over 
the  years  as  an  honest 
American  alternative  to  the 
cunning  European  1-20 
scale,  but  in  practice  it's 
exactly  the  same,  except  he 
measures  from  80  to  100. 
(Any  winemaker  who  falls 
into  the  70s  might  just  as 
well  leap  into  the  nearest 
vat  and  end  it  all.)  So  a 
wine  that  scores  in  the  low- 
to  mid-80s  is  a  clunker. 
Odder  still,  given  his  self- 
appointed  global  mission, 
Parker  often  dismisses  en- 
tire wine-growing  regions 
and  even  countries;  little 
attests  to  the  woodenness 
of  his  tasting  apparatus 
than  the  fact  that  his  Wine 
Guide  doesn't  bother  to 


score  or  publish  notes  on 
the  wines  of  one  of  France's 
largest  and  most  diverse 
regions,  the  Loire  Valley. 
All  the  following  wines  fall 
into  one  or  another  of  these 
categories.  On  FYT& 
patented  712-point  rating 
system  they  all  score  in  the 
high  990s. 

1  Chinon  Olga  Raffault 
1990  (or  1994  in  a  year  or 
two):  This  delicately  fruity, 
slightly  dusty  Loire  Valley 
red  (made  from  Cabernet 
Franc)  has  the  bittersweet 
appeal  of  fading  beauty. 
Dinner  with  Raffault's 
Chinon  is  like  having  Cath- 
erine Deneuve  sitting 
across  from  you. 

2  Mulderbosch  (Stellen- 
bosch)  Sauvignon  Blanc 
(1995):  South  Africa's  vast 


wine-growing  regions  (the 
oldest  in  the  "New"  World) 
are  roaring  back  on  line 
after  a  century  of  oblivion. 
This  exotically  flowery,  ex- 
plosively peachy  fluid 
somehow  remains  as  crisp 
and  cool  as  a  cricketer  in 
flawless  whites  against 
deep  green  grass,  under  an 
azure  sky. 

3  Hargrave  Pinot  Noir 
(1995):  Walk  on  by  is 
Parker's  assessment  of 
wines  from  Long  Island, 
but  he's  wrong  again.  If  you 
can  find  this  elegant  job 
from  Long  Island's  pre-emi- 
nent wine  producers,  snap 
it  up.  More  robust  than  its 
cousins  in  Burgundy,  less 
cheerleader  jolly  than  those 
in  Oregon,  it's  a  superb 
dinner  companion. 


4  Hidalgo  Manzanilla  "La 
Gitana":  Spain  seems  to 
make  Senor  Parker  floun- 
der, and  its  crowning  glory, 
the  wines  of  Jerez  de  la 
Frontera,  are  no  exception. 
This  powerful,  bone-dry, 
salty,  tangy,  flowery  nectar 
sums  up  the  exquisitely 
balanced  contradictions  of 
Iberia  in  a  glass.  It's  also 
pint  for  pint  the  best  tapas 
(or  hors  d'oeuvres)  compan- 
ion in  the  world. 

5  Domaine  Henri  Gouges 
Nuits  St. -Georges  Les  St.- 
Georges  Premier  Cru  1991: 
Bring  in  da  nose,  bring  in 
da  funk.  This  classic 
Burgundy  magically  fuses 
silkiness  with  earthiness. 
Gouges'  best  bottle  is  a  su- 
perb example  of  how 
Burgundy  should  be  made. 


T  MEAIDS  ILIIKE  A 


WHO'S  WIO  OF  BUSINE^ 


IF  YCDUJ  WE1E  ALLOWE©  TO  1EAB  IT. 


■  ((  .-77iv  'II  {/A/or/  ,-/ou>e/ss\  a// '  of  our  attests  receioe  to/u'te  y/ooe 
treatment.   $¥ro/n  our  Jbrioate  entrance  and*  /<>/>/></  to  our  f>eaiittfi//lu 
appointed eacecutioe^OMest  rooms*,  t'natoiauallu  decorated suites*,  u/ia1 
legendary  i/npeccaMe  service*,  uou  uh'H-  /eel  vera  mucli  at  home  and 
ijct.  curiously, ■ /ur^/rotn  it.   tWor  reservations*,  call f  u*our  ArgfessionaA 
traoel agent,  or  callus  a/  Z-cVcW-WATOWER. 


c77ie  'H'tiMy/' ZTotoere,  fOO  {ui/sf  SOtA  ilireet.  ^  \e«>  'J/orA.  .  \7/  f0022 


The  Waldorf  Towers  is  a  reqis 


i  Hotels  Com  ©1997  Hilton  h 


itan  view 


Everything  old  is  new  again.  That  classic 
wardrobe  of  our  favorite  debonair  movie  star 
can  now  be  ours,  thanks  to  Metropolitan  View. 

In  The  Men's  Store  on  1  and  the  Lower  Level, 
59th  Street.  And  all  our  stores. 


blGDmingdole'S 


Kapahia  Bay  Motel 

On  Maui's  Finest  Beach 


(world  counsel) 


The  FYI  Signpost 


Rural  charm  in  Evershot; 
Vividness  in  Vermont; 
That  side  of  Paradise.... 


St.  Lucia:  What  with  cell  phones,  beep- 
ers and  electronic  ankle  bracelets,  ducking 
the  office  has  never  been  trickier.  Thank 
goodness,  then,  for  resorts  like  Anse 
Chastanet  on  the  lush  little  island  of  St. 
Lucia.  Sprawled  above  a  grey-sand  beach 
at  the  end  of  a  driveway  only  a  Range  Rover 
could  love,  this  rustic  "hideaway"  has  been 
a  safe  house  for  escaping  executives,  enter- 
tainers and  just  plain  folk  since  1974.  That's 
when  architect/owner  Nick  Troubetzkoy 
began  making  over  14  rundown  units  in  his 
own  singular  style.  Construction  materials 
were  hauled  in  by  boat.  Local  artists  carved 
wood  beams  and  painted  tropical  murals. 
No  one  remembered  to  buy  telephones 
for  the  rooms,  and  guests  have  been  out  of 
touch  ever  since. 

Still  a  work  in  progress,  Anse  Chastanet 
now  has  four  dozen  rooms  scattered  up  a 
steep  hillside.  Room  15B  is  a  treehouse,  with 
an  akee  trunk  separating  a  king-size  bed- 
room from  a  nice  sitting  area.  The  Ginger 
(14B)  has  a  tree  of  its  own  growing  through 
the  shower  and  an  expansive,  if  leafy,  water 
view.  The  showpiece  is  the  Royal  Palm 
(7F) — a  single,  1,200-square-foot  space  with 
no  walls  to  speak  of  on  one  side,  and  an  un- 
believable view  of  St.  Lucia's  famous  Pitons 
(Gros  and  Petit)  across  Soufriere  Bay.  The 
walls  are  decked  with  original  art,  including 
seductively  garish  portraits  by  German  art- 
ist Elvira  Bach.  Overhead  lamps  cast  a  cit- 
rine glow  to  keep  the  bugs  out — though  not 
the  birds,  one  of  which  woke  us  at  5:30  each 
morning  admiring  itself  in  the  bathroom 
mirror.  Harrison  Ford  hid  out  in  7F  prior  to 
shooting  The  Fugitive.  Jeff  Bridges  tucked 


in  while  shooting  White  Squall.  My  wife  and 
I  lolled  about  admiring  the  view  and  pon- 
dering how  many  previous  guests  had  made 
love  on  the  floor  beneath  the  starry  sky.  (All 
the  smart  ones,  anyway.) 

St.  Lucia  is  still  a  bit  rough  around  the 
edges.  Most  of  the  roads  are  in  dreadful 
shape.  The  beaches  are  small  and  the  diving 
nothing  outrageous,  though  the  reef  at 
Anse  Chastanet,  the  best  on  the  island,  is 
great  for  snorkling. 

Troubetzkoy  tries  to  bring  St.  Lucia  to 
his  guests.  The  tropical  hardwood  furniture 
is  built  on-site.  The  staff  wear  traditional 
madras  prints.  And  unlike  a  lot  of  Carib- 
bean resorts,  the  kitchen  emphasizes  local 
provisions.  Dinners  are  lingering,  four- 
course  affairs,  with  several  selections  night- 
ly, including  one  vegetarian.  If  Chef  Jacky 
Rioux's  creations  didn't  blow  us  away  every 
single  time,  his  melding  of  French  and  St. 
Lucian  cuisine  never  failed  to  intrigue:  mar- 
inated smoked  fish  in  ginger  with  tropical 


The  view  from  room 
7F  at  Anse  Chastanet  in 
St.  Lucia:  the  Pitons, 
Soufriere  Bay  and  plenty 
of  fresh  air. 
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plete  with  seaquariums  full  of  manta 
rays  and  sharks;  a  large,  non-glitzy 
casino;  and  a  dozen  bars  to  get  people 
in  the  mood. 

All  well  and  good  if  you're  a  "Love 
Boat"  type.  If,  however,  you  want  a 
taste  of  fine  Bahamian  life  with  a 
hefty  dash  of  colonial  know-how, 
I  strongly  recommend  the  Ocean 
Club.  Don't  be  put  off  by  the  fact 
that  it's  "part"  of  the  Atlantis;  prices 
quickly  sort  things  out.  It's  quiet, 

Seagulls  eat  free  at  the  Ocean  Club 
on  Paradise  Island  in  the  Bahamas; 
nothing  but  color  in  Vermont. 


fruit  salsa,  christophene  waffles  in 
tomato  dressing,  poached  bonito  with 
basquaise  sauce,  mokka  gateau  on 
vanilla  cream.  Like  the  resort — some- 
thing to  be  experienced.  Anse  Chasta- 
net,  Soufriere,  St.  Lucia.  Rates  through 
Oct.  31:  $2j6-$4go per  night,  double  oc- 
cupancy, including  breakfast  and  din- 
ner; 800-223-1108,  fax  758-459-7700. 

— Neal  Santelmann 

The  Bahamas: 

Hog  Island,  Paradise  Island  is 
now  a  gorgeous  piece  of  real  esta 
just  a  short  bridge  away  from  v 
down  in  the  breezy  Bahamas 
owned  by  resort-casino  wizard 
Kerzner,  who's  bringing  it  to  vibi 
life  the  old-fashioned  way,  with  lai 
infusions  of  money.  He's  built 
glossy,  1,147-room  Atlantis  Hotel,  re- 


low-key  and  uncrowded;  the  kind  of 
place  where  jackets  and  dresses  are 
the  preferred  attitude  at  dinner. 

Recent  renovations  at  the  Ocean 
Club  work  with  great  charm,  and  the 
staff  is  ever  pleasant  and  eager  to 
please.  There  are  miles  of  beaches  to 
walk  and  plenty  of  clay  courts  for  ten- 
nis. If  the  beach  scene  turns  out  to  be 
a  bit  too  much,  relax  by  the  pool,  set 
in  a  vista  of  terraced  gardens  left 
over  from  the  previous  owner,  A&P 
heir  Huntington  Hartford.  A  pool- 
side  massage  makes  for  a  delicious 
afternoon  indulgence — provided 
you  haven't  gotten  too  much  sun.  Or 
\  holes  on  the  magnificent  golf 
:ourse  next  door. 

e  food  is  some  of  the  Bahamas' 
an  inspired  combination  of  local 
.  .  mental  training.  Rooms 


are  expansive,  each  with  a  balcony 
facing  either  the  ocean  or  the  garden. 
But  beware — everything  in  the  mini- 
bar  is  imported,  and  sometimes  the 
chip  supply  is  down.  Sigh — such  are 
the  problems  in  Paradise. 

Overall  this  is  a  fine  four-star 
resort,  that  with  some  TLC  from 
management,  could  get  a  sure  five. 
The  Ocean  Club,  Paradise  Island, 
Bahamas;  rooms  from  $310;  242-363- 
3000,  800-321-3000. 

— Bob  Lajdlaw 

Vermont,  Especially:  One  of 

the  things  you  do  almost  automati- 
cally after  Labor  Day  is  go  up  into  the 
country  for  the  foliage.  Looking  at 
leaves  is  to  the  fall  what  going  to  the 
islands  is  to  the  spring.  It  has  gotten 
so  big  that  the  Weather  Channel  now 
runs  foliage  updates  so  that  you  will 
be  aware  of  which  parts  of  the  coun- 
try are  experiencing  peak  color.  An 
enterprising  tour  group  even  has  a 
"foliology  hotline"  with  dulcet-toned, 
up-to-the-minute  reports  from  one 
Scotty  Johnston,  "America's  first  fo- 
liologist"  (800-214-8209).  And,  of 
course,  there  are  Web  sites  offering 
the  same.  (A  quick  search  of  the 
Internet  for  the  words  "fall  foliage" 
yielded  over  one  million  hits.) 

Vermont,  where  I  spend  my  time, 
has  just  about  the  best  mix  of  leaves 
anywhere  in  the  country — with  maples 
providing  the  vivid  reds.  Beginning 
September  15,  the  state  opens  its  own 
hotline  to  tell  you  exactly  where  to  go 
to  be  dazzled  (802-828-3239).  While 
all  the  updates  are  fine,  in  the  minds 
of  many  would-be  leaf-peepers — as 
well  as  some  veterans — there  remains 
this  question:  can  you  do  anything 
more  than  just  look?  Driving  the  two 
lanes  and  admiring  the  various  vistas 
is  nice  for  an  hour  or  so,  but  after  a 
while  a  lot  of  people  begin  to  wish  they 
could  get  out  and  actually  do  some- 
thing amid  all  that  splendid  color. 

These  days,  you  can. 

Just  around  Manchester,  for 
instance,  it's  possible  to  enjoy  the 
foliage  by  bike,  by  canoe  and  by 
horse-drawn  carriage — all  of  which 
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beat  the  inside  of  a  car.  The  biking 
can  be  done  as  part  of  a  tour  group  or 
on  your  own,  armed  with  a  map  of 
the  local  highways,  backroads  and 
(best  of  all)  logging  trails.  Call 
Mountain  Riders  in  Rawsonville 
(802-297-1745)  or,  in  Manchester, 
Battenkill  Sports  (802-362-2734) 
or,  in  Rutland,  Great  Outdoors 
Trading  Company  (802-775-9989, 
for  tours  800-345-5182) . 

Most  of  the  canoe  water  in  Ver- 
mont is  gentle,  almost  flat  water 
paddling,  and  it  makes  for  an  un- 
harried  and  unhurried  way  to  pass 
through  the  countryside,  looking  up 
at  the  hills  in  all  their  magisterial 
colors.  It  is  even  possible  to  arrange 
a  tour  in  which  you  paddle  from  one 
country  inn  to  another  over  a  few 
days'  time,  so  that  at  the  end  of 
the  day  you  can  look  forward  to  an 
adult  beverage  in  front  of  a  warm 
fireplace.  Call  Battenkill  Canoe 
in  Arlington  (802-362-2800,  800- 
421-5268). 

If  you  don't  want  to  do  any  work 
or  any  driving,  merely  sit  back  and 
soak  up  the  splendor  as  you  move 
through  it,  a  carriage  ride  would 
be  the  way  to  go.  It  will  carry  you 
back  to  a  more  stately  time  when  it 
did  not  seem  so  important  to  be 
there  at  the  precise  peak  of  the 
season  and  was  sufficient  simply  to 
be  there  at  all.  For  arrangements,  call 
Karl  Pfister  in  Landgrove  (802- 
824-6320). 

— Geoffrey  Norman 

Evershot.  England:  If  you've  got 
some  time  to  unwind  after  your  next 
business  trip  to  London,  head  south- 
west and  make  your  way  to  the  snug 
little  burg  of  Evershot.  I  did,  and 
found  a  glorious  place  called  the 
Summer  Lodge  that  made  me  feel 
miles  away  from  anything  dreary  and 
urban.  Set  against  rolling  hills  of  tall 
grass  and  grazing  cows,  wandering 
hedges  and  farmhouses  that  pre- 
date Columbus,  Summer  Lodge 
feels  more  like  a  luxury  bed  and 
breakfast  than  a  hotel.  Each  of  the  17 
rooms  overlooks  either  the  garden  or 
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Holland  &  Holland 

50  East  57TH  Street,  New  York,  NY  10022 

Opening  October,  1997: 
442  North  Rodeo  Drive,  Beverly  Hills,  CA  90210 


BRITISH  CRAFTSMANSHIP 
.     .     .     SINCE  1835 


FOR    INFORMATION    PLEASE   CALL    1  -  8  O  O  -  S  I  N  C  E  -  1  8  3  5  . 


NEW  ENGLAND 


CUSTOM   BOOTMAKERS   SINCE  1884 


ALDEN  SHOE  COMPANY  1-800-325-4252 

1  Taunton  Street,  Middlekirou^h,  MA  02346  Please  call  tor  brochure  and  store  listing. 


Overshoot  London  and  head  straight 
to  Evershot  s  bucolic  Summer  Lodge. 

the  village  of  Evershot — a  town 
pretty  enough  to  have  been  chosen 
as  the  backdrop  for  Emma.  Evershot 
also  served  as  the  setting  for  Thomas 
Hardy's  Tess  OfTheD'Urbervilles. 
Hardy  was  in  fact  the  original  archi- 
tect of  the  hotel's  drawing  room. 
Since  done  over  by  the  proprietors, 
the  room  today  is  full  of  cozy  furni- 
ture that  beckons  you  to  linger  at  the 
huge  window,  which  frames  a  gor- 
geously groomed  garden. 

The  dining  room  was  refurbished 
in  1991  to  overlook  the  garden,  so 
that  when  you  eat,  you  eat  amongst 
the  flowers.  Breaking  the  cardinal 
rule  of  English  cooking,  the  food  is 
actually  quite  good.  Chef  Timothy 
Ford  has  been  in  the  kitchen  since 
1995  embellishing  traditional  country 
dishes,  so  (thankfully)  blood  sausage 
is  not  the  only  option.  Diners  indulge 
in  delights  such  as  pink  roasted 
saddle  of  venison  with  a  blueberry 
compote,  or  grilled  fillet  of  sea  bass 
over  stir-fry  vegetables  with  a  light 
ginger  sauce.  Don't  forget  the  warm 
local  asparagus  for  an  appetizer, 
and  DO  NOT  SKIP  DESSERT. 
Hot  rhubarb  souffle,  dark  chocolate 
tart,  iced  banana  parfait. .  .incredible. 
Summer  Lodge,  Evershot,  near  Dor- 
chester, Dorset;  rooms  from  $j6o, 
including  breakfast  and  dinner;  44- 

T935-83424>fax  44-i935-83°°5-  • 

— Kirn'  Dubin 


Texas  Red  Grapefruit 


Christmas  and  Thanksgiving 
gifts  from  the  southernmost 
tip  of  Texas.  We  grow  these 
beauties  lush  and  juicy,  in 
rich  Rio  Grande  delta  soil. 
Share  the  sweetest 
grapefruit  you 
will  ever  taste! 


.  Fax:  1(956)  541-7691 
Toll  free;  1(888)  8-CITRUS 

OUTMPOin? 

lOOOQSouthmost  Road 
Brownsville,  Texas  78521 


(\)uK  FIRST  94-NATlON 
DINNER  PARTY  WAS  A 


There  was  no  time  for  games  at  Tokyo's 
Imperial  Hotel.  For  nearly  a  century,  we 
had  welcomed  and  impressed  the  world's 
most  discriminating  travelers.  But  in  October  1964,  some 
exceptionally  demanding  visitors  were  arriving.  Archers  and 
wrestlers  and  equestrians  together.  From  94  nations. 
For  the  first  time  ever  in  Asia. 
Tokyo  was  hosting  the  XVIII  Olympiad. 
Almost  everything  was  ready.  Japan  had  new  hotels,  new 
highways,  and  the  awesome  "bullet  train."  Now,  it  just 
had  to  feed  6,500  of  the 
world's  most  formidable 
athletes.  Not  to  mention  the 
coaches  who  watched  over 
them.  And  the  reporters  who 
watched  everything. 
Four  of  Japan's  most  experienced  hotels  teamed  up  to  help. 
The  Imperial  was  one. 

Immediately,  our  award-winning  chefs  were  put  in 
charge  of  the  Olympic  Village  cafeterias.  Out  went 
our  famous  joie  gras  saute.  In  came  pumpernickel  and 
pasta.  We  assembled  300  cooks  in  12  kitchens. 
Prepared  main  and  supplemental  ethnic  menus. 
And  in  52  days,  served  up  600.000  energizing  meals — 
and  sometimes  four  birthday  cakes  a  day! — breaking 
every  culinary  record  in  Olympic  history. 


RUNAWAY  SUCCESS. 


We've  kept  in  peak 
condition  ever  since.  The 
Games  returned  to  Japan 
in  1972,  as  they  will  again, 
to  Nagano,  in  the  winter 
of  1998.  Meanwhile,  The  Imperial 
remains  one  of  the  grandest  hotels  in  Asia.  We  operate  four 
magnificent  locations,  each  with  unrivaled  dining  and 
leisure  facilities.  And  accommodate  so  many  international 
delegations  that  more  flags  are  said  to  fly  from  our  poles 
than  at  the  Foreign  Ministry  itself. 

We  still  enjoy  springing  birthday  treats  on  unsuspecting 
guests  on  such  occasions.  It's  an  old-fashioned  recipe,  we  know, 


but  a  favorite — the  kind  that  continues  to  turn  every  event 

.  /J2P, 


we  host  into  a  surefire  winner. 


one  of 

cThef7Jeadin^Jlotels 
otthdWorld* 


Hotels'*  Resorts 


IMPE  R I A  L  HOTEL 

TOKYO 


U  T  E  L  L 


For  reservations:  The  Imperial  Hotel,  Tokyo:  Tel  (3)3504-11  1  1;  The  Imperial  Hotel,  Osaka:  Tel  <6)KH  1  - 1  111,  Hotel  Imperial  Bali, 
Bali.  Indonesia:  Tel  (62)361-730730;  or  your  nearest  travel  agent.  For  information:  The  Overseas  Sales  Offices  of  the  Impenal  Hotel: 
London:  Tel  (171)355-1775;  New  York:  Tel  (212)692-9001;  Los  Angeles:  Tel  (2  I  3)627-62 1-4. 


THERE'S  A  PLAYBOY  ON  THE  I8TH  GREEN 


There  are  sublime  moments  in  life  when  a  man  feels  like 
a  PLAYBOY.  Like  anticipating  the  1 9th  hole  as  you're 
about  to  finish  an  exhilarating  round  of  golf,  getting 
ready  to  savor  a  sense  of  relief  and  relaxation. 
On  those  wistful  occasions,  there's  a  cigar  by 
Don  Diego  to  heighten  the  sensation. 

The  PLAYBOY  cigar  meticulously  hand-crafted  with 
rich  flavor  and  aroma,  enhances  any  setting, 
wherever  you  might  smoke  it. 

Light  one  up!  Let  it  bring 
out  the  PLAYBOY  in  you. 

The  PLAYBOY  cigar 
by  Don  Diego, 

in  five  styles.  w 


Label  and  Band  ©  Playboy  1 997. 

PLAYBOY  RABBIT  HEAD  DESIGN.  HMH  and  HUGH  M.  HEFNER 
are  trademarks  of  Playboy  Enterprises.  Inc  and  used  with  permission. 


For  a  list  of  select  retailers  in  the  United  States,  please  wr 
Playboy  by  Don  Diego  Cigars,  RO.  Box  407 1  66LTR,  Ft.  Lauderdale,  Fl  3334C 


(letter  from  nantucket] 


Mrs.  Coffins  Consolation 


By  Tom  Congdon 


A  chance  historical  discov- 
ery affirms  Nantucketers' 
famed  self-reliance 

At  the  Wharf  Rat  Club,  where  the 
old  guys  meet  to  gab,  and  at  the  post  office 
and  the  Fog  Island  Cafe... wherever  the 
year-round  residents  congregate,  Nan- 
tucketers are  congratulating  themselves 
this  month  on  another  long  summer  sur- 
vived. Once  again  the  summer  people, 
playing  their  traditional  role,  have  left 
their  money  and  vanished,  freeing  is- 
landers to  conjecture  on  important  mat- 
ters, such  as  the  price  scallops  will  bring 
when  the  commercial  season  starts,  and 
what  happened  to  Edouard  A.  Stackpole's 
stash  of  antique  dildos. 

Nantucket,  as  you  know  from  your 
reading  of  Moby  Dick  (or  maybe  you 
caught  the  movie),  was  once  a  whaling  is- 
land. In  the  18th  and  19th  centuries,  its 
ships  roamed  the  oceans  of  the  world  in 
pursuit  of  the  great  oil-sodden  beasts. 
With  the  fortunes  they  made,  the  ship 
owners  and  captains  built  the  stunning 
mansions  that  still  line  Main  Street.  The 
whaling  is  long  gone,  and  the  island  now 
trades  in  a  different  kind  of  blubber:  its  his- 
tory. The  romance  of  the  past  lures  the 
tourists  and  lubricates  the  real-estate  mar- 
ket. The  more  romantic  the  past  can  be 
made,  the  better.  But  it's  more  than  just 
money;  it's  personal.  Many  islanders  still 
bear  the  famous  old  whaling  surnames  like 
Coffin  and  Folger  and  Macy,  and  they 
don't  take  kindly  to  rude  suggestions  about 
their  forebears'  morals. 

The  great  expert  on  Nantucket  history 
was  Edouard  A.  Stackpole.  If  you  had  a 
question  about  Nantucket  in  the  old  days, 


you  went  to  Eddie;  he  knew  it  all.  A  charm- 
ing, white-maned  old  gentleman,  built  like 
a  bollard,  he  was  revered  on  the  island,  es- 
pecially by  those  who  prefer  their  history 
comfortable.  He  was  keeper  of  the  flame. 

The  Stackpolians  were  dismayed  when, 
several  years  ago,  a  young  scholar  named 
Nathaniel  Philbnck  wrote,  of  all  things,  an 
honest  history  of  the  island.  Along  with 


Whaling  expeditions 
could  take  as  long  as 
four  years.  What  was  a 
poor  gull  to  do? 
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REVERSO: 

The  turning  point  in  time. 


jaeger-LeCoultre's 
craftsmen  engrave  a 
personal  motif  - 
monogram  or  coat- 
of-arms  -  on  the  watch 
only  you  can  wear. 


if  .  V,;.'  •  Vj  J^»! 


THE  ADVERTISING 
MAY  HAVE  CHANGED.  BUT 
THE  PRODUCT  HAS 
REMAINED  TRUE  TO  THE 
AUTHENTIC  1930  S  STYLE. 


British  India,  1930.  Cesar  de  Trey,  travelling 
Swiss  watch  agent,  is  enjoying  sundowners 
at  a  sports  club  and  listening  to  yet  another 
poloplayer  lament  his  smashed  wristwatch. 


WHAT  THE  YOUNG  SAHIBS  WANTED  WAS  A  WRIST- 
WATCH  THAT  LOOKED  GOOD  AND  PLAYED  HARD. 
AND  THE  SOLUTION  THAT  DE  TREY  TOOK  BACK  TO 
JAEGER-LECOULTRE  THE  FOLLOWING  YEAR  WAS 
LITERALLY  A  REVOLUTION  IN  WATCHMAKING.  WITH 
A  REVERSIBLE  CASE  THAT  SIMPLY  TURNED  ITS  BACK 
ON  ROUGH  PLAY.  THE  J AEGER-LECOULTRE  REVERSO 
WRISTWATCH  ENTERED  INTO  LEGEND  IN  1931.  NO 
OTHER  WATCH  MODEL  HAS  BEEN  IN  CONTINUOUS 
PRODUCTION  FOR  AS  LONG. 

DEVISING  A  WATCH  THAT  PROTECTED  ITSELF 
AGAINST  SHOCKS  WITHOUT  RESORTING  TO  EXTRA 
ARMOUR  WAS,  IN  ITSELF,  IMAGINATIVE.  CREATING, 
AT  THE  SAME  TIME,  A  NEW  KIND  OF  PERSONAL 
ORNAMENT  THAT  COULD  BE  ENGRAVED  WITH  THE 
OWNER'S  MONOGRAM,  WAS  A  STROKE  OF  GENIUS. 

THE  REVERSO  IS  JUST  one  example  of  the  flair 
,T    MAKES    JAEGER-LECOULTRE    SO  DIFFERENT 
1  OTHER  WATCHMAKERS. 


THE  REVERSO  WAS 
CONCEIVED  FOR  THE  KING 
OF  SPORTS  WHERE  STYLE 
AND  QUICK  WITS  WIN  OVER 
BRUTE  FORCE. 


AS  THE  FIRST  REVERSOS  LEFT 
THE  JAEGER-LECOULTRE 
WORKSHOPS  IN  1931.  THE 
OTHER  MONUMENT  TO 
THE  ART  DECO  AGE,  NEW 
YORK'S  CHRYSLER  BUILDING. 
PROCLAIMED  THE  NEW 
WORLD. 


"If  you  want  it  done 
well.  do  it  yourself." 
no  part  of  any 
jaeger-lecoultre  is 
made  by  anyone  other 
than  the  watch- 
makers of  le  sentier. 


Whether  creating  the  smallest  mechanical 
movement  in  the  world  or  capturinc  the  soul 
of  the  reverso  in  its  remarkable  60th  anni- 
versary model,  craftsmen  and  artists  at  the 
Manufacture  take  pride  in  surpassing  the 
limits  of  the  imagination.  since  1833,  jaeger- 
LeCoultre's  craftsmen  in  the  high  Vallee  DE 


A  LEGEND  ALWAYS 


JOUX,   HAVE   FILED   MORE   THAN   200   PATENTS   IN       DESERVES  A  LITTLE 

ATTENTION.  FORMIDABLE 

THEIR  PURSUIT  OF  THE  THINNEST.  THE  MOST  REFINED      watchmaking  skills 

WENT  INTO  THE  CREA- 

AND  THE  MOST  COMPLICATED  IN  WATCHMAKING.       TION  OF  500  REVERSO 

TOURBILLONS. 

These  master-watchmakers  have  chosen  the 
reverso  for  their  supreme  achievements  -  the 
tourbillon  and  the  minute  repeater. 


REVERSO  DUO. 
TWO  DISTINCT  WATCHES, 
TWO  TIME  ZONES. 
STAYING  AVANT-GARDE 
SINCE  1931.  THE  REVERSO 
GAINED  A  SECOND  DIAL 
IN  1994. 


NO  OTHER  COMPLICATIONS  ARE  MORE  DAUNT- 
ING TO  REALIZE;  AND  FEW  WATCHMAKERS  CAN 
MANAGE  MORE  THAN  A  COUPLE  OF  DOZEN  A  YEAR. 
YET  JAEGER-LECOULTRE  BUILT  500  OF  EACH  -  A 
DEMONSTRATION  OF  THE  ART  OF  WATCHMAKING 
IN  THE  SPIRIT  THAT  HAS  KEPT  THE  REVERSO  AVANT- 
GARDE  SINCE  1931. 


from  whichever  side 
you  look  at  it.  the 
reverso  Grande  taille 
remains  the  authentic 
expression  of 
watchmaking  genius. 


<ijAEGER-l.EC0ULTRp> 


FOR  YOUR  FREE  COPY  OF  OUR  COMPLETE  CATALOCUE.  CONTAINING  MORE  THAN  200  PACES 
WITH  DETAILED  INFORMATION  ABOUT  JAECER-LECOULTRES  HISTORY  AND  PRODUCTS.  CONTACT: 

JAEGER-LECOULTRE.  P.O.  BOX  1608.  WINCHESTER.  VA  22604.  TELEPHONE  (800)  JLC-TlME. 


other  demolitions,  for  example,  Phil- 
brick  debunked  the  hallowed  myth 
that  Nantucket's  founding  fathers 
were  lovely  to  the  Indians.  They 
enslaved  the  Indians,  Philbrick  re- 
vealed politely. 

Tactfully  hidden  in  the  endnotes 
of  Philbrick's  forthright  history  was 
a  paragraph  which,  though  just  a  few 
lines  long  and  set  in  tiny  type,  never- 
theless lifted  local  eyebrows.  In  the 
course  of  researching  his  book, 
Philbrick  wrote,  he'd  encountered  a 
number  of  Nantucket  old-timers  who 
made  the  same  shocking  allegation — 
that  many  of  the  whalers,  returning 
from  the  Pacific,  brought  their  wives 
Chinese  sex  appliances  ironically 
called  "he's-at-homes."  Often  made 
from  carved  ivory,  these  implements 
were  designed  to  help  the  good 
women  of  the  island  get  by  while 
their  husbands  were  off  on  three-  and 
four-year  voyages.  But  the  scholars 
weren't  certain  that  any  he's-at- 
homes  had  survived. 

The  dildo  reports,  though  inter- 
esting, were  mere  hearsay,  so  Phil- 
brick left  the  topic  out  of  the  main 
body  of  his  text. 

It's  one  thing  to  hear  that  your 
forefathers  were  a  bit  rough  on  the 
aborigines;  it's  another  to  be  told  your 
great-great-great-grandma  used  a 
dildo.  But  because  his  scholarly  repu- 
tation was  unassailable  and  his  smile 
disarming,  Philbrick  got  away  with 
both  affronts,  only  a  few  diehard  tra- 
ditionalists electing  to  cross  the  cob- 
blestones rather  than  speak  to  him. 

The  island's  historians — some 
published,  some  just  knowledgeable 
buffs — had  already  heard  the  he's- 
at-home  rumors  but,  as  members  of 
a  more  circumspect  generation, 
hadn't  seen  fit  to  circulate  them. 
Among  themselves,  however,  and 
loosened  by  sherry,  they  often  de- 
bated the  existence  of  these  exotic 
devices.  Rarer  were  they  than  the 
great  white  whale,  and  some  said 
just  as  mythical.  But  one  .  istorian, 
Wes  Tiffney,  claimed  thai  years 
before,  he'd  had  a  dri 
Stackpole,  who'd  shown  him 


"No,  thank  you — we  have  lots  of 
those. "  Our  historian  is  rebuffed. 

sea-chest  full  of  them — ivory,  exotic 
hardwoods  and  gutta-percha. 

Stackpole  is  said  to  have  later 
denied  he  had  any  he's-at-homes, 
but  most  local  scholars  disbelieved 
him.  Doubters  speculated  that  he'd 
hidden  them  under  his  floorboards  or 
buried  them  in  his  cellar.  When 
Stackpole  died,  at  the  age  of  89,  his 
house  was  put  up  for  sale,  which  gave 
interested  parties  a  chance  to  get  in 
there  and  poke  around.  No  he's-at- 
homes.  "He  must  have  taken  them 
with  him,"  quipped  one  buff.  In 
the  archives  he  bequeathed  to  the 
Nantucket  Historical  Association, 
however,  someone  dH  find  a  photo 
of  a  white-bearded  seaman  display- 
ing a  whale's  penis  eight-and-a-half 
feet  long. 

As  it  happened,  my  wife  and  I  had 
something  important  to  contribute 


to  the  Nantucket  dildo  discussion. 
Seventeen  years  ago,  we'd  bought  an 
old  house  in  the  island's  historic  dis- 
trict. All  the  fireplaces  had  been 
closed  off,  so  we  hired  a  mason, 
Kevin  Thurston,  to  open  them  up 
and  install  dampers.  One  afternoon, 
when  we  came  by  to  check  his 
progress,  Kevin  greeted  us  with  a  pe- 
culiar expression  on  his  face.  "I  found 
these  on  the  damper  ledge  of  the 
middle-room  fireplace,"  he  said. 
Blushing,  he  handed  us  an  assort- 
ment of  strange  objects. 

There  was  a  little  green  bottle — 
a  laudanum  vial,  it  later  turned  out. 
There  was  a  man's  shirt  collar  and  a 
pipe.  There  was  a  stack  of  scorched 
letters  from  James  Coffin,  a  captain 
in  the  navy,  begging  his  wife's  for- 
giveness for  some  unnamed  scandal 
he  had  brought  upon  the  family. 
And  there  was  an  eight-inch  home- 
made plaster  dildo.  Somewhat  sooty, 
it  was  very  realistic,  well-propor- 
tioned, with  a  pink  tip  and  a  hole 
running  through  the  center  from 
fore  to  aft  (an  innovation  subse- 
quently lost  to  the  dildo  maker's  art, 
it  seems,  probably  during  mecha- 
nization). To  see  that  dildo  was  to 
feel  a  sudden  and  unexpected  kin- 
ship with  generations  long  gone, 
to  be  overwhelmed  by  a  sense  of 
shared  humanity. 

"My  God,"  I  thought.  "They  were 
people,  too." 

My  wife  and  I  tried  to  imagine 
how  those  articles  came  to  be  in  that 
chimney,  and  of  course  I  liked  my 
theory  best.  "Here's  the  scenario,"  I 
said.  "When  Captain  Coffin  died  of 
a  broken  heart,  Mrs.  Coffin  invited 
her  daughter  and  her  family  to  come 
share  the  house.  Mrs.  Coffin  grew 
very  old  and  was  moved  into  the 
middle  room,  along  with  her  be- 
longings, hidden  among  which  were 
the  items  we've  found.  Mrs.  Coffin 
was  a  bit  ashamed  of  several  of 
them — the  scandalous  letters,  the 
dope  bottle,  the  dildo — and  she  did- 
n't know  what  to  do  with  them.  She 
became  obsessed  with  the  fear  that 
she'd  die  and  her  daughter  would 


72  FORBES 


FY  I 


BOSS 

HUGO  BOSS 


BOSS  HUGO  BOSS  SHOPS 

Bal  Harbour  Shops; 

Century  City  (Fall  1997); 

Dallas  Galleria; 

The  Forum  Shops  at  Caesars; 

The  Mall  at  Short  Hills; 

The  Plaza  at  King  of  Prussia; 

Rodeo  Drive; 

South  Coast  Plaza; 

Washington,  D.C. 

BOSS  HUGO  BOSS  SHOP-IN-SHOPS 

Bigsby  &  Kruthers,  Chicago; 

Bloomingdale's,  New  York  City; 

Cedrics,  Edina; 

Garys  Newport  Beach; 

Macy's,  San  Francisco; 

Marios,  Seattle  (Fall  1997); 

Saks  Fifth  Avenue,  New  York  City 


find  these  mortifying  items 
in  her  bureau  drawer. 

"Mrs.  Coffin  got  more 
and  more  infirm,"  I  con- 
tinued, trying  to  hold  my 
wife's  attention,  "and  there 
came  the  day  when  they 
had  to  put  her  into  Our 
Island  Home.  The  home 
sent  over  a  carriage  to  take 
her  away.  When  it  arrived 
at  the  house,  the  daughter 
went  to  fetch  Mrs.  Coffin. 
She  tried  to  enter  her 
mother's  room,  but  she 
found  the  door  locked. 

"'Mother,'  the  daughter 
called.  'Why  is  this  door 
locked?  What  on  earth  are 
you  doing  in  there?' 

'"Just  a  moment,  dear,' 
Mrs.  Coffin  called  back. 
'I'll  be  right  out.' 

"In  a  panic,  she  went  to 
the  bureau  drawer  and  took  out  the 
relics  of  her  secret  life.  She  had  no 
idea  how  to  dispose  of  them.  She 
thought  of  throwing  them  in  the 
fireplace,  but  it  was  summer,  no  fire, 
and  plaster  doesn't  burn.  Then  she 
blindly  reached  up  into  the  chimney, 
found  the  ledge  that  in  these  old-time 
houses  was  often  used  as  a  hiding 
place  for  keys  and  coins,  and  shoved 
the  relics  up  onto  it.  She  rose, 
brushed  the  soot  from  her  fingers, 
unlocked  the  door  and  tottered  out  to 
the  carriage." 

"Interesting,"  my  wife  said  pa- 
tiently. 

"No,  wait,  here's  the  best  part.  As 
soon  as  Mrs.  Coffin  left,  her  daugh- 
ter said  to  her  husband,  Til  miss 
Mother  terribly.  But  now  we  can 
close  otf  these  nasty  old-fashioned 
fireplaces  she  liked  so  much.  Now  at 
last  we  can  have  nice  modern  coal- 
burning  stoves.'  Don't  you  see?  The 
fact  that  the  fireplaces  were  sealed 
saved  the  letters  and  the  collar  from 
being  burned;  they  just  were  singed 
by  heat  from  the  stove-pipe." 

"Very  plausible,  I'm  sure,"  my  wife 
said,  "but  what  are  we  going  to  do 
with  these  things?" 


Photos  were  taken.  There  were  no jokes.The  atmosphere 
was flawlessly  scholarly,  the  aura  of  dedication  palpable. 

I  said  I  thought  they  were  impor- 
tant historic  artifacts  and  therefore 
should  be  taken  to  the  Nantucket 
Historical  Association.  I  wrapped  the 
dildo  in  tissue  and  put  the  whole  col- 
lection in  a  Bloomingdale's  box  and, 
with  my  wife,  now  infected  by  grudg- 
ing curiosity,  went  down  to  the  asso- 
ciation's headquarters.  We  waited  in 
a  hall  full  of  whale's  skeletons,  har- 
poons and  other  whaling  parapher- 
nalia, and  finally  a  tall,  distin- 
guished-looking woman  with  tightly 
curled  white  hair  received  us.  She  lis- 
tened to  our  story  of  the  discovery, 
took  the  box  and  told  us  to  come 
back  in  two  weeks.  We  came  back  in 
two  weeks. 

"The  letters  are  important,"  she 
said.  "They  should  be  in  our  archives." 
Then  she  handed  back  the  box. 

I  opened  it.  Everything  but  the  let- 
ters was  still  there.  "What  about  the 
rest  of  this?"  I  asked.  I  pointed  to  the 
dildo.  "Don't  you  at  least  want  this?" 

"No,  thank  you,"  said  the  woman, 
her  face  set.  "We  have  lots  of  those." 
I  had  a  mental  picture  of  hundreds 
of  elegant  ivory  dildos  stacked  like 
cord-wood  in  the  association's 
vault... and  in  the  air  surrounding 


them,  a  ghostly,  gratified 
murmuring.  I  felt  a  bit 
foolish,  having  pushed  my 
workaday  plaster  model. 

Some  time  after  Edouard 
A.  Stackpole's  death,  I  read 
the  Philbrick  history  of 
Nantucket — it's  called  Away 
Off  Shore:  Nantucket  Island 
And  Its  People,  1602-1890 
and  was  published  by  Mill 
Hill  Press.  I  saw  the  end- 
note about  he's-at-homes 
and  called  Philbrick  up. 
We  had  lunch  at  The 
Brotherhood  of  Thieves, 
and  over  coff  ee  I  summoned 
the  courage  to  mention  our 
discovery. 

"You've  got  a  he's-at- 
horae?"  Philbrick  said, 
clearly  amazed. 

"Sure,"  I  said,  swelling 
with  pride  of  ownership, 
though  I  was  a  little  uneasy  about 
going  public  as  a  dildo  owner. 

"Can  I  see  it?"  he  asked,  surpris- 
ingly excited.  "Can  I  bring  a  few 
other  people?" 

Promptly  at  4:00  that  afternoon, 
Philbrick  and  three  Nantucket  his- 
tory mavens  appeared  at  my  door. 
One  of  them  was  Wes  Tiffney,  the 
fellow  who  claimed  to  have  seen 
Stackpole's  trove.  He  and  another 
man  were  carrying  large,  impressive 
cameras,  and  the  third  carried  a  tri- 
pod. I  could  tell  that  these  men  were 
in  no  mood  for  pleasantries,  so  I  took 
them  directly  to  the  dining  room. 
The  Bloomingdale's  box  was  on  the 
table.  "There  it  is,"  I  said.  No  one 
made  a  move,  so  I  opened  the  box 
and  unwrapped  the  dildo.  Jaws 
dropped.  One  sensed  that  if  there 
were  doubters  among  them,  they 
were  instantly  converted.  "May  I. . .?" 
asked  one  of  them,  Charley  Walters, 
and  I  handed  him  the  he's-at-home. 
He  studied  it  closely  and  hefted  it. 
Then  Bud  Egan  and  Wes  Tiffney  in 
turn  did  the  same. 

Walters  carried  it  into  the  living 
room,  as  solemnly  as  the  bearer  of  the 
mace  at  a  coronation,  and  placed  it  on 
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our  settee;  the  claret-colored  velvet, 
he  said,  was  the  ideal  background  for 
photos.  Calipers  were  used  to  gauge 
its  diameter,  and  a  steel  ruler  was  put 
alongside  it  on  the  velvet  to  indicate 
length  in  the  photos.  For  one  silly 
minute  I  wondered  if  they  hoped 
that  with  their  measurements  they'd 
be  able  to  identify  the  whaler  en- 
dowed with  the  prototype. 

Light-meters  were  held  out  to  the 
dildo,  then  photos  were  taken. 
There  were  no  coarse  jokes.  The  at- 
mosphere was  flawlessly  scholarly, 
the  aura  of  dedication  palpable. 

"Why  all  the  fuss  over  just  one 
he's-at-home?"  I  asked  Philbrick 
when  the  others  had  left.  "The  lady 
at  the  Historical  Association  told  me 
they  have  lots  of  them." 

Philbrick  laughed.  "Take  my 
word  for  it,"  he  said.  "There  are 
no  he's-at-homes  in  the  Historical 
Association.  This  is  the  only  surviv- 
ing specimen  any  of  us  knows  of." 

"But  the  lady...." 

"Perhaps  the  lady  was  flustered." 

I  felt  vindicated.  My  humble 
dildo,  spurned  so  frostily,  was  a  his- 
torical treasure  after  all,  the  only 
known  artifact  of  its  kind  on  the  is- 
land, highly  pertinent  to  the  annals 
of  Nantucket  women  of  the  whaling 
period,  who  were  famous  for  their 
self-reliance.  It  explained  so  much. 

Ever  since  my  lunch  with  Phil- 
brick, I've  been  sitting  around  wait- 
ing for  a  revisionist  to  take  over 
at  the  Historical  Association  and 
summon  my  he's-at-home  to  a  place 
of  honor  in  the  permanent  collec- 
tion. Of  course  I'll  donate  the  thing 
itself,  but  could  I,  I've  wondered,  ask 
for  a  small  percentage  when  they 
sell  reproductions  in  the  museum 
gift  shop? 

But  I  can't  wait  much  longer. 
What  if  I  should  get  hit  by  a  car 
and  my  executor  should  find  this 
Bloomingdale's  box  in  my  bureau 
drawer?  • 

Tom  Congdon  ,  formerly  a  book 
editor  and  publisher  in  New  York,  now 
writes  and  edits  from  Nantucket. 
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Canon 
ELPH 

299 


I  pure  original  -  the  world's  smallest  and  most  elegant 
i  oom  camera  with  a  24-48mm  2x  power  zoom  lens,  all 
t he  amazing  features  of  Advanced  Photo  System  tech- 
nology, Hybrid  Autofocus  and  sophisticated  flash 
iiptions.  Also  available  Infrared  Remote  Control. 


299 


MIIMOX  EC  Spy  Camera 

IVhile  it's  not  much  bigger  than  your  thumb  and  weighs  only 
ii8g  (incl.  of  battery  and  film),  it  boasts  o  4  element  lens 
hat  can  focus  to  on  amazing  8",  and  auto  exposure.  Made 
n  Germany.  Minox  film  and  developing  mailers  available. 


KOMgri 

489 

\  compad  with  auto  flash,  auto  exposure,  aperture  priority 
I  md  a  28mm  f2.8  multi-coated  lens,  on  par  with  most  SLRs. 


Qollei 


i  compact  with  a  host  of  powerful  features: 
ligh-grade  Schneider-Kreuznach  Variogon  28-90mm  zoom 
/ith  step  zoom  functions,  active  infrared  autofocus  w/focus 
ock  &  outo  macro,  auto  exposure  control  and  more! 


Endeavor 
4000  SL 

479 


his  cool  looking  Advanced  Photo  System  camera  gives  you 
oads  of  picture  taking  freedom,  25- 100mm  zoom  lens 
4xZoom),  multi  programmed  auto  flash,  TTL  phase  detec 
ion  auto  focus,  red-eye  reduction,  and  more!  Strap,  batter- 
es,  remote  controller  and  film  included. 

I 


KOnica  Q-Mini  QM-3501  Digital  Camera  .  .  $599 

Super  compact,  with  built-in  flash,  delivers  super  sharp  images  with  350,000  pixels  and  a  bright  F2.8  lens,  the 
1 .8"  color  built-in  LCD  monitor  displays  your  pictures  clearly  at  640x480  dpi.  Best  of  all,  Q-mini  offers  a  super- 
convenient  way  to  store  and  transfer  images:  a  new  Compad  Flash  card  holds  up  to  47  images,  then  just  plug  in 
the  cable  and  you  can  view  your  pictures  on  TVor  upload  to  a  computer. 


Nikon  N70  with  35-80mm 

Wide  Angle  Zoom  Lens 


*679 


Features  the  world's  1st  built-in  30  Multi-Sensor  Balanced  Fill-Flash  for  the  world's  greatest  pictures 

•  five  exposure  control  modes  and  three  metering  systems  built-in 

•  fast  autofocus  with  quiet  operation 

•  compact,  lightweight  body 


1569 


CONTAX  G2   

All  the  features  of  the  Gl  plus  four  frames  per  second  integrated  motor  drive,  top  shutter  speeds  of  up  to 
]  / 6000  sec,  X  synch  at  1  /200  sec,  an  extended  baseline  autofocus  system  and  six  awesome  Carl  Zeiss  P 
lenses.  Flash  optional.  Carl  Zeiss  Planar  T*45mm  f 2.0  lens  S339.  Contax  G2  Body. 


/GEedl.  MINOLTA  Vectis  SI  Kit  .  .  .   s449 

An  ultra-compact,  interchangeable  lens  camera  in  Minolta's  Advanced  Photo  System  with  high  image  quality 
and  Splash-Proof  construction.  Kit  includes  28-56  zoom  lens  (shown)  plus  (1)  roll  of  15  exp.  color  negative 
film  and  (2)  CR2  lithium  batteries. 


^^145 


Zoom 


299 


A  high-power  38- 145mm  compact  zoom  camera  with  Schneider  Varioplan  lens  for  those  who  seek  the  best 
quality  and  performance. 
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PENTAX  IQ  115m   

Features  35mm  ultra  compact  full-flat  body  design,  a  powerful  38  11 5mm  zoom  lens,  passive  5-point 
autofocus  system,  auto  backlight  compensation,  auto  flash  with  red-eye  reduction,  mid-roll  panorama 
switching,  electronic  self-timer  and  more! 


esmus/reoms 


1 36  W.  32nd  St.,  NYC    2 1 2-564- 1 600 

(across  from  Penn  Station) 

50  E.  42nd  St.,  NYC    2 1 2-68 1  -7844 

(across  from  Grand  Central  Station) 

CORPORATE  ACCOUNTS  WELCOME 
Please  contact  Nathan  @  1-800-229-8999 

Next  Day  shipping  available 

Hi!      We  warmly  accept  the  American  Express  card 
Wiltoughby's  is  a  registered  trademark  of  Douek  Holdings  Ltd. 


Panasonic  PV-DV710 
Digital  Camcorder 


1999 


DV  is  a  revolutionary  format  that  is  capable  of  500  lines  of 
horizontal  resolution,  which  surpasses  that  of  a  live  TV 
broadcast  by  50%  and  can  record  CD  quality  audio  on  a 
miniature  cassette  (1/1 2th  the  size  of  a  standard  VHS  tape) 
—  all  in  a  product  that  can  be  held  securely  in  your  hand. 


SURGEON  GENERAL  -  iNG:  Smoking 
Causes  Lung  Cancei.  ose, 
Emphysema,  And  May  Comj. .  'regnancy. 


12.0  mg.  "tar",  1.0  mg.  nicotine 
av.  per  cigarette  by  FTC  method 


(stunt  man) 


The  Bluff InThe  Buff 


By  Geoffrey  Norman 


Naked  rock  climbing  in 
New  York  state's  Gunks 
has  long  been  great  fun. 
But  there  was  often  more 
to  it  than  met  the  eye 

It  is  always  stirring,  for  me,  going 
back  to  the  Gunks.  I'm  a  sub-average  rock 
climber  who  came  to  the  sport  late  in  life 
(as  a  stunt,  when  I  turned  50),  and  the 
Gunks — short  for  Shawangunks — are  an 
anomaly  in  that  they  are  both  kind  to 
novice  climbers  and  challenging  to  experts. 
If  they  were  a  golf  course,  the  Gunks 
would  be  congenial  to  both  hackers  and 
touring  pros.  I  can  feel  like  a  real  climber 
in  the  Gunks,  and  I  can  make  moves  there 
that  are  at  the  absolute  limit  of  my  ability. 

Also,  I  can  get  to  the  Gunks  without 
having  to  take  two  weeks  off  from  work 
and  cashing  in  all  my  frequent-flier  miles. 
The  Gunks  are  only  90  miles  from  New 
York,  just  outside  of  New  Paltz.  On  a 
clear  day,  you  can  see  the  white  face  of  the 
300-foot  quartz  cliffs  from  the  New  York 
State  Thruway  or  from  the  Amtrak  trains 
that  run  between  Albany  and  Penn  Sta- 
tion. I  have  often  studied  their  hard,  an- 
gular profile  wistfully  on  my  way  between 
the  city  and  my  home  in  southern  Ver- 
mont, thinking,  as  the  bumper  sticker 
says,  that  I  would  rather  be  climbing — 
even  if  I  was  doing  it  badly. 

And,  finally,  there  is  something  else 
about  the  Gunks.  They  have  a  history  that 
is  dear  to  anyone  who  appreciates  stunts. 
People  who  believe  in  UFOs  make  pil- 
grimages to  Roswell,  New  Mexico.  People 


who  appreciate  stunts  go  to  the  Gunks. 
This  requires  some  explanation. 

Rock  climbing,  in  its  pure  form,  is 
something  of  stunt.  Grown-up 
people  climb  sheer  rock  walls  for 
the  same  reasons  that  kids  climb 
trees.  For  the  thrill  of  it.  Because  it  seems 
like  a  good  idea  at  the  time  and  you  want  to 


Between  a  rock  and  a 
hard  place:  Dick 
Williams  climbing 
Shockleys  Ceiling  stark- 
ers.  He  pulled  the 
stunt  first  in  1963,  then 
again  20 years  later. 
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see  if  you  can.  Because  you  can't  resist 
scaring  yourself  a  little.  The  source  of 
the  impulse  is  pure  and  impractical 
but  easily  corrupted.  This  is  an  age 
when  we  try  to  make  serious  things, 
like  religion  and  education,  fun  by 
bringing  banjos  into  the  church  and 
comic  books  into  the  classroom.  At 
the  same  time,  we  turn  the  fun  things 
grimly  serious.  The  soundtrack  for 
the  U.S.  Open  was  something  out  of 


Wagner.  A  golf  tournament! 

Many  things  that  used  to  be  fun 
have  been  made  grim  by  some  com- 
bination of  avarice  and  puritanism — 
the  suspicion  that  nothing  should  be 
done  for  its  own  sake  and  the  sheer 
hell  of  it.  There  has  to  be  a  dollar 
somewhere,  or  some  measurable  goal, 
some  sense  that  you  will  be  better  for 
the  experience. 

Rock  music  used  to  be  fun,  but 
now  it's  just  big  noise  and  big  money. 
Climbing  used  to  be  fun,  too,  but  as 
anyone  who  has  read  Jon  Krakauer's 
Into  Thin  Air  knows,  it  is  increasingly 
about  money,  celebrity  and  exhibi- 
tionism. Edmund  Hillary  (or  was  it 
George  Mallory?)  said  he  climbed 
Everest  because  it  was  there,  which  is 
another  way  of  saying  he  did  it  for  the 
hell  of  it.  Now  it  is  for  the  money. 
Or,  worse,  the  (fleeting)  celebrity  and 
the  little  narcissistic  kick  in  the  pants 
it  gives  you. 

The  old  scowling  puritan  is  lurk- 
ing everywhere,  always  trying  to  spoil 
the  fun.  Stunts  are  a  way  of  keeping 
the  puritan  at  bay.  I  was  skiing  ai  n 
of  the  stuffy  Eastern  resorts  one  day, 
surrounded  by  people  of  low  inter- 
mediate ability  who  had  plainly  put 
more  thought  into  their  outfits  than 
their  technique.  Then,  down  through 
a  mogul  field  came  a  very  good  skier 
taking  the  bumps  with  absolute  ease 


and  wearing  a  gorilla  suit.  It  made, 
shall  we  say,  a  statement — like  the 
members  of  the  Dangerous  Sports 
Club  who  attached  skis  to  a  grand 
piano  and  went  down  one  of  the  ex- 
pert trails  wearing  tails  and  playing  a 
piece  by  Chopin.  "That,"  I  thought 
when  I  first  read  Tim  Cahill's  ac- 
count of  the  stunt,  "is  inspired." 

So  on  my  first  trip  to  the  Gunks, 
with  a  man  who  had  climbed  Everest 


(indeed,  the  fabled  Seven  Summits), 
I  was  curious  when  he  started  talking 
about  the  great  old  days  of  a  leg- 
endary group  of  climbers  who  called 
themselves  "The  Vulgarians." 

We  had  just  come  up  "High  Ex- 
posure," one  of  the  classic  Gunk  routes 
that  takes  the  climber  out  over  a  wide 
buttress  in  the  cliff  and  leaves  him 
hanging  over  what  could  be  a  fall  of 
a  couple  of  hundred  feet.  Climbers 
call  this  "exposure";  hence  the  name 
of  the  climb.  It's  a  piece  of  cake  for 
any  good  young  climber  today,  but  I 
was  feeling  pretty  pleased  with  myself 
for  making  it.  Perhaps  I  felt  like  I  had 
been  through  a  rite  of  some  sort  and 
belonged  to  the  tradition;  but  for 
whatever  reason,  I  was  interested  in 
those  stories  about  the  old  days. 

The  Vulgarians,  my  companion 
told  me,  had  been  a  group  of  free 
spirits.  Great  climbers,  all  of  them, 
who  caught  the  early  wave  of  enthu- 
siasm for  the  sport  and  pioneered 
many  of  the  most  spectacular  climbs 
in  the  Gunks. 

This  was  in  the  '60s,  and  we  all 
know  what  those  times  were  about. 
Ken  Kesey  probably  would  have 
been  a  Vulgarian  if  he'd  been  a  rock 
climber. 

I  he  group  didn't  have  a  motto 
that  anyone  remembers,  but  it  if 
had,  then  it  might  easily  have  been 


"Further,"  or,  better,  "Higher." 

"They  loved  to  climb  and  they 
loved  to  party,"  my  companion  told 
me.  "They  would  stay  up  all  night, 
partying,  and  then  they  would  come 
out  in  the  morning  and  do  these  in- 
credible, beautiful  climbs  that  nobody 
ever  even  thought  of  doing,  and  they 
would  do  them  with  style,  you  know? 
Aplomb,'  I  guess,  is  the  word. 

"Then,  after  one  of  them  had  done 
some  really  hard  new  climb  that  ev- 
erybody thought  couldn't  be  done, 
they  would  give  the  new  route  some 
kind  of  wild  name.  You  can  look  in  the 
guidebook  and  see  right  away  which 
climbs  were  their  first  ascents." 

He  took  his  guidebook  out  of  his 
pack  and  flipped  through  the  pages. 
"Here's  one  that  has  to  be  a  Vulgar- 
ian route,  'Drunkard's  Delight.' 

"Or  'Tough  Shift.' 

"The  Vulgarians  were  mostly  from 
New  York  City,  and  didn't  belong  to 
the  Appalachian  Mountain  Club,  the 
old  stuffy  climbing  fraternity,"  my 
companion  went  on.  "The  Vulgarians 
called  them  Appies,'  and  they  were 
the  enemy.  Very  stiff  and  proper, 
and,  besides,  they  took  it  on  them- 
selves to  regulate  climbing  in  the 
Gunks.  'To  make  it  safe,'  they  said, 
but  it  was  just  the  usual  sort  of  take- 
over by  a  bunch  of  stuffy  priests.  The 
Vulgarians  weren't  having  any." 

In  a  short  struggle,  it  seems,  the 
Vulgarians  prevailed.  They  were  the 
better  climbers,  and  the  spirit  of  the 
age  was  with  them.  "These  days,"  my 
companion  said,  "it's  like  the  Appies 
have  returned.  Lots  of  climbers  but 
not  much  fun.  Not  much  style." 

Later,  I  was  back  and  climbing 
with  a  well-known  local  guide  named 
Jim  Munson.  I  told  him  I'd  like  to  do 
the  route  that  you  can  see  from  the 
hairpin  turn  in  the  highway  that  runs 
along  the  base  of  the  cliff.  (Legend 
has  it  that  this  is  where  Bob  Dylan 
lost  it  and  nearly  killed  himself  on  his 
motorcycle.)  Somebody  had  told  me 
that  it  was  a  climb  you  needed  to 
make  if  you  were  ever  going  to  be  a 
true  Gunks  climber.  Slim  chance  of 
that,  but  I  wanted  to  make  the  climb 


"[ The  Vulgarians]  loved  to  climb  and  they  loved  to  party. . . 

They  would  stay  up  all  night,  then  in  the  morning  do 
all  of  these  incredible,  beautiful  climbs  that  nobody  ever  even 

thought  of  doing,  and  they  would  do  them  with  style. " 
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Or  belts,  for  that  matter.  On  one  hand,  you  have  the  ordinary, 
run-of-the-.mill,  easy  way  of  doing  things.  On  the  other,  you 
have  the  meticulous,  detail-oriented,  hand-crafted  approach. 

COOKIE  CUTTERS: 

These  are  examples  of  the  latter.  Shoes  and  accessories 
complete  with  all  the  nuances  and  subtleties  that  couldn't 

GOOD  FOR  COOKIES. 
LOUSY  FOR  SHOES. 

•  •  • 
be  reproduced  by  a  machine  if  its  microprocessor  depended 


on  it.  If  this  sounds  appealing,  we  encourage  you  to  give  us 


a  try.  Then  prepare  to  b  e  com  p  li  m  e  nted  on  your  good  taste. 


COLE  HAAN 


Stand  for  something. 


The  Miazzo  slip-on  and  the  Breslin  belt.  For  details,  call  1-800-201-8001. 


anyway.  Which  I  did  with  Munson's 
patient  coaching. 

When  we'd  finished  and  had  rap- 
pelled  back  down  to  the  base  of  the 
cliff  for  lunch,  Munson  said,  "Good 
work.  Next  time  you  can  do  it  naked." 

"Sure." 

"It's  a  Gunks  tradition,"  he  said. 
"Come  on." 

"Absolutely.  You  mean  you  haven't 
seen  that  poster  of  Dick  Williams  in 
Rock  and  Snow?"  I  knew  from  the 
guidebooks  (which  he  wrote)  that 


Dick  Williams  was  one  of  the  Vul- 
garians and  a  legendary  Gunks  climb- 
er. He  was  an  owner  of  Rock  and 
Snow,  a  store  in  New  Paltz  that  sold 
climbing  gear. 

"Never  noticed  it,"  I  said. 

"Check  it  out,"  Munson  said.  "It's 
a  great  story." 

So  that  afternoon,  when  we  had 
finished  climbing  for  the  day,  I  went 
into  Rock  and  Snow  to  look  for  the 
poster.  It  was  no  longer  on  the  wall. 
I  asked  for  Dick  Williams  (a  little 


nervously)  and  was  told  he  was  out. 

But  I  liked  the  image  of  somebody 
going  up  Shockley's  in  the  raw. 

(The  route  was  named  by  William 
Shockley,  who  first  climbed  it,  and 
who  also  won  a  Nobel  Prize  in  phys- 
ics before  becoming  something  of  a 
crackpot  who  made  the  campus  lec- 
ture circuit  saying  inflammatory  things 
about  race.) 

So  before  I  made  my  next  trip  to  the 
Gunks,  I  called  ahead  and  spoke  to 
Williams,  who  agreed  to  meet  me  at 
the  store  and  tell  me  about  the  climb. 

In  the  morning,  before  Rock  and 
Snow  opened,  I  climbed  a  route  called 
"Frog's  Head"  with  an  able  young 
guide  from  EMS  named  Pete  Hovl- 
ing.  We  were  at  the  top,  admiring  the 
view  of  the  restful  valley  below,  and 
the  subject  of  Williams  came  up. 

"Yeah,  I  see  him  all  the  time  up 
here,"  Hovling  said.  "He's  still  going 
strong.  You  heard  about  how  he  did 
Shockley's  nude?" 

"Yes,"  I  said. 

"That  was  great,  wasn't  it?" 

"Sure  was,"  I  said. 

"You  know,  a  couple  of  years  ago, 
my  girlfriend  and  I  did  High  Ex- 
posure like  that,  late  one  afternoon, 
just  to  see  what  it  was  like.  We  fig- 
ured nobody  would  be  around.  I  was 
at  the  top,  belaying  her,  and  this  guy 
comes  walking  along  looking  for 
a  place  to  rappel  down.  I'm  sitting 
down  so  he  can't  really  see  I  don't 
have  any  clothes  on.  He  says,  'Is  this 
High  Exposure?'  and  I  just  about 
stood  up  and  said,  'No,  this  is  In- 
decent Exposure.'" 

That  afternoon,  after  lunch 
I  met  Dick  Williams,  and 
we  talked  on  the  sidewalk 
outside  his  store. 
I  asked  him  about  the  famous  climb. 
"Well,  it  was  on  a  dare,  of  course. 
Back  in  '63  (his  guidebook  says  '65), 
when  we  were  doing  lots  of  stuff  like 
that.  I  went  with  two  other  guys.  It 
was  a  cold  day  and  overcast.  Good  for 
pictures  but  not  too  comfortable.  We 
started  out  bare-assed,  over  the  hair- 
pin, with  a  pretty  good  audience,  and 


Now  s  the  perfect  lime  for  a  little 

BUBBLY. 


HOLIDAY 

Six  luxurious  nights 
with  a  sumptuous 
breakfast  daily 
(or  one  relaxing  rate. 


Escape  to  a  place  where  no  one  will  find  you. 
Lscape  to  any  one  ol  our  V.)  remarkable 
Luxury  Collection  hotels  in  20  countries 
and  spoil  yourself  with  our  "Holid  ay  program. 
Whet  her  you  re  in  Vienna  at  the  I  tolel  Imperial, 
iuenos  Aires  nl  the  1'arh  lower,  or  perhaps  in  Seville  »1  ih 
Hotel  All  onso  XIII;  you  can  immerse  yourseli  in  Luxury. 
Fur  A  I  &T  cardmembers,  a  complimentary  welcome  gift 
is  yours  when  you  check  in.  Simply  show  your 

AT&T  (  filing  Card.  You'll  he  assured  *lg 
of  fnsl,  clear  connections  w  ben  you  call  borne  using 
ATVI   1),  red    Service,    lo  hml  out  more  nhoul 
1  loliday   ana  all  our  other  special  programs, 
call  your  travel  professional  or  I  88S  713-2240. 


The  Luxury  l  r 


Williams'  stunt  was  sublime.  ..a  statement  of  true  style,  as 
opposed  to  the  kind  you  buy  out  of  a  catalogue. 


I  led  the  overhang  pitch  near  the  top. 
There  were  some  guys  who  were  sup- 
posed to  meet  us  at  the  top  with  our 
clothes,  but  they  weren't  there,  so  we 
had  to  walk  down  bare-assed,  too, 
which  wasn't  as  much  fun." 

He  is  a  compact  man  with  a  serene 
manner.  But  like  most  serious  climb- 
ers, he  has  very  intense  eyes.  They 
seemed  very  lively,  almost  merry,  as 
he  told  the  story. 

"It  was  just  one  of  the  things  we 
did  back  then.  We  were  always  doing 
things  like  that.  Of  course,  I  did  the 
climb  again,  20  years  later." 

"Naked?" 

"Sure.  To  commemorate  the  first 
climb." 

Williams  then  talked  a  little  about 
the  old  days  and  the  new.  "I  still  climb. 
Almost  every  day.  Sometimes  I  get 
depressed  by  what  I  see.  Lots  of 
climbers  who  are  out  for  exercise  and 


to  show  off.  They  don't  look  like 
they're  having  any  fun,  and  they  don't 
care  about  style." 

That,  I  thought,  is  what  made 
Williams'  stunt  so  sublime.  It  was  a 
statement  of  true  style,  as  opposed  to 
the  kind  you  buy  out  of  a  catalogue, 
invented  by  some  product  designer 
who  doesn't  know  anything  about 
the  sport  and  then  modeled  by  some 
beauty  who  knows  even  less.  For  a 
while,  people  took  up  various  sports 
so  they  could  wear  the  outfits.  Now, 
they  don't  even  bother  with  the 
sport;  they  just  buy  the  clothes  to 
make  the  statement. 

Going  up  Shockley's  in  the  buff 
was,  paradoxically,  not  really  exhibi- 
tionism but  a  parody  of  exhibitionism, 
of  the  kind  of  spirit  that  makes  the 
outfit  and  the  gear  and  the  rating  of 
the  climb  more  important  than  the 
enjoyment — the  fun — of  it.  That  as- 


cent stripped — literally — climbing  to 
its  essentials:  rope,  shoes,  carabiners 
and  other  protection  and,  most  im- 
portant, the  climber's  own  blithe  spirit. 

It's  a  shame  that  the  picture  isn't 
still  on  the  wall  at  Rock  and  Snow.  It 
ought  to  be  everywhere. 

"Well,  there's  still  hope,"  I  said  to 
Williams,  and  told  him  about  my 
guide  and  his  climb  of  High  Exposure. 

"No  kidding,"  he  said  and  laughed. 
'Well,  that's  great.  Maybe  the  old  Vul- 
garian spirit  is  still  alive  after  all."  • 


Gunk-Ho! 

The  Gunks  climbing  season  runs 
spring  to  fall.  For  info  on  guides  and 
,  equipment:  Rock  and  Snow, 
914-255-1311.  For  guided  climbs: 
Eastern  Mountain  Sports, 
800-310-4504;  Mountain  Skills,  914- 
687-9643.  For  Dick  Williams' 
books — The  Gunks  Select 
and  Shawano  unk  Rock  Climbs — 
call  Rock  and  Snow. 


1898  -  Teddy  Roosevelt  the  Rough  Riders  and  fine  cigdrs 


First  Encounters 
By  Davidoff 


The  Rough  Riders  were  a 
highly  unusual  group  of  men: 
ex-cowboys,  western  bad  men 
and  ivy  league  graduates.  Teddy 
was  a  leader  who  had  ordered 
uniforms  from  Brooks  Brothers. 

Late  one  afternoon  after  a 
hard  day  of  riding  in  Santiago. 
Teddy  and  the  boys  stood  on 
a  lush  ridge  and  enjoyed  a  brief 
respite  with  a  few  great  cigars. 
After  all,  disappearing  into  a 
cloud  of  smoke  is  what 
becomes  a  legend  most. 
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Bedtime  For  Garbanzo 


By  Allison  Moir 


There's  still  plenty  to  do 
this  fall  and  winter  while 
your  garden  hibernates 

"No  more  zucchini!"  we  said,  begging. 

In  the  autumn,  family  dinners  were 
"celebrations"  of  the  bounty  of  my  moth- 
er's vast  garden.  I  remember  her  once  glee- 
fully cradling  a  baseball-bat-sized  zucchini 
in  her  arms;  she  had  found  it  hidden  be- 
neath the  squash's  huge  leaves.  What  fol- 
lowed this  discovery  of  the  rubbery,  taste- 
less beast  were  dinners  of  sauteed  zucchini, 
stuffed  zucchini,  zucchini  puree,  zucchini 
bread.  Then  the  first  frost  hit,  and  toma- 
toes, clinging  to  the  dying,  desiccating 
vines,  soon  became  piccalilli  and  green 
tomato  pickle — jars  and  jars  of  the  spicy, 
zesty  condiments. 

In  addition  to  sharing  this  horn  of  plenty 
with  her  ungrateful  children,  my  mother's 
autumn  days  have  traditionally  been  filled 
with  planting,  cutting  back,  dividing,  rak- 
ing, storing,  cleaning.  For  her,  the  cooler 
months  are  for  battening  down  the  hatches 
of  her  garden  for  the  winter. 

There's  much  to  be  done,  as  every  gar- 
dener knows.  So  herewith,  a  few  fall  garden 
tips,  reaped  from  the  experts  of  the  fields. 

When  garden  catalogues  hawk  French 
wheelbarrows  for  $159  and  English  heirloom 
spading  forks  for  $58,  a  well-equipped  tool- 
shed  begins  to  approach  the  cost  of  a  stable 
of  polo  ponies.  It's  important,  then,  to  pay 
these  tools  some  heed.  "If  you  let  your  tools 
rust  and  let  the  wood  steadily  deteriorate, 
you'll  get  a  very  short  life  out  of  them,"  says 


Bob  Denman,  owner 
of  Denman  &  Company,  a  mail- 
order garden  tool  company  and  custom 
toolmaker  in  Placentia,  California.  "And  the 
cheaper  the  tools,  the  more  important  it  is 
to  take  care  of  them."  A  task  as  fun  as  clean- 
ing the  gutters,  right?  Cleanup  shouldn't 
take  more  than  four  hours,  says  Denman, 
since  most  gardeners  own  about  a  dozen 
tools.  Phew. 

Wooden  handles.  As  tools  age,  the  shiny 
varnish  chips  off,  the  wood  dries  out  and  the 
grain  raises  and  separates,  weakening  the 
implement.  Also,  you  get  sprinters.  Now  you 
have  two  choices.  First,  spend  next  spring 
soaking  in  soapy  water  and  impaling  your 
skin  with  sharpened  tweezers.  Second,  take 
Denman's  advice.  Sand  off  the  remaining 
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Power  Tool. 
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The  more  your  employees  travel,  the 
more  you  need  the  Air  Travel  Card.  It 
gives  you  the  power  to  control  costs  and 
manage  your  travel  expenses.  It  also 
plugs  you  into  direct,  centralized  billing 
that  can  be  customized  to  work  with  your 
internal  systetn,  which  saves  you  money 
and  time  during  reconciliation.  And  with 
no  annual  fees  or  per  card  charges,  and 
no-cost  automatic  travel  insurance,  it 
also  gives  you  the  power  to  cut  costs. 
To  find  out  more  about  The  Ultimate 
Corporate  Payment  System?"  call  us  today. 

I  you  need  to  know. 


2  2  2-4688  or  202-626-4225 
'/air-travel-card,  com 


In  winter,  think  of  your  garden 
as  a  sculptural  piece. 

varnish  and  nicks  in  the  wood  with 
fine-grit  sandpaper.  Then,  with  a 
rag,  rub  on  a  coat  of  boiled  linseed  oil 
to  keep  the  surface  from  cracking. 

Metal  parts,  hoes,  shovels,  spades. 
Fancy-pants  garden  shops  and  cata- 
logues now  sell  tools  with  elegant 
green  paint  jobs.  After  a  couple  of 
digs,  however,  the  paint  chips  off  and 
the  tool  scours,  leaving  a  bright  metal 
sheen.  Come  winter,  that  exposed 
metal  rusts  easily.  So  Denman  sug- 
gests filing  the  edge  of  any  tool  that 
goes  into  the  ground  with  a  sharpen- 
ing stone.  Then,  with  a  wire  brush  or 
sandpaper,  scrape  off  any  remaining 
aesthetically  pleasing  green  paint, 
apply  primer  and  then  a  coat  of 
brightly  colored  paint — red,  orange, 
lilac,  cornflower... whatever  your 
fancy.  Not  only  will  your  tools  be 
protected,  but  no  longer  will  they 
disappear  in  the  green  grass. 

Pruning  shears,  hedge  shears,  lop- 
pers.  Underneath  the  black  sap  and 
goo  that  gums  up  these  tools,  rust 
erodes  the  metal.  Denman  suggests 
disassembling  the  tool,  soaking  it  in 
gun  oil  (such  as  Brake-Free  CLP, 
available  at  sporting  goods  stores), 
then  rubbing  it  down  with  steel  wool 
"to  get  all  that  crud  off."  Once  clean, 
apply  more  CLP.  In  two  hours,  the 
oil  will  "set"  and  protect  the  tools 
from  rust. 

Hold  the  phone!  Stop  the  presses! 
"There's  something  new  in  bulbs, 
and  there  hasn't  been  for  a  long 


time,"  says  Sharon  Kaszan,  the  Trials 
Garden  Manger  of  W.  Atlee  Burpee 
Seed  Co.,  the  mail-order  garden  cat- 
alogue which  sells  over  one  million 
bulbs  each  year. 

There's  a  new  tulip  in  town — 
stronger-stemmed,  bigger-bloom- 
ed, brighter-colored,  longer-lasting, 
tastes  great,  less  filling....  Bred  in 
Holland,  these  new  "tetraploid"  tulips 
with  four  sets  of  chromosomes  are 
modeled  after  the  classic-looking 
Giant  Darwin  and  have  massive  egg- 
cup  flowers.  "These  tetraploids  were 
a  standout  in  our  trials,"  says  Kaszan, 
"because  they  extend  the  tulip  season 
and  give  you  that  Giant  Darwin  look 
longer." 

This  fall  is  the  first  time  that 
tetraploid  tulips  are  available,  and 
bulbs  must  be  planted  now  for 
longer,  brighter,  bigger,  better  blos- 
soms next  spring.  (I.  V.  T.  Tulips.  Six 
bulbs  for  $j.  W.  Atlee  Burpee  Seed  Co., 
800-888-144J.) 

New  England  autumns  in  a  nut- 
shell:  brilliant  displays  of  orange,  red 
and  yellow  maple  leaves,  followed 
by  Saturday  mornings  of  leaf-raking. 
"Raking  is  really  necessary  to  keep 
grass  well-maintained  and  growing 
vigorously,"  says  Buzz  "The  Dirt  Gar- 
dener" Bertolero,  host  of  a  weekly 
call-in  garden  show  on  KNBR  radio 
in  San  Francisco.  "By  raking,  you're 
taking  some  of  the  excess  debris  off 
your  lawn  and  breaking  up  the  grass 
so  that  new  grasses  can  emerge."  You 
also  reduce  the  risk  of  fungus,  which 
creates  brown  spots  and  yellowing 
and  stunts  grass  growth. 

There  are  two  ways  to  rake  effi- 
ciently— the  right  way  and  Martha 
Stewart's  way.  The  self-proclaimed 
doyenne  of  housekeeping  and  gar- 
dening advocates  using  traditional 
moon-shaped  bamboo.  She's  wrong 
on  two  counts,  says  John  McGuire  of 
Flexrake  in  El  Monte,  California,  a 
manufacturer  of  garden  rakes  since 
1945.  (Flexrake  also  sells  iy  different 
styles  of  poop  scoops.  Go  figure.  800- 
266-4200.)  "The  prices  on  bamboo 
are  obscene,"  McGuire  says.  "And 


Multi-purpose  Tool. 


We  took  a  sharp  idea  and  expanded 
on  it.  Now  you  can  combine  the 
cost  control  of  the  Air  Travel  Card 
with  the  worldwide  acceptance  of  a 
corporate  MasterCard""  -  with  the 
new,  Corporate  Air  Travel  Card 
MasterCard.  With  it,  you  can  get 
customized,  centralized  billing  and 
concise  management  reports,  plus 
the  full  range  of  Master  Assist® 
Services.  In  other  words,  it's 
everything  you  need  to  keep  your 
corporate  travel  expenses  under 
control.  To  find  out  more,  call  us  today. 

All  you  need  to  know. 

1-800-222-4688 
202-626-4225 
http://air-travel-card.com 


why  wave  a  great,  big,  heavy  24-  or 
34-inch  rake  around  your  yard  when 
only  about  40%  of  the  teeth  actually 
hit  the  ground?"  McGuire  recom- 
mends plastic  polycarbonate  rakes  with 
light  aluminum  handles  and  teeth 
that  are  square  to  the  ground  to  finish 
off  this  blister-inducing,  bicep-bust- 
ing  job  faster. 

In  theory,  you've  been  taking 
notes  every  day  about  which  plants  to 
move,  trees  to  add,  perennials  to  di- 
vide. Now's  the  time  to  do  all  that. 
"In  the  fall,  you  create  the  structure  of 
the  garden  for  next  year,"  says  Julie 
Moir  Messervy,  author  of  Contemp- 
lative Gardens  and  The  Inward  Gar- 
den. "Once  you  finish  all  those  chores, 
enjoy  the  fruits  of  your  labors — not 
the  plants,  but  how  the  structure 
looks  and  what  the  bones  of  your  gar- 
den look  like." 

View  your  garden  in  the  fall  as  a 
piece  of  sculpture,  and  not  as  a  flower 
and  vegetable  factory.  Nothing  really 
blooms,  so  plants — which  are  fat  and 


full  due  to  summertime  fertilizing — 
become  interesting  shapes.  The  light, 
now  low,  crisp  and  dry,  backlights 
your  garden,  giving  it  a  different  look 
from  the  soft  light  of  spring  and  the 
bright  light  of  summer.  "You  can  re- 
ally see  the  structure  of  your  garden," 
says  Messervy.  "What  you're  missing, 
what  you've  got  too  much  of,  what 
pine  boughs  are  in  the  way  of  the 
view.  You  can  see  all  kinds  of  things 
because  there's  not  the  distraction  of 
a  million  textures." 

Once  there's  a  thin  veneer  of  snow 
on  the  ground,  your  garden  truly 
becomes  a  sculptural  piece.  "It's  a 
pure  form,"  says  Messervy.  'You  can 
almost  run  your  hands  over  it  in 
your  mind." 

Assuming  the  toolshed  has  been 
cleaned  and  the  bulbs  have  been 
planted,  it's  now  time  to  join  the 
rest  of  the  nation — at  your  computer. 
Off-season  gardeners  can  fire  up 
LandDesigner  3D  CD-ROM,  a  clean 
way  of  keeping  their  hands  in  the  dirt. 


Pop  the  LandDesigner  CD-ROM 
into  your  PC  and  lay  out  an  approx- 
imate design  for  your  property,  home 
and  gardens.  Add  pathways  and 
flower  beds,  the  pool  and  the  patio  to 
replicate  what  you  see  outside  your 
window.  Then  "plant"  different  trees, 
flowers  and  vegetables;  this  CD- 
ROM  has  a  2,000-plant  library.  Click 
on  the  "grow"  icon,  and  see  plants 
and  trees  "mature"  over  time.  "Walk 
through"  your  garden  in  three  di- 
mensions and  peruse  the  catalogue  of 
annuals,  perennials,  shrubs  and  bulbs 
from  the  famous  White  Flower  Farm 
in  Litchfield,  Connecticut.  One 
quibble:  the  screen  colors  are  a  tad 
vibrant — green  grass  appears  as  lime 
Astroturf,  pink  flowers  as  salmon. 
But  since  the  arrival  of  seed  cata- 
logues is  months  away,  a  computer- 
generated  surrogate  must  suffice. 

The  LandDesigner  CD-ROM  is 
sold  with  four  others — Print  Artist, 
Master  Cook,  Custom  Home  and 
Collier's  Encyclopedia.  For  PCs  only. 
(Sierra  On-Line.  #75.  800-j^j-jjoj.)  • 
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Mitchum  Remembered 


By  Daniel  Carpenter 


An  unlikely  Christmas 
visit  from  an  unfor- 
gettable Hollywood  star 

It  was  Christmas  1966.  A  Special  Forces 
camp  stuck  so  far  out  in  the  bush  that  ev- 
eryone seemed  to  have  forgotten  about  it. 
The  war  had  changed  from  counter  insur- 
gency to  search  and  destroy.  The  action  was 
with  the  First  Cav  and  the  Hundred  and 
First  and  the  Marines.  The  Green  Berets 
had  become  a  sideshow. 

Bob  Hope  was  going  to  be  in  Da  Nang; 
he  had  Ann-Margret  with  him.  There  were 
other  show-business  types  coming  over  to 
entertain  the  troops.  But  at  the  Special  Forces 
camp,  it  would  be  business  as  usual.  Maybe 
we'd  have  some  canned  turkey  and  what- 
ever music  someone  could  find  to  play  on  a 
PX  tape  machine. 

The  radio  operator  got  a  priority  a  cou- 
ple of  days  before  Christmas — a  long  mes- 
sage that  he  expected,  as  he  went  to  work 
breaking  the  code,  would  be  a  warning  to 
stay  especially  alert  during  the  Christmas 
truce.  But  the  first  words  of  the  message 
were  VIP  VISIT  YR  LOCATION. 

I  finished  breaking  the  message,  then  left 
the  communications  bunker  to  find  the 
team  leader. 

"Captain,"  I  said,  "we've  got  a  movie  star 
coming  to  see  us." 

"Wonderful,"  the  captain  said,  "just  what 
I  need."  If  a  movie  star  was  coming  to  visit, 
that  meant  the  brass  would  be  coming,  too. 
"When?" 

"Sixteen  hundred  tomorrow." 
"Christ  on  crutches,"  the  captain  said. 
They  never  told  him  about  this  in  Special 
Warfare  School.  Then,  almost  as  an  af- 


terthought, he  said,  "So  who  is  it?" 
"Robert  Mitchum." 

The  captain,  who  was  a  North  Carolina 
boy,  looked  up  and  smiled.  "No  shit. 
Robert  Mitchum.  You  ever  see  him  in 
Thunder  Road?" 

At  1600  THE  NEXT  DAY,  THE  CAMP  LOOK- 

ed  pretty  good,  considering.  The  Special 
Forces  troopers  all  wore  reasonably  new 
jungle  fatigues.  The  indigenous  personnel 
had  dressed  as  well.  The  message  had  not 


Robert  Mitchum:  not  the 
most  versatile  actor  to 
come  out  of  Hollywood — 
but  he  played  Robert 
Mitchum  flawlessly. 
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POWER  PEOPLE 


Why  There  Are  Too  Many  High-Power 
People  With  Low-Power  Smiles 


TIME.  We  barely  have  enough  of  it  to  brush 
our  teeth,  let  alone  perfect  them.  With  today 's 
business  and  family  obligations  demanding 
more  and  more  of  our  time,  we're  grateful  to 
make  it  to  the  dentist  for  our  "mandatory" 
twice-yearly  cleaning. 

Whether  you  are  aware  of  it  or  not,  your  smile  is  a 
very  important  calling  card,  helping  to  create  a  more  posi- 
tive first  impression.  Smiling  with  confidence  is  a  critical 
asset  in  just  about  any  business  situation.  You  just  can't 
afford  to  have  a  low-power  smile,  marred  with  crooked, 
worn  or  discolored  teeth. 

It  doesn't  take  as  much  time  or  money  as  you  think 
to  do  something  about  your  smile.  There  are  numerous 
breakthrough  oral  care  products  and  professional  proce- 
dures that  deliver  rapid,  painless  results  in  a  matter  of  days. 
Regardless  of  your  time-frame  or  budget,  it's  easy  to  attain 
a  high-power  smile.  No  more  excuses! 

There  are  two  types  of  "high-power"  solutions.  The 
first  are  Self-Starter  Solutions  you  can  do  for  yourself.  The 
second  are  Professional  Problem  Solvers  your  dentist  can 
do  for  you. 


AT-HOME 
PROBLEM  SOLVER  #1 


A  SAFE,  SIMPLE.  NO-FUSS  WAY  TO  WHITEN 
YOUR  TEETH  AT  HOME 

Have  your  pearly  whites  lost  their  pearly  white? 
Whiter  teeth  are  now  yours  by  simply  brushing  your  teeth 
twice  a  day  with  Rembrandt  Whitening  Toothpastes  or 
Rembrandt  Dazzling  White'".  Rembrandt's  patented  for- 
mula with  Citroxain™  can't  be  duplicated.  It  not  only 
restores  your  teeth  to  a  more  natural  white  color  -  lighten- 
ing the  color  by  about  two  shades*  -  its  lower  abrasive  for- 
mula also  removes  stains  and  plaque  that  can  cause  tooth 
decay  and  gingivitis.  It's  the  first  bleaching  gel  and  tooth- 
paste in  one  that  guarantees  whiter  teeth  up  to  five  shades 
in  four  weeks  or  less.  With  no  messy  mouth  tray  or  com- 
plicated application  process,  a  brilliant  smile  is  just 
brushings  away. 


Y        THF.  FIRST  BRUSII-IN,  AT-IIOMK 
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DAZZLING  WHITE 


Rembrandt  Dazzling  White  is  a  favorite  among  der 
tists.  It  is  clinically  proven  to  lighten,  brighten  and  whitei 
teeth  more  than  any  other  whitening  toothpaste  or  brush 
ing  gel.  Containing  fluoride,  Rembrandt  Dazzling  Whitl 
helps  fight  cavities  and  the  peroxide  ingredient  helps  pro! 
mote  healthy  teeth  and  gums.  The  breakthrough  formull 
also  helps  remove  the  build-up  of  plaque  and  the  bacteril 
that  cause  gingivitis.  Simply  use  it  like  your  regular  tooth 
paste  and,  voila,  in  less  that  a  month,  you'll  have  a  dazzlinj 
white  smile! 

Whiter  teeth  are  more  affordable  than  ever.  You' 
find  Rembrandt  Dazzling  White  at  your  local  retail  store. 


AT-HOME 
PROBLEM  SOLVER  #2 


BETTER  BREATH  BECAUSE 
OF  BETTER  PERFORMANCE 

Bad  breath  can  really  sour  a  deal.  Most  mouthrinsel 
contain  alcohol  that  will  not  only  leave  you  with  a  stinginj 
bite,  but  dry  mouth  that  can  contribute  to 
bad  breath.  Alcohol-free  Rembrandt  Mouth 
Refreshing  Rinse  has  been  clinically  proven 
to  reduce  bacteria  more  effectively  than 
other  leading  brands.  Rembrandt  Breath 
Freshener  is  also  alcohol-free  and  the  slim, 
elegant  1  oz.  bottle  fits  in  your  briefcase, 
desk  drawer  or  glove  compartment.  It  dis- 
penses as  a  spray  or  in  drops  for  a  quick 
burst  of  freshness. 


ADVERTISEMENT 


For  the  most  natural-looking  tooth  restorations,  ask  your  dentist  about  strong  ultra-thin  Cennate  "  Porcelain. 


DENTAL  PROFESSIONAL 
PROBLEM  SOLVER  #1: 


PROFESSIONAL  TOOTH  WHITENING 

Can't  remember  the  days  before  coffee?  Love  a  dark, 
red  Cabernet  with  your  pasta?  How  about  those  Havanas 
your  client  bestowed  upon  you?  Your  teeth  might  be  worse 
for  the  wear  with  stains  that  reveal  some  of  your  "forbid- 
den" pleasures.  If  you  are  looking  for  really  dramatic  tooth 
whitening  results,  you  should  ask  your  dentist  about 
Rembrandt  Accelerate"'.  No  other  professional  mouth- 
guard  tooth  whitening  system  gives  you  the  immediate 
gratification  of  the  whitest  teeth  possible  in  just  a  matter  of 
days.  I'se  11  less  than  sixty  min- 
Pfr^WWiiW^T^  utes  a  day  —  it's  worlds  apart 

^fcL-  from  many  professional  whiten- 

ing procedures  that  require 
many  hours  or  uncomfortable 
overnight  use.  The  great-tast- 
ing Rembrandt  Accelerate 
Bleaching  System  combines  a 
"jump  start"  procedure  done  in 
your  dentist's  office  with  an  hour- 
a-day  at-home  custom  mouth 
guard  bleaching  regimen.  In  less  than  a  week,  you're  done 
and  a  sensational  white  smile  is  yours.  Best  of  all,  the 
Rembrandt  Accelerate  procedure  is  monitored  by  your 
dentist,  insuring  a  safe  and  effective  result. 


Before  tooth  bleaching 


New  Rembrandt  Toothpaste  for  Canker  Sore  Sufferers  has 
been  clinically  proven  to  reduce  the  rate  of  canker  sore 
occurrences  by  over  80%*. 

'when  compared  to  a  leading  toothptUU  {Olttaittittt  Sodium  Lattryl  Sulfate 


DENTAL  PROFESSIONAL 
PROBLEM  SOLVER  #2: 


BANISH  WORN  TEETH 

Did  you  know  that  you  can  correct  most  of  your 
tooth  flaws  in  2  to  3  short  visits  to  your  dentist  with  no  shots 
or  pain?  Sounds  impossible,  but  it's  true  due  to  the  develop- 
ment of  state-of-the-art  porcelain  restoration  materials  used  to 
make  tooth  veneers.  For  the  most  natural-looking  tooth 
restorations,  ask  your  dentist  about  strong,  ultra-thin 
Rembrandt  Laminates  made  with  Cerinate™  Porcelain. 

Cerinate  Porcelain's  most  vital  asset  is  that  it  reduces  the 
need  for  your  dentist  to  shave  or  grind  down  your  tooth  for 
the  procedure.  In  other  words,  all  your  natural  teeth  remain 
intact.  More  importantly  -  no  pain! 

Not  all  porcelains  are  alike  —  most  others  require  more 
tooth  reduction,  which  requires  anesthesia.  Not  Cerinate  -  no 
pain,  no  shots.  Rembrandt's  Cerinate  Porcelain  restorations 
are  perfectly  matched  to  your  tooth  structure  and  color  for  the 
most  natural  look  possible. 

The  Cerinate  Laboratory  offers  the  Cerinate  Imaging 
Service  which  will  create  and  print  an  artist's  conception  of 
your  dental  restorations.  With  just  a  color  photograph, 
Cerinate  Imaging  Service  Artists  will  provide  a  realistic 
glimpse  at  your  new  smile.  You  can  then  confer  with  your 
dentist  to  make  decisions  regarding  your  porcelain  veneers. 

You  don't  need  to  settle  for  worn,  misshapen  teeth  a 
minute  longer.  Improve  your  business  savvy  with  a  savvy 
smile.  A  corrected,  aesthetically-pleasing  smile  is  as  simple  as 
asking  your  dentist  about  Rembrandt's  Cerinate  Porcelain 
restorations. 

For  a  dentist  or  retail  store  near  you,  or  for  more 

information,  visit  Rembrandt's  website  at 
www.rembrandt.com  or  call  us  at  (800)  548-3663. 


said  exactly  who  would  be  flying  in 
with  Mitchum.  A  general  was  possi- 
ble, certainly  a  colonel. 

The  Huey  came  in  over  the  tree- 
tops,  flared  and  settled  on  the  pad. 
The  captain  and  a  couple  of  troopers 
were  waiting  to  greet  the  visitors,  who 
turned  out  to  be — in  addition  to  Mit- 
chum— a  single  Navy  lieutenant  (ju- 
nior grade)  who  looked  unhappy  to  be 
where  he  was  and  slightly  bewildered 
about  what  he  was  supposed  to  do. 


The  captain  could  not  have  been 
happier.  He  threw  Mitchum  a  salute 
and  welcomed  him  to  camp. 

Mitchum  was  wearing  a  sweat- 
stained  safari  jacket,  khaki  pants, 
no  hat.  Which,  right  away,  got  him 
some  points  with  the  troopers.  He 
wasn't  wearing  green,  trying  to  hide 
the  fact  that  he  was  a  civilian.  But 
then  it  would  have  been  impossible 
for  him  to  conceal  the  fact  that  he 
was  Robert  Mitchum.  The  long, 
weary,  mournfully  handsome  face 
was  as  striking  in  person  as  it  was  on 
the  screen,  and  you  would  have  rec- 
ognized him  if  he'd  dressed  up  in 
tiger  fatigues  and  put  camouflage 
paint  on  his  face. 

He  was  a  big  man  who  carried 
most  of  his  size  in  his  chest,  and  he 
had  a  sort  of  peculiar,  mincing  walk. 

"Glad  to  be  here,  captain,"  he  said 
in  that  dry,  melancholy  voice.  "Care 
to  show  me  around?" 

He  asked  a  few  questions  and  ac- 
tually seemed  to  be  interested.  But 
then  he  was  an  actor.  Still,  if  he  was 
acting,  he  was  doing  it  well,  and  in 
that  there  was  a  show  of  respect. 

The  critics  were  always  wondering 
whether  Mitchum  was  really  working 
at  all.  Was  he  playing  the  part  in  one 
of  his  films  or  was  he  just  playing 
Robert  Mitchum? 

Even  if  he  was  just  playing  Mit- 
chum, he  did  it  better  than  anyone, 
ind  it  was  a  role  the  troopers  at  that 
"i  liked. 


"Seems  like  a  pretty  cool  dude," 
one  of  them  said. 

"Yeah.  But  he's  got  to  be  some 
kind  of  dumb  sonofabitch  to  come 
out  here  for  Christmas." 

When  the  tour  was  over,  and 
Mitchum  had  shaken  every  man's 
hand,  the  j.g.  said,  with  some  relief, 
"Well,  Bob,  that's  it.  I  guess  we  can 
get  back  to  base  camp." 

The  chopper  was  still  on  the  pad. 
The  crew  was  in  the  team  house, 


drinking  coffee  and  waiting. 

Mitchum  nodded  and  pondered 
that  for  a  moment.  He  did  it  in  ex- 
actly the  same  way  he  always  paused 
and  thought  about  it  before  he  said 
the  simplest  thing  on  screen. 

"In  a  minute,"  he  said.  "But  I  could 
use  a  drink,  first.  You  got  anything  to 
drink,  Captain?" 

"Yes." 

"Well...?" 

"I  don't  know,  Bob,"  the  j.g.  said. 

"It  won't  take  long,"  Mitchum 
said,  in  that  solemn,  flat  voice.  "And 
if  you've  got  to  be  somewhere,  take 
the  chopper  and  come  back  for  me 
later." 

Right  then,  any  trooper  in  that 
camp  would  have  followed  him 
anywhere. 

The  j.g.  followed  him  up  to  the 
team  house,  where  the  troopers  had 
what  they  called  their  "club."  There 
was  a  little  bar  made  out  of  old  ammo 
crates  and  scrounged  plywood.  The 
walls  were  decorated  with  Playboy 
pictures.  There  was  an  old  poncho 
liner  stretched  over  a  couple  of  boxes 
that  served  as  a  craps  table. 

The  captain  told  one  of  the  troopers 
to  get  Mitchum  whatever  he  wanted. 

"What  do  you  pay  for  a  drink?" 

Twenty-five  cents,  the  captain  told 
him.  Ten  cents  for  a  beer. 

"How  much  to  buy  the  whole  bar?" 

"I  don't  know." 

"Well,  figure  it  out,"  Mitchum 
said  with  a  sly  grin,  and  took  a  fat 


roll  of  bills  from  his  pocket. 

It  cost  him  a  couple  of  hundred  to 
buy  the  bar.  The  troopers  drank  free, 
on  his  tab,  for  a  few  months. 

The  captain  thanked  him,  and 
Mitchum  raised  his  glass  and  said, 
with  an  incomparably  eloquent  shrug, 
"Call  it  a  Christmas  present." 

Mitchum  finished  that  drink  and 
asked  for  another.  He  owned  the  bar, 
so  nobody  was  going  to  cut  him  off, 
though  the  j.g.  wished  devoutly  that 
someone,  anyone  would. 

"That  a  craps  table  I  see?" 

'Yes  it  is." 

"Well,  let's  get  some  shooters  up 
here,"  Mitchum  said. 

He  got  a  couple  of  takers,  peeled 
some  bills  off  the  top  of  his  roll  and 
reached  for  the  dice. 

"Come  to  daddy,"  Mitchum  said  as 
he  threw  the  dice.  "Be  nice  to  papa." 

The  dice  clicked  across  the  old 
poncho  liner. 

"Five.  Five  is  my  point.  Anyone 
want  to  take  some  of  this  on  five? 
How  about  five  the  hard  way?" 

A  few  men  took  him  up  on  it. 
There  was  money  on  the  table.  The 
chopper  pilots  looked  at  each  other 
and  at  the  j.g.  He  looked  at  the  cap- 
tain, who  grinned. 

"You  know,  Captain,"  one  of  the 
chopper  pilots  said,  "we'd  kind  of  like 
to  be  out  of  here  by  dark." 

"Yeah,"  the  captain  said,  "I  imag- 
ine you  would.  Why  don't  you  bring 
it  up  with  the  man?" 

It  took  Mitchum  an  hour  or  so  to 
lose  his  roll.  He  told  some  Hollywood 
stories  that  made  the  movie  business 
sound  like  pretty  pedestrian  stuff,  and 
he  described  Marilyn  Monroe  as  "a 
nice  kid." 

No  man  has  ever  been  happier  to 
leave  anyplace  than  the  j.g.  who  was 
responsible  for  Robert  Mitchum  and 
who  was  stuck  out  in  the  bushes  with 
him.  Mitchum,  though,  seemed  al- 
most sorry  to  leave. 

"Good  luck,"  he  said.  He  owned 
the  bar  and  had  been  helping  himself. 
But  he  hadn't  forgotten  his  manners. 

"And  thanks,"  he  said,  "for  show- 
ing me  around."  • 


It  cost  Mitchum  a  couple  of  hundred  to  buy  the  bar.  The 
troopers  drank  free,  on  his  tab  y  for  a  few  months. 
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Invented  for  you 


Conceived  by  Breguet  in  1780, 
the  automatic  movement  featured 
an  oscillating  weight  that 
rewound  the  mainspring. 
Today  the  craftsman  s  hand 
decorates  the  weight  with  fine 
guilloche  engraving  to 
complement  the  beauty 
of  the  movement. 
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1747-1997 
I  Abraham-Louis 

>reguet 


inventing  the  tourbillon 
device  around  1795. 
Breguet  eliminated  the 
influence  of  gravity  on 
the  accuracy  of  the  watch. 
This  pivotal  invention 
is  seen  at  its  best  in  the 
urrent  collection,  which 
has  a  number  of  fine 
tourbillon  watches. 


A 


Breguet  watch  has  a  unique  respon- 
sibility; it  comes  to  you  carrying  the 
name  of  Abraham-Louis  Breguet,  the 
greatest  watchmaker  ever  known.  You 
will  recognise  it  by  the  legendary 
"Breguet"  hands,  the  shimmering 
guilloche  dial,  and  the  finely  fluted 
case  band  that  give  your  Breguet  its 
strong  character.  Most  important,  it 
will  house  a  hand-finished  movement, 
as  inimitable  and  inventive  today  as  two 
hundred  years  ago.  Wear  it  with  pride, 
you  have  chosen  an  exceptional  watch. 


Depuis  1775 
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THE  R1TZ  CARLTON:  RANCHO  MIRAGE  &  LAGUNA  N1GUEL 
FASHION  ISLAND:  NEWPORT  BEACH 
(714)  721-9010 


MEN'S  C  1 „ 1 J  I \ 


COUNTRY  CLUB 


KENNEL  CLUB 


;-v  "  NTo  matter  where  you  belong,  you  belong  in  Allen-Edmonds.  Styles  from  classic 

to  casual.  Sizes  ranging  from  5  to  18,  widths  AAAA  to  EEE.  And 
we  even  recraft  them.  Our  shoes  are  an  exclusive  member  in  any 
man's  closet.  For  a  catalog  or  nearest  dealer,  call  1-800-235-2348. 


S  -ids 

Fo  ■       !  Walks  of  Life' 


http://www  allenedmonds.com    Made  in  the  USA  (MGP) 


(golf  bag) 


Carmel-By-The-Tee 


By  James  Y.  Bartlett 


Augusta  National  may 
enjoy  the  bigger  myth,  but 
Pebble  Beach  deserves  to 
be  called  "America's  Course" 

Pebble  Beach.  It  rolls  off  the  tongue 
with  as  much  weight  and  timbre  as  any 
name  in  golf.  Along  with  Augusta  Nation- 
al, it  is  probably  the  most  instantaneously 
recognizable  golf  course  in  the  country.  The 
green  fairways  darting  along  the  rocky  head- 
lands above  Carmel  Bay,  waves  crashing 
winsomely  along  the  rocks  by  the  shore:  it 
can  only  and  ever  be  Pebble  Beach. 

While  Augusta  National,  which  is  equal- 
ly recognizable  and  has  achieved  almost  as 
much  air  time,  is  a  private  sanctum  sancto- 
rum into  which  no  mere  mortal  can  be  ad- 
mitted, Pebble  Beach  is  at  least  nominally  a 
public  golf  course  (tee  times,  even  at  $275 
per,  are  often  booked  at  least  six  months 
and  often  a  year  in  advance).  It  is  always  at 
the  top  of  most  golfers'  want-to-play-some- 
day  wish  list.  It  is  associated  with  both  the 
light-hearted  frivolity  of  the  annual  Crosby 
(now  the  AT&T  National)  Pro-Am  and 
the  gut-wrenching  drama  of  the  several 
U.S.  Opens  which  have  been  played  there. 

It  is  a  place  wrapped  in  myth  and  sur- 
rounded by  nature.  It  is  a  place  that  genu- 
flects toward  the  altar  of  wealth  and  prestige, 
yet  still  democratically  allows  anyone  with 
the  price  of  admission  to  enter.  Pebble  Beach 
is,  indeed,  the  true  American  icon  of  golf. 

In  1914,  the  Pacific  Improvement  Com- 
pany, a  subsidiary  of  the  Southern  Pacific 
railroad,  hired  a  young  man  named  Samuel 
F.B.  Morse,  a  grandnephew  of  the  inven- 
tor of  the  telegraph,  to  liquidate  the  com- 


Jack  Neville  (left),  an 
outstanding  amateur 
golfer,  had  never 
designed  a  golf  course 
before  coming  up 
with  his  masterpiece, 
Pebble  Beach  (below). 


pany's  holdings  in  and  around  the  Mon- 
terey Peninsula,  a  beautiful  forest-covered 
promontory  about  120  miles  south  of  San 
Francisco.  The  railroad's  holdings  included 
the  old  Del  Monte  Hotel  in  Monterey,  a 
huge  Victorian  edifice  that  evoked  the  gen- 
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FORBES  99 


Half    Of    Driving  I 

Th e   Rest  I 

Introducing  The  Ti  Bubble™  2.  The  longest, 
most  consistent  driver  we've  ever  designed. 

It's  the  perfect  combination  of  both  halves  —  a  breakthrough  titanium  head  design  and  nev 
Bubble  Shaft  technology  that  makes  this  the  most  advanced,  most  complete  titanium  driver 

we've  ever  built. 


1st  generation 

Titanium  From  the  first  swing  you'll  notic< 

Ti  Bubble  2  ,  .  .  ,       .  .  , 

your  drives  are  considerably  longer. 

That's  because  we  made  the  head  lar 

DISTANCE  and  relocated  its  center  of  gravity. 

creates  greater  initial  ball  velocity  off  the  club  face,  an  explosive,  hotter  trajectory  and  less  backs; 

So  your  drives  accelerate  faster,  fly  longer  and  roll  farther  than  any  club  we've  ever  ma 

But  our  pursuit  of  the  perfect  driver  didn't  stop  there. 


N 


W 


B       U       B  B 


1-800-TITANIUM,  EXT. 

©1997Tayloi  Made  GoIf(  Company.  Find  Your  Game  is  a  trademark;  Bubble  and  Taylor  Made  are  registered  trademarks  c  I 


.onger  Is  In  Yo  u  r  Head, 
n  Yo  u  r  Shaft. 


We  also  re-engineered  the  entire  shaft.  The  new 
Bubble  2  shaft  is  wider  from 
bubble  to  tip,  making  the  club 
head  much  more  stable  at  impact 
You'll  even  feel  more  power 
in  your  swing  —  without  any 
added  effort.  Why?  We  made 
the  shaft  lighter  and  optimized 


New  Bubble  2 
Lighter,  More 
Stable 


Bigger,  Hotter  Sweetspot 

weight  distribution  to  create  greater  club  head  speed  and  force. 
)nly  Taylor  Made  can  combine  the  best  of  titanium  with  the  unsur-  - 

sed  distance  and  accuracy  of  the  Bubble  2  shaft.  So  don')  just  scttl  ^0  lClylv/I  lVlClvIC 

I  half  of  a  great  driver.  Get  all  of  it  with  the  new  Ti  Bubble  2.  FiNDYoURGAME: 


A  view  of  the  Del  Monte  Lodge  as  it 
appeared  in  the  '20s,  when  greats  like 
Bobby  Jones  (below)  discovered  the 
challenges  of  the  Pebble  Beach  course. 

"mm 


aid  Ross  or  Alister  Mackenzie,  three 
of  the  reigning  architectural  stars  of 
the  day,  but  the  quiet  and  unassum- 
ing Jack  Neville,  a  real  estate  salesman 
for  Morse's  company.  Neville  was  an 
excellent  golfer:  he  had  won  the  Cali- 
fornia State  Amateur  several  times 
and  was  considered  one  of  the  top 
golfing  guns  of  the  West  Coast;  but 
he  had  never  built  a  golf  course  before 
in  his  life. 

Neville  wasn't  fazed  by  his  assign- 
ment: he  went  out  and  walked  along 
the  dramatic  headlands  and  forested 


teel  spirit  of  Newport,  Rhode  Island. 

Instead  of  following  his  company's 
orders,  Morse  decided  to  buy  the  place 
for  himself.  He  formed  a  company 
called  the  Del  Monte  Properties  Co. 
and  raised  $1.3  million  to  buy  7,000 
acres  of  the  peninsula,  including  seven 
miles  of  rugged  coastline,  and  the 
hotel.  He  later  built  the  Del  Monte 
Lodge  overlooking  Pebble  Beach,  the 
forerunner  of  today's  ultra-swanky 
Lodge  at  Pebble  Beach. 

There  was  (and  is)  a  golf  course 
surrounding  the  Del  Monte  Hotel, 
but  Morse  knew  that  if  he  was  going 
to  attract  a  new  and  upper-crust  clien- 
tele out  to  the  wilds  of  Monterey,  he 
needed  a  better  draw:  a  golf  course  of 
world-class  aspirations.  Improbably, 
he  selected  as  the  builder  of  the  course 
notCharlesBlairMacdon.il.:  :  Don- 


tracts  overlooking  the  sea  that  Morse 
had  set  aside  for  the  golf  course.  And 
then  he  drew  a  routing  plan  that 
placed  eight  holes  alongside  the 
ocean.  Opened  in  1919,  Neville's  course 
was  an  immediate  success,  with  its 
unsurpassed  scenic  vistas  and  weath- 
er-buffeted demands  on  the  golfer. 
The  young  course  was  selected  to 
host  its  first  national  event,  the  U.S. 
Amateur,  in  1929.  That  was  the  year 
Bobby  Jones,  who  practically  owned 
the  Amateur  in  the  '20s,  was  elimi- 
nated in  the  first  round  of  match  play 
by  the  young  and  unknown  Johnny 
Goodman.  Instead  of  sulking  off, 
Jones  stayed  around  on  the  Monterey 
Peninsula  for  the  week,  and  went  off 
to  play  the  adjacent  new  course  at 
Cypress  Point,  designed  by  Macken- 
zie. Swept  away  by  the  design,  Jones 


selected  Mackenzie  three  years  later 
to  work  on  his  new  golf  course  project 
in  Augusta,  Georgia. 

The  pedigree  of  Pebble  Beach  was 
fed  by  repeated  visits  from  USGA 
events:  the  Women's  Amateur  in  '40 
and  '48;  the  Amateur  again  in  '47  and 
'61  (and  again  in  1999);  and,  begin- 
ning in  1972,  repeated  visits  of  the  na- 
tional championship,  the  U.S.  Open. 
In  1972,  Jack  Nicklaus  triumphed 
in  dramatic  fashion.  In  1982,  Tom 
Watson  chipped  in  from  the  heavy 
rough  beside  the  17th  to  nip  Jack  for 
the  title.  In  1992,  Tom  Kite  held  on 
through  horrendous  wind  and  bald- 
scalped  greens  to  win  his  first  major 
title.  The  Open  returns  to  Pebble 
again  in  the  millennium,  2000. 

But  pedigree  is  one  thing;  popu- 
larity is  another.  And  Pebble  Beach 
won  its  popular  appeal  through  the 
annual  visits  to  Monterey  of  the  Bing 
Crosby  National  Pro-Am,  which 
shifted  from  Palm  Springs  and  San 
Diego  to  Carmel  in  1947,  and  despite 
a  name  change  following  Bing's  death, 
has  never  left.  The  combination  of 
Hollywood  entertainers  and  golf  pro- 
fessionals frolicking  on  the  fairways 
with  much  of  the  same  devil-may- 
care  attitude  of  the  seals  and  otters 
playing  among  the  kelp  and  rocks 
just  offshore  has  given  the  Pebble 
Beach  tournament  some  of  golf's 
highest  TV  ratings  and  more  note- 
worthy moments. 

And  there  is  myth,  beyond  that 
created  on  the  golf  course.  In  1879,  a 
young  Scotsman  named  Robert  Louis 
Stevenson  arrived  in  town,  and  spent 
much  time  brooding  along  the  sea  at 
Point  Lobos,  just  below  the  town  of 
Carmel-by-the-Sea.  When  the  young 
man  Went  on  to  write  the  book  Trea- 
sure Island,  the  locals  took  it  as  fact 
that  Stevenson  had  been  inspired  by 
the  crashing  surf  and  the  magnificent 
vistas  of  Carmel  Bay.  In  fact,  Young 
Louie  was  in  town  on  a  more  mun- 
dane task:  chasing  babes.  He  had 
met  Fanny  Van  de  Grift  Osbourne  in 
Paris,  followed  her  back  to  Carmel  to 
woo  and  win  her,  and  then  went  off 
and  became  a  famous  writer.  Robert 
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Louis  Stevenson  is  also  reputed  to 
have  written  the  dramatic  descriptive 
phrase  on  the  Monterey  Peninsula: 
"the  most  felicitous  meeting  of  land 
and  sea  in  Creation."  It  is  a  phrase 
that  ABC's  TV  announcer  Jack  Whit- 
aker  never  tires  of  quoting  during  one 
of  his  smarmy  color  pieces,  but  the 
provenance  of  the  quotation  is  in 
some  doubt.  Many  suspect  that  it 
came  off  the  pen  of  one  of  Sam 
Morse's  PR  guys,  who  had  the  bril- 
liance to  ascribe  it  to  Stevenson. 
Pebble  Beach,  the  promoter's  dream, 


mission  rejected  the  idea,  and  Isutani 
sold  out  in  1992.  The  company  is  now 
jointly  owned  by  Taiheiyo  Club  Inc., 
which  controls  several  golf  courses  in 
Japan,  and  the  Sumitomo  Credit  Ser- 
vice Ltd.,  a  leading  Japanese  issuer  of 
credit  cards.  And  the  word  on  the 
street  is  that  those  companies  are  try- 
ing to  sell  Pebble  Beach,  with  its  two 
hotels  and  four  golf  courses. 

But  if  Pebble  is  to  indeed  fit  the 
model  of  an  American  institution, 
it  must  also  be  seen  to  ascribe  to  our 
most  popular  pastime.  And  it  does: 
Pebble  Beach  has  in  recent  years  been 
quite  stubborn  and  litigious. 

In  1992,  a  golf  course  opened  in  the 
Houston  suburb  of  Humble  called 
Tour  18.  This  golf  course  was  made 
up  of  copies  of  famous  golf  holes  from 
well-known  championship  courses 
around  the  country.  This  is  not  the 
first  time  such  a  ploy  has  been  at- 
tempted: there  are  courses  in  Florida, 
Michigan  and  New  Hampshire  that 
are  made  up  of  "copies"  of  famous 
holes.  Included  in  the  lineup  of  Tour 
18's  replica  holes  was  the  par-five  14th 
from  Pebble  Beach  (a  strange  choice, 
since  it  is  one  of  least  interesting  holes 
on  the  course),  the  third  hole  from 
Pinehurst  Country  Club's  No.  2 
course,  and  the  18th  hole  from  Har- 
bour Town  Links  on  Hilton  Head 
Island,  complete  with  the  distinctive 
candy-striped  lighthouse  that  over- 
looks the  Sea  Pines  marina  behind 
the  18th  green. 

The  Pebble  Beach  Company  filed 
suit  against  Tour  18  in  1994,  claiming 
that  the  replica  hole  violated  various 
trade  and  service  marks  of  the  origi- 
nal, which  caused  confusion.  Sea  Pines 
Plantation — which  perhaps  had  the 
best  reason  to  complain — and  Pine- 
hurst both  quickly  joined  the  suit. 
And  so  the  court  system  took  up  the 
question  of  whether  or  not  a  golf  hole 
is  a  copyrightable  entity. 

In  a  decision  handed  down  in 
September  1996,  U.S.  District  Court 
Judge  David  Hittner  ruled,  in  effect, 
that  it  can't  be.  He  did  say  that  the 
use  of  the  replica  lighthouse  behind 
the  18th  green  violated  Harbour 


Winners  and  losers  at  Pebble  Beach: 
Jack  Nicklaus  (top)  won  the  1972  U.S. 
Open  there;  Arnold  Palmer  (middle) 
looks  for  a  ball  in  the  surf;  Tom  Wat- 
son (bottom)  winning  the  '82  Open. 


fits  into  our  picture  of  American 
iconography.  Sam  Morse,  the  origi- 
nal developer,  was  a  tireless  promoter 
and  salesman,  who  kept  a  tight  grip 
on  the  reins  as  he  built  the  golf 
course,  the  Del  Monte  Lodge  and 
lots  and  lots  of  million-dollar  resi- 
dences. In  the  go-go  '80s,  the  Peb- 
ble Beach  Company  was  owned  by 
Marvin  Davis,  the  well-tanned  head 
of  the  20th  Century  Fox  studio  in 
Hollywood.  Davis  dumped  the  place 
for  millions  in  1990  to  Minoru  Is- 
utani, a  Japanese  tycoon.  Those  were 
the  days  when  the  Japanese  were  buy- 
ing up  much  of  America's  high-pro- 
file real  estate,  and  Isutani  had  the 
clever  idea  to  privatize  Pebble  Beach, 
selling  hundred-thousand-dollar 
memberships  to  his  then-wealthy 
friends  and  clients.  It  was  not  a  Mor- 
sean  PR  move. 

Luckily,  California's  Coastal  Com- 
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Famous  Saddles  of  the  Old  West 


Longhorn  Stockman,  Whisky/Black  Longhorn  Stockman,  Black/Oxblood  Longhorn  Wyoming,  Chocolate 


Bison  Anaconda,  Oxblood  Bison  Anaconda,  Chocolate/Black  _       Bison  Anaconda,  Raisin/Chocolate 


America's  Original  Leathers 


At  Select  NORDSTROM  Locations 

For  Additional  Product  Information  Call:  1-888-21-TRASK 


we  jusi  gave  aownsizing 
a  good  image. 


Introducing  the  world's 
smallest  LCD  digital  camera. 

You  never  know  when  a  good  picture  will  present 
itself.  With  the  new  Panasonic  PalmCam""  Digital 
Camera,  you'll  always  be  ready.  There's  no  film;  its 
digital  pictures  transfer  right  into  your  computer. 
And  since  you  can  take  it  anywhere,  you'll 
always  get  the  picture. 


Town's  "trade  dress"  and  told  Tour 
18  to  either  substantially  alter  or  re- 
move it.  (With  the  case  on  appeal, 
the  lighthouse  still  stands.)  But  on 
the  question  of  the  golf  holes,  Hit- 
tner  ruled  that  "alterations  to  the 
surfaces  of  Tour  18's  replicas... are 
I  not  necessary  to  quell  the  confusion 
generated  by  Tour  18's  replication  of 
the  hole."  Hittner  did  order  Tour  18, 
which  has  since  opened  a  second 
replica  course  outside  Dallas  and  has 
plans  for  others  around  the  country, 
U  to  make  sure  it  posted  disclaimers  on 

I  printed  material  and  tee  markers,  so 

II  as  not  to  confuse  golfers  who  might 
be  fooled  into  looking  for  a  glimpse 
of  Carmel  Bay  in  the  middle  of 
Humble,  Texas. 

Still,  the  court  battle  has  sent  icy 
shivers  down  the  spines  of  marketers 
around  the  nation,  who  in  the  past 
liked  to  call  attention  to  the  simi- 
larities between  their  golf  course  and 
the  one  out  on  the  Monterey  Pen- 
insula. "The  Pebble  Beach  of. . ."  used 
to  be  a  phrase  seen  in  more  than  a 
few  brochures.  The  Samoset  Resort 
in  Rockport,  Maine,  which  boasts 
seven  golf  holes  along  the  shore  of 
Penobscot  Bay,  used  to  call  itself 
the  "Pebble  Beach  of  the  East."  No 
more.  And  the  newly  developing 
golf-real  estate-marina  project  on  the 
shores  of  Lake  Michigan,  called  Bay 
Harbor,  offers  Pebble-like  views  of 
the  lake  from  the  Arthur  Hills-de- 
signed golf  course  that  winds  along 
rocky  headlands.  Is  this  the  "Pebble 
Beach  of  the  Midwest?"  It  has  been 
[  called  so,  but  not  by  the  developers. 
It's  a  stubborn  and  litigious  world 
out  there. 

And  what  goes  around  seems  to 
come  around.  Several  years  ago,  the 
Pebble  Beach  Company  engaged 
Tom  Fazio  to  design  another  new 
course  for  the  resort:  the  Links  at 
Spanish  Bay  was  the  last  to  open  on 
the  Peninsula  in  1987,  and  is  thought 
by  many  to  be  the  last  in  the  environ- 
mentally hyper-sensitive  area.  In- 
deed, some  sand  dune  areas  just  off 
the  fairways  at  Spanish  Bay  are 
fenced  off  and  golfers  in  search  of  an 


errant  drive  can  be  seen  sadly  eying 
the  wayward  Titleist  just  beyond 
reach  of  a  sign  that  enjoins  them  from 
retrieving  their  ball  from  the  "sensi- 
tive environmental  area." 

Fazio's  course  was  called  the  For- 
est Course,  and  its  routing  took  it 
away  from  the  sea  and  into  the  lovely 
Monterey  Forest  terrain  inside  17  Mile 
Drive.  But,  unfortunately,  the  Mon- 


resort  hosted  the  first  summit  meet- 
ing on  Golf  and  the  Environment  in 
1995,  and  spends  millions  to  caretake 
its  existing  golf  courses  without  need- 
less pesticides  and  herbicides.  The 
environmental  issue  has  also  raised 
a  land-use  issue:  many  in  the  Mon- 
terey area  don't  want  any  more  tour- 
ists clogging  up  the  scenic  roads  in 
the  area.  One  of  the  leading  oppo- 
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terey  Forest  is  one  of  the  world's  last 
refuges  of  the  Monterey  pine.  Al- 
though the  Monterey  pine  is  one  of 
nature's  fastest  growing  trees,  and 
though  seedlings  have  been  exported 
around  the  world,  the  tree  is  threat- 
ened by  a  deadly  pitch  canker.  En- 
vironmentalists believe  that  the  gen- 
etically diverse  variety  of  the  trees  in 
the  Monterey  Forest  may  hold  the 
answer  for  its  survival,  and  have  gone 
to  the  court  of  public  opinion  to  pro- 
tect the  last  untouched  stand.  And 
since  Fazio's  design  would  call  for  the 
removal  of  a  few  Monterey  pines,  loc- 
al and  state  tree-huggers  have  the  golf 
course's  future  development  tied  up 
in  permitting  controversies  that  could 
go  on  for  years. 

It  is  ironic:  Pebble  Beach  is  run  by 
some  of  the  Greenest  golf  course  own- 
ers and  developers  in  the  land.  The 


This  is  what  Robert  Louis  Stevenson 
(or  some  PR  guy)  once  called  "the 
most felicitous  meeting  of  land  and 
sea  in  Creation," and  the  vista  that 
golfers  from  sea  to  sea  dream  of 

nents  of  the  new  Fazio  course,  based 
on  land-use  issues,  is  Ron  Read,  man- 
ager of  West  region  affairs  for  the 
U.S.  Golf  Association! 

Luckily,  no  one  is  battling  the  first 
major  renovation  to  Jack  Neville's  one 
and  only  golf  course.  Jack  Nicklaus 
has  designed  a  brand  new  fifth  hole  to 
replace  the  somewhat  mundane  old 
par-three.  The  new  hole  (which  will 
be  ready  for  play  at  next  year's  AT&T 
Pro-Am)  will  play  over  a  portion  of 
Stillwater  Cove,  giving  Pebble  Beach 
yet  another  oceanside  hole  and  add- 
ing even  more  to  the  lore  of  the  lead- 
ing American  symbol  of  golf.  • 
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er  One  Night  At  The  Sherry-Netherland, 
You'll  Never  Want  To  Stay  In  A  Hotel  Again. 


HAND-PAINTED 
ITALIAN  RENAISSANCE 
PANELED  ELEVATORS 


When  you  first  arrive  at 
The  Sherry-Netherland,  you 
may  have  the  same  reaction 
as  many  of  our  guests. 

"I've  never  seen  anything 
like  this." 

Which  is  hardly  surprising, 
because  there's  nothing  like  The 
Sherry-Netherland.  Instead  of  the 
usual  crowded  hotel  lobby,  the  quiet 
marble-columned  space  looks  like 
the  interior  of  a  classical  European 
building.  Which  is  understandable. 
It  was  inspired  by  the  Vatican  Library. 

Although  this  is  your  first  visit,  the 
concierge  greets  you  by  name,  as  will 

the  staff.  Of  which  we  have  two 
to  three  per  guest.  (At  a  hotel, 
the  reverse  is  true.) 

The  serendipities  continue. 
When  did  you  last  enter  an 
elevator  that  was  a  work  of  art? 
Where  a  white-gloved  oper- 
ator whisks  you  silently 
up  to  your  floor. 
The  suites  and  rooms  are 
another  revelation.  Some  contain 
antiques  worthy  of  the 
Vanderbilt  Mansion,  which 
in  many  cases  is  where  they 

EVEN  OUR  CLOCK  IS  A  DESIGNATED  LANDMARK 


came  from.  Some  have 
marble  bathrooms,  hand- 
loomed  French  carpets, 
\p  crystal  chandeliers. 

We  even  have  a  library. 
\  1  Ask  for  a  book  or  a  movie. 
f    It  will  be  in  your  room  in 

minutes.  And  we  have  the  best 
location  in  New  York.  Across 
from  Central  Park,  a  few  steps 
from  Bergdorf  Goodman,  Tiffany, 
and  F. A.O.  Schwarz  —  and 


ROMAN-GRECO  VASE 

in  one  of  our  suites    just  a  short  walk  to 


HARRY  CIPRIANI'S 
RESTAURANT 
-\  SERVES  YOU  IN 
THEIR  DINING  ROON 
OR  IN  YOUR  SUITE 


Rockefeller  Center. 

The  Sherry-Netherland 
is  not  a  hotel.  Rather,  it  is 
a  magnificent  residence 
owned  by  a  small  group 
of  exceptionally 
diffident  people  who  ^ 
live  there. 

It's  their  place  in  town. 
If  you,  too,  would  like  to  enjoy  their 
kind  of  luxury,  we  invite  you 
to  call  Mr.  Louis  Ventresca  at 
212-355-2800. 
But  we  warn  you.  After  one  night 
with  us,  you  may  never  want  to  stay 
in  a  hotel  again. 

C7/e  SH€RRV-N€TH€RIAND 

Your  Place  In  Town 


Well(i» 


E  Is  For  Alzheimer's 


NEW  YORK— No- 
thing is  known  to 
prevent  or  reverse 
the  memory-rob- 
bing; deterioration 
of  Alzheimer's 
disease.  But  now 
it  looks  as  though 
the  slide  can 
be  slowed  with 
Vitamin  E. 


J 


Alzheimer's  pa- 
tients who  took  the 
supplement  in  a 
recent  study  were 
able  to  handle 
daily  activities  or 
put  off  institution- 
alization about 
seven  months 
longer  than  those 
who  didn't  take  it. 
In  fact,  they  did  as 
well  as  those  who 
were  given  a  drug* 
called  selegiline. 
Unlike  the  drug, 
Vitamin  E  is  inex- 
pensive and  has  no 
side  effects.  The 
dose  is  high:  2,000 
IU  each  day,  more 
than  150  times  the 
normal  daily 
allowance. 


How  Badly 
Do  You  Want A  Boy  ? 

NEWCASTLE  UPON  TYNE,  ENGLAND— Work- 
ers at  the  nuclear  plant  in  Sellafield,  England,  father 
more  boys,  say  researchers.  Among  men  not  employed 
at  the  plant,  105  boys  for  every  100  girls  were  born 
between  1950  and  1989.  But 
guys  who  worked  at  Sellafield 
had  109  boys  per  100  girls.  1 
And  those  dosed  with  the 
most  radiation  in  the  90  days 
before  conception  fathered 
140  boys  for  every  batch  of 
girls.  No  one  knows  how  the 
radiation  affects  sperm. 


THIS  JUST  IN  FROM  OUR 
PROSTATE  DESK 


The  American 
Cancer  Society's 
new  guidelines 
on  prostate  cancer  screen- 
ing say  that  men  50  and 
older  who  have  at  least  a 
10-year  life  expectancy 
and  younger  men  at  high 
risk  for  the  cancer  should 
get  both  a  prostate-spe- 
cific antigen  (PSA)  blood 
test  and  a  digital  rectal 
exam  every  year.  Prev- 
iously, the  organization 
simply  recommended 
the  two  tests  for  all  men 
50  and  older. 

Men  at  high  risk  in- 
clude those  with  prostate 
cancer  in  the  family  and 
all  African-Americans. 
•  Beta-carotene — a  sub- 
stance in  fruits  and  veg- 
etables that  your  body 
converts  into  Vitamin 
A — may  cut  the  risk  of 
prostate  cancer.  In  a  12- 
year  study  of  22,000  men, 
those  who  started  with 
the  least  beta-carotene  in 


their  blood,  but  who  took 
50-milligram  supplements 
every  other  day,  were 
about  20%  less  likely  to 
get  the  disease. 

•  The  drug  finasteride 
(brand  name  Proscar), 
used  to  treat  benign  en- 
larged prostates,  also 
tackles  baldness.  In  a 
yearlong  test  of  more 
than  1,500  men  with  mild 
to  moderate  hair  loss, 
65%  of  those  on  the  drug 
gained  about  100  hairs  in 
a  one-inch-diameter  cir- 
cle on  the  top  of  the? 
head.  Only  37%  of  men 
on  a  fake  drug  gained 
hair.  Merck,  who  makes 
the  medication,  is  asking 
the  feds  to  O.K.  it  as  a 
hair-loss  treatment  under 
the  name  Propecia. 

•  Thalidomide,  the  drug 
that  became  notorious  in 
the  1960s  for  causing  se- 
vere birth  defects,  looks 
like  a  possible  bet  against 
prostate  cancer. 
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Drinking  May  Pickle  Your  Liver, 

But  Not  Your  Brain 

ANBERRA,  AUS- 
TRALIA—Heavy  drink- 
ing may  be  stupid,  but 
apparently  it  doesn't  make 
you  stupid.  In  1982,  QF.  Dent 
and  colleagues  checked  out 
the  alcohol  habits  of  209 
World  War  II  veterans  living 
.  in  Sydney.  Only  31  were  tee- 
totalers; 178  guzzled  the 
equivalent  of  three- 
quarters  of  an  ounce  to 
four  and  a  half  ounces 
of  hard  stuff  every  day — 
and  had  been  guzzling 
at  that  rate  for  an  aver- 
age of  44  years.  In  1991, 
the  investigators  put 
the  vets  through  a  raft 
of  neuropsychological  tests,  in- 
cluding scans  of  their  brains. 
Then  they  compared  the  test 
results  and  the  bar  bills,  as  it 
were:  no  connection.  Heavy 
drinkers'  brains 
looked  and 
worked  as  well 
as  those  of 
light  drinkers  and 
nondrinkers. 
Good  on  yer,  mates! 


Smokers  Think  They  11  Live  Forever 


BERKELEY,  CALIFORNIA— Smokers 
are  optimists,  at  least  in  predicting  how 
long  they'll  live,  says  Michael  Scho- 
enbaum  of  the  University  of  California 
School  of  Public  Health.  Schoenbaum 
studied  a  survey  of  7,000  people,  rang- 
ing from  folks  who  never  smoked 
to  more-than-a-pack-a-day  smokers. 
When  asked  to  guess  their  chances  of 
living  to  age  75,  everybody  but  the 
heavy  smokers  was  in  synch  with  actu- 
arial estimates.  The  heavy  smoking 
men  said  they  had  a  50%  shot;  they  re- 
ally have  half  that. 


A  Cautionary 
Tale 

DUBLIN— Guy  feels 
lousy.  Guy  goes  to  doc- 
tor. Doctor  diagnoses 
hepatitis — inflamed 
liver.  But  guy  doesn't 
take  drugs  or  drink 
too  much  or  eat  bad 
stuff,  so  why  hepati- 
tis? Doctor  says,  who 
knows,  could  be 
something  toxic. 

Guy  goes  home.  Guy 
goes  to  golf  course, 
like  every  day.  Guy 
sees  sign:  don't  lick 
golf  balls  because 
course  sprayed  with 
weedkiller.  Guy  calls 
doctor,  admits  always 
licks  balls  clean.  Can 
weedkiller  cause  hep- 
atitis? Doctor  says 
maybe,  so  cut  it  out. 
Guy  stops.  Hepatitis 
goes  away. 

Four  months  later, 
guy  calls  doctor,  asks 
for  more  liver  tests. 
Hepatitis.  Didn't  be- 
lieve doctor,  decided 
to  lick  balls  again. 

Guy  goes  home.  Guy 
plays  golf  every  day. 
Now  guy  carries 
damp  cloth  to  clean 
balls.  Hepatitis  gone. 
Smart  guy. 
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Baume  &  Mercier 

GENEVE 

MASTER  WATCHMAKERS  SINCE  1830 
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>r  a  catalog  and  the  authorized  Baume  &  Mercier  jeweler  in  your  area,  phone  1-800-MERCIER.  http//www.baiime-et-mercier.com 


FatCitv 


NEW  YORK— New 
Orleans  is  the  fattest; 
Denver  is  the  skinniest. 
So  says  the  National  Weight 
Report,  a  ranking  of  33  U.S. 
cities  by  the  percentage  of 
their  citizens  who  are  obese. 
(For  this  study,  a  person  is 
obese  at  5'8"  and  184  pounds,  or 
6  feet  and  206  pounds.)  The 
top  ten  tubby  towns:  New 
Orleans  (37.6%);  Norfolk  (33.9%); 
San  Antonio  (33%);  Kansas 
City  (31.7%);  Cleveland  (31.5%); 
Detroit  (31%);  Columbus 
(30.8%);  Cincinnati  (30.7%); 
Pittsburgh  (30%);  and 
Houston  (29.2%).  Overall, 
about  a  third  of  Amer- 
ica's adults  are  fatties 
and,  therefore,  munch- 
ing toward  heart 
disease  and  other  ills. 


Hart  Hunt  Hard  On  Heart 


ROYAL  OAK,  MICHIGAN— Deer 
hunting  can  kill:  you,  that  is.  After 
noticing  that  several  of  Michigan's 
900,000  hunters  die  every  year 
from  heart  attacks,  exercise  physi- 
ologist Susan  Haapaniemi 
and  her  colleagues  from 
the  William  Beaumont 
Hospital  strapped  moni- 
tors on  25  deerstalkers 
with  ticker  trouble. 

They  found  that  for  20 
01  the  men,  the  work- 
out and  excitement  o!  ...^.J"'"' 
stalking  and  hunting 
sent  heart  rates  soaring  into  the  danger 
zone,  where  the  extra  strain  on  clog- 
ged arteries  can  cause  an  attack.  The 
men's  pulses  nearly  doubled  simply 
on  sighting  a  deer.  Shooting  and  hitting 
an  animal  and  dragging  a  ca 


put  exceptional  stress  on  the  heart. 

This  being  deer  country,  the  re- 
searchers wouldn't  have  anyone  give 
up  the  sport,  but  they  do  sug- 
gest some  precautions: 
-fj]  •  Get  a  checkup  be- 
fore the  season. 
•  Get  in  shape  before 
deer  season — walk 
for  a  half-hour,  four 
or  five  times  a  week. 
•  Take  some  breaks 
while  on  the  trail, 
k  •  Heed  warning  signs  such 
as  chest  pain,  dizziness, 
and  heart  palpitations. 

•  Don't  indulge  in  smoking,  coffee 
and  heavy  meals  before  hunting. 

•  Hunt  with  a  buddy. 

•  If  you  have  heart  disease,  never, 
ever,  drag  a  dead  deer. 


BUT  HONEY, 
YOUR  EYES  USED 
TO  BE  BLUE 

LOUISVILLE,  KEN- 
TUCKY—Nothing  is  per- 
manent, not  even  eye 
color.  According  to  a  study 
of  twins  and  their  mothers, 
eye  color  changes  during 
adolescence  and  adulthood 
in  10%  to  15%  of  white 
folks.  Hazel  or  brown  eyes 
grow  lighter,  and  gray 
or  green  eyes  turn  dark,  say 
the  researchers.  Nobody 
knows  why. 
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Fifty-three  years  ago,  George  Bush  had 
to  bail  out  of  a  flaming  plane.  It  both- 
ered him  that  he  made  a  few  mistakes, 
so  he  decided  to  try  again.  The  only 
tricky  part  was  convincing  his  wife — 
and  the  Pentagon — that  he  wasn't  nuts 

On  March  25, 1997, 1  made  a  parachute  jump  high  above 
Yuma,  Arizona.  My  biggest  fear  was  that  it  might  not 
survive  the  Leno-Letterman  ridicule  test.  As  it  turns  out,  it  did. 

Here  is  what  that  jump  was  all  about,  as  culled  from  a  letter 
written  to  our  four  sons  and  daughter. 


CD 


Okay,  so  you  might  think  I  have  lost  it.  I  plan  to 
make  a  parachute  jump.  So  there. 

Yesterday  I  went  to  the  Parachute  Industry 
Association's  biennial  meeting  here  in  Houston. 
They  invited  me  to  talk  about  my  one  parachute 
jump  in  World  War  II,  something  I  am  gener- 
ally disinclined  to  do.  ("No  braggadocio,"  as  my 
mother  would  say.)  So  I  cut  a  deal:  I  told  them  I 
would  only  go  if  I  could  get  for  our  Presidential 
Library  a  chute  like  the  one  I  used  back  in  1944. 

They  delivered,  so  I  went,  appearing  before 
600  parachute  enthusiasts  at  the  Astrodome 
Sheraton.  Asked  to  describe  my  experience,  I  told 
them  how  terrified  I  was,  how  I  pulled  the  rip 
cord  and  released  my  chest  straps  too  early,  and 
how  I  sunk  fairly  deep  when  I  hit  the  water. 

As  I  recounted  those  errors,  however,  some- 
thing happened.  For  some  reason,  I  went  back 
to  a  thought  I  had  way  in  the  back  of  my  mind. 
It  has  been  there,  sleeping  like  Rip  van  Winkle, 
alive  but  not  alive.  Now  it  was  quite  clear:  I 
wanted  to  make  one  more  parachute  jump. 

Rather  than  blurting  this  out  right  there  on 
stage,  I  waited  to  confide  this  impulse  in  Chris 
Needels,  head  of  the  United  States  Parachute 
Association  and  a  former  Army  representative 
who  worked  for  me  on  the  National  Security 
Council.  His  response  to  this  shot  from  the  blue 
was  direct:  "No  problem." 

I  was  excited,  but  thought  I'd  better  sleep  on  it 
to  give  it  a  little  time.  This  morning,  however,  I 
was  more  determined  than  ever,  so  I  asked  Chris 
to  come  over.  He  brought  Lt.  Col.  Danny  Greene 


(commander  of  the  Golden  Knights,  the  Army's 
elite  parachute  team)  and  two  other  association 
people.  They  arrived  bearing  the  kind  of  chute  I 
would  use,  and  began  by  explaining  the  safety  fea- 
tures involved.  That  seemed  appropriate. 

For  example,  if  the  main  chute  failed,  a  com- 
puter-operated device  would  automatically  deploy 
an  auxiliary  chute  at  800  feet. .  .provided  you  were 
falling  faster  than  78  miles  an  hour. 

Reassuring,  that.  They  showed  me  two  ways  of 
doing  the  jump.  The  first  featured  the  neophyte 
holding  onto  the  back  of  a  skilled  parachutist. 

"No  way,"  I  said. 

The  reason  was  that  I  wanted  to  do  right 
those  things  that  I  did  wrong  53  years  ago.  I 
wanted  to  feel  alone,  albeit  with  radio  commu- 
nication, hand  gestures  from  the  other  chutists 
and  a  landing  signalman  on  the  ground.  (If  that 
constitutes  "alone.") 

The  next  approach  they  showed  me  had  the 
neophyte  jumping  with  two  seasoned  men  at  ei- 
ther side.  After  falling  7,500  feet,  flat  as  a  pan- 
cake— a  metaphor  I  hope  will  not  be  applicable 


to  my  landing — I  would  wave  off  my 
escorts,  pull  the  rip  cord  and  float 
gendy  down.  This  was  what  I  wanted. 

So  they  told  me,  "Okay,  sir,  here's 
what  we'll  do.  You  come  to  Yuma  (an 
Army  proving  ground  in  Arizona 
where  the  Golden  Knights  train 
during  the  winter).  We'll  give  you  a 
course,  maybe  eight  hours.  Then 
you'll  jump.  The  ground  school  is  im- 
portant but  not  difficult.  Having  flown 
a  fixed-wing  plane  you'll  catch  on  eas- 
ily, because  this  new  chute  is  not  like 
your  old  one.  This  one  is  like  a  wing. 
You  are  flying.  You  land  into  the  wind, 
and  you  step  down  just  like  walking  off 
the  step  over  there."  Piece  of  cake.  I  told 


them  I  didn't  want  publicity.  "For  me  this  is  per- 
sonal," I  said.  "It's  closing  the  loop,  revisiting  my 
past.  It's — doing  it  right  this  time.  That's  all." 

By  the  time  they  left,  I  was  already  on  cloud 
nine,  ready  to  jump. 

The  next  move  is  up  to  them,  but  not  entire- 
ly— for  when  1  go  home  tonight  I'll  tell  your  Mom 
about  this.  She  will  not  like  it,  but  in  the  final 
analysis  I  will  convince  her  i)  that  it  is  safe,  and 
2)  that  this  is  something  I  have  to  do,  must  do. 

FEBRUARY  11 

So  far,  so  good.  Last  night  at  home,  sitting  in 
the  den,  I  casually  told  your  Mom,  "Bar,  I'm 
going  to  make  a  parachute  jump." 

"You're  crazy,"  she  said.  She  meant  it,  but  she 
didn't  sound  angry. 

I  was  firm.  "This  is  something  I  must  do." 

"Sure,  you  must  do  it.  Sure!"  She  could  well 
have  said,  "Yeah,  right!"  That's  what  people  say 
these  days  when  they  mean  you're  wrong. 

Having  clearly  established  my  position,  I 


changed  the  subject.  "Another  glass  of  Char- 
donnay,  Bar?  How'd  the  construction  go  today?" 
Smart  move,  for  she  answered  both  questions  and 
never  came  back  to  the  parachute  jump. 

But  today  I  was  talking  to  Will  Farish  about 
playing  golf,  when  your  Mom  interrupted  and 
told  Will,  "Before  he  goes  to  Augusta  he's  going 
to  make  a  parachute  jump." 

Ridicule  wasn't  the  tone  in  her  voice  I'm 
groping  for  here.  It  was  more  disdain.  Quick  to 
the  thesaurus:  not  "disdain,"  but  also  not  "hau- 
teur" or  "contumeliness"  either.  Okay:  let's  go 
with  a  combination  or  "disdain"  and  "ridicule." 

FEBRUARY  26 

I  attended  a  Desert  Storm  reunion  party  in 
Northern  Virginia  hosted  by  Prince  Bandar.  It 
was  in  honor  of  his  father,  Prince  Sultan,  who  is 
the  number-three  man  in  the  Saudi  hierarchy. 

As  the  dinner  crowd  readied  to  leave,  Colin 
Powell,  with  an  amused  look  on  his  face,  pulled 
me  aside  and  asked:  "Are  you  planning  to  jump 


"For  me  this  is 
personal,  "I 
said.  "It's  closing 
the  loop,  revis- 
iting my  past. 
It's — doing  it 
right  this  time. 
That's  all." 
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CHRONOM  AT  GT 

Developed  in  tandem  with  Italy's  crack 
Frecce  Tricolori  aerobatics  team,  the 
Chronomat  is  now  available  in  a  GT  (for 
Grand  Totalizer)  version,  with  its  un- 
mistakable precision-instrument  dial 
face. 

Of  all  selfwinding  chronographs,  the 
Chronomat  is  surely  the  most  univer- 
sally popular,  cutting  through  time  at 
will  to  capture  and  measure  the  instant 
as  efficiently  as  the  fabled  delta-winged 
Concorde. 

AUTHORIZED  BREITLING  AGENT: 


DtoxuXRXnXfXnXu 

Where  you  meet  Your  Other  Face 

NEW  YORK  •  PAIM  BEACH  ■  BAL  HARBOUR  •  COSTA  MESA  ■  HOUSTON 
SHOP  AT  HOME  I  800  348  33  32 


FOR  A  CATALOG 
iE<  \LL  800/641  7343 


Mechanical  chronograph 

Designed  for  the  implacable  world 
of  air  combat,  the  Chronomat 
counts  and  displays  all  time  spans 
from  l/5th  of  a  second  to  12  hours, 
providing  intermediate  and  cumu- 
lative flying  times.  Its  rider-tab 
rotating  bezel  also  doubles  as  a 
practical,  at-a-glance  visual  guide. 
Water-resistant  to  100  m  (330  feet), 
its  case  comes  in  steel,  two-tone 
finish,  steel  and  gold  or  solid  18  K 
yellow  or  white  gold,  fitted  with  the 
Breitling  bracelet  of  your  choice. 

U.S.  AIR  FORCE 
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from  a  plane?  It's  the  talk  of  the  Pentagon." 
When  I  told  him  it  was  true,  his  only  reaction 
was,  "Really?"  Colin,  too  good  a  friend  and  far 
too  polite  to  call  me  nuts,  only  smiled.  I  think  I 
detected  a  shake  of  the  head. 

FEBRUARY  28 
I  called  Colin. 

This  time  he  was  armed  with  examples  where 
men  far  younger  than  me  had  landed  hard  and 
were  badly  hurt. 

I  told  him  the  precautions  we'd  be  taking. 

"Yes,  but  it  isn't  a  question  of  the  chute  open- 
ing," he  replied.  "That  will  happen  okay.  It's  the 
landing." 

"The  parachute  guys  tell  me  it's  like  stepping 
off  a  curb,"  I  countered. 

"Sure,  but  not  if  the  wind  does  tricks." 

Colin  wasn't  trying  to  talk  me  out  of  this,  just 
pointing  out  some  problems.  "I  know  you  look  45, 
but  you're  72.  How  are  your  ankles,  knees,  etc.?" 

"The  ankles  are  better  now.  Knees  in  great 
shape. .  .firm  upper  legs  and  buttock."  Did  I  de- 
tect a  smile  by  the  good  general? 

Colin  reported  that  the  Pentagon  could 
hardly  believe  this.  He  confessed  that  Denny 
Reimer,  the  Army's  top  general,  had  called  him. 

I  assured  Colin  that  I  would  fully  understand 
if  Reimer  vetoed  this,  and  asked  him  to  have 
Reimer  call  me  directly — promising  to  be  light 
of  heart. 

So  Colin  went  into  the  fray,  not  convinced  of 
my  sanity,  certainly  not  a  strong  ally  (understate- 
ment), but  willing  on  his  own  to  report  back  to 
Reimer  that  this  is  for  real. 

Colin's  message  about  the  incident  had  got- 
ten my  attention.  I  was  thinking  there  must  be 
an  answer  for  this.  The  Parachute  Association 
people  were  certain  of  the  safety  ("like  stepping 
off  a  curb"),  and  yet  the  general  had  cited  three 
very  serious  cases  of  seasoned  Army  officers  who 
were  badly  hurt — one  of  them  killed. 

Had  this  shaken  my  determination?  No,  it 
had  not;  but  I  would  now  make  further  inquiry. 
I  didn't  want  to  do  anything  dumb,  but  I  had  to 
complete  my  mission. 

Why  had  this  now  become  an  obsession?  I 
had  everything  in  life,  far  more  than  I  deserved. 
I  wanted  to  finish  my  life  as  God  would  have  it. 
I  had  never  been  happier. 

But  I  wanted  to  do  this  jump. 

MARCH  6 

Yesterday  things  looked  uncertain.  I  knew  I'd 
jump,  because  the  Parachute  Association  could 


handle  all  the  arrangements — but  would  the 
Pentagon  block  any  participation  by  the  military? 

Apparently  not,  because  today  Chris  Needels 
called.  "All  systems  are  go.  Gen.  Reimer  has 
agreed  to  permit  the  jump  to  go  forward.  No 
military  plane,  he  said,  but  the  Knights  can  jump 
with  the  President  at  Yuma." 

I  was  so  elated  and  caught  off-guard  that  I'm 
afraid  I  made  a  ribald  comment  to  Jean  Becker 
(my  chief  of  staff).  I  told  her  that,  if  any  press 
ends  up  covering  the  event,  we  should  be  sure 
not  to  give  them  the  name  of  my  laundry  man. 
Should'na  dunnit.  Wasn't  prudent.  Wasn't  nice. 
I'm  a  little  ashamed. 

It  goes  back  to  my  carrier  days.  We  pilots 
would  joke  like  this  when  we  had  a  night  landing 
or  a  rolling  deck.  "Only  my  laundry  man  will  ever 
know!"  we  used  to  say.  Helped  to  ease  the  tension. 

Suddenly,  I'm  back  in  my  pilot  days — to  that 
dreadful  day  over  Chichi  Jima,  September  2, 
1944.  The  skies  were  flak- filled,  angry  black  puffs 
everywhere.  Halfway  down  my  bombing  run,  my 
plane  was  thrust  forward.  I  finished  the  dive,  but 


It  all  goes  back 
to  that  dreadful 
day  over  Chichi 
Jima,  September 
2, 1944.  Half- 
way down  my 
bombing  run, 
my  plane  was 
thrust forward. 
I  finished  the 
dive,  but  soon 
the  plane  was 
engulfed  by  fire. 


soon  the  plane  was  engulfed  by  fire.  I  gave  the 
bail-out  order  to  my  crew.  It  was  later  established 
by  Japanese  reports  and  by  some  on  the  mission 
with  me  that  only  two  chutes  opened. 

When  I  jumped,  the  cockpit  was  full  of 
smoke,  flames  creeping  along  the  wing,  and  I 
failed  to  disconnect  my  radio  cord  from  my 
headset.  I  jerked  the  cord  out  so  as  to  free  myself 
for  the  jump.  I  also  forgot  to  hook  my  life  raft  to 
my  Mae  West  jacket.  The  life  raft  fell  free  into 
the  water,  smashing  its  drinking-water  container 
but  otherwise  doing  no  damage. 

I  exited  the  plane  on  the  right  side,  but  I  did- 
n't dive  far  enough  out  on  the  wing.  The  slip- 
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It  was  a  good 
thing  the 
submarine 
Finback  came 
along  and 
picked  me  up, 
because  at  wars 
end,  the  Japan- 
ese garrison 
commander  on 
Chichi  was 
convicted  by  a 
war  crimes  tri- 
bunal of— you 
guessed  it — 
cannibalism. 


stream  pulled  me  back  and  I  hit  my  head  on  the 
tail,  the  horizontal  stabilizer.  I  was  cut  and  bleed- 
ing, but  not  badly.  My  chute  must  have  gotten 
momentarily  entagled  on  the  tail,  because  when 
I  looked  up,  several  of  the  panels  were  ripped  out, 
making  the  descent  much  faster  than  normal. 

I  can't  remember  at  what  altitude  I  jumped, 
probably  1,200  to  1,500  feet.  I  did  properly  re- 
lease my  chest  straps  so  I  could  be  free  of  the 
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parachute  when  I  entered 
the  water.  The  chute  blew 
off  toward  the  shore.  I 
dropped  out  of  the  harness 
a  little  early,  lengthening 
jjjfe  the  fall  to  the  water. 

A  plane  dove  down  to 
^mJt  show  me  where  my  life 
v  raft  was.  I  swam  over  to  it, 
and  the  Mae  West  in- 
.  flated.  I  inflated  the  raft, 
climbed  into  it,  and  pad- 
dled like  hell  to  get  away 
from  Chichi  Jima.  It  was  a 
good  thing  the  submarine  Finback  came  along 
and  picked  me  up,  because  at  war's  end,  the 
Japanese  garrison  commander  on  Chichi  was 
convicted  by  a  war  crimes  tribunal  of — you 
guessed  it — cannibalism.  He  had  eaten  the  liv- 
ers of  fallen  American  pilots  to  show  strength. 

I  was  scared  then.  Would  I  be  scared  again?  I 
knew  I  wouldn't  panic,  but  I  expected  to  feel  a 
touch  of  fright  when  I  first  looked  down  from 
12,500  feet,  ready  to  jump. 
I  would  do  it  right. 

MARCH  9 

Gen.  Rcimer,  the  Army  chief  of  staff,  called.  He 
asked  it  !  w  as  serious  about  the  jump.  I  told  him 
I  was,  tha  a  "matter  of  closure"  for  me. 

He  w         1  to  point  out  the  risks  involved, 


then  he  asked:  "How  does  Mrs.  Bush  feel  about 
allxjf  this?"  I  reported  that  she  was  "on  board,  if 
unenthusiastic." 

"I  hope,"  said  the  General,  "that  this  doesn't 
lead  to  my  getting  a  call  from  Strom  Thurmond 
next  week." 

In  any  event,  his  phone  call  meant  that  all 
systems  really  were  "go."  From  that  point  on 
Gen.  Reimer  was  fully  supportive  of  the  jump. 

MARCH  11— J-14 

Notification  day  for  the  kids.  I  first  broke  the 
news  to  Marvin.  "Are  you  kidding,  Dad?"  He 
then  became  very  supportive.  "I  can  understand. 
I  can  see  why  you  want  to  do  this.  Go  for  it!"  He 
would  talk  to  his  mother,  he  said,  and  help  put 
her  at  ease. 

I  told  the  governor  of  Texas.  Like  Marv, 
there  was  the  momentary  "Are  you  kidding?" 
followed  by  enthusiasm.  He  was  great  about  it, 
though  he  did  add:  "Don't  tell  anyone  about 
your  18-year-old  girlfriend." 

Next  was  Jeb.  He  fully  understood.  Never  one 
for  idle  chatter,  Jeb  says  what  he  means  and  then 
hangs  up.  "Fine,  Dad,  but  don't  change  your 
sexual  preference."  I  put  him  down  as  a  positive. 

Neil  was  abroad  when  I  tried  to  reach  him, 
but  he  was  instantly  supportive  when  I  told  him. 

Finally  I  called  Doro,  who  gasped  upon  hear- 
ing the  news.  I  asked  her  not  to  tell  anyone.  She 
said,  "You  must  be  kidding.  Do  you  think  I'd  tell 
anyone  about  this?"  I  felt  Doro  was  ready  to  sup- 
port me — tentative  but  okay. 

MARCH  15—  J-10 

Doro  called  Bar  today  at  7:45  a.m.  "I  get  it,"  she 
exclaimed.  "I  finally  get  it.  It's  April  Fools,  right?!" 

"Wrong,  Doro,"  said  Mom.  I  later  learned 
that  one  of  them — Bar  says  it  was  Doro — made 
a  reference  to  The  April  Fool.  Did  they  mean  me? 

MARCH  24—  J-l 

Your  mother  and  I  got  our  annual  physicals  at 
the  Mayo  Clinic.  The  Scottsdale  radio  and  TV 
stations  had  been  running  news  of  the  jump  all 
morning,  and  the  doctors  and  nurses  kept  talk- 
ing about  it. 

Clearly,  we  failed  to  keep  the  jump  out  of  the 
press.  In  Houston,  all  hell  broke  out;  we  had  30 
press  calls  this  morning  alone. 

We  arrived  at  Yuma  Proving  Ground  early  in 
the  afternoon,  and  I  headed  straight  into  three 
concentrated  hours  of  training  before  dinner. 

I  saw  films  and  surveyed  the  equipment  in- 
volved. My  chute  was  briefed  to  me  in  great  de- 
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Britain's  superlative  super  car,  the  Lotus  Esprit  V8 
delivers  unbridled  power,  stunning  good  looks  and 
outstanding  performance.  The  new  Lotus  twin  turbc 
3.5  litre  V8  accelerates  from  0  -  60  mph  in  just  ove 
4  seconds,  with  a  top  speed  of  178  miles  per  hour. 
For  more  information  on  how  you  can  experience 
true  driving  pleasure  and  spice  up  your  life,  cal 
1-800-24LOTUS  today. 

'Performance  figures  based  on  manufacturer's  test  track  results  and  may  vary  depending  o| 
weather,  road  conditions,  driving  style  and  skill,  elevation  above  sea  level  and  vehicle  loan 


Scottsdale,  AZ 

Auto-Koenig 

Anaheim,  CA 

Bauer  Motors 

Beverly  Hills,  CA 

Lotus  of  Beverly  Hills 


Costa  Mesa,  CA 

Bauer  Lotus 

Long  Beach,  CA 
Kensington  Motors 

Los  Gsios,  CA 
Lotus  c  Los  Gatos 


Redwood,  CA 

Boardwalk  Lotus 

Thousand  Oaks,  CA 

Silver  Star  Lotus 

Honolulu,  HI 

JN  Lotus 


Portland,  OR 

Ron  Tonkin  Gran  Turismo 

British  Columbia,  Canada, 
Vancouver 

Weissach  Performance  Ltd. 


tail.  Three  riggers  will  attend  to  its  packing,  I 
was  told.  "They  are  the  best."  Good  news  on 
that  score. 

Then  came  the  memory  part — the  mantra  I 
was  to  recite  in  the  plane  before  exiting  and  dur- 
ing the  free-fall.  Over  and  over  I  stood  with  part 
of  the  harness  on,  jump  masters  at  each  side. 

"Are  you  ready  to  sky  dive?"  they  asked. 

"Yes." 

"Take  a  deep  breath  and  begin  your  count." 

I  learned  to  arch  my  back  and  to  give  the 
hand  signals  during  the  free-fall.  Then,  hang- 
ing in  a  harness,  I  donned  a  computerized  hel- 
met (part  of  a  virtual-reality  simulator)  that 
taught  me  how  to  turn  the  chute  and  flare  for 
the  landing. 

MARCH  25— J-DAY 

We  woke  up  at  our  regular  5  a.m.  hour,  and  I 
made  the  coffee.  The  weather  report  on  TV  was 
promising. 

Standing  in  front  of  the  bathroom  mirror,  I 
practiced  my  arch,  arms  up.  I  ached  a  little.  Gut 
was  quiet.  Overnight,  I'd  memorized  the  key 
words:  "Altitude,  look,  reach,  touch." 

After  an  hour  or  so  more  of  training  in  the 
Ready  Room — stretching  out  on  the  padded 
table  in  the  arched  position,  donning  the  jump 
harness,  going  through  the  drills — I  was  ready. 

I  went  with  your  mother  to  the  jump  area. 
There  we  watched  a  Marine  jumper  exit  at  the 
same  height  I  was  to  jump  from.  He  landed  eas- 
ily right  in  front  of  us,  though  I  thought  he  hit  a 
bit  harder  than  my  tendon  would  like. 

Then,  wearing  the  Desert  Storm  boots  I 
was  issued  when  I  visited  our  troops  in  Saudi 
Arabia  for  Thanksgiving,  I  was  off  to  a  final 
planeside  briefing  and  into  my  white  Elvis 
suit — white  helmet  and  white  gloves — before 
boarding.  We  were  off. 

The  jumpers  inside  were  hyped,  giving  the 
parachute  jumper's  equivalent  of  the  high  five — 
two  fists  on  top  of  the  other  guy's,  then  under, 
then  knock  the  end  of  his  fists,  and  finally  index 
fingers  point  at  each  other  (the  signal  for  pulling 
the  rip  cord).  I  got  caught  up  in  the  spirit  of  it 
all,  totally  hyped. 

The  turboprop  plane,  a  "Sky  Van"  with  a  to- 
tally open  back,  climbed  to  12,500  feet.  Nearing 
the  exit  zone,  I  was  told  to  stand  and  back  up 
toward  the  rear  of  the  plane.  My  instructors 
kept  saying,  "Back  up  a  little  more,  sir,  a  little 
more."  It  was  only  then  that  I  felt  a  twinge  of 
fear — not  panic,  but  rather  a  halting  feeling  in 
the  leg,  groin  and  gut. 


Finally,  it  was  time. 

"Are  you  ready  to  sky  dive?" 

"Ready  to  go!" 

I  went  through  my  mantra,  "Look  left. 
Look  right."  Then,  holding  my  hands  up,  fac- 
ing forward. 

"Pilot.  Up.  Down.  Arch." 

Before  I  knew  it,  I  was  plummeting  face 
down  toward  the  desert  at  120  mph,  shoulders 
arched,  pelvis  out. 

I  fell  7,500  feet.  This  part  of  the  ride  lasted 
not  quite  a  minute. 

I  did  make  a  couple  of  mistakes  on  the  way 
down.  My  helmet  hit  the  low  ceiling  as  I  exited. 
Then  I  forgot  to  give  the  "wave  off  sign  to  my 
escorts  at  5,500  feet.  Finally,  I  was  unable  to  se- 
cure my  rip  cord,  once  pulled,  onto  the  Velcro 
strip  that  holds  it.  It  fell  to 
the  desert  floor  below. 
The  penalty  for  this  final 
transgression  cost  me  a 
case  of  beer,  a  debt  which 
I  promptly  paid. 

When  I  pulled  the  rip 
cord  at  5,000  feet,  the  jolt 
was  far  greater  than  I  ex- 
pected. Looking  up,  I  saw 
the  multicolored  canopy 
fully  deployed.  I  grabbed 
the  handles  over  my  head 
to  steer.  I  checked  the  al- 
timeter on  my  left  wrist, 
amazed  at  the  slow  and 
gentle  descent.  I  practiced 
my  turns  and  the  flare. 

I  was  at  peace.  Gone 
was  the  loud,  rushing  noise 
from  the  free-fall.  I  was 
alone,  floating  gently  to- 
ward Earth,  reveling  in  the  freedom,  enjoying 
the  view. 

The  float  to  Earth  took  five  or  six  minutes.  I 
wish  it  could  have  gone  on  twice  as  long.  At 
about  750  feet,  the  ground  seemed  to  come  up  at 
me  much  faster — and  moreso  at  100  feet.  I  was 
anxious  to  flare  properly  so  as  to  make  a  soft 
landing,  and  the  order  to  do  so  came  about  50 
feet  before  hitting  the  ground. 

Pulling  down  hard  on  the  two  shrouds 
gently  softened  the  descent.  I  didn't  hit  hard, 
but  a  gust  of  wind  seemed  to  pull  me  back.  By 
then,  my  chute  had  been  swarmed  by  the 
Golden  Knights. 

I  was  down.  Bar  hugged  me  and  smiled.  All 
was  well  with  the  world.  • 


/  was  at  peace. 
Gone  was  the 
loud,  rushing 
noise from  the 
free-fall.  I 
was  alone,  float- 
ing gently  to- 
ward Earth, 
reveling  in  the 
freedom,  enjoy- 
ing the  view. 
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MAUS 

They  call  me  "Mister  Mausoleum,"  and  I  guess  a  lifetime 

spent  studying  and  visiting  and  keeping  scrapbooks  on  abodes  of  the  af- 
terlife— plus  that  couple  of  Sarkies  (for  Sarcophagan  of  the  Year),  and  the 
article  on  me  in  the  November  1974  New  England  Journal  Of  Medicine — 
does  sort  of  qualify  me  as  a  person  who  knows  his  "edifices  immortal"  as 
well  as  if  not  better  than  the  average  Joe. 

Those  who  have  read  Cobwebs  In  My  Hair  (The  Threshold  Press, 
Valparaiso,  IN,  525  pages,  illus.,  $9.95  C.O.D.)  already  know  it  all  began 
for  me  the  time  Dad  accidentally  locked  me  in  the  crypt  with  that  man- 
nikin,  and  from  that  week  on  I  was  "hooked." 

I've  noticed  that  mausoleums  bring  out  the  individualists  in  people  like 
nothing  else.  No  two  are  the  same — except,  of  course,  for  the  famous  19th- 
century  Pratt  Twins'  alabaster  "side-by-sider"  near  Bath,  England.  But  you 
don't  have  to  go  that  far  back  in  history  to  meet  some  mighty  curious  mau- 
sos  and  the  fascinating  tales  they  tell.  So  grab  a  flashlight,  a  crowbar,  a  can 
of  penetrating  oil,  some  bug  spray  and  a  pair  of  waterproof  gloves,  and  come 
along  on  a  trip  down  Mausoleumland's  murky,  madcap  Memory  Lane! 


What  a  dandy  scheme: 
check  into  a  classy  hotel, 
check  out  in  a  dignified 
mausoleum — and  under 
one  roof!  Mel  Swig,  Hol- 
lywood's "Mortician  to  the  Stars'  Best 
Friends,"  got  this  million-dollar  idea 
after  seeing  so  many  local  oldsters  reach 
trail's  end  in  their  crummy  rented  bung- 
alows and  get  only  a  cheap  funeral  for 
the  final  send-off.  So  Mel  built  the 
world's  first  hotel-mausoleum  down 
on  La  Cienega,  near  Wilshire.  For  one 
low  price  (plus  title  to  their  cars),  guests 
got  the  works:  meals,  free  member- 
ship in  the  Club  Eternity  nightspot,  a 
clean  studio  apartment  that  became 
their  sealed-for-the-ages  last  resting 
place.  No  need  for  costly  embalming 
or  caskets,  though  the  smartly  uni- 
formed chambermaids  were  licensed 


MEL'S 
MAUSOTEL, 
LOS  ANGELES 
1938 


undertakers,  just  in  case. 
The  Mausotel  had  to  hang 
out  the  No  Vacancy  sign  in 
just  two  weeks;  but  after 
six  months,  the  guests  were 
so  tickled  with  their  digs  that  not  one 
of  them  took  sick  and  expired.  Mel 
faced  a  crisis.  His  live-it-up  houseful  of 
superannuated  freeloaders  was  eating 
and  drinking  him  into  the  poorhouse. 
Gradually,  he  thinned  down  the  menu, 
until  malnutrition  ("Mel-Nutrition," 
the  ads  put  it)  did  its  work.  The  Maus- 
otel was  soon  as  silent  as  a  tomb  and 
Mel  could  turn  to  selling  his  bulging 
stock  of  clean  used  cars.  Alas,  one 
mean-spirited  guest  managed  to  stag- 
ger to  a  police  station  and  gasp  out  a 
wild-eyed  tale  of  woe.  Mel's  Mausotel 
meant  to  be  a  national  chain,  but 
Mel  nded  up  on  the  chain  gang. 


124  FORBES 


FYI 


MANIA! 


A  connoisseur  of  luxury  housing  for  the 
hereafter  tells  some  favorite  cryptic  tales.  As 
told  to  and  illustrated  by  Bruce  McCall 


PARTINGSHOT,  WILMINGTON,  NC,  1977 

1*  After  a  long  life  remarkable  mainly  for  its  obscurity — he  listed  as  his  affiliations  only  the  AAA  and  Hair  Club 
for  Men,  was  inadvertently  left  off  the  family  tree  and  died  five  days  before  anyone  noticed — Wilbur  Foss  Jr.,  scion 
of  a  vast  tobacco  fortune,  was  interred  in  a  sleek  new  marble  mausoleum  at  Fossland,  the  private  family  park.  It  would 
be  only  months  later,  when  stone  carvers  arrived  from  Italy  bearing  an  estate  executor's  order,  that  Wilbur's  choice 
of  the  curious  name  "Partingshot"  for  his  memorial  was  explained — and  the  whole  ghastly  truth  about  his  life  was 
revealed,  in  chiseled  gold  letters  two  feet  high.  He  had  not  been  who  he  seemed.  Chapter  by  shocking  chapter,  Wilbur 
Foss  Jr.'s  entire  autobiography  was  etched  in  marble  for  all  to  see:  his  swindles,  his  frauds,  his  debaucheries,  his  sneer- 
ing hatred  for  humanity,  emblazoned  for  the  ages.  It  was  the  last  laugh  of  a  secret  archcriminal  who  had  fooled  the 
world.  And  yet,  the  final  words  of  Wilbur's  posthumous  tirade  spoke  not  of  snarling  misanthropy  but  pathos:  "And 
Daddy,  you  said  we'd  go  on  a  picnic  that  time  and  then  you  brought  that  woman  and  told  me  she  was  my  new 
Mommy  and  I  hated  hated  hated  her  and  you  too  so  that's  why  it  was  all  your  fault  bad  bad  Daddy,  Your  Loving  W." 


->  Mrs.  Willa  Arbuthnot 
Gurgelson,  doyenne  of  Kan- 
sas City  society  for  half  a  cen- 
tury, hogfeed  heiress,  Em- 
press of  the  annual  Caucasian 
Ball,  could  have  chosen  any 
form  of  burial.  That  she 
dictated  the  vaulting  tower 
called  Nopesto,  with  its  elec- 
trified legs,  automatic  spray- 
ing system  and  giant  zappers 


NOPESTO, 
KANSAS  CITY, 
1991 

flanking  a  triple-sealed  cat- 
afalque bound  in  flypaper, 
spoke  to  that  which  she 
feared  in  death  even  more 
than  in  life:  bugs.  High 
above  ground,  Mrs.  Gurgel- 
son reasoned,  she  could  look 


forward  to  an  Eternity  free 
of  ickiness.  What  she  hadn't 
considered  were  termites. 
The  family  was  involved,  at 
last  report,  in  a  frantic  race 
against  the  clock  to  arrange 
for  Mrs.  Gurgelson  to  be 
shot  into  bugless  outer  space 
on  a  NASA  rocket  before  the 
Zero  Hour  predicted  by  the 
on-site  entomology  team. 


TV— 


TODTHOCHHAUS,  ZENANAU,  GERMANY,  1932 

The  modernist  architectural  credo  of  "form  follows  function"  was  followed  to  the 
grave,  so  to  speak,  by  the  German  master  von  Meister  in  his  1932  design  for  the  Brassfitter 
Union's  League  of  the  Dead  in  Zenanau,  near  Nauenzen.  Von  Meister's  sandstone  struc- 
ture loomed  15  stories  high,  provided  space  for  500  and  easily  copped  the  prestigious  Med- 
allion des  Morts  as  the  year's  most  original  design  for  non-living.  But  the  award  ceremony 
was  never  held;  ignoring  von  Meister's  specification  that  the  mausoleum  be  filled  from 
the  bottom  up,  careless  attendants  did  precisely  the  opposite.  A  fatally  top-heavy 
Todthochhaus  immediately  began  swaying,  then  wobbling,  before  collapsing  to  earth  in 
a  heap.  Renai  i   i  the  Rubbelhaus,  it  won  an  unprecedented  second  Medallion  des  Morts. 


THE 
WAMBLESHOT 

VAULT,  OAK 
PARK,  IL,  1939 

-fr  Senility?  Spirituality  gone 
cosmically  haywire?  Loved 
ones  and  associates  might 
argue,  but  they  were  help- 
less before  the  formerly 
hardboiled  egg  magnate 
Horace  Wambleshot's  ob- 
session in  his  later  years 
with  revival  after  death. 
Worse,  the  old  gentleman 
had  fallen  under  the  sway 
of  naphthology.  His  for- 
tune would  go  not  to  his 
heirs  but  would  be  squan- 
dered on  a  crackpot  "soul 
retrieval  system"  guaran- 
teed— by  a  door-to-door 
salesman  from  the  Univer- 
sity of  Transylvania  Med- 
ical School — to  bring  him 
back  alive.  All  it  took  was  a 
labyrinth  of  plumbing  in 
the  basement  of  his  burial 
vault  and  $2,000  a  day  until 
wake-up  time.  So  sure  was 
Horace  Wambleshot  of  his 


quick  return  to  the  living 
that  everything  was  made 
ready  for  the  welcome- 
back  party:  snacks,  cham- 
pagne, fresh  clothes,  even  a 
toothbrush,  sat  in  perpetual 
readiness  close  by  his  cas- 
ket. The  round-the-clock 
team  of  technicians  and 
caterers  was  poised  at  a 
prearranged  signal — three 
knocks  on  the  underside 
of  the  casket  lid — to  leap 
into  action.  And  weirdly 


enough,  early  in  the  morn- 
ing of  May  3,  1943,  the 
sound  of  three  quick  knocks 
shattered  the  silence  of 
the  chamber.  Off  came  the 
casket  lid — but  there  lay 
Horace  Wambleshot,  still 
dead.  Those  three  knocks 
had  only  been  the  sound  of 
a  technician,  tapping  out 
his  pipe  on  the  heel  of  his 
shoe.  A  big  No  Smoking 
sign  has  been  in  place  for 
the  past  54  years. 


THE  PERKINS  CRYPT,  LASCIVIA,  AR,  1985 

4?  Alf,  the  bad  seed  of  the  local  Perkins  clan,  grew  up  to  be  a  rotten  apple.  So  often  had 
he  been  on  the  lam  from  the  cops  and  the  FBI  that  when  he  was  reported  drowned  in 
a  mishap  involving  a  stolen  boat,  it  hardly  came  as  a  surprise.  But  the  mode  of  Alf  s 
final  repose  did.  He  had  left  instructions  in  his  will  that  an  exact  concrete-block  replica 
of  the  modest  Perkins  family  home  be  built  on  the  family  plot  in  the  local  cemetery. 
It  wasn't  long  before  kids  began  reporting  odd  doings  around  the  Alf  Perkins  crypt: 
strange  noises  from  within;  a  pickup  truck,  just  like  Alf  s,  arriving  and  departing  in  the 
middle  of  the  night;  Bud  cans  and  pizza  boxes  on  the  front  stoop  that  hadn't  been  there 
the  day  before.  But  then,  there  had  always  been  something  spooky  about  that  Alf 
Perkins;  his  had  always  been  a  soul  in  torment.  And  so  the  good  citizens  of  Lascivia 
told  the  kids  to  stop  with  their  consarned  fool  stories.  Let  the  poor  soul  rest  in  peace.  • 
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| .  .of  the  Virginia  restaurant  some  call  the 
best  in  the  country,  the  Inn  at  Little  Washingtoi 

Patrick  0'Connell,_  saucier  to  the  squirarchy,  herbapKrodite  to  the  haut 
mande,  chooses  a-pale  shade  of  fresh  Chilean  raspberry  for  his  lips. 
He's  being  interviewed  by  a  television  crew.  Again. 
Zut  ators,  how  many  times  can  a  man  explain  his  success?  It's  been  20 
■     .    years  since  he  and  his  partner,  the  dapper  Reinhardt  Lynch,  came  to  what 
was  then  the  culturally  barren  Virginia  coun- 
tryside to  open  The  Inn  at  Little  Washington,  a 
,  modest  endeavor  that  relied  heavily  on  local  morel  hunters  and  basil-grow  - 
.  sinies  heroic  its  gradual  transformation  into  a  gustatory  celebra- 
g|£:  Gallic-i^y&ared  palate  cleansers,  lobster  napoleons,  mini-timbales 

^^Kragc  IXnnainc  Romanee-Conti  Grand  Cms. 

rqij|aphs  by  Nc 


The  Inn  has  always  been  Patrick  and  Reinhardt's 
slighdy  kinky  boys'  club.  Poufy.  Sensual,  but  not  snobbish. 
How  else  to  explain  le  marriage  of  foie  gras  and  huckle- 
berries? Truffles  and  pizza?  Watermelon  sorbets  with 
chocolate  "seeds"?  How  to  explain  portobellos  pretending 
to  be  filet  mignon,  not  to  mention  a  reservation  list  that 
might  include  Sir  Andrew  Lloyd  Webber,  Mike  Nichols 
and  Diane  Sawyer,  the  wedding  party  of  Alan  Greenspan 
and  Andrea  Mitchell,  a  Saudi  prince,  a  Supreme  Court 
justice  and  the  local  high  school  prom  queen? 

Barbra  Streisand  convinced  O'Connell  to  open  the 
normally  dinner-only  restaurant  for  lunch  one  afternoon; 
even  in  the  empty  dining  room,  none  of  the  high  culinary 
drama  was  lost.  The  perfectly  postured  wait  staff  in  their 
starched  linens;  the  constant  futzing  over  silverware;  the 
vases  of  blush  full-blown  roses;  the  hand-blocked  William 
Morris  wallpaper;  the  oversized  crystal  glasses  gleaming 
in  anticipation  of  some  insouciant  pinot  noir;  the  portrait 
of  patron  saint  Brillat-Savarin,  gazing  down  in  stern  ap- 
proval as  the  subtle  scent  of  sorrel  wafts  from  the  kitchen. 


experience  of  her  career.  Try  as  she  might,  she  could  not 
find  one  thing  wrong. 

But  O'Connell  is  far  from  complacent.  One  recent  af- 
ternoon he  arrives  for  his  staff  meeting  and  announces 
with  grave  concern  that  the  Inn  is  in  a  "canape  rut." 

No  wonder  the  man's  got  an  ulcer. 

Herewith,  a  day  in  the  life  of  the  finest  restaurant 
in  America. 

NOON 

O'Connell  arises  in  late  morning.  He  and  Reinhardt  live 
in  a  small  house  adjacent  to  the  Inn  with  Rose,  their  aging 
dalmatian.  Over  the  years  they  have  purchased  14  pieces 
of  property  in  the  tiny  town  of  Washington,  Virginia,  an 
hour  and  a  half  s  drive  from  the  other  Washington.  This 
was  done  partly  for  expansion  and  partly  to  protect  the  bu- 
colic nature  of  their  hamlet.  Two  decades  ago,  they  stayed 
at  a  seedy  motel  down  the  street  where  the  only  other  oc- 
cupants were  the  local  hookers  who  would  bang  on  their 
door  at  3  a.m.  I  got  a  customer.  I  need  ice.  Mister,  you  go  back 


"People  are  tormented  b v 
their  ability  to  enjoy  food 


Even  the  Inn's  toilet  paper  seems  infused  with  some  se- 
ductive elixir.  (Lemon  balm?  Figwort?  Fracas?) 

Like  a  Broadway  production,  the  curtain  rises  each 
night  at  6  p.m.  for  two  seatings  and  a  maximum  160  pa- 
trons who  have  waited  for  weeks  to  dine  on  24-carat  gold- 
painted  plates  under  pastel  taffeta  lights.  They  are  charged 
different  prices  for  seatings:  $88  Sunday  through 
Thursday,  $98  Friday  and  $108  Saturday.  Cocktails  and 
wine  often  send  the  final  tab  to  well  over  $200  per  per- 
son. The  wine  cellar  boasts  almost  14,000  bottles  with  950 
different  vintages. 

Outside,  the  chauffeured  cars  are  three  deep.  "There 
are  so  many  sometimes  we  call  it  'limousine  abuse,'"  says 
O'Connell.  Guests  have  been  known  to  arrive  by  heli- 
copter, prompting  city  officials  to  draft  an  ordinance  for- 
bidding choppers  to  land  within  600  feet  of  Main  Street. 

Although  the  evening's  production  appears  seamless, 
potential  disaster  looms.  First,  there  is  food  guilt.  "People 
are  very  tormented  by  their  ability  to  enjoy  food,"  says 
O'Connell.  "It's  become  another  taboo.  Along  with  sex. 
Or  drinking.  It's  one  of  the  last  pleasurable  things  allow- 
able. I'm  not  advocating  that  people  eat  more  butter  or 
cream,  but  they've  got  to  have  an  outlet." 

Then  there  are  the  expectations.  Any  flaw,  however 
slight,  O'Connell  says,  stands  out  Tike  neon."  The  pres- 
sure is  constant.  And  everybody's  got  a  boeuf.  One  frus- 
trated critic  wrote  that  she  had  the  m        is<  rable  dining 


up  to  that  restaurant  of  yours  and  get  us  some  ice. 

After  his  usual  wake-up  protein  drink,  Patrick  can  be 
found  in  his  cluttered  office  with  his  secretary,  Laura,  re- 
turning phone  calls.  Dressed  in  white  shirt,  clogs  and 
black  pants,  he  is  bean-thin,  pale  and  rather  fragile  at  51. 
He  stayed  up  too  late  and  drank  too  much  the  night  be- 
fore. He  has  a  droll  wit  and  a  high,  giddy  laugh.  There  are 
stacks  of  his  cookbook,  a  wildly  successful  $50  coffee-table 
tome  that  sold  out  its  second  printing  in  15  days. 
Reinhardt  walks  in,  wearing  leather.  He,  too,  is  drinking 
a  strange  concoction.  "We  don't  eat  the  food  here,"  he 
deadpans.  "It's  one  of  our  secrets  of  health." 

ONE  P.M. 

O'Connell  walks  across  a  narrow  path  to  a  room  off  the 
kitchen.  Around  the  table  his  kitchen  staff  is  gathered,  in- 
cluding Frank  Kren,  the  Inn's  impeccably  proper  manager 
who  is  in  his  eighth  year  of  service  (and  has  since  left). 
They  work  12-hour  days. 

Now,  they  are  "evolving"  dishes  for  the  menu.  It's  like 
choosing  songs  for  an  album,  O'Connell  says.  "Usually  a 
meal  will  have  a  mood  to  it.  It's  all  parallel  to  the  arts." 

He  takes  a  chair  and  is  handed  a  plate. 

"Uh-oh,"  he  says,  stabbing  the  flaky,  burnt  sienna-col- 
ored mound.  "What  happened  to  the  fluffy?" 

It's  a  puff  pastry  dish,  gone  amuck.  "Fluf  fy  is  very  au 
naturel.  Fluffy  is  big.  It's  a  fluffy  on  steroids,"  he  critiques. 
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Guests  are  rated  from  one 
to  ten,  to  gauge  their  moo 


"Fluffy  should  actually  be  a  little  rose."  They  make  differ- 
ent fluffies.  Apple,  for  one.  This  one  encases  corned  beef 
and  a  poached  egg. 

"Oh,  this  is  the  morning  fluffy,"  O'Connell  says.  "Well, 
then  it  could  be  bigger." 

Everything  has  a  name:  a  fluffy,  a  puffy,  a  doogie  (a 
fanciful  dessert  garnish  of  chocolate  or  caramel  that  re- 
sembles a  twisted  TV  antennae). 

O'Connell  sprinkles  his  critiques  with  his  own  highly 
descr-  ve  .rbiage:  things  are  "futzy,"  "zip-zappy," 
-krackle."  The  scallop  seviche,  he  pronounces, 


should  be  more  "ethereal." 

Jenna,  the  recently  hired  pastry'  chef  and  graduate 
of  the  Culinarv  Institute  Of  America,  carries  in  a  tray  of 
puffy  dessert  souffles. 

"Did  vou  roast  the  bananas?"  O'Connell  asks. 

Jenna  nods. 

"Oh,  you  did.  That's  why  it's  good."  He  samples  a  sec- 
ond one.  "I  don't  care  for  that  nut  one  at  all.  It  makes  me 
feel  a  little..."  He  pauses  for  effect.  "Strange." 

Next  dish. 

"My  thought  was  that  the  cabbage  chiffonnade  was 
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going  to  be  loose,  but  it's  not  a  problem  what  you  have." 

There  is  a  discussion  about  the  grating  of  horseradish 
at  the  table.  Busby  Berkeley-like,  O'Connell  seizes  on  the 
presentation:  "We'll  walk  out  with  the  root."  As  if  the 
waiters  had  just  returned  from  foraging  in  the  Blue  Ridge. 

His  sous  chefs  listen  attentively,  speak  only  when  spo- 
ken to  and  address  O'Connell  as  "Chef." 

The  menu  relies  heavily  on  seasonal  herbage.  When 
tomatoes  are  passe,  the  sauces  integrate  autumn  vegeta- 
bles. Same  with  the  morning  pancakes  for  overnight 
guests.  Berries  in  summer,  apple-pecan  in  winter.  Some 
items  are  imported.  Clementines  from  North  Africa,  rasp- 
berries from  Chile. 

"This  rhubarb  situation  is  not  right.  We've  got  to 
change  it  tonight." 

He  wants  it  to  be  more  than  just  an  accent  on  the 
veal  sweetbreads.  Bias  cut,  or  batons  or  lattice.  It's 
being  flown  in  from  Holland,  for  God's  sake.  It  should 
not  be  obliterated. 


paying  no  attention.  They  were  in  the  kitchen  saying, 
"Where's  my  order?'" 

They  had  150  guests.  O'Connell  worked  by  flashlight. 
"They  got  their  birds." 

For  now,  the  kitchen  staff  will  meet  again  at  3:30  with 
a  game  plan.  Everyone  makes  a  contribution.  O'Connell 
will  take  an  idea  from  the  dishwasher  if  it's  clever. 

When  something  doesn't  sell,  they  change  the  word- 
ing on  the  menu.  Take  the  grilled  rack  of  lamb.  Fifteen 
percent  of  sales  for  six  months  and  not  one  single  person 
has  ordered  it  in  the  last  ten  days!  "It's  that  cabbage  slaw 
that's  freaking  them  out,"  O'Connell  concludes.  He  sighs 
deeply.  "We'll  change  it  today.  We'll  name  it  after  Andrew 
Lloyd  Webber." 

TWO-THIRTY  P.M. 

"I've  got  to  do  my  own  makeup,"  O'Connell  says,  back 
in  his  office.  "I  look  real  blotchy  without  it." 

"Good  Morning  America"  is  here  to  fdm  an  interview. 


A  staffer  takes  a  blow 
torch  to  a  creme  brulee. 


There  is  discussion  of  an  all-truffle  menu,  including 
truffle  ice  cream. 

"Do  we  have  any  problem  getting  enough  truffles?" 

"It's  hard  to  get  a  guarantee  more  than  a  week  ahead," 
Jeff,  one  of  his  sous  chefs,  offers. 

O'Connell  examines  his  fingernails.  "It  might  be  fun. 
As  long  as  we  don't  quite  jazz  into  a  theme  with  the  wait- 
ers dressed  as  truffles. .  .or  pigs." 

Frank  Kren  smiles  wanly. 

There  follows  a  list  of  "shorts,"  foods  currently  featured 
on  the  menu  but  not  in  the  house.  They  had  to  return  the 
raspberries  ("no  flavor  whatsoever"),  watercress,  fava  beans 
and  plums  (underripe).  Adjustments  are  made  on  that 
night's  menu.  The  apple  sorbet  is  a  little  icy.  It  has  to  be 
respun.  A  huge  batch  of  granola  has  been  screwed  up  by 
using  the  wrong  honey. 

But  nothing  compares  to  the  evening  a  storm  came 
up  while  they  were  barbecuing  blackberry-marinated 
poussins  on  a  charcoal  grill  and  the  whole  thing  flew  over 
the  neighbor's  fence,  sending  flaming  baby  birds  and 
briquettes  over  parked  cars.  "The  next  thing  I  thought 
was  that  the  cars  would  start  exploding,"  O'Connell  re- 
members. Small  fires  broke  out.  A  kitchen  helper 
grabbed  a  bucket  of  soapy  water.  "Just  as  she  got  to  the 
doorway,  the  power  went  off.  She  tripped,  fell  on  top 
of  another  boy  and  there  was  a  pileup  of  pe  ople  lying  on 
the  floor  in  soapsuds.  The  kitchen  imme  ;ly  became 
violently  hot  because  the  fans  cut  off.  The     liters  were 


He  directs  Laura  to  retrieve  his  makeup.  "And  there's  this 
pencil,"  he  calls  after  her,  "that  makes  your  lips  any  size 
you  want  them." 

In  the  kitchen,  Reinhardt  is  sampling  the  souffles,  bite 
by  bite.  Nearby,  currants  are  soaking  in  Jack  Daniels  for 
the  bread  pudding.  Someone  is  cutting  apart  chickens. 
Stainless  steel  pots  hang  over  the  ten-burner  industrial 
stove. 

Lunch  is  ordered  for  Patrick,  Reinhardt  and  the  "Good 
Morning  America"  crew.  Virginia  crab  with  spinach 
mousse  timbale  (Mimi  Sheraton  called  it  "cloudlike"),  hal- 
ibut with  mustard  crust,  grapefruit  tart  on  lemon  short- 
bread, an  amusing  sauvignon  blanc. 

At  a  round  table  in  the  otherwise  empty  dining  room, 
O'Connell  nibbles  on  his  timbale  and  says  he  is  concerned 
with  value. 

"I'm  constantly  asking  my  staff,  'Would  you  pay  $100 
for  that?'  I  don't  want  them  to  think  that  only  rich  peo- 
ple come  here.  The  average  customer  is  coming  here  to 
celebrate  a  wedding,  or  anniversary  or  birthday.  They've 
saved  for  six  or  eight  months." 

Still,  he  sighs,  "If  they  ever  whine  about  the  price,  I 
think,  'If  they  only  knew  what  goes  into  it,  they'd  feel 
guilty.'" 

F IV  E  P.M. 

In  the  kitchen,  Sean  is  cutting  up  rhubarb  for  rhubarb  piz- 
zas while  Jenna  prepares  small  portions  of  chocolate 
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mousse  cake  for  "Seven  Deadly  Sins,"  one  of  the  Inn's  sig- 
nature desserts,  which  features  bite-size  morsels  of  seven 
different  sweets  splattered  Pollock-like  with  seven  differ- 
ent sauces.  One  New  Year's  Eve,  O'Connell — giddy  with 
fatigue — lay  down  on  the  kitchen  floor  in  his  whites  and 
had  the  crew  squirt  him  with  the  sauces  before  entering 
the  dining  room  to  celebrate.  A  human  Deadly  Sin. 

There  are  two  dozen  kitchen  employees,  many  of  them 
top  students  fresh  out  of  culinary  school.  Over  the  years, 
several  have  gone  on  to  open  their  own  restaurants.  "We 
look  for  the  ones  who  are  obsessed  about  wanting  to  be 
here.  News  clippings  of  the  place  decorating  their  bed- 
room," Chef  says.  "Carried  my  picture  in  their  wallet. 
That  kind  of  thing." 

One  of  the  drawing  cards,  they  say,  is  that  O'Connell 
is  a  "hands-on  chef." 

"A  lot  of  chefs  of  his  caliber  and  fame  are  on  the 
go  all  the  time,"  says  assistant  Bob  Whitehead. 
"Patrick  is  always  here." 

FIVE-THIRTY  P.M. 

In  the  dining  room,  Patrick  and  Frank  are  going  over  the 
menu,  wine  list  and  reservations  at  the  wait  staff  meeting. 
Four  birthdays.  Four  anniversaries.  Five  rooms  of  the  Inn 
are  occupied.  Guests  are  discussed  by  name:  table  prefer- 
ence, history,  whims.  Every  guest  who  arrives  at  the  Inn 
is  rated  on  a  scale  of  one  to  ten.  It's  not  a  sartorial  or  fi- 
nancial meter.  It's  to  gauge  their  mood.  "If  they're  below 
a  seven  or  an  eight,  maybe  they  had  a  fight  or  they're 


How  can  O'Connell  tell  if 
something's  wrong?  "Easily, 


tired,"  reasons  O'Connell.  They  are  rated  again  at  dessert. 

Although  not  physically  restrained,  "no  one  is  al- 
lowed to  leave  the  restaurant  unless  they're  a  nine  or 
above,"  he  says. 

If  you  forget  your  wallet,  no  problem.  They'll  bill  you. 

O'Connell  calls  on  one  of  the  waitresses  to  recite  the 
kitchen  report.  In  rounded  tones,  as  if  reciting  Yeats,  she 
replies:  "Ratatouille  and  lobster  caviar.  The  crostini  is  rab- 
bit. The  canape  is  mussel.  The  soup  is  celery  root.  The 
clams  are  on  and  the  liver's  off.  " 

Chef  nods.  "Let's  have  a  great  night." 

S  I  X   P.  M  . 

The  temperature  in  the  kitchen  is  rising. 

O'Connell  stands  before  a  large  pot  and  tastes  the  cel- 
ery root  bisque.  He  frowns  and  adds  more  chic  ken  stock, 
is  handed  a  dinner  plate  to  sample  four  different  pud- 


dles of  sauce.  He  tastes  each  one.  How  can  he  tell  if  some- 
thing's wrong?  "Easily." 

He  is  a  calming  influence  among  the  staff.  Tall  and 
soft-spoken,  he  moves  through  the  room  in  his  white 
jacket,  tasting,  tasting,  tasting,  his  mouth  in  constant  mo- 
tion. He  dons  a  red  apron.  The  door  is  beginning  to  swing 
back  and  forth.  Customers  have  arrived.  Plates  of  salt- 
crusted  currant  rye  bread  and  butter  are  carried  out. 
Huckleberries  for  the  venison  are  sauteing. 

It  is  beginning  to  resemble  an  emergency  room: 
each  member  works  with  precision.  "Ready  for  first 
course,  Table  60." 

SEVEN  P.M. 

In  the  hushed  dining  room,  several  patrons  sip  wine  under 
the  hanging  lamps.  Reinhardt  wears  a  jacket  and  vest,  a 
floppy  bow  tie.  The  decor  is  a fin  de  siecle  Paris  bordello,  pre- 
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sided  over  by  a  rather  jaded  aristocrat. 

Back  in  the  kitchen,  O'Conftell  is 
absorbed  by  another  problem. 

"The  little  black  truffle  pizzas  are 
getting  smaller  and  smaller.  We  could 
make  them  another  half-inch  bigger 
in  diameter,"  he  says. 

In  the  bar  area,  Reinhardt  stands 
at  the  telephone.  The  credit  card  ma- 
chine doesn't  work.  "It's  not  even 
making  a  connection." 

In  the  kitchen,  every  burner  is  lit. 
Staffers  flip  and  saute;  the  assembly 
line  is  operating  smoothly.  "Emerg- 
ency. Table  five.  Bread  and  butter." 

EIGHT  P.M. 

O'Connell  stands  before  the  indus- 
trial-grade metal  shelf  that  holds 
plates,  examining  each  one.  He  care- 
fully wipes  the  rim  of  one.  Silverware 
clatters,  puffs  of  smoke  cascade  from 
the  ovens.  "One  barbecue  medium, 
one  rockfish."  "Two  tuna,  both  med- 
ium." "Simon,  please  check  22  and 
see  if  they're  ready."  One  kitchen 
staffer  slumps  over  the  counter,  ex- 
amining the  Cajun  walnuts  that  go 
on  the  endive  salad.  He  tastes  one. 
"Too  spicy.  Somebody  said  some- 
thing outside." 

Word  comes  back  that  another 
diner  wants  to  know  whether  the 
venison  is  male  or  female.  There  is 
some  milling  about.  A  three-minute 
debate  occurs. 

"We  use  both  sexes?"  the  waiter 
suggests,  searching  for  the  answer. 
O'Connell  thinks.  Isn't  the  doe  for 
breeding?  "Oh,  so  we  only  use  the 
bucks.  I'll  say  that,"  the  waiter  offers. 
O'Connell  hedges.  Tiny  beads  of 
sweat  condense  on  his  forehead. 
"Well,  we  don't  always  check." 

Voices  are  heard  over  the  din. 
"Ordering  a  quail,  timbale,  lobster, 
hot  foie  gras.  Ordering  a  tuna,  rock- 
fish,  beef  and  lobster.  Two  veni,  a 
veal  and  a  rockfish." 

O'Connell  inspects  every  plate 
that  comes  back  to  the  kitchen.  If 
there's  one  bite  left,  there's  something 
wrong.  "These  people,  did  they  eat 
their  salad?" 

"They've  been  eating  very  little," 


the  waitress  replies. 

He  walks  over  and  tastes  the  wal- 
nuts. Too  spicy.  They  will  be  saved 
for  a  staff  meal.  Another  batch  is 
brought  out.  "A  hint,  a  hint,"  he  di- 
rects an  underling. 

"Fire  Table  63." 

That  is  O'Connell's  cue  to  prepare 
that  table's  main  course.  The  pans 
sizzle.  It's  controlled  chaos.  "Forty- 
one  walking."  That's  shorthand  for 
carrying  the  dinner  plates  to  the  table. 
The  wait  staff  line  up  with  their 
dishes  and  parade  out  the  door  single 
file.  Every  check  has  the  time  the 
guests  arrive,  what  time  the  first 
course  is  served,  main  course,  wine.  If 
the  main  course  doesn't  come  out 
within  one  hour  after  the  seating,  as  it 
should,  it's  noted. 

"Walking  50." 

"Fire  Table  64." 

In  one  corner,  a  staffer  takes  a 
blowtorch  to  a  creme  brulee. 

"Dessert  walk.  Table  62." 

"I  need  a  chocolate  doogie."  A 
dessert  plate  almost  went  out  sans 
doogie. 

The  waiter  presents  the  plate  to 
Jenna.  "Lower  the  doogie  in  place," 
he  says  solemnly. 

NINE  P.M. 

O'Connell  stands  at  the  stove,  still 
working.  The  last  order  won't  come  in 
for  another  hour.  But  now,  Jenna 
needs  him  at  the  dessert  station.  He 
takes  a  squirt  bottle  of  chocolate  sauce 
and  stares  down  at  the  plate.  With  art- 
ful precision,  he  pens  a  liquid  "Happy 
Anniversary"  on  the  rim.  He  removes 
the  slightly  limp  sprig  of  mint  and  re- 
places it  with  a  perkier  one. 

"It's  automatic,"  he  nods.  The  wal- 
nuts are  discussed.  It  was  a  mistake. 

"The  customer  was  quite  right. 
They  were  redone.  Now  they're  fine." 
The  sound  of  clattering  silver  and 
china.  The  heat.  The  aching  calves. 

TEN-THIRTY  P.M. 

O'Connell  adores  eggs  in  every  form. 
Poached  egg  on  a  watercress  salad 
with  black  truffles.  Tonight,  he  wants 
an  egg  in  an  egg:  scrambled  egg  in  a 


them/7  . 
crowd 

the  Inn  at  Little  Washing- 
ton is  located  in  Washing- 
ton, Virginia,  about  70 
miles  southwest  of  Washing- 
ton, D.C.,  on  Highway  211.  Din- 
ner guests  may  choose  to  stay 
overnight  in  rooms  that  range 
from  $260  for  a  standard  with 
queen  bed  and  shower  to  a  $545 
suite  with  balcony  and  whirl- 
pool bath.  On  Friday  evenings 
add  $100  per  room;  on  Satur- 
days add  $175.  Rates  may  also 
be  higher  on  certain  days  of  the 
year.  All  overnight  guests  of 
the  Inn  are  guaranteed  dinner 
reservations.  For  reservations 
for  dinner  and/or  rooms  at  the 
Inn  at  Little  Washington:  540- 
675-3800;  fax  540-675-3100. 


shell  topped  with  caviar.  Thirty  min- 
utes later,  he  unties  his  apron,  ready 
to  join  Reinhardt  on  the  secluded 
porch  off  the  dining  room  for  dinner. 
Heads  turn  when  he  enters,  and  he 
moves  from  table  to  table  with  ease, 
slightly  reserved  but  always  with  a 
smile.  Reinhardt  orders  wine.  Sud- 
denly, a  woman  appears. 

"We've  eaten  in  some  wonderful 
places,  but  this  is  the  best,"  she  gushes. 

She's  a  medical  student.  Her  date 
is  a  lawyer.  They  rarely  get  a  chance 
to  eat  with  each  other.  They  chat 
with  O'Connell,  hanging  on  every 
word.  It's  11:45.  They  will  drive  back 
to  Washington,  D.C. 

"Isn't  that  cute,"  Reinhardt  says, 
watching  them  depart.  "A  lawyer  and 
a  doctor." 

Back  in  the  kitchen,  the  night  shift 
has  started  work.  Every  pot  is  taken 
down  and  scrubbed.  All  the  burners. 
Some  nights,  they  clean  the  oven. 

They  work  until  6:30  a.m. 

Cookies  are  baking.  Dough  is 


rising.  Doogies  are  being  carefully 
fashioned,  fluffies  are  fluffing, 
puffies  are  puffing. 

Fantasia-like,  the  ingredients 
are  being  transformed  into  some- 
thing quite  magical.  No  wonder  so 
many  starry-eyed  lovers  wind  up 
making  the  drive  to  the  Inn  and  re- 
cruiting waiters  to  help  engineer  a 
wedding  proposal. 

O'Connell  takes  his  visitor  back  to 
the  kitchen  and  slips  into  his  tiny  of- 
fice space.  There,  on  the  shelf,  is  a 
music  box.  He  takes  it  in  his  hand 
and  turns  the  key.  It's  a  snow  scene 
with  a  dancing  mouse  performing  a 
ballet  on  a  tiny  mirror  meant  to  re- 
semble ice.  A  gold  chain  around  the 
twirling  mouse's  neck  is  used  to  hold 
the  engagement  ring. 

He  stands  there,  in  the  semi-dark, 
smiling  dreamily.  It  is — how  you 
say? — "zip-zappy."  • 

Stephanie  Mansfield  is  a  writer 
living  in  Washington,  D.  C. 


For  Reservations  Call: 
Crown  International  Marketing  at  800.628.8929  or  201.265.5151 
The  Le  acting  Hote  Is  Of  The  World  at  800.223.6800 


A    GUIDE    TO    RUSSIAN    BUSINESS  ETIQUETTE 


Great  Doing 
Business  With 
You,  Grigori 


And  Thank 
You  For 
Not 
Killing  Me! 


THERE  HAS  BEEN  A  LOT  OF  FUSS  MADE  IN  RECENT  YEARS  ABOUT  THE 
headaches  of  doing  business  in  Russia.  Western  businesspeople  and  the  media  com- 
plain about  incompetence,  corruption,  gangsterism  and  a  general  cultural  inability  to 
appreciate  the  finer  nuances  of  capitalism.  And,  well,  frankly,  they're  right.  Russian 
business  often  is  incompetent,  corrupt  and  rife  with  crime,  and  most  Russians, 
particularly  those  with  the  cash,  don't  give  a  hoot  about  the  finer  points  of  macro- 
economic  theory.  What  they  do  care  about  is  making  money,  preferably  obscene 
amounts  of  it — and,  make  no  mistake,  there  is  plenty  of  money  to  be  made  there  now. 

BY  CHARLES  DUBOW 
ILLUSTRATIONS  BY  MARK  RYDEN 
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®  The  Young  Tycoon 


BIO:  University  dropout 
who  founded  his  own  bank. 
Worth  $50  million  by  his 
mid-20s;  homes  in  London, 
the  south  of  France  and 
Geneva;  children  attend 
private  school  in  England. 
DOMINANT  CHARACTER 
TRAIT:  Pragmatic  avarice. 
WHAT  THE  NEW  RUSSIA 
MEANS  TO  HIM:  Profits. 
POLITICAL  ORIENTATION: 
Happy  to  pay  off  any  party 
who'll  give  him  the  most 
lenient  regulatory  laws. 


COCKTAIL:  Perrier. 
NEVER  SEEN  WITHOUT:  An 

armed  escort. 

FAVORITE  PASTIME:  Being 
fawned  over. 

MOST  RECENT  ACHIEVE- 
MENT: Buying  control 
of  another  formerly  state- 
owned  oil  company. 
FAVORITE  SAYING:  "Boris, 
I  dont  care  what  the  finance 
minister  wants,  just  make 
sure  that  we  are  authorized 
to  conduct  operations  with 
state  budgetary  'funds . " 


The  problem  is  that  most  of  the  Western  companies 
that  swept  in  after perestroika  expected  the  Russians  to  fall 
to  their  knees  in  gratitude,  thanking  us  for  delivering  them 
from  under  the  jackboot-heel  of  Communism.  What 
most  Westerners  failed  to  realize,  however,  was  that  the 
Russians  had  their  own  agenda — and  their  own  style  of 
doing  things.  They  were  happy  to  have  our  dollars,  of 
course,  but  had  little  interest  in  playing  the  money-mak- 
ing game  our  way. 

It  would  be  easy  to  interpret  this  as  simple  bad  man- 
ners on  the  Russians'  part,  but  the  mark  of  successful  busi- 


Russians  regar 
between  an' 


nesspeople  is  the  ability  to  adapt  to  the  demands  of  what- 
ever country  they  find  themselves  in.  Unfortunately,  after 
realizing  that  they  were  being  played  for  suckers,  most 
Western  companies  folded,  decamped  or  scaled  back  their 
operations.  Nevertheless,  some  of  the  ones  that  stayed 
have  been  wildly  successful — and  there's  no  reason  why, 
with  the  help  of  this  guide,  you  can't  be  too. 

The  Russians  are  a  very  formal  people  and  great  stick- 
lers on  points  of  protocol  and  decorum.  While  it  is  true 
that  they  do  not  often  much  care  about  minor  details,  such 
as  the  incorrect  usage  of  one's  salad  fork,  they  are  very  par- 
ticular about  both  Russians  and  non-Russians  failing  to 
observe  what  is  considered  proper  form. 

For  example,  if  you  were  the  representative  of  a  large 
Western  company  and  you  needed  a  special  permit  to 
begin  operations,  would  you  apply  to  the  appropriate  min- 
istry, pay  the  official  fee  and  wait  several  months  (or,  more 
often,  years)  for  permission  to  come  through?  Or  would 
you  take  the  minister  and  his  cronies  out  for  a  tremendous 
booze-up  and  give  everyone  a  diamond  Rolex? 

Proper  Russian  business  etiquette  would  clearly  indi- 
cate that  you  should  choose  the  latter  option.  But  how 
would  you  know  that?  You  wouldn't.  Being  an  honest 
businessperson,  you  would  have  gone  by  the  book  and 
probably  blown  a  big  deal  for  your  company.  The  whole 
point,  of  course,  is  to  play  the  game  the  Russian  way  and 
beat  them  at  their  own  game.  That  is  why  the  following  tips 
will  come  in  pretty  handy. 

HOW  TO  PAY  A  BRIBE 

V izyatka.  Baksheesh.  Douceur.  Payola.  Grease.  Call  it 
what  you  will,  in  a  country  where  speed  is  a  foreign 
concept,  nothing  gets  things 
done  faster  than  a  little  well-placed 
bribe.  There  are  basically  two  kinds  of 
bribes  in  Russia:  the  voluntary  and  the 
involuntary.  The  voluntary  is  an  invest- 
ment for  the  future,  such  as  what  you 
might  give  a  government  functionary 
who  could  provide  you  with  favorable 
treatment  in  an  upcoming  business 
deal.  The  involuntary  is  for  the  pre- 
sent, such  as  you  might  give  the 
militia  (the  Russian  version  of  po- 
lice) to  keep  them  from  causing 
you  grievous  bodily  harm. 

Great  finesse  is  required  in  pay- 
ing a  bribe.  The  approach  is  crucial. 
To  counteract  the  impression  that 


Avoid  unseemly 
cultural  misun- 
derstandings 
in  the  emerging 
Russian  market 
with  this  taste- 
ful gift:  a  suit- 
case stuffed  fill 
of  $100  bills. 
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Dusiness  meetings  as  a  cross 
rogation  and  a  tea  party. 


you  are  in  fact  bribing  the  recipient,  you  should  create  an 
atmosphere  of  openness  and  conviviality.  The  preferred 
method  is  the  well-known  Vladivostok  Opening.  On  pre- 
senting a  suitcase  full  of  used  $100  bills  to  your  favorite 
government  official,  it  is  always  best  to  say:  "Here  you  are, 
old  man.  You  left  this  at  my  office  the  other  day.  Thought 
I'd  take  the  opportunity  to  return  it."  The  bribee  will  ap- 
preciate your  correct  observance  of  form,  and  you  will  be 
gratified  by  how  quickly  things  will  work  out  for  you. 

Alternatively,  when  dealing  with  the  militia,  employ 
the  Cartwright-Pushkin  Maneuver.  It  is  important  to 
mention  that  a  militiaman  does  not  care  whether  you  have 
committed  a  crime  or  not.  So  there  is  no  point  in  pro- 
claiming your  innocence.  He  knows  it  as  well  as  you  do. 
Nevertheless,  when  approached,  it  is  still  best  to  shuffle 
guiltily.  Never  look  a  militiaman  in  the  eye,  as  he  may  take 
this  as  an  excuse  to  hit  you.  Moreover,  instead  of  handing 
over  the  money  to  him,  let  him  find  it  for  himself — it  is 
advisable  to  keep  a  few  loose  $2o's  in  your  pocket. 

HOW  TO  CONDUCT  A  MEETING 

In  the  States,  we  tend  to  enter  into  business  negotia- 
tions assuming  that  a  mutually  beneficial  deal  between 
two  parties  is  the  desired  result  of  a  successful  trans- 
action. In  Russia,  however,  people  take  a  slightly  harder 
edge:  if  the  other  guy  is  happy,  then  you  must  be  doing 
something  wrong. 

Russians  also  make  great  use  of  their  powerful  pa- 
tience— they  make  a  weapon  out  of  it.  They  use  it  to  wear 
you  down.  While  the  Italians  will  try  to  beat  you  with 
their  charm,  the  French  with  their  cooking,  the  Japanese 
with  their  efficiency,  the  Russians  will  do  nothing  so  ac- 
tive: they  will  win  by  doing  nothing  longer  than  you  are 
willing  to  wait.  They  will  simply  sit  it  out.  Look  how  long 
it  took  them  to  lose  the  Cold  War. 

Russians  regard  business  meetings  as  a  cross  between 
an  interrogation  and  a  tea  party.  They  chain-smoke,  pass 
stale  cookies,  drink  brandy,  and  ask  you  the  same  ques- 
tions over  and  over  again.  Over  the  course  of  a  meeting 
that  can  drag  on  for  several  hours,  nothing  may  be  accom- 
plished. Which,  of  course,  is  exactly  what  the  Russians 
want.  They  hope  that  their  general  reluctance  to  answer 
even  the  simplest  of  your  questions  will  make  you  lose  the 
will  to  negotiate  successfully. 

The  way  to  handle  this  situation  is  to  go  against  all  your 
natural  instincts.  Rather  than  becoming  annoyed,  and 
playing  into  their  hands,  behave  oppositely.  Demonstrate 
a  casual  disregard  for  the  outcome  of  the  meeting.  Fiddle 
with  the  items  on  the  desk.  Bring  out  your  contracts. 


Drop  them  on  the  floor,  pick  them  up,  and  then  drop  your 
pen  on  the  floor.  Pick  up  the  pen  and,  upon  discovering 
that  it  doesn't  work,  ask  one  of  the  Russians  if  they  could 
lend  you  a  pen.  Doodle  with  it.  Occasionally,  stretch, 
yawn,  and  get  up  and  walk  around  the  room. 

This  will  make  the  Russians  feel  uncomfortable.  Soon 
they  will  become  annoyed  by  your  diffidence.  They  are  ac- 
customed, after  all,  to  dealing  with  patronizing  Western- 
ers who  try  to  tell  them  what  to  do.  Eventually,  they  will 


©  The  Gangster 


BIO:  Psychopath;  former 
KGB  judo  instructor. 
DOMINANT  CHARACTER 
TRAIT:  Ruthlessness. 
WHAT  THE  NEW  RUSSIA 
MEANS  TO  HIM:  Increased 
criminal  activity . 
COCKTAIL:  Double  Chivas 
&  Coke  with  a  shot  of 
cherry  brandy. 
NEVER  SEEN  WITHOUT: 


Bad-ass 
looking 
shades 


A  cheap  blonde. 
FAVORITE  PASTIME:  Play- 
ing high-stakes  black- 
jack at  the  Up  &  Down  Club. 
MOST  RECENT  ACHIEVE- 
MENT: Ordered  gangland 
execution  of  several  mem- 
bers of  the  Ukrainian  mob. 
FAVORITE  SAYING:  "If 
he  doesn't  pay  up,  kill  his 
whole  family." 


Big  shoul- 
ders from 
prison 
workouts 


Shiny 
Italian 
double- 
breasted 
suit. 
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Greasy 
comb-o'. 


Tape  on 
glasses 


Polyester 
shirt 


Vodka 
bottle  in 
m:  pocket 


Pro-Stalin 
banner 


©The  Old-Line  Apparatchik 


BIO:  Former  Politburo 
member  now  serving 
in  Duma  as  Communist 
deputy. 

DOMINANT  CHARACTER 
TRAIT:  Body  odor. 
WHAT  THE  NEW  RUSSIA 
MEANS  TO  HIM:  Significant 
loss  of  power. 
POLITICAL  ORIENTATION: 
Marxist-Leninist. 


COCKTAIL:  Vodka.  , 
NEVER  SEEN  WITHOUT:  A 

hanuner-and-sickle  lapel  pin. 
FAVORITE  PASTIME:  Talk- 
ing about  the  good  old  days. 
MOST  RECENT  ACHIEVE- 
MENT: Thrown  out 
of  Kremlin  for  hissing  at 
Boris  Yeltsin. 
FAVORITE  SAYING:  "Stalin 
was  misunderstood." 


get  so  frustrated  with  you  that  they  will  make  every  effort 
to  speed  the  meeting  toward  a  satisfactory  conclusion,  just 
so  they  can  get  rid  of  you. 

HOW  TO  BEHAVE 
WHILST  BEING  KIDNAPPED 

In  Russia  today,  kidnappings  tend  to  be  one-way  con- 
tract affairs;  rarely  is  a  ransom  asked  for.  Naturally, 
there  has  been  much  dispute  about  proper  kidnapping 
etiquette,  and  certain  points  need  clearing  up.  One  school 
feels  that  it  is  best  to  put  up  a  fight  and  try  to  run  away. 
This,  however,  can  be  construed  by  your  abductors  as  bad 
manners  and  will  lead  to  further  faux  pas.  The  best  thing 
is  to  let  then  get  on  with  it.  It  is  advisable  to  feign  indif- 
i  to  make  a  little  small  talk  about  the  weather. 


Remember,  be  polite  at  all  times.  However,  once  you  have 
been  bundled  off,  be  prepared  to  make  a  counteroffer. 

You  (nonchalantly):  So,  paying  you  much,  is  he? 

Kidnapper:  Oh,  yes. 

You:  No,  I  mean  real  money.  Don't  tell  me  you  don't 
know  the  going  rate? 

Kidnapper:  'Course  I  do.  I'm  getting  at  least  $5,000  for 
this  job. 

You:  If  you're  being  paid  a  kopeck  under  $10,000, 
you're  being  robbed.  Obviously,  you  aren't  being  paid 
what  you're  worth. 

Now  is  the  time  to  strike.  Double  the  offer  and  get 
them  to  shoot  the  fellow  who  ordered  you  kidnapped  in 
the  first  place. 


HOW  TO  SOCIALIZE 

Russians  are  famous  for  their  alcoholic  intake. 
Vodka,  brandy,  whiskey — they  aren't  picky.  (Mem- 
bers of  the  mafiya,  in  particular,  pride  themselves 
on  being  especially  hard  customers,  and  expect  their  guests 
to  demonstrate  a  similar  aptitude  for  inebriation.)  If  your 
business  partners  invite  you  out,  but  you  feel  that  your 
head  and  stomach  are  no  longer  capable  of  participating 
in  a  Slavic  bacchanal,  it  is  necessary  to  provide  an  excuse 
for  your  abstinence  without  losing  your  host's  respect. 

A  surefire  way  to  get  around  this  is  by  using  the 
Enderby  Technique.  Arrive  at  the  nightclub  in  a  wheel- 
chair. Explain  that  your  old  war  wound  is  acting  up,  and 
that  your  doctor  has  you  doped  to  the  eyeballs  on  pre- 
scription painkillers.  (Carry  an  unmarked  bottle  of  aspirin 
and  offer  it  around  to  your  hosts.)  Drinking  would  be 
fatal,  you  tell  them,  but  you  wanted  to  come  along  any- 
way. Wince  in  agony  occasionally  and,  for  full  effect,  sto- 
ically say,  "I'm  all  right."  They  will  respect  a)  the  war 
wound;  b)  your  capacity  for  enduring  pain  and  still  going 
out  on  the  town  with  them;  and  c)  your  willingness  to 
share  pharmaceuticals. 

You  can  also  carry  a  portable  phone 
and  arrange  to  have  someone  call  you 
every  15  minutes  or  so.  This  will  provide 
you  with  a  good  excuse  to  wheel  away 
from  the  table  from  time  to  time. 


R 


HOW  TO  TRAVEL 

ussians  are  very  car-conscious. 
One's  status  is  reflected  in  the 
size,  newness  and  expense  of 
one's  car.  Currently,  the  automobiles  du 
jour  are  Mercedes,  Jeep  Cherokees, 
Volvos  and  BMWs.  Russian-made 
cars  are  for  losers.  Therefore,  to 
soften  a  Russian  up  before  an  im- 
portant meeting,  it  is  crucial  to  cre- 
ate in  him  a  state  of  anxiety  by 
using   the   Improved  Counter- 


Wheel  and  deal 
with  your  new 
comrades  in  this 
stylish  model: 
it's  sure  to  elicit 
sympathy  and 
respect for  your 
war  effort. 


FY  I 


Fawning  Ploy,  first  used  to  such  good  effect  by  Mr.  G.  R. 
("Smoke")  Henderson  in  1992. 

Suppose,  for  instance,  that  your  prospective  Russian 
partner  comes  along  to  pick  you  up  in  his  fancy  new 
foreign  car.  Your  procedure  should  be  as  follows:  1) 
Upon  getting  in,  admire  the  car  openly.  2)  Comment 
that  your  wife/mother/daughter/other  female  member 
of  your  family  is  very  happy  with  hers  but  that  you 
found  it  a  little  cramped.  Wait  a  few  moments  before 
3)  saying  that  you  think  he's  quite  right  not  to  have 
bought  a  model  with  a  lot  of  silly  optional  extras.  "All 
my  friends  back  home  have  them,"  you  add,  "but  hon- 
estly, if  you're  really  rich  you  can  do  whatever  you  like." 
By  now  your  client  should  be  getting  flustered,  and  it's 
time  to  deliver  the  final  blow.  Just  before  arriving,  4) 
tell  your  client  that  he  should  come  and  visit  you  some- 
time and  drive  a  real  car.  (It  is  permissible  at  this  point 
to  invent  a  make  or  model  of  automobile.  "I  have  a 
Doppelganger  2000.  Fastest  car  in  the  world.  German, 
of  course.  Only  make  50  of  them  a  year.  Damned  ex- 
pensive, but  worth  every  penny.") 

HOW  TO  BUY  ON  THE  BLACK  MARKET 

Everything  is  for  sale  in  Russia.  From  interconti- 
nental ballistic  missiles  to,  as  some  rumors  al- 
lege, Lenin's  embalmed  corpse.  If,  for  example, 
you  are  looking  to  replenish  your  stock  of  weapons- 
grade  plutonium,  be  sure  to  conduct  business  only  with 
senior  officers  of  the  Russian  military.  A  lot  of  unsus- 
pecting customers  have  made  the  mistake  of  dealing 
with  third  parties  and  middlemen — often  to  their  re- 
gret. Not  only  is  the  quality  inferior  but,  if  the  Russian 
senior  officers  hear  about  it,  they'll  be  sure  to  tip  off  the 
German  customs  police. 

Russia  is  an  art  connoisseur's  paradise.  Not  only 
Russian  art,  but  works  of  art  from  all  over  the  world  can 
be  found  on  the  black  market.  The  problem  is  that  many 
of  these  artworks  are  fakes.  Therefore,  you  must  convince 
your  suppliers  that  you  are  an  expert  (even  if  you  aren't), 
or  else  they  will  rob  you  blind. 

Black  Marketeer  (holding  icon):  This  is  the  famous 
Black  Virgin  of  Perm. 

You  (looking  thoughtful):  No,  it's  not.  My  uncle 
owns  the  original.  Now  stop  trying  to  rob  me  and  show 

me  the  good  stuff. 

The  black  marketeer 
can  say  nothing.  He  does 
not  know  your  uncle 
(if,  of  course,  you  even 
have  an  uncle).  The  icon  may 
in  fact  be  genuine,  but  odds  are 
that  he  knows  even  less  about  art 
than  you  do.  He  will  be  on  the 
defensive  now — and  you  can  make 
some  real  bargains  at  this  point. 


2.0  0  0 


Hit  "em  where  it 
hurts: fabricate 
a  car  so  grand 
they  cant  even  be- 
gin to  imagine  it. 


Anti-U.S. 
propaganda 


Veins 
bulging  in 
neck  and 
forehead 


-Paramilitary 


uniform 


Hobnail 
boots 


The  Ultra-Nationalist 


BIO:  Chronic  loser  who 
developed  a  political  fol- 
lowing by  playing  up 
to  people's  worst  fears. 
DOMINANT  CHARACTER 
TRAIT:  Paranoid  obsession. 
WHAT  THE  NEW  RUSSIA 
MEANS  TO  HIM:  A 
golden  opportunity  to 
rabble-rouse. 

POLITICAL  ORIENTATION: 

Stridently  fascist. 
NEVER  SEEN  WITHOUT: 


Foam-flecked  lips. 
FAVORITE  PASTIME: 

Ranting  and  raving. 
MOST  RECENT  ACHIEVE- 
MENT: Organizing  rally  to 
militate  against  U.S. 
occupation  of  Alaska. 
FAVORITE  SAYING: 
"Russia's  current  problems 
are  a  result  of  Zionist 
conspiracy  to  prevent  us 
from  becoming  the  rightful 
masters  of  the  world." 


HOW  TO  COPE  WITH  THE  BUREAUCRACY 

After  spending  hours  passing  through  customs,  the 
Marquis  de  Custine  wrote  in  the  memoirs  of  his 
trip  through  Russia  in  1839  that  "Russia  is  the 
land  of  useless  formalities."  Today,  the  situation  has  only 
deteriorated.  Everything  needs  to  be  rubber-stamped  at 
least  twice.  Russians  hold  in  almost  primitive  awe  the 
thump  of  the  stamp  as  it  hits  the  paper  and  the  look  of  of- 
ficial ink.  Want  to  get  married?  Buy  a  car?  Start  a  busi- 
ness? Vaccinate  your  dog?  You  need  a  stamp.  Although 
America  has  similar  problems  (as  anyone  visiting  the 
DMV  or  a  post  office  can  attest),  you  rarely  see  a  Russian 
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Dancer's 
neck 

Costly 
baubles 


Bleached 
blond  hail- 


Heavy 
makeup 


Shopping 
bag 


expensive 


Fishnets 


©The  "Model' 

BIO:  Former  ballet  student 
in  Ekaterinburg,  now 
living  in  Moscow. 
DOMINANT  CHARACTER  v 
TRAIT:  Easy  virtue. 
WHAT  THE  NEW  RUSSIA 
MEANS  TO  HER:  Better 
clothes,  and  more  of  them. 
CAN  BE  FOUND  AT: 
The  Nightflight  Club  on 
Tverskaya. 

POLITICAL  ORIENTATION: 

Horizontal. 
COCKTAIL:  Vintage 


French  champagne. 
NEVER  SEEN  WITHOUT:  A 
rich  boyfriend. 
FAVORITE  PASTIME: 
Shopping  in  Moscow's 
hard-currency  stores  with 
boyfriend's  money . 
MOST  RECENT  ACHIEVE- 
MENT: Being  given  a 
Cartier  bracelet. 
FAVORITE  SAYING:  "For 
another  $200  you  can 
have  my  friend  Svetlana 
as  well." 


bureaucrat  getting  annoyed  or,  for  that  matter,  taking  to 
the  rooftops  with  a  high-powered  rifle.  Why?  He  or  she 
is  too  patient  for  that.  Non-Russians  sometimes  think 
that  by  showing  impatience — by  getting  angry  or  an- 
noyed— it  will  rouse  a  bureaucrat  into  giving  up  his/her 
stubbornness  and  taking  some  positive  action.  This  is  a 
grave  error.  They  love  it  when  you  get  impatient.  They 
know  that  their  stonewalling  is  taking  its  toll  on  you. 
When  you  start  yelling  or  demand  to  see  a  supervisor, 
manager,  etc.,  they  will  just  ignore  you. 

In  such  situations,  it  is  best  to  consider  the  Motherwell 
Feint  of  1994:  speak  at  all  times  in  a  strong,  clear  voice. 

You:  So,  not  ready  again,  eh? 


A  FEW  HANDY  RUSSIAN  PHRASES 


"Would  you  like  a  diamond  Rolex?" 

(Vy  nekhotite  'Rolex'  es  brimiantami?) 

"You  are  a  very  important  man.  Thank  you 
for  letting  me  live." 

(Vy  ochen  bolshoi  chelovyek.  Spahcebo  chto  ostavili  menya  v  sbi  vix.) 

"What  a  nice  gun." 

(Nyehplokhoy  pistolet.) 

"I  can  have  the  money  transferred  to  your 
Swiss  bank  account  in  the  morning." 

(Ya  mogu  pyeryevesti  denti  v  vash  shveetzerski  bahnk.) 

"Your  bodyguards  look  very  professional." 

(Ou  vas  professionalniye  telokhranityeli.) 

"Are  you  a  model?" 

(Ty  chto  fotomodel?) 

"You're  right,  we  should  not  worry  about  a 
small  leak  in  the  pipeline." 

(Vy pravi,  nyeh  stoit  bespokoytsya  iz  za  malenkoy  outechki  v 
truboprovodye.) 


Russian:  Problem.  Is  normal. 

You:  Fine  with  me.  You  know,  Gennadi,  I've  decided 
to  withdraw  my  application. 
Russian:  You  can't  do  that. 

You:  Of  course  I  can.  (Pause.)  And  it's  too  bad  tor  you, 
Gennadi;  I  liked  you  and  was  thinking  of  cutting  you  in 
on  it.  Too  bad,  really.  Would've  been  a  lot  of  money.  So 
long.  (Slowly  get  up  to  leave.) 

Russian:  Wait.  Stop.  Is  possible  I  can 
get  approval  today.  No  problem. 


F 


HOW  TO  DRESS 

or  years,  Russians  were  con- 
sidered among  the  worst- 


dressed  people  on  earth. 
Today,  while  many  general  direc- 
tors and  bureaucrats  may  still  dress 
in  the  traditional  shapeless  Soviet- 
era  suit,  the  young  tycoons  and  crime  ^ 
lords  have  developed  a  -taste  for  pricey 
European  designers.  Therefore,  it  is  a 
good  idea  to  pack  two  sets  of  clothes — 
one  impeccable  and  one  slightly  rum- 
pled. Quite  simply,  if  you  know  that 
you'll  be  meeting  with  the  Soviet-era 
holdover,  wear  the  Savile  Row  suit.  If 
you  will  be  seeing  the  more  expensively 
dressed  associates,  don  your  scuffed 
brogues  and  wash-'n'-wear  suit,  and 
bring  your  beat-up  briefcase. 


Bring  two  sets 
of  duds — one 

sPffly>  °ne 
iffy— to  helP 

you  get 
from  "Nyet" 
to  "Da." 
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You  will  be  sure  to  dazzle  the  former  with  your  sarto- 
rial splendor  and  confuse  the  latter  with  your  lack  of  it.  In 
each  case,  they  will  be  looking  to  you,  as  the  Westerner, 
to  set  the  tone.  Both  ways,  you  will  throw  your  opponent 
off-guard  and  gain  the  psychological  advantage. 

DATING 

Although  love  is  reputed  to  be  an  international  lan- 
guage, one  has  to  be  careful  around  Russian 
women  of  slipping  into  slang.  It  is  not  uncom- 
mon when  out  on  the  town — whether  in  a  wheelchair  or 


Lonely 
heart 


Slightly 

unfashionable 

suit 


/Running 
shoes 


Yeltsin-like 
.  hairpiece 


Gin  blossoms 
on  nose. 


Ugly 

/ 


Briefcase 
full  of 
used  $20 's 


7P 


Loot- 
stretched 
hand 


Cheap 
Russian 
shoes 


©The  General  Director 


BIO:  Former  head  of  the 
Glorious  October  1917  Trac- 
tor Plant  in  Sverdlovsk. 
Now  heads  factory  that 
makes  asbestos-lined  pipe. 
DOMINANT  CHARACTER 
TRAIT:  Incompetence. 
WHAT  THE  NEW  RUSSIA 
MEANS  TO  HIM:  No  more 
state  subsidies. 
POLITICAL  ORIENTATION: 
Vaguely  Communist. 
NEVER  SEEN  WITHOUT: 


Cheap  hairpiece,  bloodshot 
eyes  and  ugly  necktie. 
FAVORITE  PASTIME:  Going 
to  "business"  conventions 
in  Rio  and  Monte  Carlo. 
MOST  RECENT  ACHIEVE- 
MENT: Rerouting  another 
$50,000  into  his  Swiss 
bank  account. 
FAVORITE  SAYING:  "So 
what  if  quality  is  not  good, 
we  can  make  thousands  of 
them  every  month." 


not — for  a  Russian  woman  to  approach  and  let  you  know 
in  no  uncertain  terms  that  she  wishes  to  make  passionate 
love  to  you.  Do  not  be  unduly  flattered.  Regardless  of  your 
many  obvious  attractions,  the  astute  Westerner  will  real- 
ize that  something  more  than  chivalry  will  be  needed  to 
handle  this  situation. 

You:  Say,  does  your  mother  know  you're  out? 

Girl  (rubbing  herself  suggestively  against  you):  Sorry? 
No  speak  English. 

You:  Look,  you're  very  pretty,  but  I'm  married. 

Girl  (still  rubbing):  You  like? 

You:  Yes,  you're  very  nice,  but  I  really  don't  think.. .. 
Girl  (rubbing  harder  and  batting  eyelashes):  Two- 
hundred  dollars. 

At  this  point,  the  best  thing  to  do  is  act  dumb.  • 

Charles  Dubow  w  editor  of  the  Forbes  online  lifestyle 
service,  Digital  Cool  (www.forbes.com). 


©  The  Russian  Yuppie 


BIO:  Recent  university 
graduate;  father  was  a 
senior  Communist  Party 
member,  mother  an  eco- 
nomics professor;  now 
works  in  Moscow  for  a 
Western  telecommunica- 
tions company. 
DOMINANT  CHARACTER 
TRAIT:  Superficial,  brazen 
sett- interest. 
WHAT  THE  NEW  RUSSIA 
MEANS  TQ  HER:  An  inabil- 


POLITICAL  ORIENTATION: 

Only  likes  the  cute  ones. 
COCKTAIL:  Diet  Coke. 
NEVER  SEEN  WITHOUT: 
A  laptop,  a  cellular  phone  • 
and  Ferragamo  scarf . 
FAVORITE  PASTIMES: 
Watching  MTV.  talking  to 
friends  on  phone  and 
going  to  discos. 
MOST  RECENT  ACHIEVE- 
MENTS jjoined  chi-qlii 
health  club  and  trimmed 
inch  from  thighs. 
FAVORITE  SAYING:  "Is 
possible  I  get  job  working 
in  New -York,  yies?" 
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Lands'  End  Chinos. 
So  easygoing,  it's  hard  to  believe 
they  descended  from  a  starchy  British 
officer  in  the  Punjab. 


Actually,  they're  descended  from  his 
jT\.  pajamas. 

It  was  1846.  And  Lt.  Harry  Lumsden 
sweltered  in  the  heat  of  the  Punjab, 
on  India's  northwest  frontier.  His 
scarlet  tunic -a  heavy  felt -gave  no 
relief. 

So,  the  inventive  Lieutenant 
reached  for  the  most  comfortable 
clothes  in  his  locker,  a  pair  of  cotton  i 
PJ's.  He  dyed  them  a  tawny  color: 
the  Hindi  word  for  it  was  khaki. 

And  casual  clothing  has  never 
been  the  same,  since. 

How  khakis  turned  into  chinos, 
and  then  into  Lands'  End  Combed 
Cotton  Chinos  -  that  takes  explaining. 

Combed  first,  then  dunked 

The  fabric  in  chinos  has  always  been  a  woven  cotton 
twill -a  fabric  that's  medium  in  weight  but  sturdy. 

That's  what  led  the  U.S.  Army  to  adopt  it  for  summer 
uniforms.  (Before  World  War  I,  Uncle  Sam  bought  a  lot 
from  China -hence,  the  name  chinos.) 

But  our  chinos  are  made  from  a  softer,  easygoing 
twill.  The  cotton  has  been  combed,  giving  a  fine  "hand," 
or  feel  to  it. 

Then,  the  chinos  are  dunked  in  a  friendly  enzyme 
wash.  So  that  right  from  the  package,  ours  feel  broken  in- 
more  comfortable  than  Lt.  Lumsden's  PJ's. 

Of  course,  fabric  alone  does  not  a  pair  of  chinos 


make.  It's  also  a  matter  of  fit  and  tailoring. 
Tailoring  and  tweaking 

Our  fit  is  traditional.  Casual,  but  not  baggy  or 
droopy.  We  even  contour  the  belt  line  just  a  touch, 
so  the  pants  sit  better  on  your  hips. 

And  we  never  stop  tweaking  our  chinos.  This 
year,  for  example,  we've  added  more  belt  loops, 
and  made  the  pockets  deeper,  among  other  things. 

All  of  which  makes  our  chinos  well  worth 
$32.50  (or  $33.50,  with  pleats). 

In  fact,  we'll  put  them  up  against  some  that  go 
for  $60.  And  we  hem  ours  for  free. 

Of  course,  there's  lots  more  classically- styled 
clothing  in  the  Lands'  End  catalog.  And  it's  all 
just  as  well  thought  out. 

We'd  be  happy  to 
send  you  our  free  catalog. 
It's  kind  of  relaxed  and 
easygoing,  too. 


'1997  Lands'  End.  Inc. 


ntced. 


For  our  free  catalog,  call  anytime,  24  hours  a  clay, 
1-800-356-4444  Please  mention  ad  [wg| 


Name- 


Address. 


City  

Phone 


State . 
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Mail  to:  1  Lands'  End  I.ane,  Dodgeville.  Wl  53595 
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Mike  Foster  promised 
to  serve  only  one  term 
as  Louisiana's  governor, 
then  it's  back  to  birds, 
bayous  and  good  ol'  boys 

Even  in  the  dark,  as  we  loaded  the  gear  and  got 
into  the  boat,  you  could  tell  we  had  a  good  morning  for  it. 
A  front  had  blown  through  and  now,  behind  it,  the  air 
was  cold  enough  to  make  your  ears  sting,  with  a  surly  wind 
coming  out  of  the  east  and  some  low,  patchy  clouds  hang- 
ing overhead. 

"They  ought  to  fly  good  this  morning,"  someone  said. 

"Yes,"  said  Mike  Foster,  the  governor  of  Louisiana.  "I 
believe  they  will." 

It  was  a  scene  that  was  being  repeated  all  over  the 
coastal  section  of  Louisiana  (which  makes  up  a  good  third 
of  the  state),  with  men  wearing  camouflage  parkas  and 
carrying  shotguns,  sipping  scalding  coffee  and  looking  at 
the  sky.  The  governor  was  here,  and  since  you  can  only 
have  one  governor  per  state — even  in  Louisiana — that 
made  this  club  unique.  But  it  was  not  at  all  surprising  that 
the  governor  was  a  duck  hunter,  or  that  he  enjoyed  being 
around  the  duck-hunting  clubs. 

"A  lot  of  business  and  politics  in  this  state  gets  done 
around  places  like  this,"  one  of  the  hunters  explained  to 
a  visitor.  "Sure  does.  You  want  to  know  what's  going  on 
in  Louisiana,  the  best  way  is  to  spend  some  time  out  in  the 
duck  marshes,  with  the  people  in  the  clubs." 

Louisiana  is  either  blessed — or  cursed — with  the  most 


ALMOST  IOO  MIL- 
LION DUCKS. .  .MAK- 

ING  IT  THE  BEST 
SEASON  IN  25  YEARS. 

interesting,  colorful  politics  of  any  state,  and  also  with 
some  of  the  finest  duck  hunting  anywhere,  so  it  was  prob- 
ably inevitable  that  they  would  become  mingled. 

Mike  Foster  probably  cares  more  about  shooting 
ducks,  for  that  matter,  than  he  does  about  politics.  During 
his  1995  campaign  (as  a  Republican  in  a  traditionally  heav- 
ily Democratic  state)  he  promised  that  he  would  serve 
only  one  term  if  elected,  and  he  made  it  sound  more  like 
a  promise  to  himself  than  to  the  voters.  He  also  promised 
to  run  the  government  like  a  business — reminding  people 
that  he  was  a  businessman  and  not  (perish)  a  politician.  A 
populist  he  isn't — though  he  looks  more  like  the  common 
man  than  most  populists.  He's  a  burly  man  with  a  full 
beard  that  makes  him  look  like  a  lumberjack,  and  he 
prefers  his  Harley  to  the  state's  limo.  He  rode  the  motor- 
cycle to  his  own  inauguration. 

One  year  later  and  the  polls  are  showing  70%  approval 
or  so,  which  is  better  than  any  governor  in  the  nation.  So 
with  three  days  left  in  the  duck  season,  Foster  has  taken 
the  boys  in  this  club  up  on  their  invitation  and  flown  down 
from  Baton  Rouge  in  his  helicopter,  bringing  along  his 
bodyguard  and  his  black  lab,  Buster.  Since  the  assassina- 
tion of  Huey  Long,  the  governors  of  Louisiana  have  trav- 
eled with  a  bodyguard.  (The  lab  is  optional.)  But  one 
man — no  matter  how  good  he  is  with  a  Glock — proba- 
bly couldn't  do  much  this  morning  to  defend  Foster,  who 
is  surrounded  by  voters  carrying  12-gauge  shotguns. 

Still,  if  he  isn't  safe  here,  he  isn't  safe  anywhere. 

"These  are  his  kind  of  folks,"  one  of  the  club  members 
says.  "We're  proud  to  have  him." 

And  he  plainly  is  happy  to  be  here.  "We've  got  the  best 
waterfowling  in  the  United  States,"  he  tells  me.  He  may 
not  be  a  conventional  politician,  but  he  doesn't  mind  serv- 
ing as  a  booster  for  his  state.  It's  the  reason,  after  all,  that 
he  has  allowed  a  writer  to  join  him  on  this  hunt — one  of 
the  many  sacrifices  he  has  made  to  public  service. 

"We've  had  some  great  nesting  years.  We've  got  more 
ducks  this  year  than  we've  had  in  a  long  time." 

Almost  100  million  ducks,  as  a  matter  of  fact,  have 
moved  south  in  the  '96-97  winter,  making  it  the  best  sea- 
son in  25  years.  All  the  expensive  conservation  measures, 
public  and  private,  have  paid  off  in  the  restorauon  of  vast 
amounts  of  habitat.  All  those  Ducks  Unlimited  ■  fund-rais- 
ts,  all  those  seasons  of  bag  limits  that  were  so  small  that 

;-nost  didn't  stem  worth  it  to  go  out... this  is  the  pay- 


off: a  year  when  there  are  plenty  of  ducks. 

And  lots  of  duck  hunters.  Sales  of  federal  duck 
stamps — which  every  hunter  is  required  to  purchase — will 
go  over  1.5  million  this  year,  almost  double  the  number 
that  were  sold  during  the  lean  years  of  the  '80s.  The 
money  from  the  sale  of  these  stamps  gets  plowed  back  into 
further  conservation  efforts,  so  there  should  be  even  more 
ducks — and  better  duck  hunting — in  the  future.  Which  is 
a  good  thing,  because,  according  to  The  Wall  Street 
Journal,  "the  sport  has  become  the  prestigious  business  trip 
of  the  '90s,  right  up  there  with  golf." 
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Mike  Foster  wants  it  understood  that,  if  you're  after 
some  fine  duck  hunting,  then  you  ought  to  be  looking 
at  Louisiana. 

"We're  covered  up  with  them,"  he  tells  me.  "We  got  the 
ducks  and  we  damned  sure  have  the  guides  and  lodges." 
It  sounds — almost — like  a  political  speech. 

It's  still  dark  when  the  steel-hulled  boat 
takes  off  and  heads  down  a  barge  canal,  dropping  hunters 
and  their  guides  off  along  the  way.  The  governor — with 
his  bodyguard  and  me,  his  guest — requires  two  guides 


who  get  the  sports  and  their  gear  into  small,  narrow  boats 
that  they  run  down  a  tight  channel  through  what  seems, 
in  the  anemic,  predawn  light,  like  an  endless  prairie  of  cat- 
tails, sawgrass  and  cane. 

After  a  few  minutes,  the  thick  grass  opens  into  a  shal- 
low pond  of  ten  or  fifteen  acres.  The  guides  ease  the  boats 
in  behind  a  blind  and  cover  them  with  cane.  The  gover- 
nor, his  bodyguard  and  Buster  climb  into  the  blind,  and 
I  wait  in  the  boat,  glad  to  be  along  to  observe  and,  maybe 
later,  do  a  little  shooting.  This  is  an  old,  very  private  club, 
and  if  I  were  not  here  with  the  governor,  then  I  certainly 
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Essex  House 

Hotel  Nikko  New  York 
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Nikko  Hotels  Chain  Code  -  NK 


would  not  be  here  at  all.  We  take  our  various  places  and 
then  we  wait.  With  the  shrill  noise  of  the  two-cycle  out- 
boards  still  ringing  in  our  ears,  it's  hard  to  hear  anything 
for  a  minute  or  two. 

Then  we  recognize  the  steady,  straining  sound  of  the 
wind  and,  a  little  later,  the  whistling  wings  of  ducks. 

This  is  one  of  the  best  moments  in  all  of  sport,  the  last 
five  or  ten  predawn  minutes  in  a  duck  blind  when  you  can 
hear  the  ducks  and  sometimes  make  them  out  as  a  gray, 
spectral  blur  against  the  brightening  sky.  The  closer  you 
get  to  legal  shooting  time  (one  half  hour  before  sunrise) 
the  more  distinctly  you  hear  them.  The  dog  hears  them 
too,  and  probably  sees  them.  He  quivers  and  moans  with 
the  same  anticipation  you  feel  and  wonders,  no  doubt, 
what  the  hell  you're  waiting  for. 

Finally,  the  guide  whispers,  "Go  ahead  on  and  shoot 
'em,  Governor."  (Plenty  of  duck  hunters  jump  the  gun  by 


Buster,  the  governor  of  Louisiana's  labrador,  taking  a 
break  after  a  hard  mornings  work. 


a  few  minutes,  but  when  you're  the  governor,  you  have  to 
be  punctilious  about  this  sort  of  thing.) 

A  flight  of  eight  gadwalls  (they  call  them  gray  ducks  in 
Louisiana)  comes  sailing  in  across  the  pond,  heading 
straight  for  the  decoys.  The  guide  makes  some  soft  sounds 
on  the  call.  The  ducks  cock  their  wings  and  are  settling 
fast  when  the  guide  says,  "Take  'em." 

The  governor  and  his  bodyguard  pop  up  from  their 
seats,  mount  their  guns  and  shoot.  The  ducks  quickly  ac- 


YOU  RECOGNIZE  THE 
WIND  AND  THEN 
THE  WHISTLING 
WINGS  OF  DUCKS. 

celerate  and  struggle  for  altitude.  One  crumples  and 
falls — slowly,  it  seems,  almost  as  if  in  slow  motion.  When 
it  finally  hits,  with  a  heavy  splash,  the  governor  says, 
"Fetch,  Buster." 

The  lab  doesn't  have  to  be  told  twice. 

"That's  some  nice  shooting,  Governor,"  the  guide  says. 

The  lab  is  back  in  the  blind  with  the  drake  gadwall  in 
its  mouth  when  the  guide  says,  "Got  some  over  to  the  left. 
Way  out  but  coming  in." 

He  blows  a  few  notes  on  his  call  and  the  ducks  come 
boring  in. 

"Let  'em  get  close,"  the  guide  whispers. 
They're  25  or  30  yards  out,  maybe  ten  feet  off  the  water, 
when  he  says,  "Take  'em." 

It  goes  like  this  for  the  first  hour,  with  ducks  in 
the  hundreds  moving  over  the  marsh.  Some  circle  our  lit- 
tle pond,  interested  in  our  decoys  but  still  wary.  Some- 
times, they'll  come  in  after  three  or  four  passes,  persuaded 
by  the  guide's  calling,  and  occasionally  they  come  in  low 
and  fast  and  are  on  the  decoys  almost  before  anyone  sees 
them.  The  governor  is  complaining  about  a  shoulder  in- 
jury that  keeps  him  from  swinging  the  gun  smoothly.  But 
he's  an  experienced  shooter,  and  puts  them  on  the  water. 
Buster  is  happy  in  his  work. 

The  action  slows,  and  in  the  lull,  hunters  and  guides 
drink  hot  coffee  from  a  Thermos.  The  sun  has  come  up,  a 
few  fingers  above  the  horizon,  but  the  air  is  still  cold.  There 
isn't  much  room  to  move  around  in  a  duck  blind,  and  you 
get  cold  sitting  still.  The  coffee  helps,  and  a  few  minutes 
later,  the  governor  has  his  limit  of  five  ducks  (not  that  long 
ago,  it  was  one)  and  is  ready  to  head  back  to  camp. 

"Fine  morning,"  he  says  to  the  guide.  "I  appreciate 
your  help." 

"Proud  you  could  come,  Governor." 

After  lunch — gumbo  and  roast  teal — at  the  camp  din- 
ing room,  the  governor's  chopper  arrives  to  take  him  back 
to  Baton  Rouge  and  the  wars. 

"I  hate  to  leave,"  he  says,  with  the  kind  of  sincerity  that 
cannot  be  faked,  even  by  a  politician.  "But  I'm  going  to 
shake  loose  day  after  tomorrow — last  day  of  the  season — 
and  go  down  to  my  own  camp.  Whv  don't  you  meet  me 
there?  Call  the  office  and  get  the  directions." 

I  had  done  just  enough  shooting  out  on  the  marsh  to 
embarrass  myself.  I  accept  the  invitation  eagerly. 
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"we  got  roasted 
speckled  bel- 
lies,but  first, 
some  etouffee. 

"Tomorrow,  while  I'm  working,"  Foster  says,  "go  check 
out  one  of  the  commercial  operations.  There's  a  couple 
right  around  here  that  are  pretty  good." 

Now  this  is  one  of  the  many  great  things  about 
hunting  ducks  in  Louisiana. 

While  there  are  clubs  so  old  and  so  private  that  you 
have  to  be  elected  governor  to  get  an  invitation  (and 
maybe  that  explains  why  Mike  Foster  decided  to  get  into 
politics),  there  are  also  commercial  lodges  that  offer  good 
hunting  and,  in  the  case  of  Hammy  Patin's  Ace  Hunting 
Club,  just  outside  of  Abbeville,  food  that  is  better  than 
anything  you  can  find  this  side  of  New  Orleans. 

"Come  on  in,  my  man,"  Hammy  says  to  me  when  I  pull 
up  in  his  driveway. 

"You  done  got  here  just  in  time  for  some  fine  eating, 
I  tell  you  that.  And  some  fine  duck  shooting  in  the  morn- 
ing, too.  It's  a  fact." 

Hammy  is  300  pounds  if  he  is  an  ounce.  When  he 
climbs  into  the  cab  of  his  Ford  F-150  pickup,  it  sags  on  the 
springs  and  seems,  almost,  to  sigh.  There's  a  lot  of 
Hammy,  both  in  flesh  and  in  spirit.  He  has  all  those  ro- 
bust Cajun  appetites  and  the  evidence  is  right  there,  in  his 
girth  and  the  wear  on  his  face.  One  of  the  guides  who 
works  for  him  says  that  Hammy  once  threw  a  sheriff  s 
deputy  off  a  bridge  one  night  to  protest  what  he  consid- 
ered an  unprovoked  traffic  arrest. 

"I  was  a  younger  man,"  Hammy  says.  "Still  doing  some 
drinking.  I  wouldn't  do  that  no  more." 

Hammy's  place  is... well,  rustic.  It  has  the  requisite 
large-screen  television  and  pool  table  in  the  main  dining 
room.  Also  a  serve-yourself  bar:  lots  of  iced  beer.  Tables 
where  you  can  play  cards.  But  if  you're  looking  for  dark 
paneling,  leaded-glass  gun  cases  and  framed  sporting 
prints  on  the  wall,  then  you've  come  to  the  wrong  place. 
In  one  of  the  bunkrooms  at  the  Ace  club,  there's  a  wall 
mount  of  a  racoon's  hindquarters.  Cajuns  like  to  call 
themselves  "coon-asses,"  and  this  is  Hammy's  idea  of  a 
joke.  Get  it? 

But  if  Ace's  falls  somewhat  shore  on  the  faux  masculine 
decor,  it  is  long  on  the  essentials — good  food,  good  com- 
pany and  good  hunting. 

In  fact,  some  people — old  pals  of  Hammy's,  and  he  has 
a  lot  of  them — come  by  just  to  ea    ~-ne  supper. 

"We're  having  some  pot-roas  '  led  bellies 


tonight,"  he  says,  "and,  son,  they  are  some  kind  of  good. 
But  first  we  got  to  eat  some  etouffee." 

The  etouffee  is  thick  with  crawfish  and  all  the  earthy, 
rich  spices  that  go  into  Cajun  food,  and  all  by  itself  it  would 
make  a  meal  that  would  send  a  nutritionist  screaming  into 
the  night.  But  here,  at  Hammy's,  it's  just  a  warm-up  for  the 
geese  that  have  been  slow  cooking  in  oil,  peppers,  onions., 
celery,  garlic  and  all  manner  of  other  good  things  for  the 
last  three  or  four  hours. 

The  meat  is  dark  and  tender  and  seems  to  fall  off  the 
bone  when  you  cut  it  or  pick  it  up.  It  tastes  wild  without 
being  gamey — dark  and  savory  and  seasoned  in  a  way  that 
is  so  complex  and  complete  that  you  cannot  identify  any 
one  flavor.  You  just  eat  and  sigh  and  let  the  grease  run 
down  your  chin.  It's  acceptable — nay,  recommended — 
to  eat  with  your  fingers  at  Hammy's. 

After  the  pecan  pie  dessert,  I  go  to  bed  stunned. 

In  the  early  morning,  I  meet  my  guide  and  we  drive 
down  a  long,  pointless  road  and  then  walk  along  a  levee 
flanked  by  flooded  rice  fields,  stumbling  now  and  then  in 
the  dark.  We  crawl  into  a  sunken  blind  where  we  sip  cof- 
fee and  wait  for  sunrise. 

The  geese  come  over  our  decoys,  flying  with  that  ma- 
jestic dignity  and  purpose  they  have,  and  the  guide  calls; 
but  it  is  late  in  the  season  and  they're  wise  to  this  blind. 


Gerald  "Hammy" Patin  is  owner  and  guiding  spirit  of  the 
Ace  Hunting  Club,  where  you  eat  as  robustly  as  you  hunt. 
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The  ducks  an-  a  little  less  wary,  and  we  kill  some  pintails. 

It  has  been  a  fine  morning,  but  Hammy  is  disap- 
pointed. He  had  wanted  me  to  kill  some  geese.  But  he  has 
gumbo  on  the  stove — "so  good  it  will  make  you  forget  the 
old  goose  don't  fly  right." 

It  is  at  least  that  good. 

There  was  one  morning  left  in  the  duck  season, 
and  I  had  a  date  with  the  governor  at  his  own  club.  How 
bad  could  that  be?  I  called  Foster's  office  for  directions. 

"The  governor  is  so  sorry,"  his  secretary  said,  "but 
something  has  come  up  and  he  won't  be  able  to  join  you." 

But  before  I  could  manage  a  sense  of  disappointment 
or  some  clever  thought  about  never  trusting  a  politician's 
promises,  she  went  on.  "He  wants  you  go  on  out  to  his 
camp  and  make  yourself  at  home.  There  will  be  somebody 
there  who  can  take  you  out  in  the  morning." 

I  thanked  her  and  asked  her  to  thank  the  governor  and 
to  tell  him  that  I  appreciated  his  generosity,  especially 
since  I  wasn't  even  a  constituent. 


A few  miles  down  the  road from  Hammy  Patin's, 
you  can  get  your  ducks  and  geese  plucked  and  cleaned  by  a 
staff  of  cheerful  professionals.  No  credit  cards. 


But  I  wouldn't  feel  right  about  staying  at  his  camp  if  he 
wasn't  there... etc.,  etc.  In  the  South,  there's  as  much  rit- 
ual in  turning  down  an  invitation  as  there  is  in  issuing  one. 

And  it  was  a  hard  offer  to  turn  down.  (Just  the  idea  of 
letting  people  know  I  had  the  key  to  the  governor's  own 
hunting  camp:  talk  about  one-upmanship!)  But  it  didn't 
seem  right  and,  anyway,  I  had  alternatives. 

The  last  morning  of  the  season  was  clear  and 
cold,  with  a  steady  wind.  My  guide  poled  our  pirogue 
across  a  flooded  rice  field  next  to  a  big  cypress  swamp. 

We  were  in  the  blind  when  the  sun  came  up  dramati- 
cally out  oi  the  flat,  monochromatic  marsh,  molten  orange 
and  warm  to  look  at.  The  cypress  trees  stood  straight  as 
columns,  Spanish  moss  draping  their  sparse  upper  branches. 

There  were  no  homes,  cars  or  roads  in  sight.  Only  the 
trees,  the  water  and  the  rippling  marsh  grasses.  Lovely, 

'ile,  complex  country. 


THE  GEESE  COME  OVER 
OUR  DECOYS,  FLYING 
WITH  MAJESTIC  DIG- 
NITY AND  PURPOSE. 

The  ducks  were  moving,  and  we  had  shooting  right 
away.  My  guide  and  I  both  shot.  His  lab  retrieved.  We 
were  shooting  teal,  mostly,  also  some  widgeons,  pintails 
and  mallards.  Most  of  the  ducks  came  to  the  decoys  with 
a  little  calling,  and  we  were  close  to  having  our  limits  an 
hour  after  we  started  shooting,  when  a  lone  drake  mallard 
came  over  the  blind,  out  of  range  but  close  enough  that 
you  could  make  out  the  vivid  green  head. 

My  guide  blew  a  few  notes,  and  the  mallard  turned  and 
flew  over  the  decoys,  but  went  on  in  the  direction  of  a 
pond  that  had  been  filling  up  with  ducks  all  morning. 

"Going  to  be  tough  to  get  him  away  from  all  those  real 
ducks,"  I  said  to  my  guide. 

I  might  as  well  have  challenged  him  to  arm-wrestle. 

He  blew  plaintively  on  the  call,  and  the  greenhead 
banked  over  the  other  pond  and  came  back  toward  our  de- 
coys, lower  this  time.  But  he  flared,  just  out  of  range,  and 
headed  back  for  the  other  pond. 

"Nice  try,"  I  said,  sincerely. 

Which  seemed  to  inspire  my  guide,  who  now  worked 
the  call  like  Zoot  Sims  blowing  sax.  The  mallard  made  an- 
other pass,  still  out  of  range,  and  sailed  back  to  the  other 
pond,  where  he  had  his  wings  cocked  and  was  ready  to  land 
when  my  guide  blew  another  series  of  irresistible  notes. 
The  weary  mallard,  torn  between  the  ducks  he  could  see 
and  the  one  he  could  hear,  came  back  one  last  time.  As  he 
bored  in  on  our  decoys,  I  had  this  one  thought:  "Son,  after 
that  show,  you'd  better  not  miss." 

That  one,  and  another  couple  of  teal,  and  we  were  lim- 
ited out.  It  had  been  as  fine  a  morning  of  duck  shooting 
as  I  had  ever  had. 

"And  I've  never  seen — or  heard,  actually — calling  like 
that,"  I  told  my  guide. 

"Yeah,"  he  said,  "I  about  blistered  my  lip  on  that  one." 

I  stopped  for  one  last  plate  of  crawfish,  at  Black's 
Oyster  Bar  in  Abbeville,  and  then  drove  back  east  two 
hours  to  New  Orleans.  I  wondered,  idly,  what  pressing 
business  had  kept  Governor  Mike  Foster  out  of  the  duck 
marsh  on  the  last  day  of  the  season.  Whatever  it  was,  I 
thought,  one  thing  was  certain:  only  in  Louisiana  would 
most  of  the  voters  appreciate  the  sacrifice.  • 

For  Louisiana  guides  and  lodges:  Dept.  of  Wildlife  & 
Fisheries,  PO  Box  98000,  Baton  Rouge,  LA  70898-9000; 
304-763-2463.  Hammy  Patin  'sAce  Hunting  Club,  19337  R-uss 
Road,  Abbeville,  LA  70310;  318-643— 2910. 
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Recently,  at  an  otherwise  polite 
dinner  party,  I  listened  to  two  mem- 
bers of  the  baby-boom  generation 
making  conversation  about  their  bod- 
ily innards.  Forgive  me  for  sharing 
the  moment  with  you. 

"So,"  the  woman  began,  "as  soon 
as  I  realized  that  pain  in  my  stomach 
had  to  be  gallstones,  I  went  in  for  an 
ultrasound  exam." 

"What  did  the  test  find?"  the  man 
asked. 

"Nothing  at  all.  The  doctor  said  it 
was  probably  just  indigestion  or  a 
pulled  muscle.  The  pain  went  away. 
But  the  ultrasound  exam  cost  me 
$300!"  The  woman  waited  for  her 
listener  to  be  impressed,  but  he 
promptly  parried. 

"Three  hundred  dollars?"  he  said. 
"Well,  at  least  you  didn't  have  to 
worry  about  a  brain  tumor." 
"You  had  a  brain  tumor?" 
"No,  no.  It  turned  out  to  be  a  reg- 
ular headache.  But  I  wanted  to  be 
sure.  I  spent  $1,000  to  get  an  MRI." 
He  paused,  head  high,  allowing  us  to 


contemplate  the  skull  worthy  of  mag- 
netic resonance  imaging.  The  woman, 
her  ultrasound  hopelessly  one-upped, 
was  reduced  to  nodding  silently. 

You  might  dismiss  this  exchange 
as  an  aberration,  a  chance  skirmish 
between  two  hypochondriacs,  but  I 
fear  it's  a  harbinger  of  many  dinner 
parties  to  come.  The  first  baby  boom- 
ers have  just  turned  50,  and  in  the 
years  ahead  they  won't  be  going  gen- 
tly into  any  good  night.  The  most 
self-absorbed  generation  in  history 
will  be  whining  and  navel-gazing 
every  step  of  the  back  nine.  If  you're 
bored  by  their  arguments  over  who 
has  the  better  cholesterol  count,  just 
wait  until  they  start  debating  the 
merits  of  their  coronary  bypasses. 
Wait  until  they  start  needing  MRIs. 

You  could  face  some  long  dinners 
ahead,  but  don't  despair.  There  are 
proven  strategies  for  dealing  with 
Health  Bores.  The  theoretical  foun- 
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dation  of  all  these  strategies  is  the 
1950s  work  of  the  British  humorist 
Stephen  Potter,  who  wrote  Games- 
manship, Lifemanship,  and  One-Up- 
manship. Potter  defined  one-upman- 
ship as  the  science  of  "how  to  make 
the  other  man  feel  that  something 
has  gone  wrong,  however  slightly." 
Although  health  and  medicine  were 
not  Potter's  primary  research  top- 
ics— in  his  day  civilized  adults  did 
not  routinely  discuss  their  fiber  in- 
take— he  did  pioneering  work  in 
these  areas. 

Potter  suggested  that  a  know-it-all 
physician  could  be  thrown  off-stride  if 
the  patient  quietly  raised  doubts  by 
saying,  "I  am,  I  suppose,  right  in  call- 
ing you  'Doctor?'"  In  analyzing  how 
to  exploit  physical  disabilities,  Potter 
noted  that  "the  present  decay  of  Sir 
Walter  Scott's  reputation  is  in  no  small 
measure  due  to  the  fact  that  although 
Scott's  limp  was  just  as  bad  and  just  as 
genuine  as  Byron's,  nobody  ever  heard 
about  it."  Potter  proposed  a  basic  prin- 
ciple for  what  he  |^ 


called  "healthmanship":  "One  must  be 
able  clearly  to  suggest  that  one  is  abso- 
lutely healthy  or,  alternatively,  never 
really  free  from  pain." 

Potter  encouraged  other  research- 
ers to  study  this  field,  and  work  has 
proceeded  apace.  Here  are  a  few  re- 
sults. If  some  of  the  gambits  and 
counter-gambits  seem  difficult  or  ar- 
cane, remember  what  the  stakes  are. 
Remember  Potter's  guiding  motto:  "If 
you're  not  one  up,  you're  one  down." 

THE  BYPASS  BYPASS  When  a  hard- 
charging  executive  begins  to  discuss 
his  coronary  bypass,  the  obvious  ploy 
is  to  interrupt  with  talk  of  your  triple 
bypass.  But  this  is  amateurish.  Better 
to  listen  for  a  minute,  then  say  sym- 
pathetically: "You're  taking  it  so 
bravely.  The  first  bypass  is  always  the 
toughest.  I  can't  remember  the  details 
of  mine — after  four  operations  they 
blur  together — but  I'll  never  forget  the 
fear  that  first  time. 
You  can't  help  it. 
You  don't  know 


any  better.  That  first  time  I  made  out 
a  will  before  the  operation.  I  even 
made  my  wife  pick  me  up  at  the  hos- 
pital." Chuckle  at  your  silliness  and 
ask  him  to  pass  the  butter. 

THE  BORE  WAR  COUNTER-OFF- 
ENSIVE A  Health  Bore  can  be  espe- 
cially deadly  when  he  combines  his 
own  symptoms  with  the  latest  find- 
ings from  medical  journals.  You  can 
usually  halt  his  recitation  by  saying 
wearily,  "Frankly,  I  don't  put  a  lot 
of  faith  in  cross-sectional  studies." 
(There  is  no  need  to  know  what  this 
means.)  But  in  dangerous  situations — 
such  as  when  the  entire  group  at  a 
cocktail  party  appears  poised  for  a  dis- 
cussion of  cancer  mortality  rates — you 
should  make  a  bold  preemptive  strike. 
Clear  your  throat,  smile  and  say  in  a 
loud  voice:  "You  know,  it  so  happens 
that  epidemiology  has  always  been 
sort  of  a  hobby  of  mine..."  Pause  to 
sip  on  your  drink  for  five  seconds 
while  the  room  empties. 


CHEKHOV'S  CHECK  Noted  more 
for  its  historical  interest  than  its  util- 
ity, this  gambit  was  devised  by  the 
Russian  playwright  while  conversing 
with  a  wealthy  lady.  Despite  being  in 
apparent  perfect  health,  she  insisted 
on  reciting  woeful  symptoms. 

"Life  is  so  boring,"  she  complained. 
"Everything  is  so  gray:  the  people,  the 
sea,  even  the  flowers  seem  to  be  gray. 
And  I  have  no  desires.  My  soul  is  in 
pain.  It  is  like  a  disease." 

"It  is  a  disease,"  he  replied.  "In 
Latin  it  is  called  morbus fraudulentus." 

THE  MERCK  SMIRK  This  counter- 
gambit,  effective  against  Chekhov's 
Check  or  any  other  accusation  of 
hypochrondria,  requires  that  you  have 
a  copy  of  the  Merck  Manual  (and  what 
hypochondriac  doesn't?).  Merck's  en- 
cylopedia  of  ailments  and  symptoms  is 
the  malingerer's  bible.  Novices  at 
healthmanship  frequently  use  it  to 
prove  that  they  have  a  more  dangerous 
disease  than  anyone  else  at  the  table. 
"You've  got  jaundice?  Lucky  you.  I 
just  discovered  from  Merck  that  that 
little  stomach  ache  of  mine  is  either 
schistosomiasis  or  Cheesewasher's 
Lung."  More  advanced  students  ex- 
ploit its  rich 
.„.<»"**'  vocabu- 


lary: "I've  a  bad  case  of  coryza"  sounds 
so  much  better  than  admitting  you 
have  a  common  cold.  Why  have  warts 
when  you  can  have  "verrucae"? 

But  for  experts,  the  Merck  Manual 
is  best  reserved  for  that  difficult  mo- 
ment when  your  opponent  suggests 
your  illness  is  imaginary.  Instead  of 
trying  to  argue,  agree  with  him:  "Yes, 
I'm  afraid  you're  right.  I've  got  hypo- 
chondriasis. I've  got  it  bad.  I  guess 
you  know  what  that  means,  don't 
you?"  Open  the  Merck  Manual  to  the 
section  labeled  "Hypochondriasis" 
and  read  grimly  from  the  prognosis: 
"The  course  is  chronic,  fluctuating  in 
some,  steady  in  others.  Only  a  very 
small  proportion  of  patients,  perhaps 
five  percent,  recover  permanently. 
Hypochondriasis  is  notoriously  resis- 
tant to  all  forms  of  treatment,  and  all 
such  measures  are  only  palliatives." 
There  is  no  harm  in  choking  back  a 
tear  as  you  close  the  book  and  mutter, 
"No  cure,  no  hope." 


TINY,  WE  HARDLY  KNEW  YE  The 
more  minor  your  opponent's  com- 
plaints, the  more  effective  this  gam- 
bit. Wisdom  teeth,  ingrown  toenails, 
acid  indigestion — whatever  it  is,  lis- 
ten intently,  nod  slowly  and  say  with 
a  sigh,  'Yes,  we  lost  Tiny  to  that  one." 
Recall  how  Tiny,  the  star  center  of  the 
college  basketball  team,  succumbed 
to  the  ailment,  wasting  away  as  doc- 
tors watched  helplessly  and  the  en- 
tire school  mourned.  Recall  the 
grace  he  had  once  showed  with 
his  left-handed  hook  shot. 
Recount  how,  near  the  end, 
when  Tiny  was  asked  if  he 
needed  anything,  he  cheerfully 
quoted  a  minor  British  poet 
^2  Mole^ifl'    named  Walter  de  la  Mare:  "No, 
no,  too  late  for  fruit,  too  soon  for 
flowers."  If  that  still  fails  to  shut  up 
your  opponent,  try  a  dose  of. . . . 

COLD  COMFORT  "They've  made 
such  progress  against  that  disease!" 
can  be  devastating  when  followed 
promptly  with:  "Ten  years  ago,  they 
couldn't  have  done  anything.  Now 
people  are  living  for  months  and 


months!"  Refer  to  an  article  you  re- 
viewed for  an  upcoming  issue  of  the 
Journal  Of  The  American  Medical 
Association.  "At  first  glance,  you  may 
not  like  the  JAMA  data,  but  what's 
important  is  that  they're  working  on 
the  problem — finally!" 

Once  you've  mastered  the  proper 
tone  of  patently  false  cheer,  you  can 
try  more  subtle  variations.  "Oh,  I 
know  your  hospital  well.  Wonderful 
staff — so  enthusiastic.  I'm  not  one  of 
those  snobs  who  looks  down  on  grads 
from  Caribbean  med  schools.  Amer- 
icans make  plenty  of  mistakes,  too. 
As  long  as  the  islanders  are  following 
the  RQH-3  protocols,  you  should 
have  no  problems.  I'm  sure  they  ex- 
plained all  about  RQH-3  to  you." 

WINNING  THROUGH  DISORIENT- 
ATION One  of  Potter's  most  bril- 
liant ploys  for  halting  conversation 
was  to  announce,  "I  have  had  140  days 
of  illness  in  my  life."  As  Potter  ex- 
plained, "Listeners  are  unable,  with- 
out lame  pause  for  calculation,  to 
know  whether  to  commiserate  or 
admire."  Healthmanship  historians 
recently  discovered  that  Potter  was 
not  the  first  to  silence  through  disori- 
entation. Comte  de  MacMahon,  a 
19th-century  French  general  and 
statesman,  once  visited  a  soldier  with 
tropical  fever  and  said:  "Yes,  that's  a 
nasty  disease  you've  got  there.  You  ei- 
ther die  of  it  or  go  crazy.  I've  been 
through  it  myself." 

THE  PERSONAL  TESTIMONIAL 
Extensive  fieldwork  has  shown  that 
even  the  most  spirited  discussion  of 
high-fiber  diets  can  be  halted  by 
a  single  sentence:  "Ever  since  I 
switched  cereals,  I  can  really  feel  the 
difference  in  my  colon."  An  even 
more  indelicate — i.e.,  effective — 
gambit  is  to  reach  for  your  wallet 
while  cheerfully  inquiring,  "Want  to 
see  the  photo  from  my  angioplasty? 
I'll  tell  you,  if  you've  never  seen 
plaque  before...." 

How  to  counter  such  revelations? 
There  may  be  no  good  reply,  but  one 
dignified  strategy  was  demonstrated 
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by  Letitia  Baldrige  in  1991.  Baldrige, 
who  had  earlier  decreed  in  her  Com- 
plete Guide  To  The  New  Manners  For 
The  '90s  that  one's  surgery  should 
never  be  discussed  for  longer  than 
two  minutes,  was  asked  to  comment 
about  an  unusual  social  event  on 
Long  Island:  a  party  to  watch  the 
videotape  of  the  hostess'  gallbladder 
being  removed.  Baldrige  reacted  to 
the  social  news  with  stoic  pauses: 
"Oh...oh...ohhh...Well,  it's  a  free 
country,  and  people  can  do  what  they 
want.  Let  me  just  say  that  I  hope  the 
food  is  delicious  and  that  it's  served 
well  in  advance  of  the  screening." 

SURGICAL  REMOVAL  When  all 
else  fails,  flee.  One  option  is  to 
cough  violently  for  30  seconds,  gasp 
for  breath  and  announce,  "I  need  a 
drink.  Can  I  freshen  yours?"  Start 
hacking  again  before  he  can  an- 
swer. This  gambit  is  particularly 
appropriate  if  you've  previously  com- 
plained of  antibiotic-resistant  tuber- 
culosis. A  quicker  exit  strategy  is  that 
gambit  developed  so  exquisitely  by 
previous  generations  of  women:  the 
dead  faint.  It  can  be  updated  to  an 
anxiety  attack,  and  if  necessary  can 
easily  become  a  fake  coronary  event. 
But  for  sheer  bravura  and  style, 
nothing  quite  matches  the  exit  of  the 
British  actress  Gladys  Cooper.  Dame 
Gladys,  who  had  risen  to  stardom  in 
the  1920s  play  The  Second  Mrs.  Tan- 
queray,  was  severely  ill  one  evening 
in  1971.  Looking  into  the  mirror 
while  brushing  her  hair,  she  reached 
a  decision. 

"If  this  is  what  viral  pneumonia 
does  to  one,"  she  told  her  nurse,  "I  re- 
ally don't  think  I  shall  bother  to  have 
it  again."  Whereupon  Dame  Gladys 
went  to  bed  and  died  peacefully  in  her 
sleep,  achieving  a  permanent  state  of 
one-upness.  As  yet,  there  is  no 
known  counter  to  that  gambit.  • 

John  Tierney  writes  "The Big  City" 
column  for  The  New  York  Times 
Magazine  and  is  co-author  of  the 
forthcoming  God  Is  My  Broker 
(Random  House). 
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•  SHift^  $195,  WOOL  VEST,  $2IO, 

*  and  corduroy  ran  i's,  $joo,  by 
Valentino  Uomo.  Wool  tie 
by  Etro.  $95.  Silk  pocket 

SQUARE  BY  RoBERtTaLBOTT.  $46. 

Cashmere-and-wqol  socks 
BVToEsnfcH.  $48.  Loafers  by 
Sebago.  $100.  Her  tweed 
jacket,  $955,  and  pants,  $485, 
by  Isaac  Mizrahi.  Cotton 
T-shirt  by  J.  Crew  Collec- 
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Wool  three-piece  suit,  $1,195, COT 
ton  shirt,  $55,  and  silk  tie,  $49,  by 
Polo  by  Ralph  Lauren.  Shoes  by 
Ralph  Lauren  Footwear.  $395 
Silk  pocket  square  by  Robert 
Talbott.  $46.  Wool  socks  by  Top 
stitch.  $33.  Opposite:  Silk  sweater 
by  Barry  Bricken.  $160.  Wool 
pants  by  Anna  Sui.  $260.  Tweed 
hat,  $160,  And  tote  bag,  $380,  by 
Holland  &c  Holland.  Shoes  by 
Stuart  Weitzman.  $198.  Photo 
graphed  at  the  Glencloy  Farm 
house  Bed  and  Breakfast. 


Cotton  shirt,  $65,  and  cash- 
mere VEST,  $295,  BY  J.  LlNDEBERG. 

Pants  by  Valentino  Uomo.  $240. 
Linen  cap  by  Bobby  Jones.  $40. 
Watch  by  TAG  Heuer.  $1,495. 
Golf  shoes  by  Bruno  Magli. 
$495.  Golf  glove  by  Foot-Joy. 
$19.  Opposite:  His  wool  suit, 
$3,195,  vest,  $385,  and  shirt,  $850, 
by  Hermes.  Her  tweed  jacket 
with  beaver  collar  and  cuffs, 
$2,000,  and  wool  skirt,  $490, 
by  Yeohlee.  Photographed 
at  the  ormidale  hotel. 


His  tweed  suit,  $395,  and  wool 

TURTLENECK,  $90,  BY  NaUTICA  BY 

David  Chu.  Boots  by  Barbour. 
$120.  Her  suede  jacket,  $1,240, 

I  BOOTS,  $640,  TWEED  HAT,  Sl6o, 

and  silk  scarf,  $85,  by  holland 
&  Holland.  Tweed  pants  by 

EtRO.  $340.  ALL  HAIR  AND  MAKE- 
UP by  Terri  Apanasewicz,  for 
Cloutier/Make  Up  For  Ever. 
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ANNA  SUI:  Anna  Sui,  New  York 


BARBOUR:  Barbour,  800-338-3474 

BARRY  BRICKEN:  Barry  Bricken,  Chicago,  Dallas, 
Seattle  and  St.  Louis 

BOBBY  JONES:  Barneys,  New  York 

BROOKS  BROTHERS:  Brooks  Brothers,  800-274-1815 

BRUNO  MAGLI:  Bruno  Magli,  New  York,  Boca 
Raton  and  Bal  Harbour,  FL 

CAN  ALL  Canali,  New  York,  212-759-6868 

CHANEL:  Coat  and  pants,  Chanel,  Chicago,  Dallas, 
New  York  and  Washington,  D.C.;  vest,  Chanel, 
Bal  Harbour  and  Waikiki;  and  sweater,  Chanel,  Beverly 
Hills,  Chicago  and  Dallas 

ETRO:  Etro,  New  York;  tie  also  at  Bergdorf  Goodman 
Men,  New  York 

FOOT-JOY:  Foot-Joy,  800-436-6856 

HERMES:  bodysuit,  skirt  (on  cover)  and  man's  suit, 
by  special  order;  shirt  an<  ermes,  800-441-4488 

HOLLAND  &  HOI.  I  I  &  Holland, 

800-SINCE-1835 


ISAAC  MIZRAHI:  A'Maree's,  Newport  Beach,  CA; 
Ultimo,  Chicago;  and  Saks  Fifth  Avenue,  San 
Francisco;  pants  also  at  Saks  Fifth  Avenue,  New  York 

J.  CREW  COLLECTION:  select  J.  Crew  stores 

J.  LINDEBERG:  J.  Lindeberg,  New  York,  212-541-8000 

MANOLO  BLAHNIK:  Manolo  Blahnik,  New  York; 
Bergdorf  Goodman,  New  York;  and  Neiman  Marcus, 
Dallas,  Houston,  Beverly  Hills,  San  Francisco,  Chicago 
and  Bal  Harbour,  FL 

NAUTICA  BY  DAVID  CHU:  suit,  select  Lord  & 
Taylor  stores;  sweater,  select  Macy's  and  Bloomingdale's 

PAUL  STUART:  Paul  Stuart,  New  York  and  Chicago, 
800-678-8278 

POLO  BY  RALPH  LAUREN:  suit,  Polo/Ralph 
Lauren,  Beverly  Hills;  Saks  Fifth  Avenue,  New  York; 
shirt,  Neiman  Marcus,  Dallas  and  Macy's,  New 
York;  both,  Polo/Ralph  Lauren,  New  York.  Tie,  Polo/ 
Ralph  Lauren,  Naples,  FL;  and  Macy's  and 
Bloomingdale's,  New  York 

RALPH  LAUREN  FOOTWEAR:  Polo/Ralph  Lauren, 
New  York 

ROBERT  TALBOTT:  Bergdorf  Goodman  Men,  New 
York;  select  Saks  Fifth  Avenue  stores;  and  all  Robert 
Talbott  stores 

SEBAGO:  Sebago,  800-377-8474 

STUART  WEITZMAN:  Stuart  Weitzman,  New  York, 
212-750-2555 

TAG  HEUER:  All  Tourneau  stores,  or  800-321-4832 

TOPSTITCH:  All  Nordstrom  stores;  and  select  Saks 
Fifth  Avenue  and  Neiman  Marcus  stores 

VALENTINO  UOMO:  Valentino,  New  York,  and  Bev- 
erly Hills;  sportcoat  at  select  Saks  Fifth  Avenue  stores 

YEOHLEE:  coat  and  skirt,  by  special  order,  all  Henri 
Bendel  stores  • 


Photographed  on  the  Isle  of  Arran,  Scotland. 
Accommodations  provided  by  the  Glencloy  Farmhouse 
Bed  and  Breakfast  in  Brodick,  44-1-770-302-351.  Cover 
photographed  at  Brodick  Castle,  operated  by  the 
National  Trust  for  Scotland,  44-1-770-302-202. 
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HEART  OF 
ROBERT  THE  BRUCE, 

SCOTLAND'S 
THREE  BEST  HOTELS 

ARE  SURE  TO 
RESTORE  YOUR  SPIRIT 


In  order  to  understand 

the  importance  of  Robert  the  Bruce  to  Scottish 
history,  people  told  me  that  I  should  begin  at  VO 
Stirling  Castle,  40  miles  northwest  of  Edinburgh.  \tj 
The  fortress  squats  on  a  bluff  overlooking  a  wide  val 
ley  renowned  for  being  the  site  of  victories  by  outnum- 
bered Scots,  wielding  primitive  pikes,  over  the  vile  English, 
wielding  very  good  pikes.  Near  Stirling,  at  Bannockburn, 
Robert  the  Bruce  routed  Edward  II  in  1314,  finally  winning  inde- 
pendence for  Scotland. 

Stirling  indeed  seemed  a  good  place  to  start.  But  it  wasn't  until 
I  visited  the  castle's  gift  shop  that  I  discovered  what  today's  Scots 
truly  think  of  Robert,  their  first  king:  not  much. 

In  any  shop  in  Stirling  there  is  only  one  face  that  reflects 
Scottish  pride  in  the  past,  and  that  is  the  face  of  Mel  Gibson.  The 
places  I  walked  into  sold  Braveheartba.seba.il  caps  and  T-shirts. 
There  were  William  Wallace  windbreakers  and  William  Wallace 
key  rings,  and  the  Braveheart  oven  mitt.  And  everywhere  was  row 
upon  row  of  Braveheart  movie  videos. 
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a  pilgrimage  to  the 
abbey  to  view  the  heart. 


There  was  so  much  of  Mel  Gibson's  mug,  in  fact,  that 
I  was  startled  to  come  across  a  single  copy  of  a  movie  de- 
voted to  Robert  I.  Called  simply  The  Bruce — even  the 
title  was  terrible — it  was  released  in  1996  and  starred  a 
bloated  Oliver  Reed,  Michael  van  Wijk  ("Wolf  from 
TV's  "The  Gladiators,"  the  box  said)  and  "rising  Scots 
star  Sandy  Welch  as  Robert  the  Bruce."  A  blurb  on  the 
cover  from  the  Glasgow  Herald  praised  The  Bruce  as 
"spectacular,  convincing  and  bloodthirsty!"  I  doubted  the 
claim.  It  looked  instead  like  the  kind  of  movie  where 
you'd  expect  to  see  the  boom  mike  hovering  over  the 
deathbed  scene,  or  the  5:04  commuter  from  Dunblane 
steaming  past  the  battle  shots. 

Outside  the  castle  I  stood  on  the  plinth  of  Robert's 
statue — a  fair-sized  bronze  and  certainly  nothing  to  be 
ashamed  of — but  hogging  the  view  was  a  220-foot-tall 
monolith,  I  mean  a  real  monument,  dedicated  to 
William  Wallace  (read:  Mel),  a  mere  knight.  Was  there 
no  end  to  this  indignity? 

It  was  then  I  pledged  my  loyalty  to  the  king.  In  my 
pocket  was  a  newspaper  clipping  reporting  that  the  pet- 
rified heart  of  Robert  the  Bruce  had  recently  been  un- 
earthed at  Melrose  Abbey  in  southern  Scotland — his 
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bones  are  buried  in  Dunfermline 
15  miles  north  of  Edinburgh — 
where  it  had  been  secretly  buried 
by  monks  nearly  700  years  ear- 
lier. I  would  undertake  a  pil- 
grimage to  the  abbey  to  view  the 
heart.  In  so  doing,  I  would  tour 
the  Scottish  countryside,  and  like 
Robert  the  Bruce  himself,  resist 
no  hardship  until  my  quest  was 
fulfilled  to  understand  the  mis- 
understood king. 

DAY  ONE 

The  Turnberry  Hotel, 
Golf  Courses  and  Spa 
Luckily,  I  have  found  lodgings 
near  the  ruins  of  Turnberry  Casde, 
birthplace  of  Robert  I.  In  fact, 
from  the  windows  of  my  enor- 
mous suite  at  the  enchanting, 
Edwardian-style  Turnberry  Hotel, 
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I  can  actually  see  the  ruins  themselves.  Also,  there  is  a 
breathtaking  view  of  the  Isle  of  Arran  to  the  north,  Ailsa 
Craig  jutting  from  the  sea  to  the  south  and  the  Mull  of 
Kintyre  looming  dead  ahead.  There's  no  doubt  that  Turn- 
berry  was  a  great  place  to  raise  kids  in  1274,  and  today  there 
still  can't  be  a  better  view  in  all  of  Scotland. 

It  is  6:30  p.m.,  and  a  soft  rain  falls  while  a  bagpiper 
paces  the  long  green  lawn  beneath  my  window.  He  is 
backlit  by  the  sun  shining  over  the  Belfast  hills  40-some 
miles  west  across  the  North  Channel,  and  the  moment  is 
magic.  My  gin  and  tonic  is  just  approaching  the  correct 
temperature  as  I  read  from  the  one  biography  I've  man- 
aged to  find  in  all  of  Scotland  that  is  uncritical  of  the 
Bruce.  Called  Robert  The  Bruce:  A  Scots  Life,  by  Glenn 
Telfer,  it  is  so  unapologetically  jingoistic  that  it  is  writ- 
ten in  Scots  dialect.  Here's  Telfer  on  Bruce's  childhood  at 
Turnberry  Castle:  "Robert  was  born  intaeyin  0  the  greatest 
noble faimlies  0  his  day.  Built  intae  his  lyfffrae  the  moment  0 
his  birth  was  a  vast  and  invisible  web  0  expectations. . . 
Certainly  [the  family]  enjoyed  the  fruits  0  whateer  society  coud 
offer  but  they  wernae  far  frae  suffering  either. " 

Fortunately,  at  7:30  p.m.,  I  am  nae  far  frae  Turnberry's 


main  dining  room,  which  manages  to  be  grand  while  still 
being  comfortable.  The  menu  is  traditional  French,  along 
with  classic  Scottish  dishes,  and  I  find  that  the  salmon 
goes  down  well  with  a  superb  French  wine  from  the  ver- 
satile wine  list.  A  pilgrim's  feast  indeed.  (There  are  two 
other  fine  dining  rooms  at  Turnberry:  the  Bay  Restaurant, 
located  at  the  hotel  spa,  serves  lighter  fare,  and  the  Club- 
house pub  caters  mainly  to  the  golf  crowd.) 

Back  in  my  suite  after  dinner,  propped  up  in  bed  by  an 
ocean  of  down  pillows,  I  continue  reading  Telfer's  account 
of  Robert's  boyhood  along  this  rugged  shore.  I  discover 
that  the  future  king's  grandfather  was  known  as  Robert 
the  Competitor.  "And anither  thing,  we  are  aye  struck  when 
luikin  back  on  somebody's  lyffbi  how  like  the  bairn  [child]  the 
adult  is, "  Telfer  writes.  I  am  trying  to  imagine  the  psy- 
chological trauma  of  growing  up  in  the  shadow  of  a  man 
named  Robert  the  Competitor... 

Grandfather:  I'll  bet  ye  double  or  nothin  1  can  shoot  this 
arra  inn  a  that  wee  mon  walkin  across  the  rood.  Cam  on, 
whaya  say? 

Robert  I  :  Granda,  cannae  we  jis. . .  talk? 

...but  soon  I  drift  off  into  a  deep  seaside  sleep. 
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CRINAN 


The  Crinan  Hotel,  Crinan  by  Lochgilphead,  Scotland  PA31  8SR.  Rate 
for  a  deluxe,  doable  occupancy  is  $385 per  night  (includes  bed,  breakfast  and  VAT) 


Telephone:  44-1 546-830261,  fax  44-1546-830292. 


DAY  TWO 

Morning!  I  walk  from  the  Turnberry  to  the  castle  ruins 
along  the  Ayrshire  coast.  Looking  back  toward  the  hotel, 
it  sits  big  and  broad  as  a  battleship  on  a  ioo-story  wave. 
Opened  in  1906,  Turnberry  was  once  an  overnight  rail- 
road stop  for  affluent  visitors  traveling  from  London  to  es- 
tates in  the  Highlands.  Today  the  affluent  still  come, 
mainly  due  to  the  hotel's  five-star  rating. 

As  far  as  I  know,  I  am  the  only  registered  pilgrim.  The 
rest  of  the  guests  appear  to  be  golfers,  many  of  them 
Americans  who've  taken  the  British  Airways  New  York- 
to-Glasgow  express  and  driven  50  miles  south  to  the  re- 
sort. People  boast  of  playing  Scotland's  Old  Course  or 
Glcneagles,  but  devotees  of  Turnberry  insist  that  neither 
of  those  places  has  the  same  relaxed,  country-house  feel. 

And  there  seem  to  be  no  complaints  about  the  qual- 
ity of  the  golf.  That  is,  if  the  display  cases  at  the 
Turnberry  Clubhouse  are  any  indication:  they  contain 
golf  clubs  dating  to  the  1790s.  The  Ailsa  course  (par  70) — 
the  other  course  is  the  Arran  (par  68) — is  rated  third  in 
the  U.K.,  16th  in  the  world,  and  has  hosted  the  British 
Open  three  times. 

Of  course,  not  ever}')  5  exclusively  for  the 

golf  these  days.  Foi  'or,  Turnberry  offers 

the  predictable  array  of  oi  country  activities 


to  choose  from — fly  fishing, 
shooting,  riding — but  more  im- 
pressive is  the  hotel's  recently 
completed  $7  million  spa.  It  is 
a  world  unto  its  own:  saunas, 
steam  rooms,  massage,  a  20- 
meter  pool  with  piped-in  un- 
derwater music. .  .the  works. 

All  well  and  good  for  guests 
larking  around  the  place  today, 
I  muse,  as  I  walk  the  deserted 
beach  along  the  Firth  of  Clyde; 
but  these  comforts  come  seven 
centuries  too  late  for  the  Bruce 
clan.  I  arrive  at  the  scenic  cas- 
tle ruins,  which  lie  only  a  few 
steps  from  the  10th  tee  on  the 
Ailsa  course,  and  as  a  foursome 
plays  through  I  talk  briefly  to 
a  groundskeeper. 

"They  say  that  if  you  look  at 
the  seaside  wall  of  the  ruins 
long  enough,  you'll  see  the 
image  of  Robert  the  Bruce,"  he 
whispers. 

"No  kidding." 
As  I  am  staring  (and  staring 
and  staring)  at  the  wall,  I  recall 
Telfer's  evocation  of  life  at 
13th-century  Turnberry  Castle: 
"The  air's  chill  is  warkin  its  wey  alangyer  banes.  In  front  is 
a  sea  moat  and  ayont  it  the  castle  waa.  The  cauldness  0  the 
wattir finds  nea  wirds. " 

I'll  take  the  spa,  thanks. 

Later,  as  I  head  up  the  lawn  for  a  drink  at  the  hotel's 
Cocktail  Lounge,  I  run  into  the  groundskeeper  again.  "I'm 
not  sure  I  saw  Robert  the  Bruce,"  I  tell  him.  "I  saw  some- 
thing that  looked  more  like,  maybe,  Eric  Clapton." 
"Aye,"  he  says.  "That's  him." 

Wffl 

be  Brigadoon,  except 
that  the  people 
are  friendlier  and 
the  beer  is  better. 
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Bentley. 
You  don't  park  it,  you  position  it. 


Beneath  the  stunning  lines  of  the  Bentley  Azure  is  the  sophisticated  technology 
of  a  150  mph  supercar.  Its  turbocharged,  intercooled  6.75  liter  V-8  engine 
can  launch  it  from  standstill  to  60  mph  in  6.3  seconds. 

Inside,  this  Bentley  is  as  sensuous  as  it  is  sporting.  A  sumptuous  leather 
cockpit,  enhanced  by  hand-polished  burr  walnut  veneer,  will  accommodate 
four  occupants  in  traditional  Bentley  style. 

For  lease  or  purchase  information  and  nearest  dealer,  call  (800)  237-6557. 
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DAY  THREE 

Crinan  Hotel 

I  press  on  to  the  west  and  arrive  at  a  small  village  on  the 
Sound  of  Jura  in  Argyll.  Crinan  (150  paces  from  end  to 
end,  population  58)  could  be  Brigadoon,  except  that  the 
people  are  friendlier  and  the  beer  is  better.  (Journal  note: 
strange,  everyone  here  greets  visitors  with  the  word  "hey- 
doon,"  which  I  take  to  be  an  ancient  sub-rosa  exchange — 
probably  Gaelic  in  origin — left  over  from  the  days  of 
English  persecution.)  Life  in  Crinan  revolves  around  Lock 
16  of  the  Crinan  Canal  and  the  200-year-old  Crinan 
Hotel,  truly  a  pilgrim's  sanctuary. 

I  have  come  to  the  Highlands  because  this  is  where  the 
Bruce  fled  in  1306  when  things  got  too  hot  in  the  low 
country.  By  the  time  Robert  was  32  years  old,  he  had 
shown  a  knack  for  backing  the  wrong  horse  in  politics  and 
for  flip-flopping  on  the  issues.  He  evidently  sold  William 
Wallace  down  the  river.  He  had  also  been  excommuni- 
cated by  the  Pope.  One  year  he  would  side  with  England's 
1  King  Edward  I  against  his  own  people;  the  next  he  would 
fight  with  the  Scots  against  the  king. 

In  February  of  1306,  just  when  things  couldn't  get 
much  worse,  the  Bruce  made  an  interesting  career  move: 
he  murdered  a  man  in  cold  blood.  In  a  church. 

The  man  was  John  "The  Red"  Comyn,  lord  of 
Badenoch,  political  rival,  a  favorite  of  the  English  king, 
and  a  longtime  irritant.  Robert  lured  Comyn  to  a  meet- 
ing at  Greyfriars'  church  in  Dumfries,  where,  by  all  ac- 
counts (except  Telfer's)  he  blindsided  Comyn  and  left 
him  dead  on  the  altar.  Sin  and  sacrilege.  "Baith  men  brocht 
a  lot  0  pent  up  emotions  tae  that  meeting"  writes  Telfer, 
making  the  event  sound  like  a  mere  misunderstanding.  "/ 
believe  that  the  murder  was  an  oot  0  character  act.  It  was  the 
crazy  bit  that  aa  heroes  hea  in  their  mak-up  asserting  itsel 
in  the  warst possible  wey. " 

The  worst  possible  way  for  Red  Comyn,  certainly. 
Robert,  however,  rode  to  Scone  and  had  himself  crowned 
king  of  Scotland.  Which  further  infuriated  Edward,  who 
immediately  imprisoned  Robert's  wife,  beheaded  his 
brother  and  placed  his  sister  in  a  cage  and  suspended  her 
from  the  wall  of  Roxburgh  Castle  for  the  next  four  years. 
Robert  went  on  the  lam  to  Argyll  and  the  Isles. 

Whereupon,  several  centuries  later,  I  find  myself  in  the 
bar  of  the  Crinan  Hotel  explaining  my  pilgrimage  to  a 
man  named  Roger,  who  wonders  if  the  Bruce  who  played 
for  Manchester  United  in  the  1960s  might  not  be  a  rela- 
tion to  the  Bruce.  Down  the  bar,  a  Scotsman  named  Bill 
says,  "Heydoon,"  then  insists  that  if  the  king  were  known 
to  have  stopped  at  the  coastal  town  of  Oban  to  the  north 
of  Crinan,  and  at  Tarbert  in  the  south,  he  must  have  at 
least  sailed  by  Crinan  at  some  point. 

A  sail-by!  That's  good  enough  for  me.  And  we  all  go  in 
to  dinner.  "At  4:15  this  afternoon  these  prawns  were  mind- 
ing their  own  business  a  few  miles  offshore  from  this 
spot,"  says  the  manager  of  the  hotel's  Lock  16  restaurant, 


as  he  places  a  heaping  bowl  of  them  in  front  of  me. "It's  8 
p.m.  and  here  they  are.  They've  never  known  ice." 

The  prawns  are  delicious,  as  advertised,  and  I  eat 
heartily  while  the  sun  sets  beyond  the  green  hills  of  Jura 
and  distant  Islay.  This  happy  little  22-room  hotel  has  been 
owned  for  many  years  by  Nick  Ryan,  a  man  I  am  told  is 
mad  as  a  hatter.  (His  cheerful  wife,  the  artist  Frances 
Macdonald,  decorated  the  place  and  painted  many  of  the 
watercolors  that  hang  in  the  cozy  rooms.)  When  we  finally 
meet,  I  discover  that,  while  it's  impossible  to  make  a  firm 
diagnosis,  Ryan  seems  not  so  much  mad  as... content. 

And  why  not?  The  hotel  sits  at  the  entrance  to  the 
Crinan  Canal,  which  links  Loch  Fyne  to  the  Atlantic. 
Each  day  the  world  comes  to  Crinan  in  the  form  of  yachts 
from  every  continent.  Year  after  year,  the  little  town  mea- 
sures its  days  in  the  click  of  the  sea  lock  and  the  rising  and 
falling  of  water.  "If  you  didn't  want  to  own  a  hotel  here, 
you  would  be  crazy,"  says  Rvan.  'Would  you  like  a  drink?" 

I  decide  to  walk  off  my  dinner  with  a  stroll  along  the 
canal's  towpath.  As  I  leave  the  hotel,  sailors  from  a  nearby 
sloop  are  sitting  on  the  sea  wall  sipping  glasses  of  Guinness 
they've  sneaked  out  from  the  bar.  "Heydoon,"  they  say. 

"Heydoon,"  I  reply,  giving  a  knowing  nod. 

A  few  Shetland  pups  wander  loose  through  the  village; 
gulls  wheel  overhead  in  the  last  of  the  day's  light.  The 
pretty  girl  who  operates  the  lock  passes  through  the  gloam- 
ing and  ducks  into  the  Crinan  Hotel's  little  tea  shop. 

"Heydoon,"  I  say,  softly. 

She  is  lovely,  but  I  know  I  musn't  tarry.  Tomorrow  I  push 
my  bow  into  the  current  of  the  M9  motorway  and  turn  south 
toward  Melrose  and  my  goal,  the  heart  of  Robert  the  Bruce. 

"Heydoon,"  she  says,  and  smiles. 

An  hour  later,  I  am  back  in  my  room  brushing  my 
teeth  when  it  hits  me.  "Heydoon"  is  not  a  ancient  clan- 
destine greeting. 

They're  saying,  "How  ya  doin'?" 


the  Bruce  was  32 
years  old,  he  had 
shown  a  knack  for 
backing  the  wrong 
horse  in  politics 
and  for  flip-flopping 
on  the  issues. 
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THE  BALMORAL 


The  Balmoral  Hotel,  1  Princes  Street,  Edinburgh  EI  12  2EO  Scotland . 


Rate  for  a  deluxe,  doable  occupancy  is  $416  per  n  ight  (includes  VAT  and  service). 
Telephone:  44- 131-556-2414,  fax  44-131-557-3 747 


DAY  FOUR 
The  Balmoral  Hotel 
Six-thirty  p.m.,  rush  hour  in  downtown  Edinburgh,  and 
I  am  hopelessly  lost  in  a  city  that  must  hold  the  European 
title  for  pointlessly  designated  one-way  streets.  The  pil- 
grim is  making  no  progress. 

"I'm  trying  to  find  the  Balmoral  Hotel,"  I  shout  to  a 
man  out  my  car  window.  "Can  you  help  me?" 

"Aye,  you've  bollixed  it  up  a'right,"  he  replies.  "Turn 
your  motor  around  and  try  going  back  that  way.  Though 
I  have  my  doubts  you'll  get  there." 

Scots,  I  find,  are  not  as  warm  as  the  Irish,  and  not  as 
cool  as  the  English.  They  are  simply  direct.  (Even  the 
Scottish  flag  is  no-nonsense;  it's  an  X.)  They'll  always  let 
you  know  where  you  stand. 

All  I  long  for  is  a  bed.  Any  pallet  of  straw  would  do, 
but  the  Balmoral  is  on  the  way  and,  as  providence  would 
have  it,  it's  a  five-star  hotel. 

By  and  by  I  collapse  in  my  gorgeously  decorated 
rooms,  then  draw  a  bubble  bath.  I've  asked  for  a  suite 
with  a  view  of  Edinburgh  Castle,  the  fortress  that 
Robert's  men  captured  ai   i  i  ;k:  return  from  self- 

imposed  exile  in  the  West. 


That  the  Bruce  was  able  to 
jump-start  his  career  at  all  after 
hiding  out  was  a  miracle  that 
occurred  only  because  of  two 
lucky  breaks.  First,  King  Ed- 
ward I,  enraged  by  Robert's 
crowning  himself  king  of 
Scotland,  began  living  up  to 
his  name:  Hammer  of  the 
Scots.  So  brutal  did  Edward 
become  that  people  eagerly  ral- 
lied around  Robert. 

The  second  fortunate  turn 
was  that  Edward  I  died.  His 
son,  Edward  II,  was  less  obsessed 
with  the  Scottish  situation,  or 
at  least  less  attentive,  which 
allowed  the  Bruce  time  to  or- 
ganize. Eventually,  however, 
Edward  II  was  obliged  to  make 
good  on  his  father's  deathbed 
wish  that  Scotland  be  crushed, 
and  it  all  came  to  a  resolve  at 
Bannockburn  in  1314.  There  the 
Scots,  outnumbered  three-to- 
one  by  the  Brits,  pushed  the 
enemy  force  into  the  River 
Forth.  Telfer:  "As  the  Scots 
pressed  ever forrit  gaining  mair 
grun,  the  yins  at  the  very  back 
wer  pressed  richt  ajf  the  field  and 
intae  the  wattir  and  then  ithers 
landit  on  tap  0  them.  It  was  a  crazy  situation. " 

Independence  won,  the  Bruce  never  did  take  up  resi- 
dence in  Edinburgh  Castle — he  preferred  Cardross — but 
the  fortress  thrived  and  still  dominates  the  city  skyline. 

Edinburgh  remains  one  of  the  world's  most  beautiful 
capitals,  mainly  because  it  has  resisted  being  Roused  into 
some  abysmal  Scottish  theme  park.  Traffic  is  dreadful,  but 
much  of  the  city  retains  a  look  it  must  have  had  during  the 


would  do,  but  the 

Balmoral  is  on  the 
way  and,  as  provi- 
dence would  have 
it,  it's  a  five-star  hotel. 
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1  admit  to  being 

■  '  A 

a  perfectionist. 
I  feel  most 
comfortable  when 
my  environment 
is  perfectly 
maintained." 


Lynn  Krominga 

President 
Licensing  Division 
Revlon 


At  Japan  Airlines, 
cleanliness 
isn't  just  part 
of  our  job, 
it's  part  of 
our  culture. 


_    Your  Needs.  Your  Airline. 

Japan  Airlines  understands  that  vour  comfort  depends  in  larae   take-off  to  arrival.  We  even  make  sure  th 


Japan  Airlines  understands  that  your  comfort  depends  in  large 
part  on  the  cleanliness  of  your  surroundings.  After  all,  you  are  our 
buest,  and  maintaining  a  clean  environment  for  our  guests  is  part 
pf  our  culture.  So  we  not  only  welcome  you  aboard  an 
rnmaculate  plane,  we  see  to  it  that  your  cabin  remains  so  from 


take-off  to  arrival.  We  even  make  sure  the  lavatory  is  always 
cleaned  before  you  use  it.  Perhaps  it's  this  attention  to  detail  that 
has  made  Japan  Airlines  the  airline  of  choice  for  Lynn  Krominga 
and  other  experienced  business  travelers  to  Asia  for  over 
40  years.  Call  1-800-JAL-FONE  for  more  information. 


\TLANTA  •  CHICAGO  •  HONOLULU  •  KONA  •  LOS  ANGELES  •  MEXICO  CITY  •  NEW  YORK  •  SAN  FRANCISCO  •  SAO  PAULO  •  VANCOUVER 


Japan  Airlines 


A    WORLD    OF  COMFORT 


he  asked  that  his 
hert  be  taen  on  a 

crusade"  writes 
Telfer.  "This  was 

something  he  aye 
want  it  tae  dae.  f  f 

19th  century — narrow  cobbled  streets,  stone  church 
steeples  piercing  a  low,  yellow  sky. 

On  Princes  Street,  bang  in  the  middle  of  downtown, 
sits  the  Balmoral,  and  its  central  location  is  one  reason  the 
hotel  attracts  both  business  and  vacation  travelers.  It's  near 
the  historical  attractions  as  well  as  the  smart  boutiques  in 
and  around  George  Street. 

On  my  first  evening  in  town,  I  settle  for  a  workout  at 
the  hotel  gym,  a  steam,  a  swim  and  then  a  drink  in  the 
quiet  cocktail  bar  upstairs.  I  open  my  book  and  read  of 
Bruce's  last  days,  and  how  he  suffered  terribly  with  pso- 
riasis. The  first  king  of  Scotland  died  of  leprosy  in  1329  at 
the  age  of  55.  In  the  final  years  of  his  life,  he  wore  a  hair 
shirt  in  atonement  for  the  murder  of  Red  Comyn.  (Journal 
note:  hair  shirts  impossible  to  find  in  George  Street  shops. 
I  settle  for  a  Harris  tweed  jacket,  on  sale  at  Stewart, 
Christie  &  Co.) 

DAY  FIVE 

I  breakfast  in  the  Balmoral  Hotel's  Edwardian  Palm 
Court.  It  is  a  gr  aceful  room  lit  by  a  bright  flock  of  antique 
chandeliers,  but  nothing  can  cheer  me  up.  I'm  on  the  last 
lap  of  my  pilgrimage,  and  the  rain  only  further  subdues  me 
as  I  drive  the  40  miles  southeast  to  Melrose  Abbey.  All 
good  quests  must  come  to  an  end.  But  still. . . 

I  imagine  that  my  mood  has  something  to  do  with  the 
final  partitioning  of  Robert  the  Bruce:  after  a  life  of  deal- 
ing in  playground  justice;  a  life  of  waste,  fraud  and  abuse; 
a  life  in  which,  yes,  mistakes  were  made  but  victories  were 
won,  the  king  had  a  profound  regret.  He'd  never  made  a 
pilgrimage  of  his  own  to  the  Holy  Land.  So  he  summoned 
his  friend,  Sir  James  Douglas.  "Afore  he  deid  he  asked  that 
his  hert  be  taen  on  a  crusade,  "writes  Telfer.  "This  was  some- 
thing he  aye  wantit  tae  dae. "  It  was  the  sort  of  request  you 
could  only  ask  of  a  real  friend,  but  after  Robert's  death, 
Douglas  came  through.  "Bruce's  hert  was  in  a  wee  casket 


The  loyal  knight  hit  the  Holy  Land  and  took  to  hurl- 
ing the  organ  at  the  enemy  with  the  words,  "Now  pass 
thou  forth  in  front  as  thou  wast  wont  to  do  in  battle,  and 
I  shall  follow,  or  else  die." 

Proving  perhaps  that  no  good  deed  goes  unpunished, 
Douglas  did  die,  slaughtered  by  the  Saracens  at  Granada 
in  1330.  The  heart  was  eventually  brought  back  by  a  knight 
whose  broken  arm  had  put  him  on  injured-reserve,  and 
was  buried  beneath  a  low  wall  at  Melrose  Abbey  which 
lies  along  the  river  Tweed. 

And  that  is  where  I  at  last  arrive,  alone  amid  the  mag- 
nificent, peaceful  ruins.  A  heart-shaped  wreath  of  red  car- 
nations marks  the  burial  spot.  I  have  found  Robert  the 
Bruce. 

"Heydoon,"  I  say,  as  I  stand  in  the  drizzle,  looking 
down  at  the  grave.  I  am  soaked  to  the  bone.  (My  kingdom 
for  a  Braveheart  rain  slicker.) 

At  that  moment,  there  comes  a  voice. 

"It's  not  there."  I  turn  to  see  a  young  abbey  docent 
standing  behind  me. 

"What's  not  there?" 

"The  heart.  They  took  it  away,  to  Edinburgh,  for  tests." 
"For  tests}  What  kind  of  tests}" 

She  shrugs.  "You'll  have  to  come  back  another  time," 
she  says,  and  walks  away. 

So  that  is  how  my  quest  ends,  the  trail  gone  cold.  And 
yet,  to  paraphrase  Telfer:  despite  the  circumstances  I  am 
nae  a  broken  mon. 

Later  that  evening,  I  sit  contentedly  in  a  wingback 
chair  in  the  Balmoral  Hotel  lobby — one  of  the  great 
people-watching  spots  in  Britain — as  descendants  of 
Bannockburn's  brave  come  and  go,  women  in  gowns,  their 
sweet-scented  escorts  in  waistcoats  and  kilts.  Bellboys 
sweep  across  the  carpet  carrying  messages  on  silver  trays, 
while  the  world  spins  though  the  revolving  door,  bringing 
with  it  the  smell  of  coal  smoke  and  the  clattering  of  black 
taxis  idling  at  the  curb. 

Somewhere  out  there,  locked  in  a  cold  city  forensics 
lab,  perhaps  within  sight  of  Edinburgh  Castle  itself,  lies 
the  restless  heart  of  Scotland's  first  king.  "The  archaeol- 
ogists want  to  return  the  heart  to  Melrose,  but  they're 
afraid  Scottish  separatists  will  steal  it  and  make  it  a  sym- 
bol of  unity,"  an  Englishman  tells  me  as  we  warm  our- 
selves in  front  of  the  lobby  fireplace.  "The  nationalists 
want  Scotland's  own  parliament  now,  free  of  Britain. 
Everybody's  mad  for  the  idea  up  here  these  days.  Have 
you  ever  heard  such  rubbish?" 

It  makes  me  happy  to  think  that  after  700  years  the 
Bruce  is  still  in  politics,  and  that  one  day  they  may  yet 
make  a  real  blockbuster  movie  of  his  life.  Harrison  Ford 
will  star  as  the  tough  but  decent,  slow-to-anger  beefcake 
king.  The  special  effects  will  be  grand  indeed,  and  if 
there's  any  justice,  someone  will  eventually  market  a 
Robert  the  Bruce  oven  mitt.  Don't  count  the  man  out  yet. 
He's  been  down  before,  and  he's  seen  plenty  worse.  • 
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ASTE  THE  WARMTH 


OF  FINE  COGNAC 


BLENDED  WITH  THE 


SMOOTH  PLEASURE  OF 


A  LEGENDARY  LIQUEUM 


COGNAC 
LIQUEUR 

Taste  the  best  of  both  worlds 


DE  RIGUEO} 


The  rep  tie  has  always  been  a  fashion  no-brainer.  In  prep  school, 
you  stuffed  polyester  knock-offs  in  your  backpack  as  sartorial  insurance. 
Today,  however,  you  should  spring  for  something  nattier.  Robert  Talbott 
offers  handmade  silk  reps  for  106  U.S.  colleges  and  universities,  available  at 
Bergdorf  Goodman  Men,  New  York;  select  Saks  Fifth  Avenues;  and 
all  Robert  Talbott  and  Nordstrom  stores.  Or  call  800-747-8778, 
and  customize  your  tie.  All  for  just  $75.  Your  alma  mater  would  be  proud. 
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ERE  YOU  STAY  TELLS  THE  WORLD 


HERE  YOU  RE  GOING 


A  Way  of  Life 

Plaza  Ath en ee  Paris 


Three  exclusive  addresses 
One  distinctive  standard  of  hospitality 


TOR  WtOlMATlON  OR  RESERVATIONS,  PLEASE  CONTACT  \0fR  TRAVEL  PR0EESS10K Al 

NORTH  AMERICA  I  800-223-6800    El'ROPE  (vk)  0-800-181-123 

Members  of 

'JhtfJeadingHotelsof theFWorld' 


When  Oregon  rJBichcomber  Steve  McLeod  began 


of  new  hockey  gloves,  running 


shoes  and  Mikity  Morphin  Power  Rangers 
along  the  shore,  he  iioped  it  would  change  his 
nstead,  he  helped  solve  a  scientific  mystery 


eastward  on  the  great  Kuroshio  Current,  headed  for  the 
beaches  of  the  Pacific  Northwest  and  Southern  British 
Columbia. 

And  therein  lies  our  story,  a  tale  of  transoceanic  trash, 
found  art,  beachcombing  for  fun  and  profit,  and  using  de- 
bris to  divine  the  vast  uncharted  forces  of  the  open  ocean. 
It's  a  story  with  certain  cosmic  dimensions  as  well,  because 
after  completing  a  months-long  passage  of  more  than 
2,000  miles,  a  hockey  glove  that  washes  up  on  a 
beach  in  Oregon  is  no  longer  merely  a  hockey 
glove.  By  then,  it  has  acquired  not  only  scien- 
tific value  but  a  mystique  that,  for  serious 
beachcombers,  can  be  as  irresistible  as  that  of 


Below,  Steve 
McLeod,  53 years 
old.  A  man  who 
has  everything 
and  nothing  at  all. 


The  early  bird,  he  knows,  gets  the 
Japanese  glass  fishing  floats,  which 
are  rumored  to  still  be  used  by  tradi- 
tional Asian  trawlermen  and  are 
highly  collectible,  worth  up  to  $40 
for  large  ones.  (In  a  recurring  dream, 
he  sees  troves  of  them  scattered  on  a  deserted  beach.)  But 
there's  a  bounty  of  other  flotsam  he  might  collect,  from 
hanks  of  rope  to  crab-bait  pots,  fishing  nets, 
lifeboat  survival  rations,  shoes,  sand  dollars, 
bottles,  lumber,  Frisbees,  sea  shells,  whatever. 
Some  of  this  stuff  is  salable;  some  of  it 
tweaks  his  artistic  imagination.  And  some  of 


finding  one  of  anything  on 
a  beach  is  worth  noting,  but 
1  finding  two  of  them  stirs  a  beach- 
comber's blood. ..The  romance, 
the  mystery,  the  sense  of  destiny. 


a  message  bottle.  Every  object  that  washes  ashore  has  a 
story  to  tell,  of  distant  shores  and  days  adrift  on  the  high 
seas;  it's  infused  with  mystery  and  romance,  and,  accord- 
ing to  one  inveterate  Oregon  beachcomber,  Steve 
McLeod,  it  radiates  a  kind  of  magic. 

McLeod  is  a  dropout  artist  and  local  color  in  Cannon 
Beach,  a  tidy  little  town  of  art  galleries,  kite  shops  and 
oceanview  condominiums  located  about  25  miles  below 
the  mouth  of  the  Columbia  River,  where  the  forested  hills 
of  the  Coast  Range  come  down  to  the  sea.  At  53,  he  has 
the  weather-beaten,  salt-cured,  prematurely  grizzled  look 
of  someone  whose  livelihood  comes  from  seafaring — the 
creased  complexion,  piratical  gray  beard,  corncob  pipe — 
and  it's  no  affectation.  He  gets  by  selling  the  odd  paint- 
ing, kelp  sculpture  or  collage,  and  whatever  he  can  earn 
from  his  beach  scavengings.  His  gross  income  is  less  than 
$10,000  a  year. 

"You  don't  go  to  the  dentist  often  on  that  much,"  he 
laughs,  "and  you  can  only  afford  one  bad  habit."  His  is 
succumbing  to  the  siren  call  of  local  taverns,  but  neither 
storms  nor  sickness  nor  a  late  night  out  will  keep  him  off 
the  beach  when  an  onshore  wind  is  blowing.  "A  west 
wind  will  wake  me  from  a  dead  sleep,"  he  says.  "The  smell 
is  different,  the  sound  is  different." 

In  winter  and  spring,  when  tide  and  wind  conditions 
are  most  favorable,  McLeod  routinely  rises  at  4  a.m., 
leaves  his  apartment  armed  with  a  flashlight  and  old 
frame  nd  hikes  or  bikes  the  rocky  high-tide 

hunting  for  anj  hing  of  interest  or  value. 


it  is  downright  puzzling — like  the  bulky  padded  glove  he 
spotted  last  January  21,  about  five  miles  south  of  Haystack 
Rock,  the  landmark  for  Cannon  Beach. 

"I  didn't  know  what  it  was,"  recalled  McLeod.  "It  was 
covered  with  barnacles,  so  I  knew  it  had  been  out  there  a 
long  time.  Then  I  saw  a  second  one  and  thought,  'Ah  ha, 
it's  got  to  be  part  of  a  spill.'  " 

Finding  one  of  anything  on  a  beach  is  worth  noting, 
but  finding  two  of  them  stirs  a  beachcomber's  blood.  A 
pair  of  objects  forms  the  beginning  of  a  collection,  and 
also  provokes  intriguing  questions:  how  and  where  did 
these  two  things  wind  up  in  the  drink?  How  long  were 
they  at  sea?  And  by  what  stroke  of  timing,  coincidence  or 


possibly  even  fate  did  they  come  to  be  deposited  in  the 
beachcomber's  path?  The  romance,  the  mystery,  the  sense 
of  destiny. .  .it's  all  wrapped  up  with  the  aura  of  beach  flot- 
sam that  McLeod  describes  as  magic. 

When  he  found  a  third  glove  that  morning,  less  than 
a  mile  from  the  first,  he  thought,  I'm  onto  something  big 
here.  With  the  gloves  in  his  pack,  he  hurried  home  to  share 
the  news  with  Curtis  Ebbesmeyer,  a  Seattle-based  ocean- 
ographer  who  is  the  Hercule  Poirot  of  drifting  objects. 

Ebbesmeyer  is  a  big,  jovial,  avuncular  man  of  54,  a  part- 
ner in  Evans-Hamilton  Inc.,  a  consulting  firm  specializ- 
ing in  what  he  terms  "ethical  oceanography."  With  his 
expertise  on  currents,  he  might  be  called  in  after  an  oil 


They  re  a  little  stiff 
with  salt  after 
months  at  sea. 
Otherwise,  fine. 


spill  or  sewage  discharge,  for  example, 
to  predict  where  the  goop  will  go.  Or 
the  cops  may  turn  to  him  when  an 
unidentified  stiff — a  "floater" — turns 
up  in  Puget  Sound,  to  determine 
where  the  body  came  from.  He's  a  voracious  researcher, 
a  self-described  "filter  feeder  for  information  about  float- 
ing objects,"  and  is  constantly  scribbling  snippets  and 
leads  and  data  in  one  of  several  pocket  notebooks  he  car- 
ries. In  1990  he  took  a  40%  pay  cut  to  finish  his  mag- 
num opus:  a  book  that  will  synthesize  his  more 
than  two  decades  of  detective  work  on  drifting 
objects  of  all  manner,  from  message  bottles  to 
ghost  ships,  military  ordinance,  insects  and 


chcomber  McLeod 
id  scientist  Ebbesmey 
phone  conversation  went 
something  like  this:  "I  think  I 
have  something  for  you." 
"What,  hockey  gloves?" 


animals,  icebergs,  explorers,  even  whole  continents. 

"The  literature  of  things  that  float  on  the  ocean  is  so 
scattered  that  it  doesn't  make  sense  until  you  compress 
it  all,"  he  explains.  "Then  it  begins  to  take  on  a  glow, 
like  radium." 

What  sets  Ebbesmeyer's  narrative  Geiger  counter  to 
ticking  are  incidents  like  the  Japanese  "cannibal  boat"  that 
washed  ashore  near  Seattle  in  1927,  bearing  only  the  crew's 
bones,  or  unsolved  mysteries  like  the  one-armed  skeleton 
in  a  survival  suit  that  a  jogger  found  beached  in  Hawaii  in 
1982.  He  delights  in  telling  about  characters  like  the 
Reverend  George  Phillips,  an  ex-boxer  and  reformed  al- 
coholic from  Tacoma,  whose  fervid  temperance  tracts, 
sent  to  sea  in  some  40,000  bottles,  convinced  a  thousand 
sinners  to  take  the  cure.  But  his  best  message-bottle  tale 
may  be  that  of  sewing-machine  heiress  Daisy  Alexander, 
an  illegitimate  daughter  of  celebrated  inventor  and  poly- 
gamist  Isaac  Singer.  In  1937,  while  living  in  London,  she 
tossed  a  bottle  into  the  Thames  River  containing  a  will 
that  left  half  of  her  $12  million  estate  to  the  lucky  finder. 
Thar  turned  out  to  be  one  Jack  Wurm,  an  unemployed 
restaurant  worker  who  found  the  bottle  in  San  Francisco 
Bay  t  iter.  (Incidentally,  Ebbesmeyer  notes,  the 

bottle  is  onlv  one  of  four  known  to  have  made  the  transat- 
transpolar  crossm       ^t-to-east.  Alas,  the  will 


hadn't  been  notarized  and  was  contested. 
But  Ebbesmeyer  is  tracking  down  a  lead  that 
Wurm's  claim  may  yet  be  valid.  If  it  is,  his 
heirs  may  be  in  for  a  windfall  worth  tens  of  mil- 
lions of  dollars.) 

When  beachcomber  McLeod  reached  scientist  Ebbes- 
meyer, the  phone  conversation  went  something  like  this: 
"Curt,  I  think  I  have  something  for  you." 
"What,  hockey  gloves?" 

Ebbesmeyer,  in  fact,  had  started  tracking  the  Hyundai 
Seattle  debris  soon  after  the  spill  made  news.  It  wasn't 
the  first  time  he'd  monitored  made-in-Korea  castaways. 
In  1990,  he  and  a  colleague  at  the  National  Marine 
Fisheries  Service  (NMFS),  W.James  Ingraham  Jr.,  had 
seized  upon  the  idea  of  tracking  65,000  air-soled  Nikes 
lost  at  sea  to  calibrate  a  nifty  computer  model  of  Pacific 
surface  currents  dubbed  OSCURS,  for  Ocean  Surface 
Current  Simulations. 

Ordinarily,  Ingraham  might  ask  OSCURS  to  simulate 
the  trajectory  of  plankton  or  fish  eggs,  but  it'll  work  for 
any  drifting  object.  Run  it  forward  to  forecast  when  and 
where  things  like  hockey  gloves  will  land.  Run  it  backward 
to  trace  the  origin  of  anything  from  a  corpse  to  a  ghost 
boat.  The  OSCURS  database  is  huge.  It  contains  more 
than  50  years  of  barometric  pressure  readings,  wind  speeds 
and  other  meteorological  variables  that  affect  surface  cur- 
rents throughout  the  Pacific,  and  it  can  compute  the  the- 
oretical trajectory  of  any  drifting  object — including  a  Nike 
Air  Jordan — for  any  year  "since  1946. 

In  the  past,  calibration  data  for  the  model  have  been 
gleaned  largely  through  bottle  launches  and  satellites.  But 
the  Nike  spill  constituted  one  of  the  largest  releases  of 
man-made  objects  on  record.  Every  Air  Pegasus  and  Solo 
Flite  whose  landing  coordinates  and  arrival  date  could  be 
verified  was  a  potential  calibration  point  for  OSCURS. 
(Serious  beachcombers  generally  cover  the  same  beaches 
day  after  day,  so  they  spot  new  arrivals  within  24  hours.) 
Ebbesmeyer  and  Ingraham  alerted  beachcombers  through 
local  newspapers  and  personal  contacts,  and  in  time  col- 
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lected  reliable  landing  reports  on  about  1,300  shoes.  Scores 
of  these  came  via  McLeod,  who  went  on  to  become  one 
of  the  most  dedicated  foot  soldiers  and  correspondents  in 
the  OSCURS  project. 

OSCURS  worked  like  a  champ  after  the  Nike  spill.  It 
forecast  accurately  that  the  shoes  would  wash  ashore  in 
200  to  300  days,  make  landfall  first  near  Vancouver  Island 
and  fan  out  over  a  broad  swath  of  coast  between  the 
Queen  Charlotte  Islands  and  southern  Oregon.  The 
model  was  useful  again  in  1992,  when  a  Tacoma-bound 
container  ship  from  Hong  Kong  loosed  29,000  bathtub 
toys  about  500  miles  off  the  Aleutian  Islands.  Ten 
months  later,  when  an  armada  of  yellow  rubber 
duckies  appeared  off  Sitka,  Alaska,  OSCURS 
was  able  to  calculate  where  they  would  go. 

(An  untold  number  of  these  castaways  are 
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still  adrift,  swirling  around  in  huge  gyres,  shuttling  up  and 
down  the  West  Coast,  making  repeated  circumnaviga- 
tions of  the  Pacific.  The  Nikes  have  been  spotted  in 
Hawaii,  and  some  of  the  duckies  are  believed  to  be  en- 
tombed in  Arctic  pack  ice  moving  east  on  the  transpolar 
current.  They  may  yet  thaw  out,  drift  across  the  Atlantic 
and  mount  an  assault  on  the  British  Isles.) 

This  time,  the  simulation  showed  the  Hyundai  Seattle 
debris  drifting  east  roughly  along  a  latitude  of  45  degrees 
until  it  neared  the  Oregon  coast,  then  turning  sharply 
north.  Squiggling  across  a  computer  screen  at  cyberspeed, 
the  flotsam's  2,000-mile  voyage  took  about  five  seconds. 
Landfall  would  occur  somewhere  around  Cape  Flattery, 
Washington,  which  guards  the  entrance  to  the  Juan  de 
Fuca  Strait.  Afterwards  the  stuff  would  disperse  as  the 
Nikes  had,  first  moving  north  on  the  Alaska  Current  to  the 
Queen  Charlottes,  then  catching  the  southbound  Cali- 
fornia Current  to  Oregon  through  the  winter  and  spring. 

Ebbesmeyer  and  Ingraham  were  certair  d  at  the  gloves 
would  be  in  the  first  wave,  because  a  bunch  them  had 
been  spotted  in  August  1995  by  a  tuna  boat  800  miles  off 


the  Oregon  coast.  The  crew  snagged  seven  gloves  and 
were  horsing  around  with  them  back  in  port  when  a 
NMFS  inspector  took  notice  and  contacted  Ingraham, 
who  leaped  out  of  his  chair,  crying,  "They're  here!"  After 
recalibrating  OSCURS  with  this  finding,  Ingraham  asked 
for  the  date  of  the  first  arrivals.  OSCURS  replied  mid- 
January. 

On  January  14,  Alex  Welcel,  a  beachcomber  hiking  the 
west  coast  of  Vancouver  Island,  picked  up  50  gloves  along 
a  three-mile  stretch  of  beach.  One  week  later,  on  January 
21,  McLeod  returned  home  with  his  three  gloves  and  tele- 
phoned Ebbesmeyer.  It  seemed  the  flotilla  was  mov- 
ing south  faster  than  OSCURS  expected.  Shortly 
afterwards,  McLeod  called  me.  (I'd  inter- 
viewed him  about  the  Nike  spill  and  im- 
pressed him  as  being  genuinely  interested  in 
beachcombing.) 

"You'd  better  get  down  here  right  away," 
he  urged.  A  nor'wester  was  battering  the 
Oregon  coast.  It  was  beachcombing  weather, 
and  hockey  gloves  were  washing  ashore. 

It  was  two  weeks  before  I  could  get  away. 
McLeod  gently  prodded  me,  calling  with  daily  weath- 
er reports,  but  finally  could  wait  no  longer.  "There 
are  hockey  mitts  out  there  with  my  name  on  them!"  he 
apologized. 

When  I  finally  arrived  in  Cannon  Beach,  on  a  magnif- 
icent spring  day,  he'd  just  returned  from  his  sweep  down 
the  Oregon  coast.  He'd  combed  65  miles  of  beach  in  four 
days,  which  was  no  mean  feat.  Some  of  northern  Oregon's 
"beaches"  are  boulder-strewn  coves  buttressed  on  either 
end  with  rockslides  and  accessible  only  from  above,  by 
clambering  down  300-foot-high  escarpments  of  loose 
rock,  sloughing  soil  and  wicked  berry  vines.  McLeod  had 
slept  in  his  car,  a  cancerous  '75  Opel  station  wagon  with 
162,000  miles  on  the  odometer,  and  had  forgone  bathing. 
But  the  payoff  was  lashed  to  the  Opel's  roof  rack:  two  long 
plastic  bags  bulging  with  booty. 

Upending  one  on  the  sidewalk  outside  his  apartment, 
he  stood  back  to  survey  the  loot:  42  barnacle-encrusted, 
sunbleached,  decomposing  hockey  gloves.  The  odor  of 
putrid  barnacles  was  overwhelming. 

"You  may  wonder  what  I'm  going  to  do  with  this,"  he 
said,  holding  one  at  arm's  length  as  if  it  were  Yorick's 
skull.  "I've  been  wracking  my  brain.  Maybe  it'll  become 
part  of  my  art.  But  think  about  this  thing — out  there  at 
sea  for  a  year,  all  those  sunrises  and  sunsets.  There's  a  lit- 
tle bit  of  magic  in  it." 

Appreciating  this  required  a  leap  of  imagination  that 
challenged  mine  and  was  beyond  the  limit  of  McLeod's 
landlord's,  who'd  just  notified  his  longtime  tenant  to  quit 
stockpiling  flotsam  on  the  apartment  sidewalk.  ("Dear 
Steve:  I  need  to  inform  you....") 

The  contents  of  the  other  bag  proved  more  interesting, 
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Forbes 


iLDEN  SHOE  Manufacturer  of  custom-quality  shoes  and  boots  for 
i  :riminating  gentlemen  since  1884. 

iLLEN-EDMONDS  SHOE  CORPORATION  World-class  footwear  for 
I  a.  Named  "one  of  the  25  products  America  makes  best"  by  Made 
I  he  USA  Foundation.  Distinctive  footwear  hand-crafted  of  all-natural 

:erials. 

lANALI  The  Canali  appeal  is  that  of  deliberate  Italian  quality, 
.  eptional  fit,  elegant  interpretation  of  tradional  styles  and  refined 
ptation  of  significant  new  directions  in  men's  fashion. 

10LE-HAAN  Know  Cole-Haan.  Modern  classic  footwear  and 
I  essories  for  discerning  men  and  women.  Know  the  difference. 

;ORNELIANI  Premier  made-in-Italy  men's  apparel.  Produced 
1  the  finest  fabrics  and  with  the  highest  quality  standards. 
I  neliani  represents  value,  styling  and  quality. 

IORSHEIM  GROUP  INC.  America's  leading  manufacturer  of 
Jity  dress  and  casual  men's  footwear.  Discover  why  the  famous, 

jt-dressed  and  most  successful  men  have  discovered  Florsheim. 

i  t  www.florsheim.com  or  call  800-446-3500. 

IRAND  SLAM/SUPREME  INTERNATIONAL  Grand  Slam  apparel  is 
|  lfortable  and  contemporary  without  being  trendy.  That's  why 
|i  wear  it  off  the  course  as  well  as  on.  Don't  just  do  what  everyone 
I'  does  —  Change  Course.  Call  800-592-2760. 

jlOLLAND  &  HOLLAND 

i  OHNSTON  &  MURPHY  Handcrafted  for  gendemen  since  1850. 
Ick  out  what's  new  by  calling  800-445-8218  for  a  free  catalog  or 
ling  www.johnstonmurphy.com. 

I  LANDS'  END  Traditionally  styled  clothing  for  men,  women  and 
j  dren  -  including  their  famous  Pinpoint  Oxford  shirts.  Everything 
aiaranteed  absolutely.  Free  catalog.  Call  800-356-4444. 

]  TANINO  CRISCI  Celebrated  bootmaker  of  Milan  for  80  years. 
JUNO  CRISCI  has  a  range  of  refined  and  understated  shoes  for 
i  and  women,  entirely  handmade. 


ACCESSORIES 


MONTBLANC  Visit  a  Montblanc  boutique  and  experience  the 
Id  of  Montblanc.  For  more  information  or  the  nearest  location 
800-388-4810. 


CAMERA/VIDEO 


'  LEICA  CAMERA  INC.  The  Leica  R8  is  a  Microprocessor- 

1  trolled  35mm  3LR  camera  with  multimode  automatic  functions. 

3  800-222-01 18  or  visit  www  leica-camera.com/usa. 


CONSUMER  ELECTRONICS 


I  OLYMPUS  AMERICA  INC.  The  Olympus  D1000  digital  voice 
ij  jrder  interfaces  with  your  PC,  has  built-in  editing  features  and 
ii  >rds  on  flash  memory  cards.  Visit  www.olympus.com  or  call 
I  -622-6372. 

i  WILLOUGHBVS  The  oldest  &  most  prestigious  photographic  & 
i  Ironies  retailer  in  New  York  City.  We  offer  discounted  prices  & 
J  largest  selection  of  photographic,  electronic  &  computer  products. 
■  rombined  with  the  highest  level  of  service. 


EXECUTIVE  GIFTS 


I  DAVIDOFF  OF  GENEVA  Call  800-328-4365  ext.  63. 

FOUNTAIN  PEN  HOSPITAL  Call  for  free  catalog  of  fine  writing 
■  ruments  at  unbeatable  discount  prices.  Largest  selection  of 
I  que  pens  in  the  world.  Free  sample  Vintage  Pens  Quarterly 
I  re  fist.  Guaranteed  repairs  on  all  makes.  Call  800-253-PENS. 

I MACANUDO  &  PARTAGAS  PREMIUM  CIGARS  Visit  Cigar  World 
i  he  Internet  for  everything  from  cigar-friendly  restaurants  to 
i|line  cigar  discussions,  all  from  the  makers  of  Macanudo  and 
l!  lagas.  http://cigarworld.com. 

THOMPSON  CIGAR  CO.  Best  selection  of  domestic  and  imported 
ij  lts,  pipes,  pipe  mixtures  &  smoking  accessories.  Punch, 

anudo,  H.  Upmann,  Partagas  and  many  more.  Call  800-237-2559. 


20.  OLIVER  PEOPLES  An  ecclectic  collection  of  quality  opthamalic 
frames,  sun  clips  and  sunglasses  is  available  in  fine  optical  boutiques 
and  specialty  stores  worldwide. 


FOOTWEAR 


21.  H.S.  TRASK  &  CO.  AMERICAN  MADE  MEN'S  FOOTWEAR. 

A  Montana  company.  Making  nigged,  casual  footwear  handcrafted 
in  the  USA.  Their  Bison,  Elk  and  Longhorn  collections  provide  "old 
shoe  comfort,  right  from  the  start."  Call  888-448-7275. 


22.  HAWAII  PRINCE  HOTEL  WAIKIKI  The  AAA  Four  Diamond 
Hawaii  Prince  Hotel  features  521  oceanfront  rooms,  Westin's  Guest 
Office  accommodations  and  the  pleasure  of  a  27-hole  championship 
golf  course  nearby.  For  reservations  call  your  travel  consultant  or 
800-WESTIN-l. 

23.  HOTEL  LE  BRISTOL  Often  described  as  an  intimate  palace  in 
the  heart  of  Paris,  the  195-room  Hotel  Le  Bristol  is  located  on  the 
fashionable  rue  du  Faubourg  Saint-Honore,  next  to  the  Presidental 
Elysee  Palace,  just  minutes  from  the  Champs-Elysees,  the  Louvre  and 
the  Grand  Palais. 

24.  KAPALUA  BAY  HOTEL  Enjoy  the  most  breathtaking  location  on 
Maui.  For  reservations  and  information  call  800-367-8000  or  visit 
www.kapaluabayhotel.com. 

25.  THE  MAUNA  LANI  BAY  HOTEL  AND  BUNGALOWS  The  Big 

Island's  only  AAA  Five-Diamond  hotel.  Oceanfront  property  with 
superb  cuisine  and  unexcelled  service.  Enjoy  Five-Star  tennis  and  36 
holes  of  championship  golf.  Call  800-367-2323. 

26.  TRUMP  PLVZA  CASINO  RESORT  In  the  center  of  Adantic  City,  yet 
a  world  apart!  Discover  luxurious  accommodations,  lavish  restau- 
rants, headliner  entertainment  and  our  world-class  casino.  For 
information  call  609-441-6000. 

27.  THE  WALDORF  TOWERS  This  superlative  New  York  boutique 
hotel  defines  graciousness.  1 19  exquisite  suites  and  123  beautifully 
appointed  executive  accommodations.  For  reservations  call  the 
Waldorf  Towers  at  888-WATOWER. 


INSURANCE/FINANCIAL 


28.  FIDELITY  INVESTMENTS  CHARITABLE  GIFT  FUND  This  innova- 
tive fund  utilizes  Fidelity's  proven  investment  sawy  to  maximize  the 
money  you've  set  aside  for  charity  whde  minimizing  your  taxes.  Call 
800-682-4438. 

29.  ROBERTSON  STEPHENS  &  CO.  800-766-3863  ext.  844. 


JEWELRY&  WATCHES 


30.  ASCH/GROSSBARDT  Presenting  the  Asch/Grossbardt  collection 
of  Fourteen  Karat  gold  cufflinks  and  nixedo  studs.  Each  piece  is  art- 
fully crafted  using  only  genuine  hand-cut  stones,  making  a  unique 
fashion  statement.  Call  1-800-216-2481. 

31.  BAUME  &  MERC1ER  Since  1830,  creators  of  quality  Swiss  time- 
pieces. Send  for  our  free  catalog  featuring  our  complete  watch 
collection.  Visit  www.baume-et-mercier.com  or  call  1-800-MERCIER. 

32.  BREITL1NG  USA,  INC.  Breitling  combines  three  worlds:  sky 
and  airmen,  past  and  present,  sea  and  seafarers,  and  the  company's 
earliest  efforts  to  provide  enterprising  professionals  with  time 
instruments  of  the  highest  order.  Call  800-348-3332. 

33  BREGUET  Exceptional  watches  blending  technology  and  tradition 
since  1775.  You'll  receive  our  complimentary  catalogue  of  more  dian 
100  full-color  pages  and  a  list  of  retaders  nearest  you. 

34.  GUCCI  TIMEPIECES  The  Gucci  Timepieces'  G-Watch:  strong, 
sexy,  self-assured.  The  watch  which  boldly  celebrates  Gucci  style. 
Swiss-made,  stainless  steel  in  three  sizes.  Call  800-925-0035. 

35.  HARRY  WINSTON  Rare  Jewels  of  the  World  and  Ultimate 
Timepieces.  Retail  stores  in  New  York,  Beverly  Hills,  Geneva,  Paris 
and  Tokyo.  By  appointment  worldwide.  Call  800-988-41 10. 
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36.  HONORA  Timeless  designs  hand  crafted  in  Eighteen-Karat 
Gold  and  Platinum.  For  a  brochure  and  a  jeweler  nearest  you  call 
888-2-Honora. 

37.  RADO  WATCHES  Unique  quality  timepieces  with  lasting  beauty. 
Made  from  scratchproof  materials  including  high-tech  ceramics  and 
hard  metals.  For  men  and  women.  Water  resistant.  Swiss  made. 

38.  RENAISSANCE  PEN  COMPANY  Faberge®  limited  edition  writing 
instruments  by  Michael  Perchin™  solid  sterling  sdver  with  guilloche, 
enamel,  and  22K  gold  vermeil.  E-mail:  mppenl9@mail.idt.net. 

39.  ROLEX  WATCH  USA,  INC.  For  more  information  on  our  fine 
selection  of  Rolex  watches,  please  send  for  free  brochure  or  call 
800-36ROLEX. 

40.  ULYSSE  NARDIN  1 50  years  of  master  watchmaking  history.  Fine 
Swiss  mechanical  watches  in  steel  or  gold.  Marine  Chronometers, 
high  complications  and  limited  editions.  GMT  two-time  zone  and 
automatic  alarm  watches. 

41.  VAN  CLEEF  &  ARPELS  Since  1906,  Van  Cleef  &  Arpels  has 
been  famous  for  their  fine  jewelry  due  to  their  unique  designs  and 
extraordinary  craftmanship.  Call  800-VCA-5797. 


42.  THE  BERETTA  GALLERY  Exclusive  selection  of  the  world's  finest 
sport  clothing,  field  wear,  accessories,  footwear,  hats,  country  shirts 
and  pants,  giftware,  and  premium  grade  sporting  arms.  Free  catalog. 

43.  BLOOMINGDALES  -  THE  MEN'S  STORE  At  His  Service-Our 
complimentary  shopping  service  for  gendemen.  Please  call  Paul 
Buckler  at  212-705-3030  in  NY  or  312-440-4520  in  Chicago  or 
visit  www.bloomingdales.com. 

44.  ROLLS-ROYCE  MOTOR  CARS  Additional  information  on  pur- 
chasing or  leasing  Rolls-Royce  or  Bendey  Motor  Cars. 

45.  SAKS  FIFTH  AVENUE  Visit  The  Men's  Store  at  Saks  Fifth  Avenue 
and  discover  the  best  collections  from  foremost  American  and 
European  designers  for  every  occasion  from  workday  to  weekend. 
Visitwww.dreamshop.com/saksfifthavenue. 


SPORTS/EXERCISE 


46.  TAYLOR  MADE  GOLF  COMPANY  Introducing  the  TiBubble  2 
from  Taylor  Made.  With  a  new  titanium  head  design  and  new  Bubble 
shaft  teciinoiogy,  it's  the  longest,  most  consistent  driver  we've  ever 
made.  Visit  www.taylormadegolf.com. 


47.  ABERCROMBIE  &  KENT  INTL.,  INC.  Travel  aboard  a  private 
jet  to  intriguing  destinations  such  as  Petra  and  Phuket.  For  more 
information  on  the  Around  the  World  tour  call  800-323-7308  or 
your  local  travel  agent.  E-mad:  info@abercrombiekent.com. 

48.  AIR  TRAVEL  CARD  Established  in  1936,  the  Air  Travel  Card  is 
the  airlines'  corporate  payment  system,  providing  superior  billing 
and  management  information  to  more  than  100,000  companies 
worldwide. 

49.  CRYSTAL  CRUISES  Experience  gracious,  attentive  service  and 
the  ultimate  in  worldwide  luxury  cruising  aboard  the  Six-Star  Crystal 
Harmony  and  Crystal  Symphony.  For  a  complimentary  brochure  call 
800-820-6663. 

50.  THE  IMPERIAL  HOTEL,  TOKYO,  JAPAN  One  of  the  Orient's 
legendary  grand  hotels.  The  glamorous  Imperial  boasts  sophisticated, 
tailored  service,  award-winning  restaurants  and  distinguished 
accommodations  in  die  very  heart  of  Tokyo. 

51.  LANAT  HAWAII  Two  spectacular  resorts,  endless  activities, 
championship  golf,  and  now,  the  Lana'i  Pine  Sporting  Clays.  Call 
800-321-4666. 

52.  THE  VILLAS  OF  GRAND  CYPRESS  A  renowned  golf  school  offering 
private  or  group  instruction  with  PGA-certified  professionals. 
Facilities  include  diree  Nicklaus-designed  practice  holes,  practice 
putting  green,  driving  range  and  more.  Call  800-790-7377  or  visit 
www.grandcypress.com. 


For  Free  Information.  Please  Send  in  Your  R.S.V.P.  Card  Today,  or  Call  Toll  Free:  1-800-463-6903,  or  Fax  Your  Completed  Card  to  Us  at:  1-312-922-3165 


if  not  valuable:  two  basketball-sized  glass  fishing  floats 
that  would  fetch  $20  apiece;  a  plastic  drift-net  buoy  worth 
$15;  and  a  pair  of  boat  bumpers  that,  by  themselves,  would 
probably  cover  his  food  and  fuel  for  the  trip.  Among  the 
archaeological  curios  were  a  swollen  tin  of  Russian  caviar, 
survival  rations  from  a  Japanese  lifeboat  ("GET  HOLD 
ON!!"  urged  the  instruction  sheet.  "RESCUE  IS  AT 
ONCE!").  He'd  also  collected  a  pile  of  neoprene  beach 
sandals,  probably  cargo  from  the  Hyundai  Seattle,  and 
one  forlorn  Air  Pegasus  that  recalled  his  glory 
days  after  the  1990  Nike  spill. 

McLeod  ended  up  with  a  lifetime  supply 
of  Solo  Flites  for  himsell  thanks  to  that  spill, 


Lep^s  father  was  a  life- 
long scavenger,  "He  was  the 

ntLflf  guy  who  would  follow  a 
vegetable  truck  20  miles  hoping 
a  precarious  crate  would  fall  off." 


and  at  least  30  pairs  of  other  styles  and  sizes.  Indeed,  he'd 
discovered  something  of  a  calling  in  the  athletic  footwear 
business  afterwards.  Because  pairs  had  become  separated 
in  mid-ocean,  he  organized  swap  meets  to  reunite  lefts 
and  rights  of  the  same  size.  He  twice  backpacked  the 
beaches  of  British  Columbia  in  search  of  shoes,  subsisting 
on  foraged  survival  crackers  and,  for  his  campfire  cock- 
tails, the  consolidated  dregs  of  castaway  whiskey  bottles. 
(Suntory  appeared  to  be  the  most  popular  brand  with 
Asian  cruise  passengers.)  Back  home,  he  invested  hun- 
dreds of  hours  removing  barnacles  (two  hours  of  scrub- 
bing per  shoe)  and  soaking  out  salt.  Looking  slightlv 
worse  for  wear,  the  shoes  were  wearable  though  stiff,  and 
people  balked  at  paying  about  $20  for  a  pair  of  $80  shoes 
that  pinched  their  feet.  In  three  years  he  grossed  onlv 
$1,300,  but  turning  a  profit  was  never  his  point. 

"All  the  media  coverage  of  the  spill  was  about  this 
brand-name  stuff  you  could  find  for  free,"  he  said.  "I  felt 
like  a  clown."  His  dismay  deepened  when  Ebbesmeyer 
brought  a  group  of  students  to  Cannon  Beach  on  a  field 
trip.  "You  could  see  they  were  animated  by  the  same 
thing:  finding  The  Right  Stuff.  It  had  nothing  to  do  with 
scientific  curiosity  or  the  magic  I'm  interested  in. 

"What  keeps  me  going  is  finding  other  people  who 
think  beachcombing  is  neat  for  the  same  reasons  I  do. 
They  enjoy  being  self-reliant.  They're  people  who  save 
string.  They  aren't  part  of  the  consumer  society." 

The  fair  weather  and  offshore  bree2  -  were  lousy  for 


beachcombing,  but  I  was  eager  to  try  my  luck.  We  took 
the  sturdy  old  Opel  south  to  Cape  Falcon  and  parked  on 
a  headland  with  a  picture-postcard  view.  Far  below,  a 
scimitar  of  shoreline  fringed  with  frothy  breakers 
stretched  for  miles  in  either  direction.  The  surf  line  parted 
as  it  washed  past  offshore  seastacks,  the  hulking  island 
remnants  of  Oregon's  ancient  coastline,  then  rejoined  to 
crash  ashore  on  the  beach  of  black  sand.  McLeod  grabbed 
a  plastic  rope  and  rawhide  gloves  from  the  car  (beach 
finds,  naturally),  and  we  hiked  out  to  the  top  of 
a  disturbingly  steep  bluff.  A  frayed  fixed  rope 
dangling  down  the  70-degree  face  looked  like 
it  wouldn't  support  a  cocker  spaniel. 

"Here,"  he  said,  "tie  this  end  around  your 
waist  in  case  the  old  rope  breaks,  and  I'll 
belay  you."  I  rappelled  down  gingerlv,  and  he 
followed.  Only  then  did  he  mention  finding 
the  hiker,  a  26-year-old  woman,  who'd  fallen  to 
her  death  nearby  several  years  earlier.  He  discov- 
ered her  broken  body  among  the  rocks,  red  hair  floating 
in  the  heaving  tide. 

"Her  mother  was  devastated  but  really  grateful,"  he 
said.  "She  sent  me  a  $150  L.L.  Bean  gift  certificate." 

Despite  its  dark  associations,  the  beach  was  still  one  of 
McLeod's  favorite  refuges.  Crunching  along  on  black 
gravel  under  a  warm  sun,  we  took  our  time  savoring  the 
sights.  We  lingered  among  limpid  tide  pools  paved  with 
sea  stars  and  anemones.  Red-tailed  hawks  wheeled  over- 
head, and  curious  seals  studied  us  from  the  kelp  gardens 
out  beyond  the  breakers.  Not  another  soul  was  about.  We 
found  a  large  drift-net  float,  but  McLeod  thought  it  too 
heavy  to  haul  up  the  cliff.  Otherwise,  the  day's  pickings 
were  slim.  "This  beach  was  full  of  stuff  two  weeks  ago," 
McLeod  said.  "The  high  tide  must  have  washed  every- 
thing back  out." 

The  next  morning,  McLeod  turned  jittery  and  dis- 
tracted when  I  suggested  trying  Crescent  Beach  north  of 
town.  "The  wind  is  all  wrong,"  he  said.  "I  need  to  put  my 
life  back  in  order  after  the  trip."  But  I  prevailed.  Alter  all, 
I  argued,  there  might  be  a  hockey  glove  with  my  name  on 
it.  After  20  minutes  of  hiking,  something  in  the  driftwood 
did  catch  my  eye — not  a  hockey  glove  but  an  Avia  aero- 
bics shoe,  a  woman's  size  61/2,  covered  in  barnacles  but 
new.  Several  hundred  yards  later,  I  came  across  another 
shoe,  this  one  a  size  8. 

"Hey!"  exclaimed  McLeod.  "I  may  be  back  in  the  shoe 
business." 

The  Hyundai  Seattle?,  manifest  listed  1,131  cartons  of 
"ladies  aerobics  shoes,"  and  these  two  fit  the  bill.  At  the 
thought  of  2,260  more  Avias  poised  offshore,  McLeod 
grew  suddenly  animated.  We  hurried  on,  scrambling  up 
and  down  bluffs  to  reach  isolated  pockets  of  beach.  I 
found  my  hockey  mitt  in  the  next  cove  north  and  felt 
oddly  fulfilled.  On  the  same  beach,  McLeod  and  a  con- 
tractor friend  once  salvaged  20  driftwood  timbers  of 
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Single  Malt  &  Cigar  Extravaganza 

Ladies  and  Gentlemen  Are  Cordially  Invited  to  Attend  A  Gala  Evening  of  Rare  and  Unique 
Single  Malt  Scotch  Whiskies  Paired  With  The  Finest  of  Cigars  From  . 

MACAN U DO  •  PARTAG AS  •  TEMPLE  HALL  ESTATES 
PUNCH  •  HOYO  DE  MONTERREY 


Jjreu  in  ring  : 


Aberlour 
The  Balvenie 

•  Founders  Reserve 

•  Doublewood 

•  Single  Barrel 
Benriach 
Bushmills  Malt 
Caol  I  la 
Cardhu 
Cragganmore 
Dalwhinnie 
Edradour 
Glendronach 
Glenfiddich 

•  Special  Reserve 

•  Single  Cask  1 5  Year  Old 
Glenglassaugh 
Glengoyne 

Glen  Keith 
Glenkinchie 
The  Glenlivet 

•  12  Year  Old 

•  18  Year  Old 

Scotch  Malt  Whisky 
Society  Members 

$40.00 


Hotel  Bel-Air 
Los  Angeles,  California 
Wednesday.  September  24.  1997 
The  City  Club  of  S.F. 
San  Francisco,  California 
Friday.  September  26.  1997 
The  Swissotel 
Atlanta.  Georgia 
Wednesday.  October  15,  1997 
The  Chicago  Hilton  &  Towers 

Chicago,  Illinois 
Wednesday.  October  22.  1997 
The  Hyatt  Regency 
Denver,  Colorado 
Thursday.  October  23.  1997 
The  Ritz  Carlton 
Boston,  Massachusetts 
Tuesday.  October  28.  1997 
J.W.  Marriott 
Washington,  DC 
Wednesday.  October  29.  1997 
The  New  York  Marriott  Marquis 
New  York,  New  York 
Thursday.  October  30.  1997 
The  Houston  City  Club 
Houston,  Texas 
Wednesday,  November  5.  1997 
Ancala  Country  Club 
Scottsdale,  Arizona 
Thursday.  November  6,  1997 
The  Pyramid  Club 
Philadelphia,  Pennsylvania 
Thursday.  November  13,  1997 
Hotel  Inter-Continental 
Miami,  Florida 
Thursday.  November  20.  1997 

6:30  -  8:30  P.M. 


^j^eu  taring: 


Glenmorangie 
•10  Year  Old 

•  18  Year  Old 

•  Port  Wood  Finish 

•  Sherry  Finish 

•  Madeira  Finish 
Glen  Ord 

Glen  Rothes 
Highland  Park 
Knockando 
Lagavulin 
Laphroaig 

•  10  Year  Old 

•  1 5  Year  Old 
Longmorn 
Oban 

Port  Ellen 
Scapa 

St.  Magdalene 
Strath  isla 
Talisker 
Tamdhu 
Tormore 


,  nn  Co-Hosted  By  #5 

uu  Forbes  F YI  Magazine  & 

The  Scotch  Malt  Whisky  Society 

Reservations  are  limited.  Admission  by  advance  ticket  purchase  only 
Telephone  Toll  Free  1-800-990-1991 

Jacket  Required 


Non-Members 

$50.00 


Special  Rates  for  Corporate  Tables  of  8  or  More 


Hors  D  'oeuvres 


Door  Prizes 


Every  investor  should  own 

The  Forbes  Stock 
Market  Course 


The  practical  handbook  that 
provides  the  goals  of  today's 
smartest  investors — and  the 
strategies  they  use  to  reach  them. 


INCLUDES:How  to  choose  a  broker — Broker  commissions — How  to 
place  an  order — Sources  of  information — Market  patterns  (how  to 
chart  stock  market  movement) — Dollar-cost  averaging — Buying  on 
margin — How  to  read  the  tape — The  Dow  theory — Indexes  (the 
Dow,  the  Russell  2000,  the  Wilshire  5000)— Bonds  and  Preferred 
stocks — Derivatives  including  options — How  to  read  a  company's 
financial  statement — Mutual  funds. 

CALL  1-800-888-4525  ext  735 

FORBES,  INC.,  6o  Fifth  Avenue,  New  York,  NY  iooii 


It  may  be  small.  Bur  the  Bose®  Acoustic  Wave50  music  system  is  definitely  an 
overachiever.  The  unit  features  a  compact  disc  player,  an  AM/FM  radio,  a  handy 
remote  conrrol,  and  our  patented  acoustic  waveguide  speaker  technology.  And 
it  produces  a  rich,  natural  sound  quality  comparable  to  audio  systems  costing 
thousands  of  dollars.  We  know  that's  hard  to  believe.  So  we're  ready  to  prove  it. 
Call  or  write  now  for  our  complimentary  guide  to  this  award-winning  system. 
Because,  like  the  system  itself,  it's  available  directly  from  Bose. 

Call  today.  1-800-898-BOSE,  ext.  A2332. 
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milled,  straight-grain  fir  worth  a 
small  fortune.  Farther  along,  I 
found  a  second  hockey  glove,  two 
more  shoes  and  an  exquisite  copper 
fishing  float  coated  with  verdigris 
and  etched  with  talismanic  cross- 
hatching. 

We  made  a  plan  to  head  for 
Washington's  Olympic  Peninsula. 
McLeod  thought  our  luck  would 
improve  there,  and  he  wanted  to 
show  the  shoes  to  Ebbesmeyer  and 
Ingraham,  who  were  speaking  at  a 
beachcombers'  convention. 

Driving  north  with  our  show- 
and-tell  treasures,  I  asked  him  how 
he'd  gotten  into  beachcombing.  His 
father  was  a  lifelong  scavenger  but 
had  suffered  the  ridicule  of  friends 
and  family.  "He  was  the  kind  of  guy 
who'd  follow  a  vegetable  truck  20 
miles  hoping  a  precarious  crate  of 
tomatoes  would  fall  off,"  said  Mc- 
Leod. "I  guess  it's  in  my  blood." 

But  his  chief  inspiration  was  a 
certain  Mr.  Clark,  the  caretaker  of  a 
beach  shack  that  his  parents  rented 
every  summer  near  Half  Moon  Bay, 
California.  "He  lived  at  the  beach 
year-round,"  McLeod  recalled,  "and 
his  house  was  full  of  wonderful  stuff, 
like  a  whale's  vertebra  and  a  petrified 
dinosaur's  tooth." 

Years  later,  after  settling  in  Can- 
non Beach,  McLeod  longed  for  the 
simplicity  of  those  idyllic  summers. 
Bv  then  he  co-owned  an  art  gallery, 
earned  good  commissions,  and  his 
paintings  hung  in  Portland  museums. 
So  why  was  he  unhappy?  He  decided 
he  was  chasing  other  people's  notions 
of  success.  "Why  do  we  all  work  so 
hard?"  he  wondered.  "It's  because  we 
think  we  need  so  much  stuff." 

The  Beachcombers'  Fun  Fair  was 
in  Ocean  Shores — "Open  Sores," 
McLeod  called  it,  disdaining  the 
strip  of  budget  motels  fronting  the 
beach.  Ebbesmeyer  and  Ingraham 
were  at  the  convention  center  mill- 
ing around  with  a  mostly  retire- 
ment-age crowd  displaying  their 
beach  flotsam.  The  coffee  was  bad, 
and  every  hour  another  door  prize 
was  announced. 


At  first,  McLeod 
was  itching  to  sur- 
prise the  two  ocean- 
ographers  with  our  aer- 
obics shoes.  "Are  you  ready 
for  this?"  he  asked,  dipping  into 
his  bag  of  goodies.  But  after  hearing 
someone  else  had  beaten  us  to  the 
punch  with  two  shoes,  and  sitting 
through  presentations  he'd  heard  be- 
fore, he  was  just  itching  to  leave. 
"Let's  go  find  a  beach,"  he  implored. 

It  was  a  gray,  windy  day,  and 
spitting  rain.  We  drove  up  to  Roos- 
evelt Beach  south  of  Olympic  Na- 
tional Park  and  donned  rain  suits. 
I'd  never  visited  the  Olympic  coast, 
but  always  envisioned  it  as  a  wilder- 
ness whose  isolation  and  astringent 
climate  ensured  that  it  would  stay 
pristine.  But  it  was  covered  with  lit- 
ter— and  the  litter  had  come  not  by 
land  but  by  sea.  The  tangled  beach 
grass  at  the  high-tide  line  was 
strewn  with  detritus  of  the  con- 
sumer culture  that  McLeod  so  de- 
spised: Big  Gulp  cups,  fluorescent 
lighting  tubes,  bleach  bottles,  oil 
cans,  disposable  diapers,  plastic  rope. 
However  you  defined  what  we 
were  doing  out  there — archaeology, 
oceanography  or  fanatic  scaveng- 
ing— it  was  depressing,  like  foraging 
in  a  garbage  dump.  When  McLeod 
found  two  more  hockey  mitts,  I  saw 
no  magic  in  them,  only  evidence  of 
the  diminished  state  of  the  oceans. 
He  stuck  them  in  his  backpack  any- 
way, and  strode  away  into  the  wind. 

"Maybe  all  this  has  to  do  with  a 
midlife  crisis,"  he  mused  later.  "I 
honestly  believe  that  if  people  could 
simplify  their  lives  they'd  be  hap- 
pier. But  talk  about  life  in  the  slow 
lane!  This  is  like  trying  to  find  sig- 
nificance in  something  that  may 
have  none,  like  reading  the  entrails 
of  chickens. 

"Well,"  he  shrugged,  "at  the  very 
least  I'm  cleaning  up  the  beach."  • 

Michael  McRae  is  author  of 
Continental  Drifter:  Dispatches 
From  The  Uttermost  Parts  Of  The 
Earth  (Lyons  &  Burford). 
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STANDARD 


Sometimes,  gift-giving  isn't  an  art,  it's  a  competition — and 


you're  the  one  being  judged.  So  when  you  must  get  the  girl, 


repair  the  breach  or  celebrate  the  occasion,  be  sure  that  your  ^ 


offering  measures  up.  In  other  words,  go  for  the  gold. 
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Victorian  glass  perfume  bot- 
tle, $285,  at  Bergdorf  Good- 
man, New  York.  Evening  bag, 
quilted  with  pearls  and  swar- 
ovski  crystals,  by  kathrine 
Baumann  Beverly  Hills,  $1,900, 
at  Cellini,  New  York;  Collec- 
tions by  Linda,  Chicago;  and 
David  Orgell,  Beverly  Hills. 
Hand-painted  box  in  the  shape 
of  an  Egyptian  cat,  $285,  at 
Asprey,  New  York,  212-688-1811. 


'•ft  1  ft* 


Right:  Gilded  brass  alarm 
clock,  $225,  at  Asprey,  New 
York.  Vintage,  gold-plated 
saltcellars,  $75  each,  at  berg- 
dorf  Goodman,  New  York. 
Eyeglasses  by  It's  Titanium  for 
Gruen  Optika,  $495,  at  Gruen 
Optika,  New  York,  800-776-6322. 


Terrier  brooch,  in  i8k  gold 
with  diamonds  and  sapphires, 
$2,850,  at  Asprey,  New  York.  En- 
ameled 18K  GOLD  BOX  WITH  DIA- 
monds and  rubies  by  faberge, 
$23,000,  at  Cellini,  New  York, 
and  David  Orgell,  Beverly 
Hills.  One-of-a-kind  kaleido- 
scope PENDANT  IN  l8K  GOLD  WITH 

90  diamonds,  $10,850,  from  a 
90th- anniversary  collection 
at  Neiman  Marcus,  800-937-9146. 
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Books 

The  reel  world;  tracing  the  Grand  Trunk;  building  a  reference  library;  and  more. 


Left:  summer  in 
Montana,  the 
American  mecca  for  \ 
fly  fishing.  Right: 
a  pair  of  tarpon 

fishers  are  rewarded  lISpS***"1; 

with  their  grand, 
if  unwieldy,  prize. 
Below:  the  "ole  red 
punts  "  that  carry 
bonefishers  to 
Christmas  Island 's 
outer flats. 


DISTANT  WATERS:  THE  GREATEST  FLY-FISHING  WORLDWIDE, 
photographs  by  R.  Valentine  Atkinson;  Random  House;  $j$  cloth  (September) 


T~~Vy  fishing  books  are  as  com- 
mon  as  fish  stories  these 
-A.  days,  but  this  one  is  truly  spec- 
tacular. Illustrating  remembrances  of 
memorable  expeditions  by  some  of  the 
sports  greatest  scribes — including  John 


Gierach,  Russell  Chatham,  Tom  Mc- 
Guane  and  Nick  Lyons — are  page 
after  page  of  Atkinson's  marvelous 
photos,  which  capture  the  mystery  and 
magic  of  fly  fishing  all  over  the  globe, 
from  the  Rockies  to  Russia. 
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MISFIT:  THE  STRANGE  LIFE  OF  FREDERICK  EXLEY, 
by  Jonathan  Yardley;  Random  House;  $23  cloth  (August) 


efore  Frederick  Exley's  book^ 
Fan's  Notes  was  published  in 
1968,  the  few  people  who  knew 
the  author  probably  knew  him  as  a 
freeloader,  alcoholic  and  unstable, 
the  ne'er-do-well  son  of  a  telephone 
lineman  and  beloved  local  football 
hero  in  Watertown,  New  York. 
Growing  up  there,  he  exhibited  little 
apparent  motivation,  and  seemed 
destined  to  become  one  of  the  many 
u    ,    ~s>  local  characters  "holding  down 
»  ■rrrg"-  blue-collar  jobs  by  day  and 
propping  up  bars  by  night," 
I  as  his  biographer,  Jonathan 
Yardley,  puts  it. 

But  in  a  small  upstate  burg 
k  .  IF      with  relatively  few  secrets, 
HHKE  Exlev  had  a  big  one:  while  at 
I  college  in  California  he  had 
jfiEj  discovered  Fitzgerald,  Bellow, 
.  gM     i  Nabokov,  Robert  Penn  War- 
I  ren,  Edmund  Wilson  and 
I  others  in  the  20th-century 
I  American  literary  pantheon. 
I  In  their  books  he  found  the 
I  giant,  inviting,  adventurous 
I  America  he  yearned  for;  from 
I  the  example  of  their  successes 
I  he  thought  he  detected  a  way 
out  of  Watertown  into  a  life  of  fame 
and  respectability.  Amazingly,  the 
book  on  which  he  quietly  labored  for 
many  years  offered  him  just  that: 
upon  publication  it  earned  him  in- 
stant recognition  and  critical  acclaim. 
Suddenly  the  local  malcontent  was  a 
national  figure:  a  celebrated  author 
whose  first  book  was  being  heralded 
as  a  new  American  classic. 

Exley's  memoir — it  was  marketed 
as  a  novel  for  legal  reasons,  to  avoid 
libel  charges — was  a  boozy  picar- 
esque that  portrayed  the  author  as  a 
young  man  trying  desperately,  and 
failing  utterly,  to  make  his  peace  with 
middle-class  America.  Exley  played 


his  misadventures  for  laughs,  but 
they  were  nervous  laughs:  the  book 
suggested  that  the  biggest  and  un- 
funniest  joke  of  all  was  a  rigged  mer- 
itocracy that  had  already  made  up  its 
mind  about — well,  about  people  like 
Fred  Exley.  A  Fans  Notes  combined 
the  unquestionably  manly  pastimes  of 
womanizing,  hard  drinking  and  foot- 
ball obsession  with  insurgent  strains 
of  doubt  and  fear  that  in  1968  were 
still  seen  by  many  as  effete  emblems. 
While  hippies  and  Yippies  preached 
anarchy  to  the  countercultural  choir, 
Exley's  jaundiced  take  on  the  Amer- 
ican definition  of  "success"  helped 
legitimize  the  notion  of  cultural  dis- 
sent for  a  sizable  group  of  red-blooded 
American  males  who  had  always,  re- 
flexively,  rooted  for  the  home  team. 

Yardley,  who  is  the  book  critic  for 
The  Washington  Post  and  who  main- 
tained a  telephone  friendship  with 


his  nomadic  subject,  takes  the  scarce 
documentary  material  on  Exley  that 
exists  and  uses  it  skillfully,  setting  up 
the  incongruities  that  give  his  profile 
its  tension.  The  quotidian  details  of 
Exley's  troubled  life  were  sad  and  un- 
remarkable: alcoholism,  chronic  mon- 
ey shortages,  failed  relationships,  a 
fatal  stroke  brought  upon  by  a  half- 
century  of  hard  living.  Yardley  re- 
counts them  dutifully,  and  they  serve 
to  complicate  his  finished  portrait  of 
Exley  as  one  man  with  two  seemingly 
irreconcilable  personalities:  the  vul- 
gar, loutish  drunk  at  the  end  of  the 
bar  and  the  erudite  bookworm  whose 
facility  with  the  written  language  was 
breathtaking. 

Yardley  is  fascinated,  as  we  are, 
by  the  way  his  subject  sprang  fully- 


MISFIT 
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Frederick  Exley 

'  v..  1 

Jonathan  Yardley 


formed  as  an  artist  from  the  mists  of 
anonymity  into  the  contemporary 
canon.  "He  was  his  own  teacher  and 
his  own  editor,"  Yardley  tells  us,  "liv- 
ing proof  that  the  best  way  to  learn  to 
write  well  is  to  read  well  and  to  prac- 
tice, practice,  practice."  But  even 
good  faith  and  practice  couldn't  keep 


Exley  from  producing  two  tepid  fol- 
low-ups to  his  first  masterpiece, 
books  that  cheapened  the  original 
voice  of  A  Fan 's  Notes  by  treating  it  as 
little  more  than  a  narrative  gimmick, 
like  a  once-terrifying  movie  monster 
resuscitated  for  banal  sequels. 

Exley  told  us  stories.  He  adhered 
to  an  aesthetic  imperative  that  some- 
times subordinated  factual  truth  to 
those  broader  truths  about  people 
living  in  a  culture:  the  truth  of  non- 
fiction  versus  that  of  fiction.  We  now 
have  Jonathan  Yardley  to  thank  for 
this  respectful,  very  fine  biography 
that  fills  in  the  many  gaps  in  the  story 
of  Frederick  Exley,  the  writer,  and 
makes  the  story  of  Frederick  Exley, 
the  character,  even  more  meaningful. 

—JEFF  TURRENTINE 


Exley  played  his  misadventures  in  A  Fan's  Notes 
for  laughs,  but  they  were  nervous  laughs. 
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Most  five-star  dining  establishments 
provide  a  waiter  for  every  six  tables. 
How  about  ache! 
for  every  six  people  instead? 


Imagine  the  luxuria  of  having  aboard  your  very 
own  aiptam  atu)  cf?ef.  Ne\vr  befoiv  ixu<  a  vacation 

been  ,h)  piroomilLu'thuh)  yet,  <u>  a§onhble. 
7-nigbt  Sail  Away  package**  Mori  at  only 


1-888-703-317^ 

www  m00nn9s.com 


TTicMooriiigs' 

Crewel  Yacht  Vacations 


What  in  the  world  are  you  waiting for? 

Pier  pawn,  doutU  occupancy  stateroom,  50ft.  yacht.  Airfare  and  aratuitta 
not  included.  Some  rutrictiotu  may  apply  Call  fordetaiu. 

Caribbean  •  South  Pacific  •  Mediterranean 


Laucala  Island. 


Vacation  in  a  private  paradise,  as  tropical  and  seclud- 
ed as  any  undiscovered  island.  Visit  Laucala,  a  Forbes 
Magazine  South  Pacific  Property  in  the  Fiji  Isles. 

This  pristine  paradise  offers  the  world's  finest 
scuba  diving  and  snorkeling.  Windsurf.  Sail. 
Play  tennis.  Waterski.  Go  deep-sea  fishing  on 
board  the  island's  private  fishing  boat.  Relax  by 
the  pool.  Do  it  all.  Or  do  nothing  at  all. 

Laucala  is  the  ultimate  vacation  experience  — 
the  finest  amenities  without  the  formalities.  All 
this  for  just  $2,495  pp  for  8  days  and  7  nights 
(plus  Fiji  tax).  And  that  includes  everything.  With 
its  own  private  runway  and  daily  scheduled  com- 
mercial flight,  Laucala  is  the  perfect  getaway. 

For  more  information, 
call  1-800-F0RBES-5. 
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FIJI  ISLAND 


RAGE  FOR  FAME:  THE 
ASCENT  OF  CLARE  BOOTHE  LUCE, 
by  Sylvia  Jukes  Morris; 
Random  House;  $jo  cloth  (June) 

Clare  Boothe  Luce 
was,  no  matter  how 
you  felt  about  her, 
without  question 
The  Woman  of  the 
20th  Century.  She 
was  born  poor  and 
illegitimately  on 
New  York's  Upper  West  Side,  and  by 
the  time  of  her  death  84  years  later, 
had  been  there,  done  that  and  then 
some:  Long  Island  socialite,  manag- 
ing editor  of  Vanity  Fair,  hit  broad- 
way  playwright  ("The  Women"), 
wife  of  Time  co-founder  Henry  Luce, 
U.S.  Congresswoman  from  Con- 
necticut, U.S.  Ambassador  to  Italy, 
antagonist,  advisor,  lover  or  friend  to 
presidents,  bankers,  painters,  poets. 
When  she  converted  to  Catholicism 
in  the  1950s,  she  was  asked  whom  she 
would  like  to  hear  her  confession. 
"Bring  me,"  she  said  in  her  trademark 
imperious,  flirtatious  way,  "someone 
who  has  seen  the  rise  and  fall  of  em- 
pires." Fortunately,  when  it  came  to 
choosing  her  biographer,  she  picked 
Sylvia  Jukes  Morris.  Rage  For  Fame, 
volume  one  of  Morris'  epic  tale,  is 
an  important  book  about  an  impor- 
tant figure,  and  into  the  bargain 
a  stunning  feat  of  biography.  She 
found  out  everything;  and  oh,  what 
a  lot  there  was. 

AN  UNDERGROUND  EDUCATION, 
by  Richard  Zacks; 
Doubleday;  $28  cloth  ( October) 


RICKAHD  ZACKS 


There's  what  you 
learned  in  school. . . 
and  then  there's 
this  book.  Richard 
Zacks  must  be  a 
hit  at  parties:  he 
may  not  know  ev- 
erything there  is  to 


know,  but  he  seems  to  know  some- 
thing about  everything,  and  that's 
pretty  impressive.  An  Underground 
Education  is  filled  with  information 
that  can't  rightly  be  called  "trivia" — 
it's  too  thoroughly  researched  and 
fascinating  for  that  epithet — but  nev- 
ertheless exists  well  outside  the  realm 
of  common  knowledge.  Did  you 
know,  for  instance,  that  Lord  Byron 
died  not  while  leading  a  band  of 
Greek  patriots  in  battle  against  the 
Turks,  as  is  commonly  believed,  but 
was  bled  to  death  by  incompetent 
doctors  who  drained  more  than  four 
pounds  of  blood  from  the  man?  Or 
that  weirdo  billionaire  Howard 
Hughes  once  made  an  (unsuccessful) 
attempt  to  design  a  bra  for  bounteous 
movie  star  Jane  Russell?  Learn  all  this 
and  much  more  in  this  addictive 
volume,  and  become  the  Cliff  Clavin 
of  your  office. 

DAYS  AND  NIGHTS  ON  THE 

GRAND  TRUNK  ROAD, 
by  Anthony  Weller;  Marlowe  & 
Company;  $25  cloth  ( October) 

Talk  about  a  road 
trip.  The  Grand  Trunk 
stretches  35  centuries 
and  1,525  miles  through 

':r**H^P118  ^nc^ia  an^  Pakistan, 
' '   "  from  an  uncertain 

starting  line  in  Cal- 
cutta to  the  Khyber 
Pass.  "Like  a  whip,  the  road  has  pun- 
ished and  controlled  the  subconti- 
nent; like  a  whip  it  has  stimulated," 
writes  Weller,  who  went  from  one 
end  to  the  other  with  a  string  of  hired 
drivers,  and  who  serves  up  every  mile 
in  rich,  engrossing  and  often  wretched 
detail.  A  wonderful,  lyrical  writer, 
Weller  takes  things  as  they  come 
and  delivers  with  thoughtfulness  and 
style.  Infused  with  history,  religion 
and  a  panoply  of  personalities — hell- 
bent truckers,  pilgrims,  twisted  crip- 
ples and  the  oppressive  heat — it's  an 
absorbing,  if  mind-boggling,  read. 


FYI  ASKS  AMERICA'S  CEOs:  WHAT  BOOK  HAS  MOST  CHANGED 
YOUR  OUTLOOK  ON  BUSINESS,  LIFE  OR  BOTH? 


or  Shivas 
Irons) 

Michael  Murphy 


THE  KINGDOM  OF  SHIVAS  IRONS, 

by  Michael  Murphy; 
Broadway  Books;  $28  cloth  ( October) 

Certain  golfers  have  an 
aesthetic  best  summed 
up  by  their  funny  hats, 
I  their  bright  polyester 
shirts  and  the  phrase 
you  hear  them  shout- 
ing every  time  some- 
I  body  makes  a  decent 
shot:  "You  da  man\"  Then  there's  the 
much  more  solemn  High  Church  of 
Golf,  whose  members  practically 
genuflect  before  hitting  a  tee  shot. 
Golf,  in  their  world  view,  is  a  thing  of 
the  spirit,  practiced  imperfectly  here 
on  earth.  Their  holy  text  is  a  book 
called  Golf  In  The  Kingdom,  by 
Michael  Murphy — who  was,  not  sur- 
prisingly, a  founder  of  Esalen  and  the 
human  potential  movement.  The  hero 
is  one  Shivas  Irons,  a  mythic  Scots- 
man who  can  hit  golf  balls  and  spout 
profundities  with  equal  skill  and  ease. 


THE  FUNDAMENTALS  OF  RADIO,  by  Frederick  Emmons; 
(out  of  print;  check  your  library  or  local  used  bookstore) 


"I  was  just  entering  my  teens  when  I  came  upon  this 
dusty  old  book,"  recalls  Ray  Smith,  who  channeled  his 
early  love  of  radio  technology  into  a  role  as  one  of  the 
telecommunications  industry's  most  vital  and  influential 
figures.  "In  its  description  of  how  radio  works,  I  under- 
stood the  power  of  science  for  the  first  time.  There  it  all 
was:  the  entire  universe  for  me  to  examine.  Through  the 
scientific  method  I  could  observe,  reach  conclusions  and 
share  my  thoughts  with  others  who  could  replicate  the  ex- 
periment and  get  the  same  result.  It  was  my  first  revela- 
tion of  scientific  objectivity;  it  wasn't  founded  on  an 
adult's  opinion  or  a  family  tradition  or  the  intonations  of 
elders.  It  was  corroborated,  replicated  fact." 


Now  Murphy  and  Shivas  are  back, 
with  more  of  the  same,  in  The  King- 
dom Of  Shivas  Irons,  and  given  the 
mood  that  surrounds  the  sport  these 
days,  it's  sure  to  be  a  big  hit.  If  you're 
inclined  to  think  of  golf  as  a  kind  of 


mystical  communion  with  nature, 
and  if  you  find  yourself  nodding 
knowingly  at  lines  like,  "Let  go  of  or- 
dinary feeling  and  thought,  and  you 
are  at  once  more  self-sufficient,"  then 
this  is  your  kind  of  book. 


1 


When  you  were  younger, 
you  always  wondered  what  science  class 
had  to  do  with  real  life. 


Nobody  told  you 
you'd  be  lojing  jleep  trying  to  find  a  way 
to  shave  three  strokes  off  your  handicap. 


The  Grand  Cypredd  Academy  of  Golf. 
The  science  of  perfection. 


THE  VILLAS  OF  GRAND  CYPRESS 
HYATT  REGENCY  GRAND  CYPRESS 
GRAND  CYPRESS  ACADEMY  OF  GOLF 


GRAND 
.YPRESS 


RESORT- 


GRAND  CYPRESS  GOLF  CLUB 
GRAND  CYPRESS  RACQUET  CLUB 
GRAND  CYPRESS  EQUESTRIAN  CENTER 


More  Grand  Than  You  Ever  Imagined"  i 

Orlando,  Florida 
For  reservations,  please  call  800-790-7377,  ext.  11. 
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want  to  be  spoiled 
indoors,  but  want 
their  outdoors 
unspoiled." 


-Town  &  Country 


There  is  a  pristine  island 
where  you  can  explore 
miles  of  white  sand  beaches 
or  trek  along  a  wilderness  trail 
without  seeing  another  soul  for 
hours.  And  at  day's  end,  you  can 
have  a  butler  draw  your  bath  and 
indulge  in  a  gourmet  meal. 

This  is  Lana'i,  home  to  wide 
open  spaces  and  the  luxurious 
Manele  Bay  Hotel  and  Lodge  at  Koele, 
two  resorts  consistently  rated 
among  the  worlds  best.  Enjoy  a 
host  of  activities  including  tennis, 
horseback  riding,  snorkeling, 
sporting  clays  and  golf  on  the 
award-winning  Challenge  at  Manele 
and  the  Experience  at  Koele 
championship  courses. 

Room  rates  begin  at  $250  per 
night.  For  special  packages  or 
more  information,  contact  your 
travel  agent,  call  Lana'i  directly 
at  1-800-321-4666,  or  e-mail 
reservations@lanai-resorts.com. 

LANAI 


THE  TEN  ESSENTIAL  REFERENCE  BOOKS 

compiled  by  Peter  Canby,  head  of  the  redoubtable  fact-checking 
department  at  The  New  Yorker 


•  The  Oxford  English  Diction- 
ary (Oxford  University  Press;  $3,000 
for  the  20-volume  set;  800-451-7556). 
If  space  and  budget  aren't  issues,  go 
out  and  buy  what  is  perhaps  the 
greatest  work  of  Western  scholar- 
ship, tracing  the  development  of  the 
English  language  from  1150  A.D. 
Settle  back  and  marvel  at,  say,  the 
historical  relationship  of  the  word 
"cloud"  to  the  word  "clod."  (Dis- 
counted editions  may  be  found  at 
reputable  used  book 
dealers.)  An  excellent 
single-volume  alter- 
native is  The  Random 
House  Unabridged  Dic- 
tionary (Random  House;  $100  cloth; 
800-726-0600). 

•  The  New  Encyclopedia  Brit- 
annica  (Encyclopedia  Britannica 
Inc.;  $1,500  for  the  32-volume  set;  $150 
CD-ROM;  800-747-8503).  If  your 
shelves  still  aren't  full,  the  Britannica 
is  the  best  general  compilation  of 
knowledge.  Its  division  into  micro- 
psia and  macropasdia  has  never 
been  a  success,  though,  and  one  looks 
forward  to  the  day  that  it  returns  to 
the  earlier,  straight  alphabetical  for- 
mat. Again,  a  superb  single-volume 
alternative  is  The  Columbia  Encyclo- 
pedia (Houghton  Mifflin;  $50  cloth; 
$20  paper;  800-225-3362). 


•  Merriam-Webster's  Bio- 
graphical Dictionary  (Mer- 
riam-Webster;  $28  cloth;  800-201- 
5029)  includes  all  the  essential  details 
of  the  lives  of  a  huge  number  of  en- 
trants from  "all  periods  of  history  and 
all  fields  of  endeavor."  Alas,  it  no 
longer  includes  living  people;  you'll 
have  to  fall  back  on  Who's  Who. 

•  Merriam-Webster's  Geo- 
graphical Dictionary  (Mer- 
riam-Webster;  $30  cloth;  800-201- 

A  compact,  thorough  reference 

library  to  arm  you  on  your 
frequent  fact-finding  missions. 

5029).  The  third  and  most  recent  edi- 
tion of  this  indispensable  volume  in- 
cludes place  names,  historical  notes, 
population  figures  and  land  forms,  as 
well  as  250  maps. 

•  The  Europa  World  Year  Book 
1997  (Europa  Publications,  U.K., 
distributed  in  the  U.S.  by  Taylor  6c 
Francis;  $705  for  the  two-volume 
set;  800-821-8312).  Need  to  know  the 
wording  of  the  pact  of  the  League  of 
Arab  States?  What  about  the  number 
of  registered  motor  vehicles  in  the 
Faroe  Islands?  Look  no  further  than 
this  fount  of  information  on  every 
nation  on  the  globe,  as  well  as  1,650 
international  organizations. 


•  Bart  left's  Familiar  Quot- 
ations (Little,  Brown;  $45  cloth; 
$20  CD  rom;  800-759-0190).  Twen- 
ty thousand  quotations.  Pericles  to 
La  Pasionaria. 

•  The  Oxford  Companion 
To  English  Literature  (Oxford 
University  Press;  $60  cloth;  800-451- 
7556).  Edited  by  Margaret  Drabble, 
a  wonderful  survey  of  English  liter- 
ature worldwide. 

•  Congressional  Quarterly 

publishes  a  number  of  books  which, 
between  them,  contain  enough 
information  to  answer  most  ques- 
tions about  Washington.  CQ^s 
Guide  To  The  Presidency  ($299  for  the 
2-volume  set),  Guide  To  Congress 
($259  cloth)  and  Guide  To  The  U.S. 
Supreme  Court  ($299  for  the  2-vol- 
ume set),  give  biographical  and  in- 
stitutional histories  of  the  three 
branches  of  the  federal  government. 
Politics  In  America  1998:  The  105th 
Congress  ($97  cloth;  $56  paper,  with 
free  CD-ROM)  covers  the  present 
Congress.  The  Guide  To  U.S.  El- 
ections ($295  cloth)  contains  not  just 
the  results  of  each  federal  and 
gubernatorial  election,  but  also  a 
synopsis  of  major  electoral  issues. 
(Congressional  Quarterly  Books; 
800-638-1710) 

•  Hoover's  Handbook  Of  Am- 
erican Business  (Hoover's  Inc.; 
$85  cloth;  800-486-8666).  Hoover's 
Handbook,  updated  annually,  consists 
of  concise  entries  on  705  American 
companies  ranging  from  General 
Motors  to  the  Boston  Celtics.  En- 
tries are  notable  for  being  readable, 
for  their  historical  overviews  and  for 
unusual  features  such  as  lists  of  chief 
competitors  (Ford  and  the  Knicks). 

•  Lexis-Nexis  (Reed  Elsevier; 
prices  vary  according  to  package; 
800-227-4908).  Not  a  book,  but  a 
revolutionary  reference  tool.  This  as- 
tonishing information  retrieval  ser- 
vice allows  a  subscriber  instant  access 
to  electronic  libraries  containing 
thousands  of  publications.  Plug  in 
key  words  and  come  up  with  a  list  of 
stories  in  which  those  words  appear. 
Essential  for  all  journalists.  • 
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THE  SWEET  SMELL 
J  OF  SUCCESS* 

LEON  JIMENES  #4 

A  smoke  preferred  and  enjoyed  by  people  of  decision  everywhere.  Accommodates  the  ^^^S. 
discriminating  good  taste  of  cigar  smokers  from  Maine  to  Monte  Carlo.  Lovingly  ^y^s^K 
created  by  hand  to  enhance  the  rare  and  luxurious  pleasure  of  smoking  truly  /^V^^w^if  ft 
fine  cigars.  A  leading  cigar  for  those  uncompromising  leaders  of  if  Jr 

sophisticated  good  taste  who  insist  upon  the  best  of  everything.  \^  ^  v-^v^-^ 

*  A  5'A"  x  42  ring  cigar.  A  relaxing  reward  for  your  search 
for  total  smoking  enjoyment.  Connecticut  shade  wrapper.  v-»^« (' 

MY  INTRODUCTORY  OFFER  .  ^ 

TO  NEW  CUSTOMERS  X/; 
8Le6nJimcr.es  #4  Q/^e&It  ^If/mtt 

for  $15.00;  Regular  ^jJtmi 
Retail  $30.00. 


THOMPSON  CIGAR  CO. 

P.O.  Box  31274  •Tampa.  FL  33633-0537  •  Dept.T585 

Send  me  8  Connecticut  shade  wrapper,  Leon  Jimenes  #4  (R02995)  For  $15.00  +  S3.95  shipping 
(Florida  residents  add  6%  sales  tax  +  appropriate  county  tax)  ONE  ORDER  PER  CUSTOMER 


My  Street  Address 


Daytime  Phone  # 

J  S18.95  Enclosed.  Charge  to  my  J  VISA  J  MasterCard  J  AmExpress  J  Discover 


America's  Oldest  Mail  Order 
Cigar  Company.  Est.  1915 

©  1995,  Thompson  &  Co.,  Inc. 


Credit  Card  No  (Print  All  Digits)  Exp  Date 

OFFER  EXPIRES  1/31/98  •  OFFER  NOT  AVAILABLE  TO  MINORS  •  OFfER  GOOD  ONLY  IN  THE  USA 


1-800-246-8221  Dept-T585  Fax:813-882-4605 


SELECTION 


(As  of  press  time,  all  items  were  available; 
however,  FYI  can  t  guarantee  that  they  will  be  if  all 
of  you  order  the  same  thing  at  the  same  time.) 
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THE  CREAM  OF  THE  MAIL-ORDER  CATALOGUES 


ROCKS,  MINERALS,  AND  GEMSTONES  ,j,v>: 
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"The  main  thing  today  is — 

shopping;,"  wrote  Arthur  Miller  in  The  Price  (1968). 
Three  decades  later,  things  haven't  changed..,. 


^  When  the  boss  catches  you  playing  with 
this  desktop,  wood  and  paper  lit  ho  M. 
Moran  tugboat,  tell  him  it  inspires  you  to 
pull  the  company  through  rough  times  and 
calm.  Many  models  available.  $50. 
Baltimore  Boatbuilding  Co  800-724-5439 

The  perfect  outfit for  all  those  stuffy  black- 
collar  events.  Top  Dog  costume  made  of  acetate/ 
cotton  blend.  In  three  sizes. 

Item  #260004  $16 

Discount  Master  Animal  Care  800-346-0749 

There  is  no,  we  repeat  NO,  better  way 
to  spend  a  fall  evening  than  sitting  around 
a  fireplace  munching  a  3-lb.  wheel  of  Ver- 
mont Cheddar  Cheese.  Sharp  and  good! 

Item  #828  (3-lb.  cheese)  $22 

Item  #24996  (16-oz.  tin  of  crackers)  $10 

Vermont  Country  Store  802-362-2400 

The  gleaming  emerald  eyes  of  this 
18K-gold  Parker  Snake  Fountain  Pen 
should  scare  off  your  competition.  $10,000. 
Also  in  sterling  silver for  $1, 900. 
Fountain  Pen  Hospital  800-253-7367 

The  gas-engine  Di  Blast  Folding 
Motorbike  weighs  only  68  lbs,  fits  in  a  car- 
rying bag,  has  top  speed  of  30  mph  and 
enough  umph  to  haul  a  200-pounder  up  a 
15% grade  at  10  mph.  Very  cool.  ($1,595.) 
Di  Blasi  800-342-2214 

Apache  Helicopter  Alarm  Clock  shouts 
"Let's  go!"  as  guns  fire,  lights  flash,  engines 
grind  and  propellers  twirl.  Perfect  for  the 


corporate  warrior  sleeping  next  to  you. 

Item  #TP136  $90 

Wall  Street  Creations  800-575-9255 

This  elegant  hardwood  Designer  Re- 
cliner  tilts  to  the  same  stress-reducing  incli- 
nation the  astronauts  use  during  takeoff. 
Comes  in  many  colors  and fabrics. 

Item  #6500  $1,395 

BackSaver  Products  800-251-2225 

Imagine  the  hours  your  junior  geolo- 
gist will  spend  contemplating  this  nifty  set 
of  Rocks,  Minerals  and  Gems  tones  of the  U.S. 
Comes  with  a  16-page  introductory  guide. 

Item  #6010  $65 

Smithsonian  800-322-0344 

The  lovely  burble  of  this  Thunderbird 
tabletop  fountain  should  soothe  the  savage 
CEO.  Handcrafted  with  slate  slabs,  pump, 
and  a  copper  basin  full  of  stones. 

Item  #GO-2045  $210 

Wind&  Weather  800-922-9463 

(tT)  Your  backyard  friends  will  stuff  them- 
selves silly  on  this  corn  birdhouse.  And  when 
they're  done  they  can  live  in  the  wood frame. 

Item  #57-105  $59 

Earthmade  800-843-1819 

(Tk  Next  time  your  host  tries  to  impress  you 
with  a  measly  glass  of  Chateau  Lafite,  pull 
out  this  nine-inch,  one-bottle  job,  and  tell  him 
to  keep  pouring  until  the  dregs  run  dry. 

Item  #3745  $56 

Eximious  800-221-9464 
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if  wealth  is  a  destination,  one  firm  is  uniquely  capable  of  helping  its  clients  make  the  journey. 
That  company  is  U.S.  Trust.  Since  1853,  we  have  displayed  a  consistent  ability  to  help  clients  build 
their  assets.  As  a  result,  U.S.  Trust  is  one  of  America's  premier  wealth  management  firms. 

U.S.  Trust's  seasoned  professionals  offer  comprehensive  wealth  management  sendees,  beginning 
with  a  proven  investment  process.  We  provide  numerous  tax- intelligent  investment  options, 
including  domestic  and  international  equities,  taxable  and  tax-exempt  bonds  and  venture  capital 
opportunities.  Of  course,  true  wealth  management  encompasses  more  than  prudent  investing.  So 
we  also  provide  an  array  of  sophisticated  services,  including  private  banking  and  financial,  estate 
and  retirement  planning. 

For  detailed  information  regarding  our  ability  to  help  build  and  manage  your  wealth,  call 
Richard  E.  Foley,  Managing  Director,  at  1-800-U.S.  TRUST  or  visit  www.ustrust.com. 
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Elevator 


An  elevator? 

Ever  since  Frank  Lloyd  Wright 
first  proposed  it  in  the  1950's,  the 
mile-high  skyscraper  has  been  an 
elusive  goal  for  architects  and  builders. 
Now  it's  within  reach.  Because 
Otis  has  devised  the  world's  first  integrated 
building  transit  system:  Odyssey.™ 

Now  architects  and  builders  can  forget  the  old  constraints.  They  can 
build  as  high  or  as  wide  as  they  like.  They  can  interconnect  structures.  Move 
people  vertically  and  horizontally  in  the  same  secure  vehicle.  And  transport  them  from  remote  parking 
facilities  to  the  60th  floor  in  as  little  as  90  seconds. 

Don't  be  surprised.  No  United  Technologies  company  is  a  stranger  to  getting  in  on  the  ground 
floor.  Or  making  it  to  the  top. 

The  view  alone  is  worth  it. 
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42  Rearview 

"It  wouldn't 
be  good  to 
regard  this 
as  a  buying 
period." 


146  Brand  it 

"The  idea  is  to 
create  a  sense 
of  place  people 
want  to  go  to 
every  week." 


200  Good  gal 

"At  first 
people 
called  us 
a  cult." 
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Real  returns 

In  DOLLAR  terms  the  commercial  real  estate  market  is  as  big  as  the 
stock  market,  but  it's  a  lot  easier  for  an  investor  to  buy  stocks  than 
real  estate.  For  those  who  think  the  stock  market  is  too  dear  and 
would  like  to  switch  some  money  into  real  estate,  Mary  Beth 
Grover  suggests  an  alternative  to  the  currently  faddy  real  estate 
investment  trusts.  See  "Going  for  the  action"  on  page  250. 

Big  brother  to  the  seven  sisters 

A  FRIEND  CALLED  Paul  Klebnikov  recently.  "Have  you  heard  of  this 
Russian  company,  Gazprom?"  the  friend  asked  the  Forbes  writer. 
"They  say  it's  the  largest  company  in  the  world."  Klebnikov,  who 
speaks  fluent  Russian  and  writes  frequently  on  Russian  business  for 
us,  did  some  probing  and  discovered  that,  no,  Gazprom  isn't  the 
largest,  but  it  may  be  potentially  the  richest.  It  owns  nearly  the 
same  amount  of  hydrocarbon  reserves  as  all  of  Saudi  Arabia. 

Like  Russia  itself,  however,  it  is  what  Winston  Churchill  called  a 
riddle  wrapped  in  an  enigma.  Gazprom's  gleaming  30-story  sky- 
scraper rises  out  of  the  slums  of  southwestern  Moscow,  but  a  lot 
about  the  company  remains  backward  by  Western  standards.  It  is 
run  by  Rem  Vyakhirev,  a  cherubic  bureaucrat  who  wreathes  him- 
self in  cigarette  smoke  and  expresses  himself  in  the  coarse  homilies 
of  provincial  Russia.  Ask  him  simple  questions  about  financial  fig- 
ures that  any  U.S.  chief  executive  officer  would  have  at  his  finger- 
tips and  Vyakhirev  shrugs.  "I  suspect,"  says  Klebnikov,  "that  nei- 
ther Vyakhirev  nor  anyone  else  has  a  complete  picture  of  what  goes 
on  in  this  incredible  pile  of  assets."  But,  he  adds:  "Those  willing 
to  settle  for  imperfect  information  will  be  mightily  tempted  to 
invest."  "Sorcerer's  apprentice"  starts  on  page  52. 

The  Top  40 

How  does  Forbes  get  to  know  so  much  about  the  private  busi- 
ness of  diese  very  public  entertainers?  The  problem  is  not  so  much 
getting  information  as  evaluating  it.  Agents  and  lawyers  and  press 
agents  are  anxious  to  persuade  all  comers  that  their  client  makes 
big  bucks;  money,  after  all,  is  what  their  business  is  all  about.  So 
when  Michael  Jackson's  handlers  call  to  tell  us 
about  that  $35  million  advance  he  just  got,  we 
hit  the  phone  to  talk  with  competitors.  Jeal- 
ousy is  as  rife  as  ambition  in  Hollywood,  and 
for  every  well-placed  braggart  there  are  sever- 
al well-placed  detractors.  Your  friends  lie  on 
the  high  side.  Your  foes  lie  on  the  low  side. 

So,  says  Robert  La  Franco,  who  ran  the 
entertainment  numbers  for  us  this  year,  you 
triangulate  the  boasts  and  the  put-downs,  and 
somewhere  in  between  you  get  fairly  close  to 
the  real  numbers.  Our  annual  report  on  top 
earners  in  the  entertainment  industry  starts  on  Robert  La  Franco 
page  162.  m^B 
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Let  profits  flow 

Chevron  Chairman  Kenneth  Derr 
bet  big  on  the  Tengiz  oilfield  in 
Kazakhstan,  in  the  former  Soviet 
Union,  investing  $700  million 
but  getting  only  a  trickle  of  oil. 
Russia  controlled  the  only 
pipeline  out  of  Kazakhstan 
and  restricted  the  flow  to 
55,000  barrels  a  day,  half  for 
Chevron.  Frustrated  but  unde- 
terred, Derr  vowed,  "At  some  point, 
it's  going  to  work"  (Nov.  20,  1995). 

Looks  like  he  was  right.  Chevron 
has  since  increased  its  flow  to 
160,000  bbl.  a  day  by  creating  rail, 
barge  and  pipeline  alternatives.  Its 
earnings  from  the  Tengiz  operation 
jumped  to  $110  million  last  year 
from  only  $1  million  a  year  earlier. 
It's  turning  out  to  be  a  fine  invest- 


Russia 

Poland 
^L_*>, Ukraine 


ItaJs 


BlxiSei 


Turkey 


Kazakhstan 


One  of  Chevron's 
new  routes 
for  exporting  crude 
oil  out  of  Tengiz. 


ment  and  could  get  a  lot  better. 

In  May  the  Caspian  Pipeline  Con- 
sortium— including  Chevron,  Ka- 
zakhstan and  Russia — agreed  to  build 
a  new,  more  direct  pipeline  from 
Tengiz  to  Russia's  Black  Sea  port  of 
Novorossiysk  by  late  1999.  Chevron 
is  putting  up  30%  of  the  estimated  $2 
billion  cost  for  a  15%  stake.  When  the 
new  pipeline  is  up  and  running,  an 
estimated  240,000  bbl.  a  day  will 
pour  out  of  Tengiz.  Chevron  will  get 
45%  of  that.  -Elizabeth  A.  Amery 

About-face 

Forbes  recently  reported  on  how 
upstart  Corel  Corp.'s  flamboyant 
chief,  Michael  Cowpland,  was  buying 
up  has-been  software  programs  like 
WordPerfect  and  retooling  them  for 
Java — the  hot  new  programming  lan- 
guage that  allows  software  to  run  on 
any  kind  of  computer.  It  was  a  multi- 
million-dollar gamble,  and  we  com- 


Michael  Cowpland  and  wife,  Marlen 
Shifting  gears  on  his  software  plans. 


mented:  "It's  always  risky  betting 
against  Bill  Gates,  but  Michael 
Cowpland  is  an  intriguing  long  shot" 
(Apr.  21). 

The  odds  just  got  longer.  Corel's 
Web  site  had  been  encouraging 
people  to  download  a  test  version  of 
the  package  since  April,  but 
last  month  Cowpland 
dropped  his  original  plans 
for  the  Java-based  office 
software  package.  He 
hopes  instead  to  persuade 
users  of  network  computers 
to  use  Corel  software  from 
a  central  mainframe  or 
server.  "It's  a  redoubling  of 
our  efforts,"  he  says. 
Corel's  software  will  need 
the  Microsoft  Windows  NT 
operating  system  to  run  on 
Java-enabled  computers.  Score 
another  win  for  Bill  Gates. 

-Jeffrey  Young 
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Thinking  short-term 

Earlier  this  year  we  concluded  that 
Edgar  Bronfman  Jr.'s  $5.7  billion 
buyout  of  Universal  Studios  was  no 
bargain  (Apr.  7).  Cash  flow  was  stag- 
nant, back-office  operations  were  a 
mess  and  its  biggest  star,  director 
Steven  Spielberg,  was  packing  his  bags. 

Forbes  now  learns  that  the 
studio's  corporate  parent,  Seagram 
Co.,  has  ordered  it  to  shorten  the 
earn-out  period  of  future  invest- 
ments. It  now  wants  investments  to 
pay  for  themselves  within  three  years, 
down  from  five  or  more  years  previ- 
ously. That  could  stunt  spending  on 
much-needed  acquisitions,  such  as  an 
interactive  media  outfit  or  additional 
TV  distribution  outlets. 

When  Forbes  pressed  questions 
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Close-up  of  the  Hungarian  1,000-forint  note  picturing  composer  Bela  Bartok,  whose 
folk  music-influenced  classical  pieces  are  part  of  the  standard  concert  repertoire. 


INVESTMENT  BANK,  WITHOUT 


THE  ATTITUDE  OF  A  WALL  STREET 


INVESTMENT  BANKER. 


the  expertise  of  a  wall  street        Many  midsized  companies  aren't  big 

INVESTMENT  BANK,  WITHOUT  enough  to  command  the  full  attention 

the  attitude  of  a  wall  street  of  the  Wall  Street  investment  banks. 
investment  banker.  There  is  ?ne  place  companies  your 

size  can  go  for  their  Capital  Markets 
needs,  however,  where  competence  isn't  paired  with  indifference: 
First  Union.  Here  you'll  be  treated  to  all  the  flexibility,  capital  arid 
responsiveness  that  large  companies  usually  get.  You  can  tap  into 
the  knowledge  of  specialized  teams  expert  in  specific  markets. 
And  your  business  is  important  enough  to  rate  our  best  people. 
It  comes  down  to  this:  we  think  an  investment  bank  should  be 
asking  if  they're  good  enough  for  you.  •  Not  the  other  way  around. 


©1997  First  Union  Corp. 


j  ■  Ml  III!  


7X«  «  awty  you  work  so  hard.  To  be  where  the  gears  of  commerce  are  drowned  out  by 
the  roar  of  the  surf.  Shutters.  The  only  luxury  hotel  in  L.A.  where  you  can  kick  off 
|  °n^hc^adw^Hotelsofth^World'  |  your  shoes  and  bury  your  toes  in  the  sand  without  even 
crossing  the  street.  Call  your  travel  agent  or  1 .800.334.9000. 
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Buy 

Yourself 
Some 
Time. 


Our  Flexjet  program  gives  you  all  the  benefits 
of  owning  a  business  jet  for  a  fraction  of  the  cost. 


Take  control  of  your  schedule  with 
Flexjet  fractional  ownership.  It's  not 
time-sharing.  It's  better.  It's 
guaranteed  anytime  access  to  ] 
a  Learjet  *  or  Challenger" 

B  U 


r 


business  jet.  And  it's  tailored  to  your 
exact  requirements,  from  just  S  170,000 
a  year'  over  five  years,  all-inclusive. 
Call  1-800-590-JETS. 


Jet 


ttio 


the  executive  aviation  filiate  ol  AmericanAMines' 

*  tstimated  annua]  after-tax  cost  of  ownership  of  1/8  share  (500  occupied  hour,  over  five  years)  in  a  Learjet  3IA.  Conditions  applv. 
Airlines  is  a  registered  trademark  of  AMR  Corporation  Inc.  Learjet.  Challenger,  Business  JetSolutions  and  Flexjet  are  trademarks  of  Bombardier  Inc. 


Edgar  Bronfman  Jr.  and  wife,  Clarissa 
Tightening  Universal's  money  supply. 


about  the  downhold,  Universal 
spokesman  Raymond  Boyce  grum- 
bled: "I  don't  know  why  I  just  don't 
hang  up  on  you."  When  they  get 
testy,  you  can  figure  your  informa- 
tion's probably  correct. 

-Robert  La  Franco 


Silent  killer 

First  Alert's  scare  tactics  created 
the  market  for  carbon  monoxide 
detectors.  It  scared  people  with  this 
message:  The  colorless,  odorless 
"silent  killer"  threatens  your  family 
while  you  sleep.  But  there  was  a  prob- 
lem: The  instruments  were  faulty, 
sometimes  too  sensitive,  occasionally 
not  sensitive  enough  (Jan.  13). 

In  a  study  just  presented  to  the 
Consumer  Product  Safety  Commis- 
sion, Chicago's  Gas  Research  Insti- 
tute tested  96  CO  detectors,  24  units 
each  from  four  manufacturers, 
including  First  Alert.  At  three 
months,  nearly  half  failed  to  go  off 
when  they  should  have.  At  six 
months,  about  one-third  failed.  GRI 
isn't  saying  which  models  performed 
worst,  but  even  the  best  had  a  13% 
failure  rate.  First  Alert's  response: 
"We  are  aware  of  the  test  results,  but 
we  dispute  the  findings,"  says  Presi- 
dent Joseph  Messner. 

Meanwhile,  millions  of  question- 
able detectors  will  soon  be  shipped 
for  the  winter  season.  Our  advice:  If 
you  want  to  buy  a  detector  anyway, 
look  for  ones  made  by  aim  Safety, 
based  in  Austin,  Tex.  They  cost  at 
least  twice  as  much  as  other  detectors 
but  are  built  to  higher  standards  and 
do  not  go  off  at  low  levels.  If  you 
can't  find  one  at  a  retailer,  your  local 
gas  company  may  be  able  to  sell  you 
one.  -John  R.  Hayes  h 
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FIDELITY  BROKERAGE."  FULL-SERVICE  VALUE  AT  DISCOUNT  PRICES 


FOR  ACCESS  TO  EXTENSIVE  RESEARCH, 
CALL  A  FULL-SERVICE  BROKER. 

FOR  LOWER  FEES, 
CALL  A  DISCOUNT  BROKER. 

FOR  BOTH,  CALL  US. 


1-800-544-2898 


Access  to  IPOs 

$28.95  Per  Online  Stock  Trade 

Access  to  Extensive 
Independent  Research 

24  Hour  Customer  Service 
And  Account  Access 

Deep  Discounts 
For  Active  Traders 


Fidelity  Brokerage  provides  access  to  independent  research 
and  other  brokerage  resources  you  need  to  help 
you  make  informed  decisions  about  your  money. 
And  you'll  get  those  products  and  tools  at  a 
discount  broker  price. 

That  includes  a  full  range  of  investment 
choices.  Like  stocks,  fixed-income  investments 
and  options.  Even  access  to  IPOs  and  other 
public  offerings.  All  available  by  phone,  online 
or  through  one  of  our  82  Investor  Centers. 

And  we  offer  all  this  at  a  competitive 
price.  As  low  as  $28.95  per  online  stock  trade 
up  to  1,000  shares.1  With  even  deeper  discounts 
for  active  traders. 

When  you  open  a  Fidelity  Brokerage 
account  today,  you'll  also  receive  a  complimen- 
tary copy  of  "The  Stock  Shop  with  Peter  Lynch,"™  an  educational 
CD-ROM.2 

High  value.  Low  price.  You  can  call  it  the  best  ol  both 
worlds.  We  call  it  Fidelity  Brokerage. 


OPEN  A  FIDELITY 
BROKERAGE  ACCOUNT 
TODAY  AND  RECEIVE 
A  CD-ROM, 
"THE  STOCK  SHOP 
WITH  PETER  LYNCH." 


1-800-544-2898 


www.fidelity.com 


Fidelity 


Investments' 


TDD  Service:  1-800-544-01 18  for  the  deaf  and  hearing  impaired  9  a.m.  -  0  p.m.  ET. 

'For  stock  trades  placed  online  via  the  Web  or  Fidelity  On-Line  Xpress+m,  pay  $28.95  for  trades  of  1.000  shares  or  less.  For  trades  between  1,001  and  4,999  shares, 
pay  $28.95  plus  $.03  per  share  over  1,000.  For  trades  of  5,000  or  more  shares,  pay  $28.95  plus  $.02  per  share  over  1,000.  For  stocks  priced  under  $1,  the  max- 
imum charge  will  not  exceed  3%  of  the  principal  amount.  Minimum  commission  $28.95.  '"The  Stock  Shop  wilh  Peter  Lynch"  is  a  trademark  of  FMR  Corp.  and 
a  product  of  Strategic  Advisers,  Inc.,  a  registered  investment  adviser  and  a  Fidelity  Investments  company.  This  CD-ROM  offer  is  available  lo  those  who  open  a  new  Ultra 
Service  Account*  with  at  least  $10,000  in  assets.  Retirement  accounts  do  not  qualify.  Once  assets  have  been  received  by  Fidelity,  please  allow  4-6  weeks  for  delivery  The 
Fidelity  Ultra  Service  Account  is£  service  of  Fidelity  Brokerage  Services,  Inc.  Member  NYSE,  SIPC.  38626.001 
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Information  overload 


By  Dolly  Setton 


"Tricks  to 
handle 
information 
in  a  timely 
fashion: 
Deal  with  a 
piece  of 
paper  when 
you  first 
touch  it. 
Don't  go 
home  in  the 
evening 
leaving  the 
in-box 
filled." 


David  Komansky, 
chief  executive, 
Merrill  Lynch 
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Forbes  asked:  Amid 
the  flood  of  informa- 
tion easily  available 
today,  how  do  you 
focus  on  just  that 
information  you  need 
in  your  business?  How 
do  you  get  what  you 
need  without  drown- 
ing? Here  are  seven 
executives'  replies. 


David  Komansky 

Chairman  and  Chief  Executive  Officer 
Merrill  Lynch 

I  have  learned  a  couple  of  tricks  that  force  me 
to  handle  things  in  a  timely  way.  The  first 
trick:  I  deal  with  a  piece  of  paper  when  I  first 
touch  it.  The  second  trick:  I  won't  go  home 
in  the  evening  leaving  the  in-box  filled. 

As  far  as  outside  news  goes,  I  do  about  5 
newspapers  daily  and  probably  20  to  25  other 
publications  a  week.  I  also  happen  to  be 
blessed  with  an  assistant  who  looks  for  the 
articles  that  I  should  read  and  highlights  them 
for  me.  That  saves  me  several  hours  a  week. 


landing  pads  for  Martians.  That  news  set 
anthropologists  on  the  case,  and  they  argued 
that  the  markings  were  religious  signs — calls 
to  the  gods  to  provide  water  for  the  people 
living  in  the  area. 

Our  information  comes  from  our  own  cus- 
tomers— about  their  needs  and  their  confu- 
sion— from  suppliers  of  IT  technologies  and 
from  the  trade  press. 

The  job  we  do  of  interpretation  of  these 
facts  is  similar  to  what  the  theorists  did  in  the 
Andes.  We  find  a  theory  that  pulls  together 
things  that  were  just  little  markings  on  the 
plateau. 


Heather  Stark 

Principal  Consultant 

Ovum  (software  and  telecommunications  analysis) 
Information  is  less  than  half  the  story.  The 
more  important  question  is  what  do  we  do 
with  it.  And  that  is  pretty  much  a  black-box 
process — we  lock  ourselves  in  dark  rooms  and 
try  to  make  sense  of  things. 

In  the  1970s  there  was  a  very  popular  book 
about  the  markings  on  the  plateaus  in  the 
Andes  that  claimed  that  they  were  actually 


Stephen  Eckett 

Managing  Director 
Numa  Financial  Systems 

We've  had  tremendous  progress  in  the  last  20 
years  in  delivering  information  to  the  desktop. 
But  we  haven't  had  the  same  progress  in  fil- 
tering that  information. 

At  the  moment  computers  can  only  analyze 
numerical  data.  In  the  future  we  are  going  to 
have  software  agents — software  programs  that 
will  grow  to  know  the  type  of  information 
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Turning  A  Rundown  Waterfront  Into  A  Citvs  Main  Gate  Is  Quite  An  Act. 


Rowei  Wharf,  Boilon   Shdmore.  Owingi  &  Merrill  Arehileels  Memberi  of  The  Am 


BOSTON'S  PLANNING  AGENCY  AND  THE  DEVELOPERS  OF  ROWES  WHARF  WANTED  EVERYTHING 
FROM  THEIR  ARCHITECT.  TRANSFORM  A  LANGUISHING  LOCATION  INTO  A  MAGNET  FOR  THE  CENTRAL 
BUSINESS  DISTRICT.  STAY  ON  TIME.  ON  BUDGET.  AND  MAKE  IT  A  SHOW  PLACE.  RESULTS?  $1.3 
MILLION  IN  REVENUE  TO  THE  CITY  ANNUALLY.  OFFICE  SPACE  100  PERCENT  LEASED.  TWO  MILLION 
CONSUMERS    POURING    THROUGH.    AND    NEIGHBORHOODS    IN    RENAISSANCE.  LEARN 


HOW  OTHER   BUSINESSES   PROFIT  BY  DESIGN.   CALL  8  0  0- A I A-9  9  3  0 .   OR  WWW.AIA.ORG. 


un  mi  itiiwu 


"Doing  laun- 
dry is  the 
one  chore  a 
woman  never 
wants  to  give 
up,  because 
it  fulfills  an 
emotional 
need." 


Robert  Lieber, 
chairman, 
Lieber  Levett 


that  a  person  wants. 

At  stage  one  the  software  will  compare  a 
person  to  people  with  similar  interests  and 
choose  information  that  should  interest  them. 

At  stage  two  the  software  agents  will  start 
working  with  the  person,  side  by  side.  As  you 
increasingly  go  about  daily  tasks  via  die  Inter- 
net— shopping,  looking  after  your  bank 
accounts,  investing — the  software  agent  will 
be  watching  what  you're  doing.  For  example, 
the  agent  will  see  whether  you  buy  high-tech 
stocks  or  stick  with  the  big  blue  chips.  The 
software  agent  will  be  able  to  filter  out  chat 
and  data  about  the  stocks  it  knows  you're  not 
interested  in. 


H.  Brian  Thompson 

Chairman  and  Chief  Executive  Officer 
lci  International  Inc. 

When  I  came  here  I  introduced  several 
reports,  and  now  I  have  fun  reading  them. 
The  first  report  comes  weekly  from  our  finan- 
cial department.  I  call  it  the  Flat  Earth 
Report.  It  is  my  way  of  saying  that  any  finan- 
cial person  who  puts  together  a  report  will  tell 
you  that  die  world  is  coming  to  an  end  short- 
ly. I  let  them  tell  me  that,  and  then  I  extrapo- 
late my  own  conclusions  from  their  data. 

The  second  report  is  the  monthly  Bumble 
Bee  Report.  I  like  to  have  the  comptroller  tell 
me  what  could  sting  me  or  where  the  honey 
is.  Aid  every  Friday  I  ask  a  dozen  or  so  key 
executives  to  send  in  a  single  page  about  what 
important  things  happened  during  the  week 
and  what  they  think  is  going  to  happen  to  our 
business  next  week. 

Aid  then  we  put  it  all  together  into  a 
report  for  top  management.  It  has  everything 
from  traffic  reports  to  questions  of  legal 
things  and  sales.  Everybody  can  spend  his 
spare  time  over  the  weekend  with  this  shared 
information. 


William  Bohnsack 

Principal 

Oak  Hill  Partners,  Inc. 

The  dissemination  of  information  is  taking 
place  faster  and  faster.  You've  got  people 
watching  CNN  while  they  sit  on  a  trading  floor, 
and  that  drives  markets  to  react  faster  to  the 


news.  Whether  you  subscribe  to  the  efficient 
market  theory  or  not,  you  have  to  admit  that 
the  possibility  for  everybody  to  get  the  news 
so  fast  is  making  the  markets  more  efficient. 


Robert  Lieber 

Chairman  and  Chief  Executive  Officer 
Lieber  Levett  Koenig  Farese  Babcock 
(direct  marketing  consulting  firm  ) 

Focus  groups  don't  supply  us  with  the  right 
information  for  our  business.  They  don't  tell 
us  about  the  real,  emotional,  unconscious  rea- 
sons people  make  purchase  decisions.  In  order 
to  reach  the  level  of  the  unconscious,  we  use  a 
technique  developed  by  Saatchi  &  Saatchi 
called  the  "psyche  probe."  A  behavioral  psy- 
chologist conducts  one-on-one  interviews  and 
tries  to  get  to  the  real  reasons  why  people 
behave  a  certain  way. 

This  calls  for  a  certain  amount  of  indirec- 
tion. A  clinical  psychologist  doesn't  ask,  "Why 
can't  you  ever  find  a  boyfriend?"  She  will  say, 
"Tell  me  about  your  mother." 

Same  with  detergents.  People  complain 
about  doing  the  laundry.  But  the  fact  is,  it's 
the  one  chore  that  a  woman  never  wants  to 
give  up,  because  doing  the  laundry  fulfills  a 
whole  emotional  need,  because  everything 
having  to  do  with  laundry  is  about  renewal. 
Once  you  understand  that,  you  would  never 
do  advertising  that  says  here's  how  to  get  rid 
of  doing  the  laundry. 


Arnold  S.  Ross 

Partner 

Hirschfeld,  Stern,  Moyer  &  Ross 
(benefits  consulting  firm) 

I  listen  to  a  lot  of  people  who  are  in  very  dif- 
ferent businesses  from  mine.  An  investment 
banker  is  going  to  have  a  different  perspective 
than  a  lawyer.  In  business  what  goes  on  in  one 
area  ultimately  impacts  another  area.  So  I  put 
the  pieces  together  and  have  a  broader  picture 
of  what's  coming. 

I'm  fortunate  that  I  interact  with  people  at 
very  high  levels,  of  business.  It's  easy  to  talk  to 
them  because  most  people  at  the  top  are  very 
lonely.  As  an  outside  adviser  to  many  chief 
executives  I'll  hear  things  that  other  people 
might  not  hear.  H 


What's  on  your  mind? 

It  you  are  a  business  executive,  whether  with  a  big  company  or  a  small  one,  we'd  like  to 
know  what's  bothering  you  these  days,  and  what  you  are  doing  about  it. 
Tell  us  about  it  at:  mind@forbes.com. 


20 


Forbes  ■  September  22,  1997 


functionality  and  integration. 


faster  process. 


dedicated  partners. 


Introducing  TeamSAP.  A  100% 


At  SAP,  assuring  your  success  is  our 
top  priority.  Introducing  TeamSARrM 
Nothing  short  of  a  revolution  in 
our  ability  to  deliver  coordinated, 
simple  solutions.  !t  brings  together  the 
best  of  SAP's  resources  in  three  key 
areas:  the  people,  the  processes  and  the 
products  to  deliver  better  results,  and 
ultimately,  greater  benefits  to  your  busine 

SAP.  R/3.  TcimSAP.  Accelerate  JSAP.  and  the  SAP  and  AcccleraicdSAP  logo 


People:  TeamSAP  gives  you  Processes:  Tested  and  proven  over 
the  guaranteed  commitment  of       the  past  year  at  many  companies, 

thousands  of  SAP        jkaelerated...   and  refined  for  TeamSAP, 

employees  and  tens     <  AcceleratedS AP™  combines 

of  t  h  o  u  s  a  n  d  s    o  f  V  f    proven  solutions  and  templates 

i        [SAP  partners  *^"  Trffa^>„i    nr.,  to  assure  your  success.  By 

with  the  training  and  know-how        following  a  project  guide  or  easy  five-step | 
to  implement  R/3™  based  on  your       "Roadmap,"  AcceleratedSAP  allows  you 
schedule  and  your  requirements.        to  keep  on  schedule  and  manage  costs. 


:  the  registered  t 


nrcgutercd  trademarks  of  SAP  AG.  A  Billet  Kel.mi  On  Info, 


:  mark  of  SAP  AG  CIW7  SAP  America.  Inc.  All  rights  reserved- 


commitment  to  100%  success 


'roducts:  The  backbone  of  TeamSAP  is 
he  most  powerful  business  software  in  the 
lorld.  SAP™  R/3™  and  its  components, 
re  unmatched  at  integrating  and 
mproving  business  practices.  With  over 
en  thousand  installations  and  hundreds 
>f  complementary  hardware  and  software 
uppliers,  SAP  R/3  is  the  recognized 
msiness  solution  standard,  worldwide. 


TeamSAP:  Just  like  a  successful  business, 
TeamSAP  puts  the  best  of  people, 
processes  and  products  to  work  for  your 
success.  It's  a  completely  new  and 
integrated  approach.  One  based  on  our 
commitment  to  meeting  your  needs.  If 
you  want  your  business  to  do  better 
business,  give  us  a  call  and  put  us  to  the 
test.  Our  team  won't  let  you  down. 


For  more  information,  visit  us  at 
www.sap.com  or  call  1 -888-596-1SAP. 
TeamSAP.  Success  assured,  rest  assured. 


A  Better  Return  On  Information? 


readers@forbes.com 


This  guy 
wants  to 
overthrow 
governme 


Angry,  and  armed 
with  software 


A  doomed  revolution 

Sir:  Re  "Politics  for  the  really  cool" 
(Sept.  8).  The  notion  that  widespread 
use  of  public  key  encryption  spells  the 
end  of  big  government  is  naive.  The 

 _________  government 

will  make  sure 
it  has  the  nec- 
essary com- 
puter power 
to  break  any 
code,  no 
matter  how 
much  taxpayer 
money  this 
takes.  What's 
more,  public 
key  encryption 
remains  be- 
■NflBBQH  yond  the 

means  of  most 
of  the  middle  class.  Are  the  cypher- 
punks  who  preach  revolution  dedicat- 
ed enough  to  that  cause  to  give  soft- 
ware away  to  those  who  otherwise 
cannot  afford  to  join  their  uprising? 
-Cary  B.  Cornett 
Dearborn,  Mich. 

We  invent,  they  make 

Sir:  Re  "Japan  inside"  (Aug.  25). 
Japanese  excel  at  production,  Ameri- 
cans at  innovation.  The  relationship  is 
symbiotic,  with  Americans  collecting 
royalties  and  licensing  fees  on  Japanese 
goods.  Given  our  cultural  advantage 
in  risk-taking  entrepreneurship  built 
on  solid  common-law  foundations, 
expect  America's  lead  to  persist  and  to 
create  prosperity  in  both  nations — and 
indeed  the  whole  world. 
-Mark  White 
Mexico  City,  Mexico 

Ditch  the  experts 

Sir:  Re  "Long-term  winners — and 
losers"  (Wall  Street  Irregular,  Aug. 
25).  You  write  that  3  out  of  20  pro- 
fessionals beat  the  market  over  17 
years.  This  also  means  17  of  20  did 
not.  Yet  you  conclude  that  this  blows 
the  efficient  market  theory  right  out 
of  the  water  and  that  exceptional 
advisers  can  beat  the  market.  Who 
would  invest  in  a  strategy  with  only 
15%  odds  for  beating  buy-and-hold? 
-Gil  C.  Mucher 
Clearwater,  Via. 


A  visionary  gone  blind.5 

Sir:  Re  "Executives  versus  comput- 
ers" (On  My  Mind,  Aug.  25).  Two 
decades  have  cemented  Stanley 
Hubbard's  place  as  a  visionary  in  his 
early  embrace  of  direct-satellite  TV. 
But  they  have  also  apparently  dulled 
his  ability  to  look  to  the  next  hori- 
zon. In  dismissing  computers  as  a 
vital  part  of  our  children's  future, 
he's  obviously  unaware  that  most 
colleges  insist  on  computer  literacy. 
Particularly  unenlightened  are  his 
last  sentences:  "You  and  I  went  to  a 
library,  didn't  we?  Did  that  hurt  us?" 

It  wasn't  long  ago  that  people  said 
the  same  about  having  just  three  TV 
channels  from  which  to  choose. 
-Neil  Russell 
Los  Angeles,  Calif. 

Grandpa  wore  a  nose  ring 

Sir:  Re  "Teenage  wasteland"  (July 
28).  I  couldn't  make  sense  of  body 
piercing  until  I  began  teaching  sem- 
inars on  end-of-century  behavior.  It 
turns  out  that  mortification  of  the 
body  is  a  fin-de-siecle  phenomenon. 
You  can  find  it  in  England  in  the 
1890s  as  well  as  in  the  1590s,  when 
gentlemen  sported  earrings.  Or  in 
Florence  in  the 


Time-tested  therapy 


1490s,  when 
Savonarola  and 
his  buddies 
marched  along 
the  banks  of  the 
Arno  flagellat- 
ing themselves 
into  a  frenzy. 

The  logic 
here?  Living  at 
the  perceptual 
end  of  things  is 
profoundly  dis- 
SBBM  comfiting  and 

creates  a  sense 
of  powerlessness.  Body  piercing,  psy- 
chologically, is  self-inoculation:  If  I  do 
it  to  myself,  I'll  prevent  others  from 
taking  advantage  of  my  weakness. 

Awfully  ugly,  though. 
-James  R.  Rosenfield 
San  Diego,  Calif. 

Gi^e  credit  where  it's  due 

Sir:  Re  "Best  Buys"  (Aug.  25).  Your 
focus  on  expenses  versus  net  returns 


and  risk 
control  nev- 
er ceases  to 
amaze  me. 
Once  again 
your  mutual 
fund  survey 
neglects  to 
mention 
great  funds  consistently  providing 
better  net  returns  and  risk-adjusted 
returns.  Your  bias  against  funds 
whose  managers  actually  add  value, 
and  get  paid  for  it,  does  a  gross 
injustice  to  readers. 
-Ken  Ziesenheim 
Santa  Fe,  N.M. 

Mattresses  make  had  hanks 

Sir:  Re  "Emerging  bubbles"  (Point 
of  View,  Aug.  11).  While  Steve 
Hanke  correctly  describes  the  weak 
banking  sector  in  developing  coun- 
tries, his  prescription  of  dismantling 
fractional  reserve  systems  is  peculiar. 
The  point  of  fractional  reserves  is  to 
redeploy  capital  from  less  efficient 
sectors  to  more  productive  ones. 
How  does  an  economy  accomplish 
this  if  citizens  go  back  to  stashing 
their  life  savings  under  the  mattress? 
A  more  pragmatic  prescription: 
Improve  bank  supervision. 
-Anne  Ching 
San  Francisco,  Calif. 


Smoking  pot 


Sir:  "Deadly  deceit"  (Fact  &  Com- 
ment, Sept.  8).  Steve  Forbes'  state- 
ment that  oral  marijuana  makes 
smoked  marijuana  unnecessary  is 
simply  untrue.  After  more  than  20 
years  of  research,  I  know  there  are 
times  when  the  smoked  route  is 
much  preferable.  One  example: 
when  the  patient  is  vomiting  and 
cannot  hold  down  medication. 

Should  it  not  be  up  to  the  physi- 
cian's judgment,  which  he  uses  when 
prescribing  morphine,  cocaine  and 
amphetamines,  to  decide  what's  best 
for  a  patient? 

-J.  Thomas  Ungerleider 
Professor  Emeritus  of  Psychiatry 
UCLA  Medical  Center 
Los  Angeles,  Calif. 

For  more  letters  point  your  browser 
to  www.forbes.com/readers. 
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new  way  to  make  a  Fortune 
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une  Brands.  A  great  new  consumer  products  company  with 
jw  name,  but  familiar  products.  You'll  find  them  in  the 
le,  office  and  on  the  golf  course.  And  you'll  find  them  under 
roof.  Our  roof. 

jowerful  collection  of  world-class  brands.  Category  leaders 
n  names  like  Jim  Beam,  Foot-Joy,  Master  Lock,  Cobra, 
sist,  DeKuyper,  Moen  and  Swingline. 

;at  brands.  Backed  by  great  resources.  Great  marketing. 
:at  people. 

se  are  our  assets.  This  is  our  Fortune. 


FORTUNE 

BRANDS 


id  out  more  contact  Shareholder  Direct  at  800310-5960  or  visit  our 
site:  www.fortunebrands.com. 


Sharp.  Translating  the 
new  language  0  f  business 


The  digital  age  has  a  language  all  its  own. 
And  Sharp  speaks  it  fluently.  Our  networkable, 
high  speed,  digital  copiers/printers  let 


"With  all  thy  getting  get  understanding" 

Fact  and  Comment 


By  Steve  Forbes,  Editor-in-Chief 


OUTRAGEOUS 


The  1,200-page,  ballyhooed  budget  bill  has  a  nasty,  largely 
unpublicized  provision — Section  4507 — -that  enormously 
advances  socialized  medicine  in  the  U.S.  After  the  Hillary- 
care  disaster  of  1993-94,  the  Clinton  White  House  is  aston- 
ished that  it  has  pulled  this  off.  Advocates  of  national  health 
care  are  breaking  out  the  champagne. 

Starting  Jan.  1 ,  American  doctors  will 
effectively  be  prohibited  from  treating 
elderly  patients  on  a  private  basis,  which, 
in  turn,  will  virtually  deny  seniors  the 
choice  of  seeking  treatment  outside  of 
the  Medicare  program.  This  provision, 
notes  Dr.  Robert  Moffit  of  the  Heritage 
Foundation,  "is  the  boldest  and  most 
direct  assault  on  the  doctor-patient  re- 
lationship ever  launched  by  official 
Washington."  And  a  Republican  Con- 
gress went  along  with  it. 

Even  Britain,  mother  of  socialized 
medicine,  allows  patients  to  contract 
privately  with  physicians.  But  in  a  few  months  that  will 
not  be  possible  for  most  Americans  65  and  older. 

Who  says  the  Soviet  Union  is  dead? 

Here's  how  this  basic  attack  on  our  personal  freedom 


will  work:  A  doctor  who  provides  medical  services  to  a 
Medicare-eligible  patient  without  billing  Medicare  must 
sign  an  affidavit  to  the  Secretary  of  Health  and  Human 
Services  that  he  or  she  will  not  treat  a  single  Medicare 
patient  for  the  next  two  years.  Any  doctor  found  treating 
both  Medicare  patients  and  Medicare- 
eligible  private  patients  will  be  subject 
to  fines — and  perhaps  prison.  As 
Moffit  points  out,  Section  4507  is 
"deliberately  designed  to  make  private 
contracting  and  medicine  all  but 
impossible — except  for  physicians  who 
reside  in  very  wealthy  communities." 

Senator  Jon  Kyi  (R-Ariz.)  correctly 
observes  that  this  prohibition  is  the 
equivalent  of  Social  Security's  barring 
retirees  from  dealing  with  stockbro- 
kers: "Surely,  a  law  that  made  it  illegal 
to  supplement  with  private  funds  the 
amount  received  from  Social  Security 
would  be  met  with  disbelief  and  derision."  Yet  that  is  the 
equivalent  of  what  this  Medicare  regulation  does. 

Can  you  believe  this  has  happened  without  notice  and 
without  public  debate? 


FOOD  FOR  ACTION 


The  biggest  disgrace  concerning  the  latest  contamina- 
tion of  beef1 — this  time  millions  of  pounds — is  that  this 
kind  of  food  poisoning  is  easily  preventable.  The  best 
solution  is  not  more  stringent  inspections,  more  inspec- 
tors or  bureaucratic  reshuffling  of  regulatory  agencies. 
There  is  a  safe,  effective  technology  that  kills  poisonous 
bacteria,  mold,  fungus  and  parasites  on  agricultural 
products.  The  food  equivalent  to  the  pasteurization  of 
milk  is  irradiation.  It  also  can  retard  spoilage;  and  better 
yet,  it  doesn't  affect  the  taste  of  food. 

This  technological  solution  is  already  permitted  by  the 
Food  and  Drug  Administration  for  pork,  poultry,  fruits, 
vegetables,  spices  and  grains.  Why  not  allow  it  for  red  meat? 


After  all,  astronauts  eat  irradiated  food,  including  red  meat. 

As  you  would  expect,  the  Clinton  Administration  has  not 
breathed  a  word  of  this  close  cousin  of  pasteurization  for 
fear  of  rousing  the  Luddites  who  oppose  the  process 
because  it  allegedly  poses  a  health  hazard.  They  mislead 
consumers  by  screeching  that  it  is  a  form  of  radioactivity 
and  that  we  will  be  nuked  if  we  eat  food  treated  this  way. 
Of  course,  they  don't  mention  that  irradiation  is  similar  to 
microwaving  food.  Fluoridation  and  water  chlorination 
went  through  similar  hysterical,  false  accusations. 

The  American  public  and  Congress  should  force  the 
issue.  Irradiation  would  save  lives  and  prevent  countless 
cases  of  food  poisoning  as  well. 


INSPIRING 

In  most  schools  kids  avert  their  eyes  and  try  to  be  in-     Newark,  N.J.,  the  other  in  New  York  City.  Here  the 
nocuous  when  they  see  adults  walking  toward  them  in    youngsters  more  often  than  not  cheerfully  say  hello, 
the  halls.  Not  so  at  two  unusual  institutions — one  in        The  Chad  School  in  central  Newark  and  The  Family 
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Standards  work:  Chad  students  out- 
perform their  peers  at  state-run  schools. 


Academy  in  Harlem 
demonstrate  that  inner- 
city  kids,  despite  terrible 
obstacles,  can  receive  a 
sound,  first-class  educa- 
tion. Students'  perfor- 
mance scores  at  both 
impressively  outpace 
those  of  their  peers  else- 
where. Neither  school 
cherry-picks  its  student 
body;  each  uses  ran- 
dom selection.  At  The 
Family  Academy  15% 
of  its  charges  come 
from  households  without  either  biological  parent. 

The  Chad  School  is  funded  entirely  by  private  founda- 
tions and  fees  from  parents.  The  Family  Academy  is  also 
dependent  on  private  giving,  but  it  is  formally  part  of  the 
public  school  system,  with  the  local  school  board  allow- 
ing it  remarkable  autonomy.  Conceived  in  the  early  1990s 
by  a  handful  of  hard-headed  idealists,  the  Academy  has 
been  adding  a  new  grade  each  year.  This  fall  it  is  expand- 
ing to  the  sixth  grade — and  eventually  hopes  to  go  the 
distance  to  the  twelfth.  While  Chad  admits  kids  in  various 
grades,  The  Family  Academy  tries  to  get  students  at  the 
kindergarten  level,  hoping  to  keep  them  through  gradu- 
ation. Both  schools  emphasize  the  basics.  Students  wear 
uniforms.  Academic  standards  are  maintained,  while 
teachers  work  hard — and  very  successfully — to  give  indi- 
vidual attention  to  those  youngsters  having  trouble. 

The  Family  Academy  designed  its  own  reading  cur- 
riculum and  is  in  the  process  of  doing  the  same  for  math- 
ematics (in  part  by  borrowing  a  number  of  techniques 
from  Japanese  grade  schools).  I  watched  second-graders 
reading  sentences  from  the  blackboard  that  were  well 
beyond  the  "See  Dick  run"  variety. 

Most  Big  Apple  elementary  schools  are  plagued  by 


narrow  fiefdoms.  Truancy?  Poor  test  scores?  Social  work- 
ers often  accusingly  point  to  the  teachers;  teachers 
respond  that  at-home  troubles  undermine  classroom  per- 
formance. But  the  atmosphere  at  The  Family  Academy  is 
the  antithesis  of  this.  There,  a  problem  is  everybody's 
problem.  As  cofounder  and  school  head  David  Liben  puts 
it,  "Everyone  sees  himself  as  part  of  the  school,  not  a  par- 
ticular department.' 

The  Family  Academy  is  open  year-round,  with  only 
three  weeks  off  in  the  summer.  During  the  summer,  kids 
have  classroom  studies  in  the  morning  and  go  to  a  park  or 
museum  or  engage  in  other  activities  in  the  afternoon. 
Most  look  upon  going  to  this  school  as  something  of  a 
summer  day  camp  rather  than  as  a  punishment. 

For  unfathomable  reasons  a  lot  of  pedagogues  today 
deplore  what  they  scathingly  call  "rote  memorization." 
Teachers  in  these  two  schools  recognize  that  memoriza- 
tion, such  as  the  multiplication  tables,  is  part  and  parcel 
of  learning  the  basics.  They  practice  stick-to-itiveness  with 
their  students.  Here  teachers  impressively  demonstrate 
that  they  can  be  supportive  while  upholding  high  stan- 
dards of  performance. 

Too  many  schools  lack  this  type  of  mission  and  account- 
ability, thus  disserving  both  teachers  and  students.  Few 
administrators  and  principals  feel  that  their  careers  lie  in  the 
balance  of  how 
well  their  students 
perform.  In  New 
York  City  the  per- 
centiles give  no 
indication  as  to 
w  hether  a  student 
is  slightly  lagging 
his  peers  or  is 
functionally  illiter- 
ate. These  results 
obscure  as  much 
as  they  enlighten. 


Summertime  at  The  Family  Academy: 

Year-round  schooling  stimulates  students. 


MIRACULOUS  VICTORY 

Why  the  Allies  Won — by  Richard  Overy  (WW  Norton  & 
Co.,  $15.95).  Corrects  the  historians'  conventional  wisdom 
about  World  War  II — that  Allied  victory  was  inevitable  once 
die  Soviet  Union  and,  especially,  the  United  States  became 
belligerents.  With  much  of  Europe  at  its  feet,  Ger- 
many could  easily  have  become  an  economic  super- 
power, but  the  Nazis,  proportionately,  never  got 
near  the  wartime  productivity  of  the  Allies.  Even  so, 
the  1941-43  period  was,  as  die  saying  goes,  a  close- 
run  thing.  In  the  fall  of  1941  Stalin  was  ready  to 
negotiate  a  peace  with  Berlin.  Germany  nearly  crip- 
pled the  Allied  war  effort  with  submarine  warfare. 

The  book  examines  the  critical  points  at  which, 
with  a  combination  of  extraordinary  grit  and  luck, 


the  Allies  miraculously  turned  around  their  desperate  plight. 
The  reader  gets  a  better  appreciation  of  how  critical  the  Battle 
of  die  Adantic  was.  The  value  of  strategic  bombing  is  given 
its  due  in  helping  to  prevent  Germany  from  becoming  the 
productivity  machine  that  the  U.  S.  and  the  U.S.S.R  became. 
Moscow's  extraordinary  comeback  from  its  devastating 


defeats  of  1941  is  also  grippingly  analyzed.  The  book 
explores  a  question  other  Western  historians  have  paid  too 
little  attention  to:  Why  did  the  Russians  do  so  much 
better  in  this  war — against  more  formidable  forces — than 
they  did  in  World  War  I?  The  moving  of  Russia's 
industry  to  the  Urals  in  the  chaotic  months  of 
1941  remains  an  under- told  epic. 

The  Allied  invasion  of  France  could  easily  have 
ended  in  disaster,  as  this  recounting  makes  clear.  For- 
tunately for  civilization,  Allied  military  and  civilian 
leadership  improved  dramatically  with  experience, 
while  the  quality  of  Axis  leadership  deteriorated. 
Excerpt:  The  key  to  the  eventual  victory  of  the  Allied 
states  lies  in  the  remarkable  revival  of  Soviet  military 
and  economic  power  to  a  point  where  the  Red  Army  could  first 
contain,  then  drive  back  the  German  invader:  remarkable, 
because  it  followed  the  German  capture  of  more  than  half  the 
Soviet  steel  and  coal  ouput,  and  the  entire  Soviet  'breadbasket. ' 
So  severe  was  the  mauling,  we  now  know  from  Soviet  records 
that  Stalin  contemplated  giving  up  in  October  1941.  Bl 
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The  key  is  building  a  workforce  that's  more  effective.  One  that's  more  flexible.  One  that  gives  you  a  clear  competitu 
nter  Strategic  Workforct   Management""  from  Norrell.  Working  together,  we  develop  a  workforce  strateg 
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hats  integral  to  your  business  strategy.  It's  a  whole  new  approach  we  created  while  working  with  dozens  of  blue  chip 
ompanies.  Companies  like  yours.  Let  us  show  you.  And  you  11  see  upsizings  upside. 


fSorrell 


Strategic  Workforce  Management" 


Other  Comments 


Simple  Solution 

Food  irradiation  would  have  pre- 
vented die  illnesses  caused  recendy  by 
contaminated  hamburger.  A  petition  for 
authorization  to  irradiate  red  meat  has 
languished  at  the  FDA  since  1994.  Pub- 
lic health  has  been  a  primary  responsi- 
bility of  Government  for  more  riian  a 
century.  Inspection  and  testing  alone 
can  never  assure  consumer  safety  where 
invisible  pathogens  are  concerned. 
-Richard  Rhodes,  New  York  Times 
*  *  * 

Ironically,  die  food  industry  remains 
reluctant  to  use  [irradiation].  They 
fear  the  wrath  of  activist  groups  who 
wrongly  claim  that  irradiation  is 
unsafe.  If  die  paranoia  prevails,  we  will 
have  failed  to  heed  the  most  important 
lesson  of  the  Hudson  Foods  outbreak. 
-Michael  T.  Osterholm,  Newsweek 

Medicarelessness 

One  physician  trapped  in  the  Medi- 
care web  received  a  demand  from  the 
Health  Care  Financing  Administration 
to  make  refunds  to  [private]  patients 
who  had  willingly  paid  fees  higher  than 
[Medicare]  allowed.  His  office  had  to 
track  down  hundreds  of  people  to 
refund  an  average  of  $20.  The  penalty 
for  not  doing  so  was  $2,000  per  case. 

No  wonder  42%  of  doctors  limit  the 
number  of  Medicare  patients  they  see; 
many  doctors  say  they  are  considering 
early  retirement.  Doctors  and  patients 
lobbied  Congress  for  an  experiment 
allowing  390,000  seniors  to  use 
Medical  Savings  Accounts.  MSAs  allow 


seniors  to  take  out  a  high-deductible 
policy  while  diey  pay  for  routine  care 
out  of  a  tax-free  savings  account. 

Medicare  MSAs  made  it  into  the 
budget  bill,  but  their  effect  may  be 
undermined  by  the  prohibition  on 
doctors  treating  both  Medicare  and 
private  senior  patients. 
-Wall  Sweet  Journal  editorial 

In  the  days  of  Teddy  Roosevelt, 
Americans  used  to  talk  about  the 
virtues  of  "rugged  individualism." 
In  the  1960s  and  1970s  it  was: 
"Do  your  own  thing."  Now  it  is: 
"In  your  face!"  This  is  reverse 
evolution.  Our  culture  is  distanc- 
ing itself  from  the  high  principles 
that  guided  us  for  so  long,  and 
we  are  paying  a  heavy  price  for  it. 
-Kent  C.  Nelson,  former  chairman 
and  CEO,  United  Parcel  Service, 
in  Hillsdale  College's  Imprimis 

Numbers  Game 

In  calculating  family  income,  the 
Clinton  Treasury  uses  a  bizarre  notion 
of  income  that  includes  fringe  benefits, 
imputed  rental  value  of  one's  home, 
Individual  Retirement  Accounts  and 
other  noncash  income.  A  family  earn- 
ing $28,000  a  year  can  easily  appear  to 
be  making  $40,000  under  the  Clinton 
definition  of  income.  A  family  earning 
$70,000  can  be  converted  into  a 
$100,000-plus  income  family.  The  rea- 
son the  Clinton  Administration  says  the 


GOP  tax  plan  benefits  the  rich  is  that 
according  to  the  White  House  model, 
if  you  have  a  full-time  job,  you're  rich. 
-Stephen  Moore,  Cato  Institute, 
Houston  Chronicle 

Enjoy  the  Ride 

The  reward  of  the  entrepreneur  is 
to  see  his  vision  come  to  life  in  the 
real  world.  And  he  enjoys  the  deep 
confidence  of  one  who  has  fought 
his  way  through  hell  and  emerged  to 
see  the  stars. 
-Success  magazine 

Private  Party 

Politicians  don't  like  competition 
from  well-financed  opponents.  "Public 
interest"  groups  resent  the  intrusion  of 
private  money  into  a  world  tightly  con- 
trolled by  the  political  class.  An  initia- 
tive passed  in  California  last  November 
would  limit  contributions  for  state  of- 
fice to  just  $500  and  prohibit  fund  rais- 
ing until  six  months  before  an  election. 

Incumbents,  professional  politicians 
and  political  activists  with  mailing  lists 
and  high  public  profiles  will  prosper.  A 
true  citizen-candidate,  successful  in  civil 
society  but  with  a  low  public  profile,  is 
a  nonstarter — unless  he  is  wealthy 
enough  to  finance  his  own  campaign. 
-Edward  H.  Crane,  president, 
Cato  Institute,  Washington  Times 

Near  Miss 

The  fate  of  German  military  technolo- 
gy provides  one  of  the  central  paradox- 
es of  [World  War  II].  While  German 
scientists  pioneered  the  world's  most 
advanced  weapons — rockets,  jets, 
atomic  weapons — German  forces 
lacked  adequate  quantities  of  the  more 
humdrum  petrol-driven  equipment. 

The  Allies— except  for  the  Man- 
hattan atomic  project — stuck  with  the 
weapons  of  the  late  1930s  and  pushed 
them  successfully  to  their  limits.  When 
after  the  war  they  came  to  develop 
missiles,  jets,  advanced  submarine 
technology  and  a  host  of  other  van- 
guard equipment,  they  simply  took 
German  scientists  and  blueprints. 
-Richard  Overy, 
Why  the  Allies  Won  MR 
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So    exactly    where    does    a    palmtop    end    and  a 


aptop    begin?   Introducing  the  HP  320LX  palmtop  PC.  With 


a  640  x  240  VGA  screen,  it's  the  widest  of  any 


handheld  PC.  Six  inches.  And  it's  the  first 


hp  320LX  Palmtop  pc      palmtop  with  Microsoft®  Windows®  CE  and 

FROM$699 

a  built-in  CompactFlash  card  slot  for  removable  memory  storage. 


You  can  pull  the  4MB  HP  320LX  palmtop  PC 


from  your  pocket  and  instantly  check  and 


send  e-mail,  hop  on  the  Internet  or  consult 


Easy  synchronization  with 
your  desktop  PC 


E-mail  and  Internet  access  via 
Type  II  PC  Card  Modem 


Direct  printing  capabilities 
through  infrared  connection 


CompactFlash  card  slot  tor 
removable  memory  storage 


4MB  memory 


your  calendar — all  without  lugging  around  a  laptop.  An  energy- 
saving  backlit  screen  allows  hours  of  operation,  and  the  standard 
Designed  for 

docking  cradle  lets  you  easily  synchronize  your 


Microsoft"  Windows  CE  applications  with  their  Windows  95  and 
Windows  CE 

Windows®  NT  counterparts.  See  more:  www.hp.com/handheld 


Better  products,  better  productivity. 
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PACKARD 


Why  can't  ideas  come  with  batteries  included 
and  no  assembly  required? 


Unfortunately,  that's  just  the  way  it  is  with  most  consultants:  all  insight  and  no  action 
But  at  Price  Waterhouse,  we  won't  propose  an  idea  unless  we  can  implement  it. 
Whether  we're  helping  a  company  use  technology  to  get  closer  to  its  customers  or 
implementing  a  global  decision-support  system,  Price  Waterhouse  is  committed  to 
taking  ideas  from  conception  to  completion.  To  find  out  more  about  how  we 
work,  call  Price  Waterhouse  or  visit  our  web  site  at  http://www.pw.com 

Price  Waterhouse 
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Commentary 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Chairman 


EIGHTY  YEARS  OLD— AND  STILL  LOOKING  FORWARD 


On  Sept.  15,  1917,  the  first  is- 
sue of  Forbes  appeared,  extol- 
ling the  virtues  and  exposing  the 
follies  of  the  business  world  and  } 
some  of  its  major  figures. 

Then,  as  now,  we  urged  busi- 
nessmen to  contribute  a  portion 
of  their  time  and  talents  to  serving 
the  community  as  a  whole,  either 
through  government  service  or  by  supporting 
private  charities.  We  also  urged  American  busi- 
nessmen to  invest  abroad,  particularly  in  Latin 
America.  For  the  times  that  was  unusual  advice, 
but  we  made  the  point  that  England,  which 
owed  much  of  its  greatness  to  its  foreign  invest- 
ments and  influence,  was  far  ahead  of  the  U.S. 
in  overseas  activities. 

Although  we  had  entered  World  War  I  five  months 
prior  to  publication,  Forbes'  only  articles  on  the  war 
related  to  financial  aspects — how  to  finance  our  war 
efforts  and  the  effect  of  the  war  on  currency  rates.  This 
small  amount  of  coverage  reflected  accurately  how 
America  was  taking  the  war  in  stride,  without  major  dis- 
ruptions in  the  lives  of  most  people. 

It  was  the  custom  then,  as  now,  for  many  writers,  fore- 
casters and  commentators  to  look  back  and  contrast  the 
dark  present,  as  they  saw  it,  with  a  more  glorious  past. 
Some  liked  to  emphasize  how  much  prices  had  gone  up. 
In  1917  the  average  new  home  cost  about  $5,200;  a  new 
Model  T  cost  $360;  a  loaf  of  bread  was  9  cents;  and  for 
$1  you  could  "send  your  soldier  boy  a  liberty  cake" 
(postage  prepaid).  But  the  average  yearly  income  was 
$887;  gold  was  selling  at  $19  per  ounce;  and  the  Dow 
Jones  stood  at  83.  Life  expectancy  was  only  51  years. 
Today  everyone — pessimist  and  optimist  alike — con- 
cedes that  our  quality  of  life  far  exceeds  that  of  1917. 

Forbes'  outlook  was  optimistic  in  1917;  we  recog- 
nized how  much  had  been  achieved  and  were  looking 
forward  to  the  challenges  of  the  days  and  years  ahead. 

Today  the  U.S.  still  has  many  "blame  America  first" 
scholars  and  authors,  always  ready  to  find  fault  at  home 
and  superiority  abroad.  But  80  years  down  the  road, 
Forbes  is  still  full  of  the  same  optimism.  We,  of  course, 
do  point  out  people  and  policies  that  have  gone  awry,  but 
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with  the  intent  of  teaching  a  lesson  so  the  mistake  will 
not  be  repeated.  Most  of  all  we  enjoy  identifying  suc- 
cesses that  demonstrate  that  America  in  the  last  decade  of 
this  millennium  is  the  same  country  that  has  led  the 
world  for  nearly  100  years — the  preeminent 
land  of  hope,  growth  and  opportunity. 

On  a  highly  personal  note — and  because 
Forbes  and  I  have  nearly  the  same  birthday — 
I  claim  the  right  to  record  how  privileged  I  am  to 
be  a  small  part  of  that  big,  successful  and  hap- 
py beacon  of  optimism  that 
is  Forbes.  But,  of  course, 
I   cannot   conclude  this 
cheerful  paean  to  past  and 
future   without  pointing 
out  at  least  one  thing  that 
gives  cause  for  worry. 

Wake-up  Call 

On  Aug.  1,  Kazakhstan,  home  of  the  huge  Uzen  oilfield, 
granted  China's  state-owned  oil  company  the  exclusive  right 
to  negotiate  a  contract  to  develop  that  field.  It  also  con- 
tracted China  to  build  the  1,300-mile  pipeline  needed  to 
bring  the  oil  east  to  China,  and  China  revealed  that  it  wants 
to  send  some  of  this  oil  west,  across  the  Caspian  Sea,  to  Iran. 

Our  government  should  have  known  of  these  develop- 
ments far  sooner  than  it  did,  and  it  should  have  done  far 
more  to  secure  oil  development  rights  for  our  oil  companies 
and  those  of  other  Western  countries.  One  of  the  reasons  for 
the  Kazakhs'  signing  with  China  is  their  belief  that  this  con- 
tract will  deter  Russian  attempts  to  dominate  them  again. 

But  the  Uzen  field,  now  virtually  allocated  to  China,  is 
only  the  second-largest  oilfield  in  Kazakhstan.  What  are  we 
going  to  do  to  secure  the  rights  for  American  and  other 
Western  oil  companies  to  develop  the  remaining  sites  in  this 
former  Soviet  republic?  Under  Strobe  Talbott's  guidance, 
our  State  Department  is  probably  advising  the  Kazakhs  on 
"conflict  resolution"  (see  Commentary,  Aug.  25),  which, 
Mr.  Talbott  tells  us,  should  be  our  principal  goal  in  the 
region.  Others,  with  far  more  insight  and  who  acknowledge 
our  increased  dependence  on  ever-more-finite  supplies  of 
oil,  know  that  the  U.S.  should  make  maximum  diplomatic 
efforts  to  secure  some  part  of  these  huge  and  vital  oil  re- 
sources for  the  freedom -loving  countries  of  die  world.  M 
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Antiperfume  perfume 


BY  LUISA  KROLL 


Want  to  smell 
like  dirt, 
a  leather 
jacket  or 
a  Band-Aid? 
Here's 
a  perfume 
for  you. 


'My  very  heart  faints  and  my  whole  soul 
grieves/At  the  moist  rich  smell 
of  the  rotting  leaves." 

-Alfred,  Lord  Tennyson 

Imagine  the  pleasure  the  poet  would  get 
from  the  newest  line  of  "natural"  scents  to  hit 
our  shelves:  dirt,  smoke,  glue  and  leather  jack- 
ets. All  are  now  available  in  a  bottle,  under  the 
brand  Smell  This,  thanks 
to  Pleasantville,  N.Y.-based 
this,  Lie,  whose  motto  is 
"Perfume  sucks." 

"This  is  about  real 
smells  and  real  people," 
proclaims  the  company 
literature.  Yet  it's  also 
about  tapping  into  one  of 
the  hottest  trends  in  mar- 
keting today — in-your-face 
irreverence. 

Hard  Candy  and  Urban 
Decay  sell  vile  nail  polish 
with  names  like  Roach, 
Asphyxia  and  Pimp.  So 
why  not  sell  stuff  that 
makes  you  smell  bad?  It 
was  inevitable.  "This  was  a 


marketing  opportunity  [so  huge]  you  could 
drive  a  truck  through  it,"  says  the  bombastic 
founder  of  THIS,  39-year-old  James  Berard. 

Berard  has  also  bottled  the  scents  Hairspray 
(to  evoke  prom  night?),  Cake  Batter  and  Boo 
Boo  Strips,  which  smells  like  the  adhesive  on  a 
Band-Aid.  Which  raises  the  obvious  question: 

If  you  want  to  be  "real,"  why  not  just  quit 
bathing  and  brushing  your  teeth? 


I  hate  business  (but  I  want  to  make  a  lot  of  money) 


BY  JAMES  SAMUELSON 


Music 
that  taps 
into  the 
Dilbert 
Zeitgeist. 


Even  with  the  Dow  having  trebled  in  a 
decade  and  unemployment  at  record  lows,  a 
lot  of  affluent  Americans  love  to  hate  big 
business.  Marketing  Mike  8c  the  Suits  hope 
that  many  people  will  spend  some  of 
their  stock  market  profits  and 
newly  fattened  paychecks  on  their 
album  Business  Blues — 1 1  songs 
about  all  that  sucks  nine-to-five 
Tracks  include  "Cubicle  Blues," 
"Voice  Mail  Hell"  and  "I  Survived 
the  Reorg  (But  I  Wish  They'd  Laid 
Me  Off)." 

Marketing  Mike,  in  real  life  41 -year- 
old  Jeff  Feldman,  and  six  of  the  seven 
members  of  his  band  have  good  jobs  in 
Silicon  Valley.  But  what  the  hell — if  that's 
what  people  want  to  dance  to,  why  not 
give  it  to  them? 

These  guys  should  have  stuck  with  com- 
puters. It's  awful  stuff.  A  typical  couplet: 
"Calming  down  a  client  with  a  big  com- 
plaint/This food  he  wants  for  dinner's  gonna 
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make  me  faint"  (from  the  track  "Business 
Dining"). 

But  you've  got  to  give  Feldman  credit  for 
capturing  the  Dilbert  Zeitgeist.  His  Web  site 
(www.bizblues.com)  isn't  just  a  spot  to  hawk 
albums  ($14.95  for  a  CD)  but  a  corporate  com- 
plaints department.  There's  a  recommended 
reading  list — with  a  link  to  Amazon.com — that 
includes  1,002  Ways  to  Waste  Working  Time  and 
Michael  Moore's  Downsize  This.  Plus  dozens  of 


links  to  sites  that  blast  major  corporations,  from 
Amway  to  American  Express  and  Nynex 
( www.nynexsucks  .com ) . 

To  record  and  package  Business  Blues,  Feldman 
put  up  $25,000  of  the  money  he  earns  as  presi- 
dent of  F.  S.  Communications,  Inc.,  a  high-tech 
PR  firm.  Is  Feldman  some  kind  of  radical?  Don't 
get  him  wrong.  Ask  him  why  he's  in  the  music 
business,  and  he'll  tell  you:  "To  sell  a  lot  of 
records  and  make  a  lot  of  money." 


Hair  talks 


BY  ANN  MARSH 


Peg  a  person's 
hairdo,  and 
you've  grasped 
something 
essential 
about  him. 


I  was  looking  forward  to  a  good  meal  at  a 
Los  Angeles  restaurant  until  I  spotted  our  wait- 
ress' shaved  head.  Damn.  "Is  this  place  vegan?" 
I  asked  immediately,  my  hopes  for  sustenance 
vanishing.  Sure  enough.  The  waitress  with  the 
Gl  Jane  hairdo  announced  the  fact. 

Peg  a  person's  hairdo,  and  you've  grasped 
something  essential  about  him:  Warhol's 
thatch,  Gore's  tidy  cap,  Prince's  sculpted  patch. 
What  else  do  you  need  to  know? 

Like  it  or  not,  hair  is  identity.  A  drugstore 
bottle  of  hair  color  is  the  poor  man's  plastic 


surgery.  Long  and  blond  yells  California;  black 
hair  suggests  exotic,  even  intellectual.  I  used  to 
want  to  dye  my  blonde  tresses  black. 

If  you  are  black,  hair  has  even  more  signi- 
fiers.  "If  you're  a  black  woman,  you  have  to 
recognize  that  hair  is  political,"  my  friend  Lisa 
told  me  over  Chinese  food.  Perm  it,  and  you're 
said  to  be  buying  into  white  culture;  braid  it, 
and  you're  going  ethnic.  Or  you  could  just 
wear  a  wig. 

"Oh  yeah — wigs,"  Lisa  announced.  "That's 
definitely  my  next  stage."  Hi 
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Anthony  Chan,  chief  econ- 
omist at  Banc  One  Invest- 
ment Advisors,  has  a 
theory:  If  the  Federal 
Reserve  keeps  the  feder- 
al funds  rate  lower  than  it 
was  at  the  start  of  the 
economic  expansion, 
Americans  don't  have  to 
worry  about  a  recession. 
When  the  current  expan- 
sion started  in  April  1991, 
the  Fed  funds  rate  stood 
at  6%.  It's  now  5.5%,  and 
Chan  doesn't  expect  it  to 
go  any  higher  than  5.75% 
through  the  end  of  1998. 
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The  Forbes  Index  is  a  measure  of 
U.S.  economic  activity  composed  of  eight 
equally  weighted  elements:  the  cost  of 
services  relative  to  all  consumer  prices, 
the  level  of  new  orders  for  durable  goods 
compared  with  manufacturers'  inventories, 
total  industrial  production,  new  housing 
starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail 
sales,  total  consumer  installment  credit. 
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HOTELS  •  RESORTS  SUITES 


i\>  Harriott 


In  1978,  when  mutual  funds  were 
redeeming  more  shares  than  they 
were  selling  and  the  stock  market  was 
a  cauldron  of  despair,  Forrfs 
dropped  in  on  Roy  Neuberger.  The 
founder  of  the  investment  firm  Neu- 
berger &  Berman  and  a  mutual  fund 
pioneer,  Neuberger,  now  94,  is  a  sur- 
vivor in  a  business  of  ephemeral  stars. 

Hear  this:  He  boasts  of  never 
having  had  a  down  year  since  enter- 
ing the  market  just  before  the  crash 
in  1929.  We  can't  verify  the  claim, 
but  Neuberger  isn't  much  given  to 
idle  boasts  and  there's  no  question 
that  he  and  his  firm  have  come 
through  some  very  hard  times — with 
colors  trying. 

Neuberger  started  out  on  Wall 
Street  in  1929  as  a  runner  making 
$15  a  week,  and  he's  now  worth,  at 
least  bv  Forbes'  estimate-  in  excess 


of  $100  million,  notwithstanding 
substantial  donations  of  works  of  art 
to  70  institutions. 

What  was  Neuberger  saying  when 
we  interviewed  him  in  the  dark  days 
of  1978,  when  the  economy  was 
stagflated  and  the  stock  market  sleep- 
ing? That  he  was  "violently  opti- 
mistic." He  was  fully  invested,  buying 
all  the  Teledyne  and  AT&T  stock  he 
could  get  his  hands  on.  At  the  time, 
the  market  was  trading  at  8.8  times 
earnings  and  yielded  5.9%. 

Since  then  stock  prices  have 
climbed  tenfold.  The  market  is  trad- 
ing at  20  times  trailing  earnings  and 
yields  only  1.7%.  We  stopped  in  early 
one  morning  recently  to  get  an 
update. 

We  kind  of  expected  that  a  man 
who  loved  stocks  when  the  Dow 
industrials  were  at  800  would  hate 


them  with  the  Dow  near  8000.  But 
Neuberger  surprised  us.  He  isn't 
wildly  bearish,  but  he  is  nevertheless 
nervous.  "It  wouldn't  be  a  good  idea 
to  regard  this  as  a  buying  period,"  he 
says,  adding:  "We  are  experiencing  a 
semi-mania."  Not  a  full-blown  mama 
of  the  sort  that  infected  the  Japanese 
market  in  1989.  It  is  only  a  semi- 
mania  because  "there  are  hundreds  of 
stocks,  maybe  thousands,  that  are 
reasonably  priced  and  neglected." 

The  mania  has  to  do  with  Coca- 
Cola,  Microsoft,  Procter  &  Gamble 
and  a  handful  of  other  growth  stocks 
that  dominate  the  s&P  500  index. 
Neuberger  is  short  Coca-Cola  and 
also  short  S&P  500  futures,  for  good 
measure.  If  these  gold-plated  blue 
chips  take  a  tumble,  they  could  well 
take  the  big  average  with  them. 

"I  have  a  lot  of  trouble  with  pro- 
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longed  movements  in  the  market," 
says  Neuberger.  "Fifteen  years  for  a 
bull  market  is  too  long,  but  being 
hedged  lets  me  sleep  at  night."  He 

'  estimates  that  on  balance  he  is  10%  to 
20%  long.  That's  a  far  cry  from  1978, 
when  he  held  just  two  minor  short 

i  positions. 

Okay,  but  which  are  these  neglect- 
ed stocks?  "General  Motors'  dividend 
per  share  [$2]  is  larger  than  Coke's 
earnings  per  share  [$1.40  in  1996], 
yet  their  shares  sell  at  approximately 
the  same  amount,"  he  points  out. 
Yes,  he  knows  Coke  makes  a  remark-  § 
able  business.  He  drinks  it  every  day.  8 
And  yes,  he  knows  that  the  car  busi-  | 
ness  confronts  the  most  brutal  form  5 
of  global  competition.  And  no,  he  is  g 
not  deluded  by  sentiment  for  the  g 
days  when  GM  ruled  an  industry.  % 
Recently  he  dumped  his  own  Cadil-  I 


Forbes  ■  September  22,  1997 


lac  for  a  Lexus. 

But  GM,  at  $62.75,  sells  at  only 
twice  book  value.  Moreover,  it  has 
begun  selling  off  noncore  businesses, 
like  EDS,  for  much  more  than  their 
book  value.  Buy  GM  at  today's  price, 
he  says,  and  you  are  probably  buying 
those  car  plants  at  not  much  more 
than  replacement  cost  and  getting  the 
brand  names  for  free.  Conversely, 
Coke,  at  $57.31,  sells  for  20  times 
book,  its  accounting  is  far  from  con- 
servative (it  counts  capital  gains  on 
bottling  plants  as  operating  income), 
and  its  revenues  are  shrinking. 

GM  is  Neuberger's  single  largest 
position,  accounting  for  more  than 
10%  of  his  trading  account.  What  had 
been  a  "'nice"  position  earlier  in  the 
year,  Louisiana  Land  &  Exploration, 
he  profitably  surrendered  in  a 
takeover.  Among  ten  other  holdings 
as  of  our  interview  (watch  out,  he 
trades  these  things)  are  stakes  in  LTV, 
Baker  Hughes,  Dresser  Industries, 
Noble  Drilling,  Caterpillar  and  Deere 
&  Co.  as  well  as  a  healthy  slug  of 
long-term  Treasury  bonds  and  a  trace 
of  silver.  Not  a  glamour  holding 
among  the  bunch. 

He  reels  off  a  slew  of  names  he  says 
have  flown  too  high — PepsiCo,  Proc- 
ter &  Gamble,  Microsoft,  Intel, 
Compaq  and  Dell.  He  owned  a  slug 
of  Dell  last  year,  but  sold  too  soon.  It 


Is  Coca-Cola  overvalued? 
To  offer  your  2  cents'  worth, 
go  to  On-line  Pulse  at 
www.forbes.com. 


has  more  than  tripled  this  year.  He 
says,  "These  epitomize  to  me  great 
companies  that  are  fully  priced." 

Fluor  was  a  holding  until  the 
morning  before  our  visit.  It  opened 
up  at  $4  a  share  and  was  instantly 
gone  from  Neuberger's  portfolio. 

There's  a  basic  Neuberger  principle 
involved  in  many  of  these  sales:  It 
may  be  the  greatest  company  in  the 
world,  but  if  it  gets  overpriced,  sell  it. 
Don't  expect  Neuberger  to  become 
enamored  of  a  holding.  "It  is,  after 
all,  just  a  sheet  of  paper,"  he  writes  in 
his  soon-to-be-issued  autobiography, 
So  Far,  So  Good:  The  First  94  Tears 
(John  Wiley  &  Sons). 

In  the  book  Neuberger  says  that 
those  who  taught  him  about  the 
market  knew  as  much  about  how  to 
sell  as  how  to  buy.  Reluctance  to  part 
with  a  stock,  either  because  of  senti- 
ment or  because  of  unwillingness  to 
pay  a  capital  gains  tax,  can  be  costly. 
"You  have  to  give  a  tip  to  the  waiter," 
he  says,  in  a  dig  at  people  who  resent 
paying  capital  gains  taxes.  "The  larger 
the  tip  means  the  more  I  keep."  Sell, 
he  says,  when  the  basic  reason  for  a 


Go  take  a  walk 

You'vf.  just  read  Roy  Neuberger's  recipes  for  investment  success.  You  might  also  be 
interested  in  his  recipe  for  living  an  active  life  in  his  90s.  In  a  phrase:  Stay  active  and 
do  lots  of  walking.  His  day  begins  — 
at  6  a.m.  with  exercises  in  his  apart- 
ment overlooking  Central  Park, 
amid  his  world-class  collection  that 
includes  works  by  Henry  Moore, 
Milton  Avery  and  Marsdcn  Hartley. 
He  takes  a  half-hour  walk  in  the 
park  with  friends  and  then  reads 
three  newspapers.  By  8:45  he  is  at 
his  desk  at  Neuberger  &  Berman's 
Third  Avenue  headquarters,  where 
he  still  actively  trades.  In  1978  he 
turned  over  management  of  the 
firm's  Guardian  mutual  fund  to 
associates.  He  says  half  of  his  per- 
sonal wealth  is  in  Guardian  and 
other  Neuberger  &  Berman  funds; 
the  rest  is  his  to  play  with.-T.E.  WM 


company's  success  changes,  sell  when 
a  company's  price/earnings  ratio  gets 
way  out  of  line  with  its  historical 
average,  sell  when  a  stock  falls  10%. 

In  his  first  job  on  Wall  Street  he 
was  posting  trades  for  clients,  most 
notably  loseph  Kennedy.  What  was 
Kennedy  doing?  "He  seemed  to  be 
playing  the  short  side,"  Neuberger 
recalls. 

Taking  a  cue  from  that  eminent 
stock  manipulator,  Neuberger  sur- 
vived the  1929  crash  by  hedging  the 
stocks  he  owned  with  a  short  on 
high-flying  Radio  Corp.  of  America. 
Long  ago  folded  into  General  Elec- 
tric, RCA  was  the  Microsoft,  Dell, 
Intel  and  Cisco  of  its  day,  all  rolled 
into  one. 

What's  your  largest  mistake?  we 
asked.  Not  surprisingly,  for  a  man 
who  is  always  willing  to  sell  a  stock,  it 
was  selling  too  soon.  In  1960  Neu- 
berger &  Berman  and  the  Guardian 
fund  between  them  owned  the 
largest  single  position  in  Minute 
Maid  Corp.  Coca-Cola  acquired  the 
orange  juice  company  for  stock.  Neu- 
berger soon  after  sold  the  Coke 
shares,  making  a  handsome  profit  but 
missing  the  22,800%  run-up  that 
would  follow.  "I've  been  wrong 
about  the  price  movement  of  Coke 
for  36  years,"  he  says.  "I  thought  it 
had  more  competition  than  any  com- 
pany in  the  world:  Pepsi,  coffee,  tea, 
juice,  water,  everything." 

You  can't  win  them  all.  But  Roy 
has  won  more  than  his  share. 

Shortly  after  the  market  opened, 
we  left  Neuberger,  who  was 
engrossed  in  the  day's  trading.  He 
mentioned  a  recent  news  article 
about  a  woman  who  had  lived  to  age 
122.  You  could  see  what  he  was 
thinking:  It  would  be  interesting  to 
live  through  yet  another  bear  market. 
Along  with  Joe  Kennedy,  another  of 
Neuberger's  more  famous  clients  was 
Bernard  Baruch,  an  investor  known 
for  his  sense  of  timing.  Contact  with 
legendary  traders  like  these  two  has 
left  its  mark. 

"Both  Kennedy  and  Baruch  would 
be  skeptical  of  this  market,  far  more 
skeptical  than  I  am,"  he  says. 

Given  the  large  short  position  off- 
setting almost  all  of  his  long  posi- 
tions, he  certainly  isn't  ignoring  their 
lessons.  m 
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MEDIA 


On  the  heels  of  what  looks  like  a  miraculous  turn- 
around, Petersen  Publishing's  new  owners 
are  offering  to  let  the  public  in  on  their  deal. 
Thanks,  fellows. 


Gash-in  time 


By  Matthew  Schifrin 

A  group  of  investors  headed  by 
ousted  Hearst  Magazines  president 
D.  Claeys  Bahrenburg  last  year  beat 
out  all  rival  bidders  for  Petersen  Pub- 
lishing with  an  offer  that  raised  eye- 
brows on  Wall  Street  and  in  the 
media  business.  Including  assumed 
liabilities,  the  price  was  over  $500 
million,  more  than  20  times  cash 
flow  and  nearly  2M  times  revenues  in 
a  business  in  which  13  times  cash 
flow  is  considered  the  going  rate. 
Petersen's  tangible  book  value  was 
just  about  $30  million  after  the  seller 
stripped  off  most  of  the  physical 
assets  and  leased  them  back  to  the 
successor  company. 

The  seller,  founder  Robert 
Petersen,  received  stock  worth  15% 
of  the  new  company. 

What  did  Bahrenburg  and  his 
partners  get  for  their  half-billion  dol- 
lars? More  than  70  special-interest 
magazines  with  an  automotive  or 
outdoor  focus,  with  titles  ranging 
from  Hot  Rod,  Motor  Trend  and  Teen 
to  Guns  &  Ammo,  Skin  Diver  and 
Dirt  Rider. 

This  was  one  highly  leveraged 
deal,  reminiscent  of  the  thinnest 
equity  deals  of  the  late  1980s.  A 
Chicago-based  buyout  firm  called 
Willis  Stein  &  Partners,  and  other 
investors,  put  in  $165  million  and 
got  back  preferred  stock  units,  which 
then  had  worthless  common 
attached  to  them.  Banks  such  as  First 
Union  and  CIBC  Wood  Gundy 
ponied  up  $200  million.  Another 
$100  million  came  from  the  sale  of 
junk  bonds  at  11%%.  Management 
equity?  Almost  none.  Bahrenburg 
and  a  few  other  members  of 
Petersen's  new  senior  management 
borrowed  most  of  the  $2.6  million  as 
their  equity  contribution. 

Bahrenburg,  50,  is  a  polished  ad 
salesman.  Neal  Vitale,  the  company's 


Chief  Executive  D.  Claeys  Bahrenburg 
A  new  champion  for  Hot  Rod. 


44-year-old  president,  is  a  veteran 
publishing  executive  who  turned 
around  Variety,  the  show  biz  bible, 
for  Cahners.  While  Bahrenburg  flogs 
advertising  in  New  York,  Vitale  runs 
the  operations  from  Los  Angeles. 

The  prospectus  printed  for  bond- 
holders who  bought  notes  in  early 
1997  clearly  stated  that  Petersen  had 
insufficient  earnings  to  cover  its  fixed 
charges. 

Vitale  knew  he  had  to  move  fast  to 
cut  overhead  and  bring  cash  flow 
into  line  with  debt-service  costs.  He 
laid  people  off,  replaced  a  costly 
computer  system  and  closed  two 
unprofitable  magazines.  Sassy,  a 
Petersen  magazine  aimed  at  young 
women  in  their  late  teens  and  early 
20s,  was  losing  nearly  $5  million 
annually.  Vitale  closed  the  magazine 
and   folded   its   subscribers  into 


Petersen's  Teen,  a  maga 

zine  for  girls  in  their 

early  teens. 

A  piece  of  good 

luck:  Soon  after  Vitale 

and  Bahrenburg  took 

over,    paper    costs — a 

major  item  for  Petersen, 

which  prints  more  than  20 

million  magazines  a  year — 

slumped.  In  all,  therefore, 

cash  flow  should  reach  $60 

million   this  year, 

more  than  double 

what  it  was  a  year  ago 

and  ample  coverage 

for  Petersen's  $29  mil- 
...  .  .  l<e5 

lion  in  annual  interest  \oJ< 

expenses.  3 

Voila!    Instant  turn- 
around. Now  to  cash  in. 
Bahrenburg    and  Vitale 
signed  on  Morgan  Stanley, 
Donaldson,  Lufkin  & 
Jenrette,  Goldman, 
Sachs     and  Alex. 
Brown.   This  blue- 
chip  brokerage  roster 
is  set  to  let  the  public  in 
on  the  deal. 

Some  deal!  The  public 
could  get  20%  of  the  com- 
pany for  $172  million.  That 
would  value  the  company, 
including  remaining  debt,  at 
nearly  $1  billion.  Of 
the  expected  loot, 
$50  million  will  go 
back  to  original  back- 
ers like  Willis  Stein.  A 
slim  $85  million  will  go 
to  pay  off  debt,  which 
will  remain  at  nearly  $180 
million,  not  counting  pre- 
ferred stock. 

Prospective  buyers  would 
do  well  to  keep  a  few  things 
in  mind. 

For   one  thing, 
paper  prices  are  on 
their  way  back  up 
after    having  saved 
Petersen  a  lot  of  money 
last  year.  They  climbed 
7%  in  July.  Postal  rates  are 
also  expected  to  go  up  by 
as  much  as  10%  in  the 
middle  of  next  year. 

Petersen  also  profited  from 
last  year's  and  this  year's 
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healthy  advertising  market — adver- 
tising is  61%  of  revenues — but  over- 
all the  Petersen  titles  showed  less 
than  a  5%  gain  in  net  revenue  in 
1996  against  a  7%  gain  for  most  con- 
sumer magazines. 

Petersen  appears  to  have  cut  back 
on  its  expenditures  for  new  maga- 
zines, the  publishing  industry's 
equivalent  of  R&D.  The  only  full- 
scale  monthly-issue  launch  since  the 
acquisition  has  been  Watereraft 
Power,  a  niche  publication  aimed  at 
owners  of  jet  skis. 

Vitale  and  Bahrenburg  hope  to 
bring  in  new  revenue  by  milking  the 
various  franchises  in  new  ways.  For 
example,  licensing  the  Hot  Rod  name 
for  TV  shows  or  for  creating  game 
software.  Martha  Stewart  and  Better 
Homes  &  Gardens  publications  have 
done  well  at  this.  Few  other  maga- 
zine publishers  have. 

Petersen  faces  severe  cash  needs. 
In  1998  it  must  start  paying  off  the 
$178  million  it  has  outstanding  from 
banks.  By  the  year  2003  over  $89 
million  will  have  already  come  due, 
and  by  2004  another  $89  million. 
That's  $25  million  a  year  on  average, 
in  addition  to  interest  costs  that  will 
still  be  $19  million  a  year  even  after 
some  of  the  debts  paid  down  from 
proceeds  of  the  proposed  equity 
offering. 

Robert  Petersen  is  one  person  who 
loves  the  proposed  offering.  If  it 
comes  off,  he  will  cash  in  for  a 
second  time.  He  has  already  taken 
out  $463  million  plus  an  estimated 
$20  million  in  real  estate.  At  the  pro- 
posed offering  value  for  the  new 
common  shares,  his  15%  stake  would 
have  a  paper  value  of  over  $100 
million 

Will  the  offering  fly?  Maybe, 
maybe  not. 

A  few  months  ago  New  York-based 
K-III,  another  publisher  of  specialty 
magazines,  tried  to  sell  $150  million 
in  stock  at  $12  per  share  but  was 
forced  to  cancel  when  the  already 
outstanding  shares  sank  to  $10.50  a 
share.  The  K-III  offering  flopped 
even  though  it  was  priced  at  a  multi- 
ple comparable  to  what  Petersen 
expects.  And  K-III's  magazines,  titles 
like  Soap  Opera  Digest  and  Seventeen, 
have  better  growth  numbers  than  do 
the  Petersen  titles.  %m 


INTERVIEW 


"Mr.  Yen"  argues  that  Japan's  recovery  is  for  real 
and  that  Japanese  assets  are  a  bargain. 


Japan  joins  the  world 


By  Neil  Weinberg 


He  is  known  as  "Mr.  Yen"  for  his 
clout  in  the  dollar-yen  market. 
Japan's  Vice  Minister  of  Finance  for 
International  Affairs,  Eisuke  Saka- 
kibara,  56,  is  an  architect  of  Prime 
Minister  Ryutaro  Hashimoto's  Big 
Bang  financial  reforms.  If  these  suc- 
ceed, they  may  well  revive  the  flag- 
ging Japanese  economy,  much  as 
Ronald  Reagan's  leadership  set  the 
stage  for  the  current  strength  of  the 
U.S.  economy. 

We  interviewed  Sakakibara  recent- 
ly in  his  Tokyo  office. 

Sakakibara:  To  reactivate  Tokyo,  we 


Financial  point  man  Eisuke  Sakakibara 
Reviving  Tokyo  with  competition. 


will  deregulate  foreign  exchange, 
deregulate  the  securities  industry  and 
allow  banks  to  form  holding  com- 
panies and  enter  new  turf. 

Forbes:  What  are  the  priorities? 
Where  will  we  see  reforms  first? 

In  asset  management.  Japanese  insti- 
tutions have  managed  most  assets 
domestically.  Global  management  is 
now  the  norm,  and  we  must  adapt. 
That  means  lots  of  opportunities  for 
investment  advisers,  investment  banks 
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and  securities  firms. 

A  related  area  is  mutual  funds. 
They  never  gained  popularity  in 
Japan  because  our  securities  firms 
mismanaged  them.  If  foreign  institu- 
tions introduce  funds  with  good  track 
records,  I  think  they'll  attract  lots  of 
Japanese  individual  investors. 


From  next  April 
Japanese  investors  will 
be  free  to  invest  any- 
where in  the  world. 

Japanese  institutional 
asset  management  will 
become  global,  which 
implies  capital  outflows. 
I  think  there  will  be  an 
adjustment  period  as 
assets  held  in  foreign 
currencies  increase. 

As  a  package  the  Big 
Bang  will  probably  also 
increase  the  attractive- 
ness of  Japanese  assets, 
such  as  equities  and  real 
estate.  So  we  expect  a 
lot  of  foreign  capital  to 
come  into  Tokyo. 


In  other  words, 
Japanese  capital  will 
flow  abroad  at  first, 
but  later  foreign  capi- 
tal will  flow  into 
Japan.  You're  saying 
that  in  time  the  flows 
will  balance  out  and 
create  an  equilibrium 
in  the  dollar-yen  rate. 

But  the  yen  has 
been  weak  against  the 
dollar,  which  makes 
Japanese  goods 
cheaper  in  the  U.S.  and  U.S. 
goods  more  expensive  in  Japan. 
The  yen  was  80  to  the  dollar  as 
recently  as  April  1995;  now  it  is 
around  120.  Will  we  see  a  new 
confrontation  between  the  two 
governments  over  this? 
We  have  been  exchanging  views  very 
candidly  with  the  U.S.  Treasury,  and 
it  is  true  that  U.S.  officials  are  some- 
what worried  about  the  pace  of  the 
increase  in  Japan's  trade  surplus.  We 
think  the  rate  of  increase  will  slow 
toward  year's  end.  We're  not  at  the 
stage  of  anyone  applying  pressure.  At 
least  not  yet. 


One  reason  the  yen  has  been  so 
weak  against  the  dollar  is  low 
Japanese  interest  rates.  The 
Japanese  ten-year  bond  yield  just 
hit  a  record  low  of  less  than  2%. 
If  you  let  rates  rise  to  strengthen 
the  yen,  don't  you  hurt  the 
Japanese  banks  that  are  already 
loaded  with  bad  debts? 
I  think  they  [Japanese  banks]  are 
over  the  worst  of  writing  off  non- 
performing  assets.  [But]  they  will  be 
affected  fairly  significantly  by  the  Big 
Bang,  which  will  probably  involve  a 
lot  of  reorganization,  including  joint 
ventures,  mergers  and  acquisitions. 

Is  the  Japanese  economic 
recovery  finally  for  real? 

Data  the  last  month  or  so  have  been 
weaker  than  we  expected,  but  I  think 
the  recovery  is  here  and  will  strength- 
en. There  are  two  reasons.  Some 
Americans  don't  think  the  business 
cycle  still  exists,  but  I  do,  and  it's 
about  time  for  Japan  to  recover. 

The  other  reason  is  that  Japanese 
assets  seem  to  have  hit  bottom.  Real 
estate  prices  are  now  lower  than  in 
Hong  Kong  and  Singapore.  Data 
indicate  office  rentals  are  cheaper  in 
Tokyo  than  in  London.  Equity  prices 
are  also  low  relative  to  those  in  the 
U.S.  and  Europe. 

If  you're  a  clever  investor,  you'll 
figure  it's  better  to  buy  Japan  now 
than  in  two  years.  That  should  push 
up  asset  prices  and  speed  recovery. 

In  your  1990  book,  Beyond  Capi- 
talism, you  said  Japan  should  stick 
to  its  system,  which  emphasizes 
production  and  employment, 
rather  than  move  to  U.S. -style 
consumerism  and  shareholder 
activism.  Have  your  views 
changed? 

It's  always  important  to  adapt  to  the 
times,  and  we  must  now  globalize. 
Financial  deregulation  will  make 
Japanese  finance  much  more  Anglo- 
Saxon  than  it  is  now,  and  I  think 
that's  the  path  we  should  chart. 

But  employment  needs  should  not 
be  sacrificed  to  achieve  other  goals.  In 
Japan  there's  a  sort  of  social  contract 
that  says  companies  won't  restructure 
mainly  through  layoffs.  They've  kept 
that  contract  in  the  past,  and  I  think 
they'll  continue  to  do  so.  M 
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ON  LINE  PULSE 


Apple  of  Gates'  eye 

Forbes  asked  readers  to  go  to 
www.forbes.com  and  give  their  input  on 
Bill  Gates.  Here  is  what  you  thought: 


28%  . 


66% 


If  given  the      •  • 
choice,  would  you 
join  forces  with 
Bill  Gates  and 
Microsoft? 


Bill  Gates  is  an  800-pound  gorilla — at 
least  he  is  an  American  one. ...  It  is  a  sad 
day  when  a  bureaucrat  can  threaten 

Gates  with  ridiculous  antitrust  laws  

As  Ayn  Rand  demonstrated  in  Atlas 
Shrugged,  it's  businessmen  like  Gates 
who  hold  the  world  on  their 
shoulders  

Given  the  fat  and  the  bugs  in  his  code, 
let's  pray  Gates  never  gets  into  the  ham- 
burger business. . . .  When  my  new  Apple 
computer  brings  up  Gates'  Internet 
browser,  I  will  delete  it....  Central  plan- 
ning by  one  person  leads  to  disaster. 


Was  Bill  Gates' 
$150  million 
investment  in 
Apple  Computer 
a  good  move? 


Gates  is  throwing  a  bone  to  his  wannabe 
nemesis  Steve  lobs....  While  the  kids 
click  away  on  their  Macs  and  investors 
salivate  over  their  stock  gains,  MicroAp- 
ple  (sauce?)  will  standardize  everything 
and  knock  out  smaller  technologies.... 


15% 


38% 


Will  Bill  Gates 
succeed  in  killing 
Netscape? 


Netscape  rules!...  There  are  not  enough 
stupid  people  in  this  world  who  would 
choose  a  Microsoft  product  over 
anyone  else's.... 

This  week  check  out  On-line  Pulse  at 
www.forbes.com  and  give  us  your 
input  on  Coca-Cola  and  the  blue 
chips — is  it  time  to  sell? 


Yes 


I  don't 
know 
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POLITICS 


Hawaii's  Bishop  Estate  has  provided  cushy  jobs 
for  the  state's  ex-pols  and  other  aging  worthies.- 
Suddenly  the  easy  chair  has  become  a  hot  seat. 


Arrogance  goeth  before  a  fall 


By  Seth  Lubove 

Serving  as  one  of  the  five  trustees 
of  Hawaii's  estimated  $10  billion 
Bishop  Estate  has  traditionally  been 
a  cushy  job  for  many  of  the  state's 
ex-politicos.  The  pay  is  terrific: 
$900,000  a  year.  The  tenure  is 
secure:  It's  a  prestigious  long-term 
job  with  retirement  at  70.  The 
power  is  nice,  too:  The  estate  com- 
mands vast  assets  and  landholdings 
that  make  up  nearly  8%  of  the  state, 
not  to  mention  such  odds  and  ends 
as  an  11%  stake  in  Goldman, 
Sachs  &  Co.  (1996  pretax 
profit:  $2.6  billion). 

The  estate's  income  goes 
to  schools  for  native  and 
part-Hawaiian  children. 

Suddenly  this  easy  chair 
has  become  a  hot  seat.  Last 
May  an  ad  hoc  group  of 
alumni  and  parents  of  stu- 
dents in  the  estate's 
Kamehameha  Schools  began 
complaining  about  trustees 
meddling  in  the  schools' 
day-to-day  affairs. 

When  the  trustees 
stonewalled  the  group,  it 
organized  a  street  march, 
and  in  early  August  the 
smoldering  dispute  burst 
into  flame.  Five  of  the  state's 
most  prominent  citizens — two 
judges,  an  educator,  a  priest  and  a 
professor  of  law — published  in  the 
local  papers  a  6,400-word  indict- 
ment of  the  trustees. 

Not  the  least  of  the  charges  levied 
against  the  trustees  was  financial 
naivete.  For  people  who  could  have 
access  to  some  of  the  country's 
greatest  investment  minds,  the 
board  of  trustees  pursues  what  can 
charitably  be  called  an  eclectic 
investment  strategy.  There  were  tim- 
berland  deals,  a  golf  course,  a 
Chinese  bank,  a  Christmas  tree  orna- 
ment company,  the  Velvet  Cloak  Inn 
^Jorth  Carolina  and  so  on. 


One  of  the  board's  most  vehe- 
ment critics  is  Samuel  P.  King,  81,  a 
senior  federal  district  court  judge 
and  son  of  a  former  trustee.  King 
coauthored  the  critical  report. 
"They're  wheeler-dealers,"  he  com- 
plains. "They've  never  taken  advan- 
tage of  what's  been  happening  in  the 
stock  market." 

Because  of  the  estate's  secrecy,  it's 
difficult  to  glean  from  its  few  public 
documents  just  how  lousy  its  invest- 


Bishop  trustees 
(clockwise  from 
bottom  left): 
Henry  Peters, 
Gerard  Jervis, 
Richard  Wong, 
Oswald  Stender, 
Lokelani  Lindsey. 


ments  are.  But  according  to  audited 
statements  reported  to  the  state  last 
December,  the  estate  barely  man- 
aged a  7%  return  of  "operating  rev- 
enues" On  assets  carried  on  the 
books  at  a  little  over  $2  billion. 

This  in  12  months  when  the  Dow 
industrials  were  up  36%.  To  under- 
stand just  how  poor  this  is,  remem- 
ber that  the  property  holdings  in  the 
city  and  county  of  Honolulu  alone — 
only  14%  of  the  estate's  total  land- 
holdings — are  assessed  at  $5  billion. 

More  than  incompetence  may  be 
involved.  According  to  the  6,400- 
word  report,  several  trustees  person- 
ally invested  $2  million  in  a  money- 


losing  Texas  methane  gas  deal  in 
which  the  estate  invested  $85  mil- 
lion. In  a  more  recent  case,  trustee 
Henry  Peters — a  former  speaker  of 
the  house  in  Hawaii's  legislature- 
negotiated  to  buy  a  Virginia  golf 
course  the  estate  had  owned,  not  on 
behalf  of  the  estate  but  for  the  buy- 
ing members. 

Disgruntled  club  members  sued 
the  estate  for  fraud,  conflict  of  inter- 
est and  breach  of  fiduciary  duty. 

(The  suit  has  since  been 
setded.) 

When  you  consider  how 
trustees  get  their  jobs,  the 
incompetence  and  finan- 
cial naivete  is  hardly  sur- 
prising. The  trustees  are 
appointed  by  the  state's 
supreme  court  justices, 
who  are  in  turn  appointed 
by  the  governor.  All  five  of 
the  present  supreme  court 
justices  are  appointees  of 
former  governor  John 
Waihee,  a  liberal  Democrat 
who  ran  the  state  from 
1986  to  1994. 

In  turn,  four  of  the  five 
trustees  are  political 
insiders  who  apparently 
brought  to  their  new  jobs 
a  politician's  habit  of  using  public 
money  to  reward  cronies,  spreading 
investments  around  more  to  gain 
friends  than  to  make  money  for  the 
trust  they  represent. 

Although  Hawaii's  attorney  gen- 
eral, Margery  Bronster,  is  mum 
about  the  specific  allegations  that 
she's  investigating,  the  result  could 
be  the  ouster  of  the  current  trustees 
and  their  replacement  with  trustees 
who  would  treat  their  jobs  as  a  pub- 
lic trust  rather  than  as  reward  for 
political  service. 

Reform  comes,  albeit  slowly,  to 
the  People's  Republic  of  Hawaii 
(Forbes,  June  16).  ■ 
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Who's  spearheading  inr 
Industry?  Just  say  Hoec 


HoechstAG  D-65926  Frankfurt  http://www.hoechst.com 


ition  in  Life  Sciences  and 


HOtMMV 


You  probably  come  across  us 
every  day,  perhaps  without  even 
knowing  it. 

Maybe  in  the  medicines  of  our 
pharmaceutical  company 
Hoechst  Marion  Roussel  that 
help  doctors  keep  you  healthy. 

Or  in  the  food  on  your  table, 
grown  with  crops  strengthened 
by  our  agribusiness  AgrEvo. 

Or  maybe  in  one  of  the  many 
other  innovative  ways  we  make 
your  life  easier  and  safer. 

But  with  our  name  some  people 
still  get  a  little  tongue-tied! 

It's  actually  very  easy. 
We're  called  Hoechst,  pronounced 

"Herkst". 

You  can  say  that  again! 


Hoechst  is  an  international  group 
of  companies  spearheading  inno- 
vation in  Life  Sciences  and  Industry. 
With  more  than  140,000 people 
worldwide,  last  year's  sales  totalled 
$  34  billion. 


Finding  new  ways. 


Hoechst 


Move  over,  Exxon  and  Royal  Dutch/Shell.  Russia's  Gazprom  wants 

some  of  your  overseas  markets.  Make  no  mistake:  It  will  probably  get  them. 

Sorcerer's  apprentice 


By  Paul  Klebnikov 

In  the  chaotic  Russian  economy 
natural  gas  producer  Gazprom  stands 
out  as  a  model  of  good  management 
and  operating  efficiency.  Unlike  Rus- 
sian oil  companies,  whose  production 
dropped  after  the  fall  of  communism, 
Gazprom  has  kept  its  production  rel- 
atively stable.  "In  the  30  years  Gaz- 
prom has  been  selling  gas  to  Western 
Europe,"  says  Niccolo  Uzielli  of  New 
York-based  Poten  &  Partners,  "it  has 
never  missed  a  delivery.  It  has  per- 


formed like  a  Swiss  watch." 

Outside  of  Russia,  via  the  Progress 
pipeline  from  its  fields  in  Yamburg 
and  Urengoi  in  northern  Siberia, 
Gazprom  delivers  $10  billion  worth 
of  gas  annually  to  consumers  in  Ger- 
many, Italy,  France  and  other  parts  of 
central  Europe. 

Natural  gas  is  relatively  cheap  to 
produce,  and  it  is  environmentally 
correct.  For  these  reasons  demand  for 
it  is  expected  to  grow  much  faster 


than  the  demand  for  oil,  especially  in 
Europe  and  the  fast-growing  Asian 
markets.  There  is  just  one  problem: 
The  world  has  more  potential  supply 
right  now  than  potential  demand. 
For  the  European  market,  Algeria 

Gazprom's  pipeline  in  Yamburg, 
northern  Siberia 

A  new  $40  billion  pipeline  to  the 
West  is  under  construction. 
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Gazprom  Chairman  Rem  Vyakhirev 
Europe  for  lunch.  Asia  for  dinner? 


and  Norway  want  to  step  up  produc- 
tion. With  Nigeria  and  the  Middle 
East  also  competing  for  this  market, 
the  last  thing  the  oil  industry  wants  is 
more  natural  gas.  Yet  more  is  pre- 
cisely what  Gazprom  has. 

It  already  keeps  large  amounts  of 
gas  shut  in  below  ground  and  has 
pumped  nearly  10%  of  one  year's 
output  into  storage  tanks.  Yet  Gaz- 
prom has  announced  plans  to  tap 
undeveloped  gas  fields  on  the  frozen 
Yamal  peninsula  in  Siberia  and  from 
there  construct  a  3,000-mile  pipeline 
to  the  heart  of  Europe.  If  built,  the 
new  pipeline  will  supplement  Gaz- 
prom's current  line  that  runs  on  a 
parallel  route  400  miles  to  the  south. 
"With  the  Yamal  pipeline,"  says  Gaz- 


prom Chairman  Rem  Vyakhirev, 
"European  customers  will  be  able  to 
receive  Russian  gas  from  different 
directions.  This  increases  the  reliabil- 
ity of  the  system,  increases  the  secu- 
rity and,  as  a  result,  raises  the  price." 

Vyakhirev  is  being  careful  not  to 
rile  his  big  international  oil  company 
competitors,  but  his  meaning  is 
pretty  clear:  Forget  your  plans  for 
expanding  in  the  European  market;  it 
belongs  to  Russia.  "Gazprom  is  send- 
ing a  signal  to  the  other  gas  compa- 
nies," says  Par  Mellstrom  of 
Moscow-based  Brunswick  Brokerage. 
"The  message  is:  Don't  even  try  pro- 
ducing more  gas  from  the  North  Sea 
or  Algeria.  We  will  start  producing 
from  this  new  field  before  you  start 
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Holding  the  line 

Russia's  0DP  versus  Gazprom's  gas  production  (1990  =  100) 
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Sources:  MC  Securities  Ltd.:  Brunswick  Brokerage. 

The  Russian  economy  collapsed  after  1990,  and  impoverished  domestic  customers  could 
no  longer  pay  for  their  gas.  But  Gazprom  kept  its  production  steady  and  boosted  exports. 


producing  from  yours." 

To  strengthen  its  foothold  in 
Europe,  Gazprom  is  moving  into  the 
distribution  end  of  the  business.  In 
Germany  it  is  expanding  through  a 
joint  venture  with  BASF  subsidiary 
Wintershall  AG  to  operate  a  nation- 
wide retail  gas  distribution  network  in 
competition  with  long-standing  Gaz- 
prom client  Ruhrgas  AG.  In  Italy  it  is 
doing  the  same  thing.  In  all, 
Gazprom  has  at  least  two  dozen  mar- 
keting joint  ventures  in  Europe. 

Further  east  Gazprom  is  moving 
with  equal  determination  to  lock  in 
local  markets.  It  has  taken  big  equity 
stakes  in  distribution  companies  in 
Poland,  Belarus,  Moldova,  Lithuania, 
Latvia,  Estonia  and  Finland.  Says 
Mellstrom,  "Gazprom  wants  some  of 
the  downstream  margin." 

To  the  south,  Gazprom  recently 
signed  a  $13.5  billion  long-term  con- 
tract to  provide  gas  to  Turkey 
through  a  proposed  pipeline  under 
the  Black  Sea,  and  is  negotiating  a  big 
contract  with  Israel  for  gas  from  the 
same  pipeline.  "We're  not  yet  a  West- 
ern-style company,"  says  Vyakhirev. 


"But  we're  getting  there." 

Located  as  Gazprom  is  in  the  heart 
of  the  Eurasian  landmass,  its  markets 
are  not  limited  to  Europe  and  Asia 
Minor.  Japan,  Korea  and  now  China 
have  shown  a  voracious  appetite  for 
natural  gas.  Conveniently  hard  by, 
Gazprom  is  the  natural  candidate  to 
exploit  the  giant  untapped  gas 
reserves  in  Yakutsk,  Irkutsk,  the  Altai 
and  other  parts  of  eastern  Siberia. 

At  the  moment  those  East  Asian 
markets  are  served  with  liquefied  nat- 
ural gas  shipped  by  boat  from  such 
places  as  the  Northwest  Shelf  off  Aus- 
tralia and  Mobil's  giant  PT  Arun  plant 
in  Indonesia.  But  it  is  much  cheaper 
to  ship  gas  in  its  natural  form  by 
pipeline  than  to  liquefy  it  and  ship  it 
by  boat,  and  with  the  exception  of 
Japan,  these  markets  are  contiguous 
with  Russia.  There  is  talk  of  a  pipeline 
to  China,  perhaps  to  Korea  and  even 
underwater  to  Japan. 

The  problem,  of  course,  is 
money — not  billions  but  tens  of  bil- 
lions of  dollars — and  Russia  doesn't 
have  that  kind  of  money.  Gazprom 
netted  $1.8  billion  last  year  on  $25 


billion  in  sales,  but  not  all  of 
that  is  real  money.  Vyakhirev 
says  that  95%  of  his  domestic 
sales  are  for  barter  or  in 
exchange  for  ious. 

In  Russia  customers  pay 
with  pipe,  drilling  equipment, 
trucks,  chemicals,  even 
sausages  and  cabbage. 
Vyakhirev  couldn't  cut  off 
deadbeat  customers  even  if  he 
wanted  to:  His  company  is  too 
important  to  Russia's  econom- 
ic viability.  It  accounts  for  6% 
of  Russia's  GDP,  17%  of  its 
exports  and  26%  of  the  gov- 
ernment's tax  revenues.  Were 
it  to  withhold  deliveries  from 
nonpayers,  kindergartens 
would  close,  pensioners  would 
freeze,  hospitals  and  military 
installations  would  be  blacked 
out.  "I  cannot  cut  off  my 
domestic  customers,"  says 
Vyakhirev.  "All  of  Russia 
would  be  up  in  arms." 

Thus  Gazprom  has  $13  bil- 
lion  in   receivables   on  its 
books,  half  from  Russian  elec- 
tric utilities.  It  will  need  luck 
to  collect  even  a  small  part. 
Another  perpetual  debtor  is  Ukraine, 
which  has  run  up  an  estimated  $3  bil- 
lion in  debts  to  Gazprom. 

The  Russian  government  is  depen- 
dent on  Gazprom,  too.  Last  year  31% 
of  Gazprom's  revenues  went  to  the 
government  as  taxes.  So  badly  does 
the  government  need  tax  revenue 
that  it  does  not  permit  Gazprom  to 
offset  its  tax  payables  against  the 
receivables  due  from  government 
customers  like  state  farms,  the  mili- 
tary and  municipal  housing  authori- 
ties. Gazprom  is  expected  to  stay  cur- 
rent on  its  tax  payments,  while  its 
receivables  gather  dust. 

So  Gazprom  will  have  to  raise 
money  abroad  for  its  ambitious 
expansion  plans.  A  sale  of  adrs  in 
London  last  fall  netted  $429  million 
for  1%  of  the  company.  Since  then 
Gazprom  has  gotten  more  than  $4 
billion  in  loans  from  Western  banks. 
It  is  seeking  to  place  over  $3  billion 
in  convertible  bonds  and  Eurobonds, 
starting  in  the  next  few  months. 

The  company's  boss,  the  chain- 
smoking Vyakhirev,  63,  appears  on 
the  surface  to  be  a  fairly  typical 
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Bigger  than  the  giants 


Production  (million  fabl  of  oil  equivalent  per  day) 


Reserves  (billion  bbl  of  oil  equivalent) 
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Gazprom  Royal  Dutch/  Exxon      Mobil     British  Chevron 
Shell  Petroleum 

Source:  MC  Securities  Ltd. 


Gazprom  has 
the  gas. 
Now  it  needs 
the  customers. 


Soviet-style  bureaucrat.  He  boasts  of 
receiving  the  Order  of  Lenin.  He 
became  head  of  Gazprom  after  his 
former  boss,  Viktor  Chernomyrdin, 
left  to  become  Russia's  prime  minis- 
ter in  1992.  He  often  lapses  into  the 
vague  language  of  a  bureaucrat  when 
answering  questions. 

In  part,  of  course,  he  «a  bureau- 
crat: Gazprom  is  so  central  to  the 
Russian  economy  that  it  cannot  func- 
tion solely  as  a  private  business.  But 
make  no  mistake:  Vyakhirev  is  fast 
learning  Western  business  ways. 

And  one  thing  he  has  learned  well: 
You  go  where  the  money  is.  With  the 
domestic  market  chaotic  and  unprof- 
itable, the  real  money  for  Gazprom  is 
overseas.  Of  that  hard  fact  the  oil- 
producing  world  had  better  take 
note.  "Don't  think  I  will  be  puffing 
up  my  chest  and  boasting,"  says 
Vyakhirev,  chuckling.  "It's  like  the 
old  fairy  tale  in  which  the  little  sor- 
cerer says:  I  am  not  yet  a  sorcerer — I 
am  only  an  apprentice."  ■§ 


The  Russian 
discount 


Gazprom  employs 
375,000  people  and  pro- 
duces more  fuel  than  any 
other  company  in  the 
world — 9.8  million  bbl.  of 
oil  equivalent  per  day — 
nearly  three  times  more 
than  Royal  Dutch/Shell, 


Windows  on  the  East 


Existing  ADRs/business 

Recent 
price* 

Market  cap 
($mil) 

Price/sales  Price/cash 
earningst 
— 1997  estimate — 

Gazprom/gas 

$19.90 

$47,111 

2.1 

7.7 

Lukoil/oil 

110.50 

20,583 

2.1 

12.6 

Unified  Energy  Systems/elec 

43.75 

19,096 

1.1 

5.4 

Surguineftegaz/oii 

65.48 

7,887 

1.9 

6.2 

Mosenergo/electricity 

51.02 

4,389 

1.1 

5.1 

Tatneft/oil 

155.25 

3,623 

1.1 

4.8 

Irkutskenergo/electricity 

18.75 

1,780 

2.0 

11.1 

VimpelCcm/telecom 

37.31 

720 

2.5 

9.8 

SUM/retailing 

9.10 

256 

1.0 

6.4 

*Gazpro.Ti  price  as  of     26;  t 
tCash  earnings  =  aftertax  earnings  r  : 

■?urce:  Brunswick  Brokerage. 

The  Russian  market  has  boomed,  and  stocks  are  no  longer 
ridiculously  cheap.  The  rea?  story  is  their  growth  potential. 


four  times  more  than 
Exxon.  But  at  a  recent 
$47  billion,  its  market 
capitalization  is  just  one- 
third  that  of  Exxon,  one- 
quarter  that  of  Royal 
Dutch/Shell  and  about 
equal  to  that  of  Amoco, 
whose  production  is  a  tiny 
fraction  of  Gazprom's. 

With  its  adrs  (first 
offered  in  October  1996 
in  London  at  $15.75)  at  a 
recent  $19.90,  Gazprom 
trades  at  only  7  times  last 
year's  operating  cash  flow, 
compared  with  10  to  12. 
times  last  year's  cash  flow 


Forthcoming  ADRs 

Yukos  /oil 

Rostelecom  /  telecom 
Norilsk  Nickel  /  metals 
Purneftegaz  /  oil 


for  the  Western  majors. 

"Investors  have  placed 
no  value  on  our  gas 
reserves,"  fumes  Gazprom 
Chairman  Rem  Vyakhirev. 
Gazprom's  own  reserve 
estimates — 33  trillion 
cubic  meters  of  gas  and 
14.6  billion  bbl.  of  oil  and 
condensate — dwarf  any 
other  oil  company's.  The 
market  values  Gazprom's 
reserves  at  20  cents  per 
bbl.  of  oil  equivalent, 
compared  with  $8  for 
Amoco's  reserves  and  $11 
for  Exxon's. 

The  market,  of  course, 
is  applying  a  deep  dis- 
count to  Gazprom's 
equity  valuation  because 
of  the  mess  in  its  domestic 
markets.  The  accompany- 
ing table  shows  some  key 
figures  for  Gazprom  and 
other  prominent  Russian 
companies  with  ADRS 
outstanding.       -RK.  ■ 
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There's  not  much  you  can  do  about  the  horrible  tax  bill 
Congress  has  just  saddled  us  with,  but  there's  a  way 
to  hedge  against  tax  complexity.  Buy.H&R  Block. 

Send  us  your 
confused  masses 


By  Bruce  Upbin 


Don't  blame  the  folks  at  h&r 
Block,  Inc.  for  a  tax  bill  that  embod- 
ies 824  changes,  a  maze  of  new 
phase-ins,  phaseouts,  credits  and 
givebacks  and  very  little  in  the  wav  of 
real  tax  relief.  For  a  net  tax  cut  that 


averages  an  annual  $70  per  person, 
do-it-yourselfers  will  need  to  master 
a  dozen  new  tax  forms,  schedules  and 
worksheets. 

You  can't  beat  the  system,  but  you 
can  take  advantage  of  it.  The  nation's 


biggest  tax  preparation  chain  is  virtu- 
ally guaranteed  hundreds  of  thou- 
sands of  new  customers.  A  lot  of] 
Block  customers  are  low-income 
people.  The  new  laws  will  drive  many 
more  of  them  into  its  offices  because 
the  cuts  that  have  been  targeted  at 
low-to-middle-income  people  are  so 
complicated.  You  can  almost  say  that 
all  of  the  benefits  go  to  Block.  Its 
average  charge  for  preparing  tax 
returns  is  $72,  which  is  two  bucks 
more  than  the  tax  bill  is  supposed  to 
save  the  average  taxpayer. 

Block  franchisees  are  already  rub- 
bing their  hands 
together.  One  fran- 
chise owner  explains 
how  he  plans  to  con- 
vert perplexed  tax- 
payers into  paying 
customers:  "If  some- 
one calls  [me]  with  a 
complicated  tax 
question,  in  all  likeli- 
hood they  can't 
handle  it  anyway.  So 
I'll  give  them  more 
information  than 
they  can  possibly 
handle,  because  then 
they've  got  to  come 
in.  I  consider  it  mis- 
sionary work,  and  I 
think  it  pays  off." 

H&R  Block  of 
Kansas  City,  Mo.  is  a 
pure  play  on  tax 
code  complexity. 
Last  year  it  handled 
14.3  million  returns, 
13%  of  the  total  filed 
in  the  U.S.  and 
almost  30%  of  all 
returns  done  by  pro- 
fessionals. Its  8,600 
U.S.  stores,  of  which 
it  owns  half  (the  rest 
are  franchised),  gen- 
erate $1  billion  in 
preparation  fees. 

Block  gets  paid 
per  schedule,  per 
form  and  sometimes 
per  additional  line  item.  Here's  how 
it  works.  For  preparing  a  plain 
1040A,  you  pay  Block  a  flat  $20.  If 
you  fill  in  line  12  for  unemployment 
compensation,  line  10  for  a  nonde- 
ductible IRA  contribution  and  line  26 
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THE 
DOCUMENT 
I  IIMI'WI 

XEROX 


Hey,  wail  a  minute,  you  could  easily  pay 
that  much  for  black  &  white. 


i  The  Xerox  DocuPrint  C55  is  the  first  fully  featured  color 

I  laser  printer  at  a  breakthrough  price.  Now,  networked 

L    9l>  offices  can  truly  afford  to  add  the  impact  of 

color  to  any  document. 

Besides  the  price,  many  of  the  innovative  features 

offered  in  the  DocuPrint  C55  are  also  breakthroughs. 

X 

With  an  embedded  Web  server,  you  can  remotely  access 
and  manage  printers  via  the  Internet  And  our  exclusive 
Fax  Friendly™  option  converts  colors  to  patterns  of 
black  &  white,  so  now  they're  readable  when  faxed. 
Even  the  footprint  of  the  Xerox  DocuPrint  C55  is  a 


breakthrough.  It's  the  smallest  printer  of  its  kind-up  to  40% 
smaller  than  comparable  color  laser  printers.  It  prints  at  3  pages  per 
minute  for  color,  and  12  for  black  &  white.  And  it  prints 
at  600  dpi,  so  you  can  get  world-class  performance. 
The  DocuPrint  C55  is  just  one  of  a  full  line  of 
f|P*        network  laser  printers  from  Xerox,  available  through 
your  local  computer  reseller. 

Considering  the  DocuPrint  C55's  very  affordable 
price  and  ingenious  features,  now's  the  time  to  call 
Xerox  at  1-800-34-XEROX,  ext.  2969.  Or  you  can  visit 
our  Web  site  at  www.xerox.networkprinters.com. 


Base  model, 
lilted  slreet  price 


THE  DOCUMENT  COMPANY 
XEROX 


XEROX®,  The  Document  Company®  and  the  digital  X  are  trademarks  of  XEROX  CORPORATION.  Fax  Friendly™  option  sold  separately.  36  USC  380 


British  Airways  is  investing  $10  billion  to  renew,  remake 
and  redefine  itself  for  the  21st  century. 

Rockwell  s  K56 flex™  chip  is  cutting  download  time 
from  the  Internet  by  nearly  50%. 


SmithKline  Beecham  vaccines  are  being  administered 
25  times  every  second  in  175  countries  around  the  world. 

Pioneer  hybrids  are  reducing  the  need  for  insecticide 
on  more  than  one  million  acres  of  American  farmland. 


1,300,000  shares  are  seamlessly  changing 
hands  as  i/ou  read  this. 


it  could  only  happen  here. 


for  an  advanced  earned  income 
credit,  the  fee  goes  up  to  $38.  A 
vanilla  1040EZ  is  also  $20,  but  add 
another  $7  for  taking  the  earned 
income  credit.  Rates  may  vary  by 
store  and  are  often  higher  in  bigger 
cities. 

The  final  1997  tax  forms  aren't  out 
yet,  but  count  on  more  of  every- 
thing. The  1996  version  of  Schedule 
D,  which  covers  capital  gains  and 
losses,  had  23  lines  and  a  13 -line 
worksheet  in  its  instruction 
booklet.  With  four  new 
capital  gains  rates,  an  extra 
holding  period  and  a  new 
depreciation  recapture  for 
real  estate,  the  irs  says 
the  1997  Schedule  D  will 
likely  have  33  more  lines, 
including  a  new  worksheet 
on  a  separate  schedule. 
More  fees  for  Block. 

The  incremental  rev- 
enue gain  from  repeat  cus- 
tomers is  just  the  start. 
Complex  calculations  like 
the  alternative  minimum 
tax,  once  required  only  of  ■■■■■ 
the  rich,  will  soon  apply  to 
middle-class  folk.  Calculating  the 
earned  income  tax  credit  for  the 
working  poor  becomes  a  brain  twister 
if  the  taxpayer  wants  to  claim  some  of 
the  new  $500  child  credit. 

As  confused  new  customers  file  in 
to  have  their  taxes  done,  Block  will 
entice  them  to  get  their  refunds  faster 
with  its  electronic  filing  and  refund 
anticipation  loan  services.  More  gravy 
for  Block.  Hope  of  getting  fast 
refunds  is  what  drives  most  people  to 
places  like  Block  in  the  first  place. 

For  about  $25  Block  will  electron- 
ically file  your  return  with  the  IRS  via 
modem.  It  doesn't  usually  cost  Block 
more  than  $15  to  file  an  electronic 
federal  return.  But  it's  worth  it  for 
the  customer,  who  can  get  his  money 
in  two  to  three  weeks,  about  half  the 
average  time. 

Need  it  faster?  Block  will  lend  you 
the  amount  of  your  refund,  often  as 
fast  as  the  next  day,  once  the  IRS 
okays  it.  Then  the  irs  pays  Block  and 
its  partner  bank  within  two  weeks. 

The  interest  rate  for  this,  though, 

not  quite  Mafia-level,  is  extremely 

pi.  For  a  two-week  loan  of,  say, 
against  a  refund,  Block 


Fatter  1997  tax 
forms  mean 
fatter  fees  for 
H&R  Block. 


charges  $69 — 138%  annualized. 
Right  now  60%  of  the  money  comes 
from  Beneficial  National  Bank,  which 
gets  much  of  the  interest.  As  it  gets 
more  comfortable  with  the  money- 
lending  business,  Block  may  some 
day  make  the  loans  itself.  As  it  is,  it 
earned  $8  million  pretax  on  loan  fees 
last  year. 

No  pain,  no  gain.  The  potential 
flood  of  new  business  does  pose 
problems  for  Block.  Bringing 
46,000  part-time  tax  pre- 
parers up  to  speed  on  the 
new  tax  codes  could  be 
a  logistical  nightmare 
for  the  company.  Its 
programmers  will  have 
to  rewrite  262,000  lines 
of  code— 20%  of  the 
whole         program — 
between  now  and  the 
beginning    of  1998. 
Block's  all-important 
software  does  the  hard 
work,  giving  employees 
simple     prompts  to 
follow  along  during  the 
customer  interview. 
Block  will  also  have  to 
contend  with  the  new  $100  penalty 
Congress  stuck  into  the  tax  code  for 
preparers  who  fail  a  due  diligence 
standard  in  preparing  earned  income 
tax  credit  returns.  This  cute  little  item 
in  effect  makes  the  tax  preparer  an 
unpaid  agent  for  the  IRS:  He  or  she  is 
supposed  to  make  sure  the  customer 
isn't  lying  or  careless. 

Earned  income  tax  credits  had 
been  a  major  avenue  for  fraud  and 
error,  with  filers  lying  about  depen- 
dents to  get  $2,000  or  so  back.  Since 
each  case  of  fraud  was  too  penny-ante 
for  the  IRS  to  go  after,  Congress 
decided  to  make  the  tax  professionals 
be  the  auditors.  Block  employees  may 
be  forced  to  ask  taxpayers  all  kinds  of 
intrusive  questions,  such  as  how  long 
a  male  head  of  household  has  been 
intimate  with  the  mother  of  the 
dependents  listed  on  the  form.  That's 
sure  to  anger  stressed  filers.  Don't  be 
surprised  if  a  few  Block  people  get 
punched  out  or  worse  for  doing 
Congress'  bidding. 

Here's  another  potential  problem 
for  the  company:  Last  year  the  Block 
chain  handled  half  of  all  electronic  fil- 
ings to  the  irs,  some  7.3  million,  for 


$201  million  in  revenue  system-wide. 
A  committee  set  up  to  reform  the  irs 
may  recommend  mandatory  elec- 
tronic filing  by  2004.  Congress,  how- 
ever, wants  the  service  to  be  free. 
Block  doesn't  like  that. 

Make  no  mistake,  though,  the 
mood  in  Kansas  City  is  more  elation 
than  desperation.  Block's  chief  exec- 
utive, Frank  Salizzoni,  couldn't  talk 
with  Forbes,  citing  an  upcoming 
annual  meeting,  but  there  can  be  no 
doubt  that  Congress  has  handed 
Block  a  very  nice  present.  A  major  tax 
law  change  was  just  the  boost  the 
company  needed.  Last  year  it  grossed 
$1.9  billion  but  netted  only  $48  mil- 
lion, a  feeble  3%  return  on  sales,  as 
against  11%  as  recently  as  1996. 

The  problem  wasn't  the  tax  prepa- 
ration business  but  Block's  ailing 
CompuServe  on-line  service.  Last 
year  CompuServe  lost  $200  million 
on  $842  million  in  revenue  as 
300,000  customers  signed  off,  and 
costs  escalated  eight  times  as  fast  as 
revenues. 

"Two  years  ago  CompuServe  was 
the  hidden  gem;  now  it's  the  cancer- 
ous monkey  on  its  back,"  says  analyst 
Alexander  Paris  Jr.  of  Barrington 
Research  Associates  in  Chicago. 

Block  sold  20%  of  CompuServe  to 
the  public  in  April  1996  for  $522 
million  and  will  probably  try  to  find 
a  way  to  unload  the  rest  by  the  end  of 
the  year. 

Wall  Street  is  already  looking 
beyond  the  sale  of  CompuServe.  The 
stock  ran  up  30%  to  the  $40  range 
after  the  tax  bill  took  shape  in  June 
and,  with  a  market  capitalization  of 
more  than  $4  billion,  the  stock's 
hardly  cheap.  But  if  you  like  growth 
stocks,  the  price  doesn't  look  exces- 
sive. Deduct  the  probable  value  of 
the  CompuServe  stake  (maybe  $8.50 
per  Block  share)  and  you  have  a  stock 
selling  for  maybe  18  times  earnings. 
It  has  no  debt  and  sits  on  $5  per 
share  in  cash.  As  the  new  complexi- 
ties in  the  tax  code  kick  in  next  year, 
Block  can  expect  a  20%  boost  in  earn- 
ings, which  means  that  the 
price/earnings  ratio  is,  essentially, 
below  its  earnings  growth  rate. 

If  you  like  financial  services  you've 
got  to  love  h&r  Block.  Where  else 
can  you  buy  a  direct  hedge  against 
congressional  tax  insanity?  H 
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If  you're  wondering  where  all  this  Internet  business  came  from,  it  came  from  Fairfax  County.  Some  of  our  1600 
information  technology  companies  helped  create  the  Net.  Many  others  support  and  sustain  it.  But  what  really 
made  Fairfax  County  the  mother  of  all  Web  sites  are  advantages  that  would  benefit  any  business:  Access 
to  three  major  airports.  A  stimulating  quality  of  life.  And  a  customer  the  size  of  the  federal  government  next 
door  in  Washington,  DC.  For  details,  get  online  or  call  703-790-0600.  And  join  us.  You'll  be  wired  for  it. 


FAIRFAX  COUNTY,  VIRGINIA.  HOME  OF  THE  1998  WORLD  CONGRESS  ON  INFORMATION  TECHNOLOGY. 


www.fairfaxcountyeda.org 
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Cannibals  in  Eden 


BY  ROBERT  H.  NELSON 


Robert  H.  Nelson  is  a 
professor  in  the  School 
of  Public  Affairs  at  the 
University  of  Maryland 
and  senior  fellow  of  the 
Competitive  Enterprise 
Institute.  His  latest 
book  is  Public  Lands 
and  Private  Rights. 


The  Aug.  1  issue  of  Science  magazine  reports 
that  30  years  of  anthropological  investigations 
have  now  confirmed  that,  until  fairly  recently 
as  history  goes,  cannibalism  was  widely  prac- 
ticed by  American  Indians. 

Tim  White  is  professor  of  paleoanthropolo- 
gy at  Berkeley  and  author  of  Prehistoric  Can- 
nibalism at  Ma ncos  (Princeton  University 
Press).  White  reports  that  the  Anasazi  in  the 
Four  Corners  area  of  the  southwestern  U.S. 
routinely  "processed  their  colleagues  .  .  . 
skinned  them,  roasted  them  .  .  .  severed  their 
joints  .  .  .  and  put  the  pieces  into  pots." 

Bioarcheologist  Christy  Turner  of  the  Uni- 
versity of  Arizona  has  studied  40  human- bone 
sites  in  this  same  area,  dating  from  A.D.  900  to 
as  recently  as  A.D.  1700,  and  including  Chaco 
Canyon,  the  center  of  Anasazi  culture.  Turner 
reports  that  "whatever  drove  the  Anasazi  to 
eat  people,  it  happened  at  Chaco"  and  the 
other  nearby  sites.  This  is  not  to  say  that 
American  Indians  were  evil  and  the  settlers 
saints.  History  is  a  distressing  chronicle  of 
man's  inhumanity  to  man.  Cruelty. 

However,  Chaco  Canyon  is  today  a  kind  of 
Mecca  for  New  Agers.They  like  to  believe  that 
the  former  inhabitants  lived  in  peace  and  har- 
mony with  nature.  The  archeological  evidence 
is  highly  inconvenient  for  those  who  argue 
that  man  in  his  natural  state  was  "good"  and 
that  civilization  as  we  know  it  is  "evil." 

Like  other  secular  religions,  environmental 
religion  offers  a  warped  version  of  Christian- 
ity, complete  with  a  Garden  of  Eden.  Dave 
Foreman,  founder  of  the  radical  environ- 
mental group  Earth  First  and  a  Director  of 
the  Sierra  Club,  believes  that  mankind  lived  in 
happy  harmony  with  nature  until  about 
10,000  years  ago.  At  that  point  the  "nascency 
of  agriculture"  plunged  mankind  into  a  long 
and  terrible  descent  from  Eden  into  modern 
industrial  civilization.  Al  Gore  echoes  this 
belief  in  his  book  Earth  in  the  Balance  when 
he  talks  of  our  "dysfunctional  civilization." 

It's  an  old  trick.  You  contrast  the  flawed 
reality  of  the  present  with  the  glories  of  a 
golden  age  that  never  existed.  It  works  as  long 
as  no  one  reminds  you  that  people  ate  people 
in  that  glorious  past. 

The  gospel  of  a  lost  environmentalist,  Eden 
faces  chali  «  other  anthropological 

fronts.  Profeii     Stephen  Pyne  of  the  Univer- 


sity of  Arizona  is  the  world's  leading  historian 
of  wildland  fire.  Pyne  has  described  how 
American  Indians  and  other  prehistoric 
groups  started  forest  fires  as  a  way  of  manipu- 
lating the  land.  Pyne  says,  fire  was  "a  wonder- 
ful instrument  without  which  most  Indian 
economies  would  have  collapsed." 

The  idea  of  pure  wilderness  untouched  by 

The  archeological  evidence 
is  highly  inconvenient 
for  those  who  argue  that 
man  in  his  natural  state 
was  "good"  and  civilization 
as  we  know  it  is  "evil." 


man  is  a  Disneyland  fantasy.  If  these  environ- 
mental fantasies  were  just  another  private 
belief  system,  they  would  not  much  bother  us. 
But  religious  environmentalism  is  riding  high 
these  days  in  Washington,  with  major  conse- 
quences for  public  policy. 

Global  warming  is  being  pushed  by  leading 
environmental  thinkers  because  it  symbolizes 
for  them  a  punishment  visited  upon  our  kind 
for  daring  to  manipulate  nature.  Over  the  past 
decade  the  harvest  of  timber  from  federal 
forests  has  been  reduced  to  one-third  the 
1980s  level  because  timber  harvesting  is 
deemed  unnatural.  Federal  "ecological  man- 
agement" with  the  goal  of  "restoring  nature" 
is  imposing  tight  federal  regulations  on  the 
uses  of  private  land. 

Yet  even  the  idea  that  one  can  draw  a  hard 
line  between  the  natural  and  the  unnatural  is  a 
kind  of  fantasy.  Bruce  Ames,  a  University  of 
California  biochemist  and  member  of  the 
National  Academy  of  Sciences,  has  been 
reporting  for  years  that  many  natural  foods 
contain  as  many  or  more  carcinogens  than 
many  synthetic  chemicals.  Yet  the  leading 
environmental  groups  have  systematically 
ignored  the  natural  carcinogens,  while  putting 
pressure  on  the  government  to  spend  as  much 
as  $1  billion  to  save  a  single  statistical  life,  if 
the  hazard  is  deemed  to  be  unnatural. 

There  are  many  good  reasons  to  protect  the 
environment.  It  is  too  bad  that  the  environ- 
mental movement  seems  to  have  been  cap- 
tured by  people  who  put  religious  zeal  over 
common  sense.  M 
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;    THE  CIT  GROUP  PROVIDES 

BILLIONS  OF  DOLLARS 
TO  THOUSANDS  OF  COMPANIES 
II N  DOZENS  OF  INDUSTRIES. 

it  is  WmT^ 

;         MONEY  WELL  LENT.  ^ 


i 


WHAT  IF  YOU  NEEDED 
TO  BORROW  AGAINST 
A  WAREHOUSE  FULL  OF 
THESE  THINGS? 


Every  industry  presents  its  own  unique  challenges.  Each  has  its  key  players,  its  seminal 
technology  and  its  defining  issues. 

Since  1 908,  The  CIT  Group  has  become  a  trusted  lender  in  so  many  industries  because 
we  have  made  the  commitment  to  stay  current  in  each  one.  As  a  result,  we  often  see  value  where 
others  don't.  From  toys  to  trucking,  railroads  to  retail,  we  have  leveraged  this  extensive 
knowledge  base  to  craft  financing  packages  which  add  value  to  our  customers. 

Just  ask  any  of  our  retail  clients,  some  of  whom  may  very  well  have  called  upon  us  to 
lend  against  something  as  unusual  as  souvenir  statuettes  in  order  to  enhance  their  liquidity. 
Or  to  see  what  we  can  do  for  you,  visit  www. citgronp.com  or  call  1-800-CIT-1908. 


Money    well  lent 


WHAT  IF  YOU  NEEDED  A 
FINANCIAL  RESOURCE  WHO 
UNDERSTANDS  WHY  CLEANEF 
AIR  CREATES  DEMAND 
FOR  THESE? 


There  is  a  style  of  financing  which  is  removed  from  that  which  is  financed  —  where  lenders 
close  deals  without  ever  looking  up  from  a  spreadsheet. 

The  CIT  Group,  a  $20  billion  corporation,  is  not  one  of  those  lenders.  Instead,  we  cultivate  a 
detailed  understanding  of  the  industries  we  serve.  We  get  to  know  the  people,  the  companies  and  the 
issues  they  are  facing.  Our  industry  specialists  use  this  expertise  to  develop  loans  and  leases  which  reflect 
the  current  realities  of  their  competitive  positions.  It  is  an  approach  which  has  worked  since  1908. 

Just  ask  any  of  our  rail  or  utility  clients,  who  could  also  tell  you  that  the  Clean  Air  Act 
created  demand  for  cleaner  burning  western  coal...  and  for  the  aluminum  coal  cars  which  carry  it 
most  efficiently.  In  fact,  The  CIT  Group  was  the  first  company  to  acquire  these  cars  for  operating 
leases.  To  see  what  we  can  do  for  you,  visit  www.citgroup.com  or  call  1-800-CIT-1908. 


Money    well  lent 


WHAT  IF  YOU 
NEEDED  A 
LENDER  WHO  KNOWS 
THE  BEST  WAY  TO 
PEEL  THEM? 


Every  industry  has  its  own  requirements.  Each  has  its  own  equipment,  its  own  competitive 
issues  and  its  own  set  of  challenges  and  opportunities. 

At  The  CIT  Group,  a  $20  billion  corporation,  we  believe  that  we  can  most  effectively  finance 
companies  in  a  given  industry  by  becoming  intimately  familiar  with  the  issues  they  face.  So  we  make 
the  commitment  to  fully  understand  the  dynamics  of  each  of  the  industries  we  serve.  We  have  done  this 
in  industries  ranging  from  food  to  furnishings  to  foundries  since  1908. 

Just  ask  any  of  our  food  processing  clients,  some  of  whom  could  tell  you  that  steam  peelers  have 
been  developed  which  virtually  explode  the  skin  off  of  a  tomato,  preserving  flavor  and  leaving  all  the 
meat  behind.  Or,  to  see  what  we  can  do  for  you,  visit  wtviv.citgroup.com  or  call  1-800-CIT-1908. 


Money    well  lent 


operates  a  marketing  networl 
across  the  country.  This  national  scope  with  a  regional  focus  helps  us 
understand  and  meet  the  unique  needs  of  each  industry  and  geographical 
area.  Our  eight  business  units  serve  clients  with  corporate  financing;  manufacturer,  dealer 
and  direct  user  financing;  commercial  services;  consumer  financing;  and  equity  investments. 
Among  the  products  and  services  we  offer  are: 

Credit  protection  and  accounts  receivable  management  services 

«  Customized  secured  equipment  financing 

'M  Dealer  financing  —  retail  and  wholesale 

'«  Debt  refinancing  and  restructuring 

«  Emerging  growth  and  expansion  capital 

'«  Factoring  services 

'«  Finance  programs  for  manufacturer  and  captive  finance  companies 

'«  Import  and  export  financing 

'«  LBO  and  acquisition  financing 

'«  Operating  leases  and  leveraged  leases 

%  Portfolio  acquisitions 

'M  Private  equity  capital 

'M  Retail  and  wholesale  first  and  second  mortgages  and  lines  of  credit 

%  Sale  and  leaseback  arrangements 

'«  Turnaround,  DIP  and  confirmation  financing 

%  Vendor  financing 

^  Working  capital  and  revolving  lines  of  credit 
For  more  information,  call  1-800-CIT-1908  or  visit  our  web  site  at  www.citgroup.com. 


M  o  n  e  y    well  lent 


The  CIT  Group 


If  you  want  to  understand  government  in  the  late  20th  century,  you  had 
better  know  something  about  Gordon  Hillock's  concept  of  rent-seeking. 
It  enables  you  to  see  Washington  for  what  it  really  is:  a  powerful  machine 
that  enables  special  interests  to  extract  money  from  everyone  else. 


Privilege-seeking.5 


s 


By  Peter  Brimelow 


What  do  these  pictures  have  in 
common? 

■  "Lobbying  has  become  Washington, 
D.C.'s  largest  private  employer.  .  .  . 
There  are  125  people  working  to  influ- 
ence government  policy  for  every 
member  of  Congress,  up  from  31  lobby- 


ists per  congressman  in  1 964.  * 

-From  "Washington's  Lobbying 
Industry:  A  Case  for  Tax  Reform,"  a 
memorandum  prepared  by  the  office 
of  House  majority  leader  (and  Ph.D. 
economist)  Dick.  Armey  (R-Tex.) 

■  "In  1989  we  had  essentially  no  com- 


Gordon  Tullock, 
economics  misfit 
An  intellectual 
pioneer  and 
a  connoisseur 
of  rejection. 


pliance  function.  Then  we  hired  our 
first  compliance  officer.  He  hired  a 
staff  of  half  a  dozen.  The  whole  focus 
changed  from  building  the  business  to 
papering  the  files.  Of  course,  when 
there  was  a  [Securities  &  Exchange 
Commission]  audit,  he  was  a  local 
hero.  But  it  was  of  no  benefit  to  the 
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clients.  We  never  had  any  intent  to 
deceive  them.  And  if  we  had,  we  could 
still  have  done  it.  He  [the  compliance 
manager]  became  a  partner.  I  left. " 

-Disgruntled  Wall  Street 
money  manager 

■  "I  signed  the  Family  Leave  Act;  it 
was  my  very  first  bill.  And  Pm  proud 
of  it  because  it  symbolizes  what  I  think 
we  ought  to  be  doing.  .  .  .  [It]  has  let 
12  million  families  take  a  little  time 
off  for  the  birth  of  a  child  or  a  family 
illness  without  losing  their  job.  ...  7 
never  go  anywhere,  it  seems  like,  where 
I  don't  meet  somebody  who's  benefited 
from  the  Family  Leave  Law.  In 
Longview,  Tex.  the  other  day  I  met  a 
woman  who  was  almost  in  tears 
because  she  had  been  able  to  keep  her 


job  while  spending  time  with  her  hus- 
band, who  had  cancer. 

-Bill  Clinton,  in  second 
presidential  debate,  Oct.  16,  1996 

Answer:  They  all  involve  what 
economists  call  "rent-seeking" — the 
use  of  political  or  institutional 
power  to  extract  "rent"  (essentially, 
unavoidable  payments)  from  the  rest 
of  the  economy. 

("Rent-seeking — it's  a  terrible 
name,"  says  economist  David  Hen- 
derson of  the  Naval  Postgraduate 
School  in  Monterey,  Calif.  Hender- 
son speculates  that  the  name's  repel- 
lent clunkiness  may  have  delayed  gen- 
eral recognition  that  rent-seeking, 
parasitic  and  pervasive,  is  a  funda- 
mental  economic   reality  in  the 


modern  world.  His  suggestion:  "priv- 
ilege-seeking." Hey,  these  are  econo- 
mists, not  poets.) 

Whatever  its  name,  this  is  howj 
rent-seeking  works: 
■  The  Washington  lobbyists  are 
public-sector  rent-seekers.  They  are 
being  paid  to  extract  rents  by  influ- 
encing legislation  on  behalf  of  their 
corporate  clients. 

And  they  succeed.  One  example 
from  Congressman  Armey's  collec- 
tion: Sugar  import  quotas  raise  the 
price  American  consumers  pay  for 
sweeteners  by  about  $1.4  billion 
annually.  This  benefits  a  remarkably 
small  number  of  sugar  producers  and 
processors.  One  family  alone,  the 
Fanjuls  of  Osceola  Farms,  Fla.,  earns 
an  estimated  $65  million  annually  in 


Rent  collectors 


Whither  China? 

Why  did  China,  long 
the  world's  most  advanced 
civilization,  stagnate? 

Gordon  Tullock's 
answers  are  typically  off- 
beat. "You  hear  about 
these  dynasties  in  China 
that  last  three  or  four  cen- 
turies," he  says.  "But  the 
overwhelming  majority 
lasted  only  around  50 
years.  The  prospect  is  that 
that  will  turn  out  to  be 
the  case  here." 

Tullock  gives  equal  odds 
to  three  scenarios  for 
China.  "Economic  growth 
and  liberalization  may 
continue — that's  not 
impossible,"  he  says.  "But 
it  is  quite  out  of  the  Chi- 
nese tradition.  Mencius 
[Confucius'  principal  disci- 
ple, 3rd  century  B.C.]  said 
the  government  should 
own  the  principal  indus- 
tries and  closely  control 
die  rest.  Even  now,  the  big 
companies  are  still  govern- 
ment run.  It  [the  govern- 
ment] apparently  doesn't 
dare  get  rid  of  them." 


The  Chinese  empire  dates  back  over  2,000  years, 
but  it  has  spent  quite  long  periods  divided. 


Linguistic  divisions 


Han  Chinese 

O  Mandarin  dialects 
C  Southern  dialects 


Minority  language 
groups  predominate 
over  much  of  China's 
area,  and  even  the 
two  Han  Chinese 
dialect  groups  are 
not  always  mutually 
comprehensible. 


;  •  Current  People's  Republic  of  China  ; 


Tullock's  second  alter- 
native: "It's  also  possible 
that  the  government  itself 
may  abandon  the  move  to 
free  enterprise,"  he  says. 
"China  may  come  under 
the  control  of  a  set  of  old- 
fashioned  Communists 
who  clamp  down  the  roof 
and  stagnate."  China  has 
.'■aJi  like  this  before, 
Kites:  The  Ming 


Dynasty  (1368-1644) 
turned  away  from  com- 
merce and  paper  money. 

Tullock's  third  and 
most  startling  scenario: 
China  might  simply  break 
up.  "The  area  has  had  a 
more  or  less  homogenous 
culture  for  about  2,000 
years  and  a  strong  central 
government  during  maybe 
1,500  of  them,"  he  says. 


"But  it  has  broken  up 
from  time  to  time.  The 
most  recent  case  was  in 
1911.  From  1911  to  1949 
there  was  never  any  real 
central  government  in 
China."  (Sec  maps.) 

Historic  China,  home- 
land of  the  Han  Chinese, 
is  only  about  half  the  area 
of  the  current  People's 
Republic,  Tullock  points 
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We  mean  business. 


Introducing  the  new  Toshiba  Tecra.  The  ultimate  portable  for  corporate  America. 

Ithere's  one  thing  we  know  how  to  do  well,  it's  raising  portable  industry  standards  to  new  levels.  Something 
j|e  couldn't  do  without  the  constant  challenge  of  not  only  meeting  your  needs,  but  surpassing  them, 
traducing  the  Tecra"  530CDT.  A  portable  packed  with  the  perfect  balance  of  performance,  portability  and 
kpandability.  Delivering  a  high-resolution  TFT  display,  large  storage  capacity  and  a  166MHz  Intel  Pentium® 
locessor  with  MMX"  technology.  All  wrapped  up  in  a  sleek  new  design.  The  Tecra  530CDT.  Expenence  the 
ptable  that  will  take  the  business  world  into  the  next  millennium.  When  you  do,  you'll  find  yourself  in  a  place 
Miere  staying  ahead  of  the  game  is  a  way  of  life.  With  one  clear  intention.  Always  Lead . 


■1  u 


sera  530CDT/520CDT 


lia  active-matrix  TFT  color  display 
k  768  resolution  (530CDT) 
600  resolution  (520CDT) 
Hz  Pentium*  processor  with 
™  technology,  256KB  L2  cache 
[lion  byte  (=2  02GB) 
vable  HDD 

i  high-speed  EDO  DRAM 
mdable  to  160MB) 


•  PCI  system-bus  architecture 

•  SelectBay,M  supports  CD-ROM,  floppy 
disk  drive,  optional  second  hard  dnve 
or  optional  second  Lithium  Ion  battery 

•  Modular  10X*  CD-ROM 

•  HiQVideo'M  PCI  graphics  controller 
with  2MB  video  memory 

(4Mbit  EDO  RAM) 

•  Universal  Sena!  Bus  (USB)  port 


•  MPEG  playback  through  either 
software  or  optional  ZV  Card 

•  16-bit  MIDI.  WAV  and  Sound  Blaster*  Pro 
compatible  with  stereo  speakers  and 
microphone 

•  Supports  two  Type  II  ot  one  Type  III 
16-bit  PC  Cards.  ZV  Cards  or  32-bit 
CardBus  Cards 

•  Built-in  cellular-ready  33  6Kbps,  V  34 
voice/data/ fax  modem 


•  Fast  Infrared  (FIR)  IrDA  compliant  port 

•  Lithium  Ion  battery 

•  Optional  Desk  Station  V  Plus  docking 
station  or  NoteDock™  II  Enhanced 
Port  Replicator 

•  Windows*  95 

•  3-year  limited  warranty 

•  Toll-free  technical  support  -  7  days 
a  week,  24  hours  a  day 


For  more  information,  visit  http://computers.toshiba.com,  or  call  1-800-457-7777. 


In  Touch  with  Tomorrow 

TOSHIBA 


ID        k     A  F0 


CUSTOMIZED  CONFIGURATION 

With  the  SelectBay,™  configure  your 
system  to  meet  your  needs.  Swap  out  your 
10X*  CD-ROM  with  a  floppy  disk  dnve, 
optional  second  2GB  hard  dnve  or 
optional  second  Lithium  Ion  battery. 


pentium® 

ULTIMATE  PERFORMANCE 

Expenence  accelerated  multimedia 
applications  with  MMX™  technology, 
32-bit  PCI  architecture  and  32MB 
of  memory,  standard 


EXPANDABILITY 

With  out  one-touch  hot  docking  solution, 
you  get  additional  slots  (or  PC  Cards,  PCI 
and  ISA  Cards  and  stereo  speakers 
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■ 


artificial  profits  because  its  lobbyists 
have  persuaded  Congress  to  make  it 
possible  for  the  family  to  sell  sugar  at 
more  than  its  natural  market  price. 

■  The  empire-building  Wall  Street 
compliance  bureaucrat  is  a  private- 
sector  rent-seeker.  He  is  diverting 
profits  earned  by  the  firm's  produc- 
tive activities  to  himself  and  his 
empire. 

Note,  though,  diat  he  is  able  to  do 
so  because  of  a  sort  of  tacit  alliance 
with  the  public-sector  regulators. 
They  make  his  job  necessary. 

■  The  First  Rent-Seeker  was  congrat- 
ulating himself  on  a  newly  popular 
subcategory  of  rent-seeking:  so-called 
mandated  benefits.  The  government 


<cWe  never  had  any  intent 
to  deceive  them.  And  if  we 
had,  we  could  still  have 
done  it." 

uses  political  power  to  extract  rents 
from  the  general  public.  Then  it 
directs  them  to  favored  constituen- 
cies. The  numbers  can  be  very  large: 
The  Society  for  Human  Resource 
Management  estimated  in  1989  that 
the  Family  Leave  Act — no  matter 
how  nice  a  thought — would  still  cost 
nearly  $440  million  a  year. 

The  government  is  still  in  effect 
buying  votes  with  other  people's 
money.  But  rent-seeking — in  this  case 


rent-giving — tactfully  avoids  the  need 
to  raise  the  money  first  through  tax- 
ation, which  often  causes  such  dis- 
tress. Employers  and,  ultimately,  all 
consumers  pay.  A  (relatively  small) 
class  of  employees  benefit.  Plus,  of 
course,  the  politicians.  They  can  crow 
about  how  "caring"  they  are. 

Rent-seeking  matters — a  lot.  Its 
cost  to  society  is  not  just  the  rents 
transferred  but  also  "rent- avoid- 
ance "—resources  expended  in  trying 
to  repel  efforts  to  extract  rents,  for 
example,  by  hiring  your  own  lobby- 
ists. As  Gretchen  Morgenson  showed 
in  our  last  issue  (Sept.  8),  any  business 
that  neglects  to  hire  a  lobbyist  is 
likely  to  become  a  victim  of  other 
rent-seekers  who  do  have  lobbyists. 

Surprisingly,  however,  the  realiza- 


out.  Outlying  areas  like 
Manchuria,  Inner  Mongo- 
lia, Xinjiang  and  Tibet 
were  added  by  imperial 
conquest.  Their  ethnic 
minority  populations  have 
a  long  history  of  periodic 
revolt.  Even  Taiwan,  now 
the  base  of  the  Nationalist 
Republic  of  China,  was 
seized  by  the  Chinese 
only  in  1662,  decades 
after  the  Pilgrims  arrived 
in  Massachusetts. 

But  Tullock  also 
notes — in  an  observation 
confirmed  by  modern 
genetic  research — that 
"the  southern  Chinese 
and  the  northern  Chinese 
are  quite  different.  You 
can  tell  them  apart.  The 
southern  Chinese"  are 
shorter.  There's  a  substan- 
tial Turkic  element  [from 
repeated  barbarian  inva- 
sions] in  northern  China." 

Which  could  matter — at 
a  time  when  the  level  of 
economic  develop i n c  1 1 
in  China's  southern 
coastal  provinces  is  rapidly 
diverging  from  that  <  >f  the 
interior. 

Most  American  China - 


Era  of  Warring  States 
(475-221  B.C.) 


O  New  areas  conquered  by 
Qin  after  unification. 


Maximum  extent  of  the  Qin 
dynasty  after  unification. 


\ 


watchers  don't  see  a 
breakup  on  their  radar 

:n.  But  Tullock  is  used 
to  being  in  a  minority. 
"When  I  got  to  China 
1948],"  he  says, 
"there  were  only  two  offi- 
Isii    he  U.S.  consulate 


who  were  not  pro-Com- 
munist, myself  and  the 
commercial  attache. 
Everyone — not  just  State 
Department  officials,  but 
missionaries,  business- 
men— was  so  antagonistic 
to  the  Nationalists  that 


Chinese  civilization 
began  in  the  Yellow 
River  valley,  but  then 
fragmented  until  it 
was  finally  reunited 
and  extended  by  the 
Qin  kingdom. 


they  more  or  less  thought 
anyone  would  be  better." 
This  expatriate  antago- 
nism, he  believes, 
stemmed  from  a  funda- 
mental naivete  about 
Asia's  different,  sometimes 
distressing,  moral  code. 
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tion  that  rent-seeking  exists  dawned 
on  economists  only  quite  recently. 
Too  bad,  because  it's  a  valuable  con- 
cept that  helps  us  understand  what 
the  politicians  are  doing  to  us  when 
they  say  they  feel  our  pain  and  offer 
to  assuage  it. 

The  father  of  the  rent-seeking  con- 
cept is  Gordon  Tullock,  a  quizzical, 
quirky,  somewhat  owlish  75-year-old 
professor  of  economics  and  political 
science  at  the  University  of  Arizona 
in  Tucson.  Tullock  was  long  associat- 
ed with  Nobel  economics  laureate 
James  M.  Buchanan,  now  at  Vir- 
ginia's George  Mason  University,  in 
the  development  of  what  is  now 
called  "Public  Choice  Theory,"  the 
application  of  economic  analysis  to 
political  and  governmental  action. 


Tullock  was  not  formally 
trained  as  an  economist,  and 
he  says  that's  why  he  under- 
stands economics  so  well. 

Many  observers  were  surprised  that 
Tullock  was  not  included  in  the 
Nobel  Prize  Buchanan  received  in 
1986.  The  omission  was  particularly 
striking  since  Buchanan  and  Tullock 
had  actually  coauthored  the  classic 
public  choice  text,  The  Calculus  of 
Consent  (19 '62).  Speculation  contin- 
ues that  Tullock  will  eventually  win  a 
separate  Nobel  Prize  for  his  work  on 
rent-seeking.  In  January  1998  he  will 
be  made  a  Distinguished  Fellow  of 


the  American  Economics  Association. 
("A  plaque — no  money,"  he  says.) 

Tullock  was  not  trained  as  an  econ- 
omist— and  beneficially,  he  argues 
with  characteristic  wryness.  This,  he 
argues,  is  an  advantage  in  under- 
standing economics.  (He  compares 
the  economics  profession's  current 
preference  for  abstract  mathematics 
to  the  drift  from  science  to  theology 
in  classical  Alexandria — and  suggests 
that  its  function  is  merely  to  avoid 
political  conflicts  with  noneconomists 
in  the  faculty  lounge.)  In  1947,  after 
three  years'  wartime  service  as  an 
infantryman,  Tullock  took  a  J.D. 
degree  in  a  University  of  Chicago 
Law  School  accelerated  program.  He 
has  no  bachelor's  degree  because,  in 
a  decision  possibly  reflecting  his  Scot- 


Tullock  argues  that  the 
U.S.  arms  embargo 
imposed  on  the  National- 
ists to  force  them  to 
"negotiate"  after  their 
great  1947  victory  at 
Siping  in  Manchuria  ("but 
the  embargo  was  main- 
tained even  when  it 
turned  out  that  the  Com- 
munists were  the  ones 
who  wouldn't  negotiate") 
ultimately  ensured  the 
Communist  victory. 
Oddly,  much  the  same 
happened  in  Vietnam 
nearly  three  decades  later. 

"I  was  inclined  to  think 
we  could  have  supported 
[  Nationalist  leader] 
Chiang  Kai-shek.  And 
what  happened  in  China 
was  so  very  bad  that  it's 
hard  to  argue  it  wouldn't 
have  been  better,"  Tullock 
says.  He  cites  estimates 
that  35  million  Chinese 
were  exterminated  in 
1950-56  by  the  Commu- 
nists after  their  victory. 
"And  that's  not  courting 
the  only  nationv,  i  ■ 
famine  China  has  . 
[caused  by  Mao's  Gi 
Leap  Forward  can  ;\.. 
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which  the  Chinese 
themselves  say  cost  1 5 
million  to  20  million  lives. 
Because  that  was  an 
accident." 

Why  did  China  stag- 
nate? Tullock's  short 
answer:  "The  overwhelm  - 


Three  Kingdoms 
(a.d.  220-280) 


ing  civil  service  dominated 
the  whole  place."  These 
"mandarins" — from  the 
Portuguese  word  for 
"those  who  order" — can 
be  traced  back  to  early 
China,  but  were  recruited 
by  competitive  examina- 


f"\... 


tion  in  a  remarkably 
modern  fashion.  The 
mandarin  system  was  per- 
fected and  reached  the 
peak  of  its  power  in  the 
last  imperial  dynasties  of 
Ming  and  Qing  ( 1644- 
1911). 


After  the  long-lived 
Han  dynasty,  China 
split  into  three  parts 
for  most  of  the  3rd 
century  and  was  not 
fully  reunited  for  300 
years. 
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tish  heritage,  he  declined  to  pay  the 
required  $5  fee. 

Tullock  then  joined  the  State 
Department  and  was  posted  to  the 
Chinese  city  of  Tianjin.  He  observed 
the  city's  fall  to  the  Communists  in 
1949  and  began  his  study  of  mone- 
,    tary  cycles  amid  the  disastrous  infla- 
i    tion   accompanying   the  Chinese 
•    Nationalist  collapse.  Thereafter,  he 
i   was  seconded  to  Yale  and  Cornell  for 
d    three  academic  years  to  study  Chi- 
nese. He  notes  gleefully  that  by  read- 
ing Austrian  economist  Ludwig  von 
r     Mises'  Human  Action  in  his  spare 
I  i    time  during  this  period,  he  found 
himself  in  key  respects  better  pre- 
t  :  pared  technically  than  an  economics 
: 1    Ph.D.  contemporary. 

It  is  universally  agreed  that  Tullock 


does  not  have  a  diplomat's  tempera- 
ment. He  eventually  resigned  from 
the  State  Department.  In  1959,  while 
a  post-doctoral  fellow  at  the  Univer- 
sity of  Virginia's  economics  depart- 
ment, he  began  working  with 
Buchanan  on  what  became  The  Cal- 
culus of  Consent. 

In  1987  Tullock  moved  to  his 
present  post  in  Arizona.  A  lifelong 
bachelor,  he  spends  holidays  with  his 
sister's  family  in  Iowa.  In  an  unusual 
departure  for  an  academic  economist, 
he  is  a  major  stockholder  ("best 
investment  I  ever  made")  and  long- 
time director  of  the  family's  Dodger 
Co.,  a  small  Iowa- based  firm  that 
makes  sports  clothing,  and  its  Whink, 
Inc.,  which  makes  industrial  cleaners. 
He  says  this  experience  contributed 


greatly  to  his  education  in  economics. 

Tullock's  stint  in  China  was  crucial 
to  his  rent-seeking  insight:  "See,  you 
go  into  these  cultures  where  people 
have  produced  just  immense  cultural 
achievements  but  are  living  in  bitter 
poverty,  and  you  discover  very  quick- 
ly they  have  a  dominant  government 
and  the  government  is  corrupt.  Con- 
ventionally, economists  have  argued 
that  a  corrupt  government  doesn't 
really  cost  anything  because  the  man 
who  receives  the  bribe  gains  what  the 
man  who  pays  the  bribe  loses.  Well, 
you  can't  really  believe  that  if  you're 
in  China." 

Similarly,  Tullock  points  out,  China 
provided  the  evidence  for  a  key  early 
effort  by  Anne  Krueger — now  an 
economics  professor  at  Stanford  Uni- 


Characteristically  differ- 
ing with  most  sinologists, 
Tullock  thinks  the  man- 
darins "were  not  all  bad — 
like  rule  by  college  profes- 
sors. Of  course,  they  were 
no  good  at  war,  so  they 
kept  getting  conquered  by 


barbarians."  But  eventual- 
ly, Tullock  says,  the  man- 
darins became  a  classic 
rent-seeking  elite. 

"The  perception  that 
China  was  stagnant  is  a 
19th-  and  early  20th-cen- 
tury point  of  view,"  Tul- 


lock points  out.  Previous- 
ly, he  says,  China  was  seen 
to  be  the  world's  most 
advanced  civilization. 
Recent  research  shows  a 
continuous  history  of 
technological  develop- 
ment. True,  the  great 


expeditions  of  Admiral 
Zheng  He  to  Arabia  and 
Africa  (in  1405-33)  were 
deliberately  never  fol- 
lowed up.  However  Tul- 
lock argues  that  Norwe- 
gian restrictions  on 
Icelandic  shipbuilding, 


Five  Dynasties, 
Ten  Kingdoms 
(a.d.  907-960) 


Southern  Song  (1127-1279)  f 


Shazhou 


After  a  period 
of  unity  under  the 
Tang  dynasty,  China 
lost  much  territory 
and  split  again. 


After  the  long-lived 
Song  dynasty  was  overrun 
by  barbarians,  a  southern 
Song  rump  state  remained 
independent  for  most 
of  the  12th  and  13th 
centuries,  until  it  was  con- 
quered by  the  Mongols. 
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versity — to  quantify  his  insight. 
(Krucgcr  must  also  take  the  blame  for 
coining  the  term  "rent-seeking.") 
Krueger  had  estimated  that  the  cost 
to  Turkey  and  India  of  the  bribes 
necessary  to  get  around  their  various 
regulations  amounted  to  7%  to  15% 
of  GNP.  This  cost  was  not  simply  the 
expense  of  the  bribe,  but  also  the 
resources  wasted  by  individuals  in 
acquiring  otherwise  useless  creden- 
tials and  intriguing  for  appointments 
in  the  appropriate  government 
bureaucracy. 

Every  major  economics  journal 
rejected  "The  Welfare  Costs  of  Tariffs, 
Monopolies  and  Theft,"  Tullock's 
original  article  on  rent-seeking.  It  was 
finally  published  three  years  later,  in 
1967,  in  the  Western  Economic  Jour- 


Every  major  economics 
journal  rejected 
his  pioneering  work. 

nal,  then  new  and  little-read. 

As  an  intellectual  pioneer,  Tullock 
is  a  connoisseur  of  such  rejections. 
(He  began  his  1980  presidential 
address  to  the  Southern  Economics 
Association  by  celebrating  the  fact 
that  the  association's  journal  would 
be  compelled  to  publish  it,  after  years 
of  rejecting  his  submissions.)  He 
savors  the  irony  that  because  a  stan- 
dard textbook  quickly  picked  up  his 
rent-seeking  concept,  "there  was  a 
period  when  a  lot  of  brand-new  ele- 


mentary [economics]  students  knew 
about  it  and  no  one  else  did." 

Tullock's  serene  but  somber  con- 
clusions on  the  inefficient  nature  of 
the  intellectual  market:  "The  safe 
article  for  the  young  academic  is  one 
that  makes  a  short,  sound  step  for- 
ward in  a  well-established  direction." 

Sounds  like  good  advice. 

But  it's  advice  that  Tullock  him- 
self—author of  15  books  (the  six- 
teenth, On  Voting:  An  Introduction 
to  Public  Choice,  due  January  1998) 
and  over  150  papers,  on  subjects 
ranging  from  game  theory  to  "The 
Coal  Tit  As  Careful  Shopper,"  part  of 
his  little-known,  but  highly  respect- 
ed, contribution  to  biological 
theory — has  somehow  never  quite 
gotten  around  to  taking.  WM 


imposed  to  maintain  polit- 
ical control,  similarly  pre- 
vented exploitation  of  the 
Viking  discoveries  in 
North  America. 

"But  I  question 
whether  the  mandarins 
would  have  allowed  an 
industrial  revolution," 
Tullock  adds.  "That's  the 
real  question:  not  why  did 
China  stagnate,  but  why 
did  Europe  move  ahead?" 
He  speculates  that  lack  of 
central  control  in  Europe 
prevented  rent-seeking 
elites  from  suppressing 
innovation.  If  it  was 
repressed  in  one  small 
European  state,  it  simply 
sprang  up  in  another. 

If  China  regresses,  it 
may  have  company.  Tul- 
lock emphatically  does  not 
share  the  view  that  West- 
ern-style liberal,  democra- 
tic capitalism  has  tri- 
umphed for  good. 

"If  you  went  back  to 
the  Mediterranean  basin 
in  200  B.C.,"  he  says, 
"you'd  have  found 
rounded  by  city-stat  • 
which  depended  on  ,j 
.  .  .  the  Roman  republic 


Era  of  Unequal  Treaties 
(1842-1911) 


Outer  Mongolia 


Spheres  of  influence 

Russian 

British 
O  French 

Japanese 
O  German 


Carthage,  the  Greek  city- 
states.  Two  hundred  years 
later,  they  were  all  gone. 
Rome  had  become  an 
empire,  and  they'd  all 
been  absorbed.  And  if 
you'd  gone  back  to 
Europe  in  1400,  you'd 

found  free  cities  that 
v  '<  1 1*.  .  clt-governing,  and 
■    v.    ,  less  democratic. 


ian  (Jap.  1905) 
*  Weihaiwei  (Bnt.) 
•Qingdao  (Ger.) 


Kong  (Bnt. 

•  Guangzhouwan  (Fr.) 

( ;  I 


and  the  various  monar- 
chies had  parliaments.  .  .  . 
England  was  not  by  any 
means  the  only  one.  By 
the  18th  century  they 
were  almost  all  absolute 
monarchies." 

We've  become  accus- 
tomed to  thinking  that  the 
past  decade  has  witnessed 
the  final  triumph  of  demo- 


During  the  19th  century 
the  European  and  Japanese 
empires  compelled  the 
Manchu  dynasty  to  give 
them  extraterritorial  rights 
in  selected  Chinese  ports; 
they  then  established 
"spheres  of  influence'' 
throughout  China. 


cratic  capitalism — the 
"end  of  history."  Tullock 
is  not  so  sure.  With  one 
eye  perhaps  on  Washing- 
ton, D.C.'s  increasing  ten- 
dency to  regulate  our  lives 
and  personal  behavior,  the 
scholar  suggests  a  rent- 
seeking  mandarinate  could 
triumph.  It  could  even 
happen  here.      -P.B.  WM 


so 
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With  investors  all  too  willing  to  believe  in  investment 
miracles,  a  lot  more  technology  companies 
are  getting  financed  than  can  possibly  survive. 

Wretched  excess 
in  the  Valley 


By  Zina  Moukhciber 

Investors  have  a  distressing  tenden- 
cy to  pour  money  into  copycats — 
companies  that  look,  just  like  yester- 
day's big  winners.  Venture  capitalists 
and  underwriters  cater  to  this  weak- 
ness by  flooding  the  market  with 
startups  that  resemble  recent  winners. 
"People  will  look  back  on  this  period 
and  say,  'Oh  my  God,  why  did  we 
fund  so  many  of  these  companies?'" 
warns  venture  capitalist  Roger  Mc- 
Namee  of  Integral  Capital  Partners. 

According  to  VentureOne,  a 
research  firm  in  San  Francisco,  ven- 
ture funds  last  year  poured  a  record 
$6  billion  into  technology  compa- 
nies, a  61%  increase  over  1995.  The 
lucky  recipients  numbered  almost 
1,000.  Most  of  the  money  flowed 
into  two  areas:  computer  networking 
and  anything  with  the  word  Internet 
in  its  business  plan.  The  money  is  still 
flowing. 

The  media  feed  the  frenzy  with 
tales  of  how  networking  and  the 
Internet  are  changing  the  world.  The 
Internet,  which  had  only  a  few  users 
six  years  ago,  now  links  an  estimated 
82  million  computers,  with  more 
added  daily,  according  to  Dataquest. 
The  number  of  companies  forming 
intranets  is  also  on  the  rise.  It  seems 
smart  to  invest  in  computer  network- 
ing to  take  advantage  of  George 
Gilder's  Law  of  Telecosm,  which  says 
that  bandwidth,  the  amount  of  data 
that  can  be  rammed  through  a  com- 
munications line,  is  going  to  explode. 

As  dazzling  as  the  bandwidth 
growth  may  be,  revenue  growth  is 
another  matter,  and  it  is  revenues  that 
will  or  won't  pay  investors  back.  Just 
now  the  growth  in  the  number  of 
players  seems  to  have  gotten  well 


ahead  of  the  growth  in  the  markets. 
There  are  currently  more  than  a 
dozen  well-financed,  still-private  con- 
cerns putting  together  gigabit  Ether- 
nets. This  is  a  technology  that  speeds 
information  over  local  area  networks 
at  a  billion  bits  per  second.  Foundry 
Networks  makes  gigabit  Ethernet 
switches  and  routers,  Alteon  Net- 
works connects  servers  to  one  anoth- 
er, Gigalabs  links  switches,  and  so  on. 
But  in  the  end  all  attack  pretty  much 
the  same  bottlenecks,  and  the  chance 
is  remote  that  all  will  find  profitable 
niches. 

The  gigabit  Ethernet  companies 
are  commanding  hefty  valuations, 
considering  that  they  have  no  prod- 
ucts. Prominet  Corp.,  based  in  Marl- 
borough,   Mass.,    makes  gigabit 


switches.  This  past  January  it  com- 
pleted a  round  of  venture  financing 
that  valued  it  at  $45  million. 
Prominet  has  no  sales;  it  started  con- 
ducting tests  with  potential  cus- 
tomers only  last  month.  "Everyone's 
getting  all  excited,  and  the  hype  sur- 
rounding this  technology  is  unbeliev- 
able. Yet  the  standard  is  not  even  fin- 
ished," says  N.  Skip  MacAskill,  an 
analyst  with  Gartner  Group. 

Matrix  Partners,  which  has  invest- 
ed in  Prominet,  has  also  thrown 
money  into  Alteon  Networks  and 
Rapid  City  Communications.  The 


venture  capital  firm  scored  with  the 
third  company,  acquired  by  Bay  Net- 
works in  June.  But  what  about  the 
other  two?  Says  partner  Andrew  Ver- 
halen:  "There  are  too  many  startups 
in  this  area,  but  that's  what  happens 
when  there's  a  good  market  oppor- 
tunity. There's  a  lot  of  enthusiasm." 
Enthusiasm?  Sounds  like  overkill. 

There  are  tens  of  thousands  of 
Web  sites  vying  for  those  millions  of 
Internet  users.  With  the  stock  market 
booming,  many  Webizens  thirst  for 
stock  tips  and  investment  informa- 
tion. The  result  is  an  explosion  of 
financial  Web  sites. 

Many  of  these  have  backing  from 
venture  capitalists:  Researchmag.com 
(Trident  Capital,  Hambrecht  & 
Quist),  Multex  Systems  (Flatiron 
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S^lt  what  point  does  a  hotel 
voith  old  voorld  charm  just  become  old  '. 


A  hotel  having  a  reputation  that  dates  back  generations 
is  no  excuse  for  its  bathrooms  and  carpets  to  do  the  same.  That's  why 

travelers  from  all  over  the  world  are  finding  the  new  Trump 
International  Hotel  and  Tower  to  be  a  breath  of  fresh  air  in  New  York. 


TRUMP 
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ONE  CENTRAL   PARK  WEST 


EW   YORK'S   NEW   STANDARD   FOR   LUXURY   AND  PRIVACY. 


One  Central  Park  West.  New  York,  N  Y  10023  •  Phone  2 1  2-299- 1 000  •   Fax  2 1 2-299- 1 058 
For  reservations  call  1-800-323-7500  or  contact  your  travel  professional 


OVER  SEVEN 

everywhere;  at  home, 
audio  and  visual  cao 
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THERE.  Forget  about  that  old  floppy  drive.  Zip  drives  are 

nee.  In  fact,  they're  the  perfect  complement  to  the  enhanced 
:  c^nc.ogy-based  systems.  And  with  so  many  Zip  drives  out 

BECAUSE     IT'S     YOUR  STUFF." 


:  2p  and  "Because  its  You'  3 ■•if  are  trademarks  of  Iomega  Corporator!  MMX  is  a  trademark  o( 
ri  6s led  are  estimated  street  :\-fs.  Actual  prices  may  vary.  Zip  is  compattie  wtri  Wndoms*  93.  3.1. 

ernes  ftsfcr  jssig  tr>e  parafc'  port  TodeL 


NEW,  LOWER  PRIC 

Visit  your  local  retail  stc 
or  corporate  reseller, 
or  you  can  even  see  us 
www.iomega.com 


TONS  OF  STORAGE  SI 

Increase  your  storage  spac| 
100MB  at  a  time  for  as  lov 
$12.95  per  disk  after  reba| 

Perfect  for  storing 
and  running  your  whole  oftj 


COMPLETE  PORTABIl 

The  Zip^  drive  and  Zip  disk 
small,  lightweight,  and  rug 

Which  means  you  can  take 
home,  on  the  road,  or  anyw 
else  you  need  to  go. 


FAST,  EASY  BACKl 

Hooks  up  fast  to  your  PC  o 
And,  at  up  to  20  times  faste 
that  old  floppy  drive,  it's  c 
for  making  copies  of  everyt 
So  the  next  time  your  com 
spazzes  out,  you  won'1 


Iomega 


Partners,  Chase  Capital)  and  Money- 
Club. com  (Digital  Technology  Part- 
ners). There's  nothing  special  about 
those  financial  sites.  They  repackage 
information  and  offer  the  same  kind 
of  analytics. 

History,  at  least  financial  history, 
repeats  almost  predictably.  In  the 
early  1980s  venture  capitalists 
tripped  over  themselves  to  finance 
60-plus  companies  manufacturing 
hard-disk  drives.  No  one  doubted 
that  it  was  a  growth  industry.  Sales  of 
personal  computers  were  taking  off, 
and  computers  were  going  to  need 
lots  of  storage  capacity.  Then,  as 
now,  the  nascent  boom  was  irre- 
sistible to  venture  capitalists. 

In  1983  venture  firms  raised  $3.4 
billion,  mainly  for  technology  start- 
ups. That  was  four  times  the  amount 
raised  two  years  earlier.  Yes,  the  per- 
sonal computer  business  boomed, 
but  disk  drives  became  a  commodity. 
Of  the  60-some  outfits  financed  by 
venture  capitalists,  only  3  remain: 
Seagate,  Western  Digital  and  Quan- 
tum. "If  X  was  good,  then  2X  was 
better,"  recalls  Kichard  Kramlich,  a 
partner  at  New  Enterprise  Associates, 
a  venture  firm  in  Menlo  Park,  Calif, 
that  avoided  the  disk-drive  mania. 

In  1983  tech  stocks  crashed, 
eroding  almost  30%  from  Nasdaq. 
Venture  funds  suffered  their  own 
indigestion,  registering  dismal 
returns  in  1984  and  1985,  accord- 
ing to  Venture  Economics,  a  Boston 
research  firm. 

There's  little  doubt  that  the  com- 
puter and  the  Internet  and  intranets 
are  changing  the  world.  But  it's 
equally  sure  most  of  the  companies 
funded  to  cash  in  on  those  develop- 
ments will  fail.  Says  venture  capitalist 
James  Breyer,  at  San  Francisco's 
Accel  Partners:  "There  should  be  at 
most  two  to  three  companies  [in  each 
sector]." 

Ominous  sign:  In  the  past  two 
years  venture  capitalists  and  invest- 
ment bankers  have  been  pushing 
startups  out  of  the  nest  much  faster 
than  usual.  The  1996  crop  of  new 
issues  was  on  average  two  years 
younger  than  1995's  crop,  according 
to  VentureOne. 

Many  of  these  1996  deals  have 
already  had  the  air  taken  out  of  them. 
Two  big  losers:  on-line  database  ser- 


(Digital  Safe) 

Iomega  100MB  Zip" disks  give  you  the  capacity  to  protect  more. 
Learn  more  about  Iomega  Zip  drives  and  disks  at:  www.iomega.com/ZipIdeas 


vice  Infonautics  and  search  engine 
Infoseek,  which  now  trade  at  85%  and 
39%,  respectively,  off  their  initial  public 
offering  price.  Even  the  venture  capi- 
talists are  not  whole:  Infoseek  trades  at 
27%  off  its  price  in  its  last  round  of  pri- 
vate equity  financing,  while  Infonau- 
tics is  off  by  more  than  half. 

If  we  can  be  excused  a  certain 

Rearview  mirror  investing? 


$7 


degree  of  cynicism,  we  would  say  that 
venture  capitalists  are  so  flush  with 
money  they  are  lowering  their  thresh- 
olds, counting  on  the  public  market 
to  bail  them  out  of  their  mistakes.  To 
be  blunt  about  it,  a  fair  number  of 
companies  are  being  floated  for  no 
other  reason  than  to  meet  me -too 
demand  from  investors.  U 
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Venture  capital  investment  in  technology  companies*  (billions) 

Number  of  technology  companies  getting  venture  capital  financing 



1993 


1994 


1995  1996 

Source:  VentureOne  Corp. 


Technology 
did  well 
in  the 

recent  past, 
so  it's  hot  now. 
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Imagine  these 

3  minds  working 
together  as 

One. 

Nothing  generates  more  power  than  partnership. 


>r  over  a  hundred  years,  energy 
s  been  a  relationship  between 
pplier  and  buyer.  Between  the  grid 
pipeline,  and  those  who  connected  to  it. 
ell,  we're  about  to  change  all  that.  We're 
lergyOne.  Not  only  what  we  do  is  different, 
it  also  how  we  do  it.  By  joining  together 
obal  leaders  in  communications,  information 
id  energy  we'll  bring  you  products  and 


services  that  give  you  greater  control. 
=s?^  Peace  of  mind.  Simplicity.  Imagine 
advanced  security  systems  working 
through  your  existing  electrical  wiring,  that 
can  also  protect  against  fire,  flood  and  carbon 
monoxide.  We  can  make  it  happen.  Get  your 
energy  to  work  harder  for  you.  Call  your  local 
utility  and  tell  them,  "Make  EnergyOne  my 
energy  partner."  Or  call  us  at  1.888.663.3363. 


(EnergyOne) 


Energy  •  Communications  •  Informati 
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Whoever  won  the  UPS  strike,  a  lot  of  big  national 
truckers  came  out  behind  the  eight  ball. 

Terminally  ill 


By  David  S.  Fondiller 


Whether  the  Teamsters  or  ups 
won  the  recent  strike  is  a  matter  of 
debate.  There's  no  debate  about  what 
the  outcome  means  to  truckers  who 
haul  less-than-truckload  (ltl)  ship- 
ments. For  them  it's  one  more  piece 
of  bad  news. 

Early  next  year  the  Teamsters  nego- 
tiate with  the  so-called  big  four  LTL 
truckers — $2.4  billion  (sales)  Yellow 
Freight  System,  $2.5  billion  Roadway 
Express,  $2.2  billion  Consolidated 
Freightways  and  $1.1  billion  ABF 
Freight  System.  An  uninvited  guest  at 
the  table  will  be  the  concessions  UPS 
made  to  the  Teamsters.  That  package 
involved  a  15.5%  wage  increase,  to 
$23.05  an  hour,  and  a  50%  increase  in 
pensions,  to  $3,000  a  month,  for  UPS 
drivers  with  30  years  of  service. 

The  settlement  puts  the  pay  and 
pension  levels  of  ups  drivers  way 
above  LTL  drivers,  who  get  on  average 
$18  to  $19  an  hour  and  pensions  of 
$2,500  a  month.  LTL  drivers  will  want 
to  match  the  UPS  deal,  says  Bruce 
Johnson,  47,  a  burly  Teamster  busi- 
ness agent  in  Asheville,  N.C. 

But  can  the  big.  unionized  ltl 
truckers  afford  to  |  They  have  for 
years  been  \osv:<i  i  to  smaller, 

nonunion  carriers  <   johi  on 


Bruce  Johnson, 
Teamster 
business  agent 
and  former  driver 
A  business 
that's  burdened 
by  inflexible  work 
rules  and  a  glut 
of  trucks. 


remembers  his  years  as  a  driver  in 
North  Carolina.  Most  of  the  rigs  then 
belonged  to  a  handful  of  carriers — 
Yellow  Freight,  Roadway  Express  and 
his  old  employer,  Carolina  Freight. 
"Now  you  see  carriers  with  names  you 
never  heard  of  before — Amer- 
ican Freightways,  Con-Way,  and 
USFreightways,"  he  says. 

Unlike  many  industries  these  days, 
the  small-shipment  business  is  frag- 
menting. The  national  LTLs  use  a 
sprawling,  cosdy  network  of  hubs  and 

How  they  stack  up 


satellite  terminals  fed  by  vast  truck 
fleets.  It's  a  multi-step  process.  You 
pick  up  the  cargo,  then  deposit  it  in  a 
terminal.  Then  you  consolidate  ship- 
ments by  destination  and  reload. 

An  array  of  competitors  eliminates 
the  middle  step:  Truckload  carriers 
like  J.B.  Hunt  and  Schneider  Nation- 
al now  accept  shipments  as  small  as 
6,000  pounds  and  make  more  stops 
along  their  cross-country  treks.  LTL 
consolidators  like  Anaheim,  Calif- 
based  Bullet  Freight  Systems  (sales, 
$30  million)  pack  LTL  shipments  into 
truckload  quantities  and  ship  them 
across  the  country  by  truckload. 

Ground  parcel  and  air  freight  com- 
panies like  UPS  and  Federal  Express 
are  skimming  easily  handled  freight 
that  can  move  quickly  through  auto- 

The  "big  four" 


10% 


Average  operating  margin 
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Source:  Smith  Barney. 


The  next  trough  will  likely  be  dramati- 
cally lower  than  the  last  one. 


Company 

Revenues' 

Operating 

5-year 

5-year  return 

($mil) 

margin1 

growth  rate! 

on  capital' 

Unionized  national  LTLs 

ABF  Freight  System 

$1,105 

2.8% 

7.1% 

8.7% 

Consolidated  Freightways 

i  2,238 

0.9 

0.0 

-10.0 

Roadway  Express 

2,523 

2.2 

2.8  " 

16.6 

Yellow  Freight  System 

2,408 

2.5 

0.3 

7.7 

Nonunion  regional  LTLs 

AAA  Cooper  Transportation 

316 

:  10.3 

12.1 

40.0 

Estes  Express  Lines 

356 

;  13.2 

23.4 

29.1 

USF  Bestway 

121 

11.9 

6.1 

25.8 

Nonunion  interregional  LTLs 

American  Freightways 

794 

4.7 

29.8 

12.9 

Con-Way  Transportation 

!  1,374 

8.7 

15.1 

41.0 

Old  Dominion  Freight  Line 

308 

5.6 

13.4 

17.3 

•Forth*  12  months  ended  June  30.  'Excludes  special  charges.  'For  period  ended  Dec.  31, 1996.  'Operating 

icoms  o/er  shareholders'  equity  plus  long-term  debt. 

Sources  Con  ,  ^nation  Technical  Services'  Blue  Book  of  Trucking  Companies;  Alex.  Brown  &  Sons. 


Nonunion  small- 
shipment  truck- 
ers have  far  out- 
stripped the  big 
national  carriers 
in  revenue 
growth  and  return 
on  capital  over 
the  past  five 
years. 
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1  Wwim  mj  h  a/b-h  m , 


Lt  The  Hartford  we  believe  insurance  and  investments  should  help  you  look  forward  to  life,  not  just  protect  you 

K:ldo  happen* 

rom  it.  Our  products  are  designed  to  help  you  do  just  that.  We  offer  everything  from  homeowners  insurance  and 
nnuities  to  retirement  plans  and  mutual  funds,  to  help  you  plan  for  the  future.  For  more  information,  visit  us  at 

Lip  happ&m. 

Avw.thehartford.com  on  the  world  wide  web. 


The 
Hartford 


Life  Homeowners  Auto  Annuities  Mutual  Funds 


INVESTING  IN  ART 

The  Role  of  the  Art  Advisor 


Auguste  Rodin,  "The  Kiss",  Bronze,  Brown  Patina, 
Height:  73  cm  (28  X  inches),  signed  and  inscrihed  "F.  Barhedienne  Pans" 


For  the  past  twenty-five  years  we  have  advised  collectors  both  corporate 
and  private  as  well  as  museums  concerning  the  acquisition  of  late  19th,  early 
20th  century  French  and  American  Art.  We  appraise  existing  collections, 
make  recommendations  for  their  enhancement  and  expansion,  and  offer,  as 
well,  advice  on  trading  art  within  current  market  trends.  Where  there  is 
potential  for  growth  and  investment  opportunity,  we  initiate  new  areas  of 
collecting  and  for  any  and  all  acquisitions  provide  thorough  condition 
reports,  recommendations  for  framing,  and  when  required,  restoration.  We 
will  bid  tor  our  clients  at  auction  and  upon  the  acquisition  of  the  work, 
whether  purchased  at  auction  or  privately,  coordinate  all  related  transactions 
including  selective  financing,  insurance,  packing,  shipping,  installation,  etc. 
Our  clients,  whether  they  be  corporations,  pension  plans,  museums,  or 
private  collectors,  value  the  discretion  and  expertise  with  which  we  respect 
and  promote  their  collecting  interests.  If  you  are  a  collector  with  an  existing 
collection  who  is  looking  to  acquire  additional  works  of  art  or  deaccession 
important  art  objects,  we  would  like  to  hear  from  you. 

JOAN  MICHELMAN,  Ltd. 

By  Appointment  Only  New  York:  Monday  -  Friday  Tel:  (212)  535-4524  Fax:  (212)  517-6672 
Chicago:  Tel:  (312)  663-4344  Fax:  (312)  360-0501  •  5  Crossroads,  Alford,  MA  01230 


mated  sorting  facilities. 

Hundreds  of  independent  carriers 
and  dozens  of  nonunion  regional  and 
interregional  ltl  carriers  have  sprung 
up  to  steal  business  in  the  two-day 
regional  market.  Revenues  of 
nonunion  interregional — like  Amer- 
ican Freightways,  Con-Way  and  Old 
Dominion — have  grown  three  times 
as  fast  as  the  nationals  since  1985. 

Third-party  logistics  firms  (Forbes, 
Mar.  24)  are  also  skimming  business 
away  from  the  big  ltl  truckers.  "We 
generally  look  at  long-haul  ltl  as  the 
last  option,"  says  Thomas  Juedes, 
president  of  the  Hub  Group's  logis- 
tics arm. 

A  rising  tide  lifts  all  ships,  and  the 
prosperity  of  recent  years  produced 
good  numbers  in  the  past  year  for  the 
ltl  carriers.  But  other  signs  are  omi- 
nous. Operating  margins  of  the 
national  ltls  have  fallen  over  the  last 
decade,  to  1%  to  3%  from  7%  to  9%. 
The  decline  has  been  in  a  wave  pat- 
tern (see  chart,  p.  88),  with  each  peak 
lower  than  the  last.  Margins  are 
improving  right  now,  but  the  next 
trough  will  likely  be  lower  than  the 
last,  says  Smith  Barney  trucking  ana- 
lyst Thano  Hasiotis. 

The  real  killer  for  the  big  four  car- 
riers: pricey  Teamster  compensation 
and  inflexible  work  rules.  Union  long- 
distance drivers  are  forbidden  to  load 
and  unload  within  75  miles  of  a  satel- 
lite terminal.  If  the  terminal  is  short 
on  dock  workers,  the  cargo  sits. 

Three  years  ago  the  Teamsters  led  a 
24-day  strike  that  produced  a  surge  of 
business  for  nonunion  truckers. 

The  nationals  are  trying  hard  to 
adapt.  Roadway  Express  has  shut  1 75 
of  its  586  terminals  since  early  1995 
and  plans  to  close  7  more  this  year. 
Yellow  Freight  uses  proprietary  soft- 
ware to  analyze  freight  movement  and 
route  shipments  more  efficiently.  But 
further  cost  savings  will  be  hard  to 
come  by,  and  a  tough  new  union  con- 
tract could  cost  dearly.  In  the  next 
economic  downturn  a  lot  of  big 
truckers  will  be  vulnerable. 

But  the  truckers  can't  count  on 
too  much  union  sympathy.  "Every- 
body wants  to  stay  in  business,"  says 
Bruce  Johnson.  "But  there  are  just 
too  many  trucks  out  there."  (For 
vital  statistics  on  how  the  trucking 
companies  stack  up,  see  p.  88.)  H 
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Intersection  of  Hamilton  £?  Cowper,  Palo  Alto,  California. 


The  more  employees  who  telecommute, 

the  closer  to  the  building*  you  get  to  park. 


Think  about  it. 

There  are  26  million  cars  in  California.  Most  go  to 
work  every  day.  But  what  if  the  people  driving 
them  had  ISDN  lines  at  home?  What  if  they  were 
hooked  into  their  company  LAN,  making  real-time 
communication  possible?  They  could  access  data  from 
their  kitchens  as  fast  as  they  can  from  the  office. 
Download,  fax  and  talk  on  the  phone  simultaneously. 
They  could  do  as  much  work  at  home  as  at  the  office. 
Pacific  Bell  can  help  your  company  coordinate  and 
implement  a  remote  access  program,  whether  you 
have  10  employees  or  10,000.  For  a  free  telecommuting 
brochure,  call  us  at  1- 8 8 8 -3 27- 8 72 5  ext.  362. 


PACIFIC  S3  BELL 

www.pacbell.com 


r  thei 

4 bur  finance  department 
deals  with  all  the  paperwork. 
Unfortunately  the  finance 

department  is  also  mel 

solution 


The  IBM  No  More  Paperwork  Solutions. 

Nobody  sets  up  a  business  because 
they  like  doing  paperwork.  All  too 
often  being  your  own  boss  means  long 
hours  spent  shuffling  forms  instead 
of  chasing  dreams. 

IBM  accounting  solutions  can  automate 
tasks  from  accounts  receivable  and 
payable  to  inventory  management. 
The  result?  A  clear  picture  oj  your 
overall  cash  flow  and  improved  cash 
management,  ind  they  run  on  the  most 
popular  operating  systems  out  there.  So 
you  can  get  down  to  business,  without 
disrupting  business.  He  can  also  help 


finance  your  acquisition  with  flexible 
and  attractive  leases. 
Buy  any  IBM  accounting  solution 
and  get  a  Dun  &  Bradstreet  "Business 
Solution  in  a  Box  "' (a  $2,500  value, 
absolutely  free*). 

Call  IBM  at  1  888 IBM-2992,  ext.  1092, 
and  we'll  send  you  a  free  "Guide  to 
Doing  Business  on  the  Internet." 
Well  also  put  you  in  touch  with  an 
IBM  Business  Partner,"  an  independent 
expert  who  can  provide  you  with 
accounting  solutions  best  suited  to  your 
business.  For  more  information,  visit 
us  at  www.businesscenter.ibm.com 


Solutions  for  a  small  planet" 


lin  the  United  Slates  and/or  other  countries  Business  Solution  in  a  Box  is  a  trademark  of  Dun  &  Bradstreet.  Inc  ©  1997  IBM  Corp  All  rights  reserved 


'TTou're  not 
beaten  until 
you  quit" 


How's  THIS  for  a  hard-luck 
story  with  a  happy  ending? 
A  decade  ago  John  Lee 
had  a  startup  with  588  liq- 
uefied petroleum  railcars 
under  lease  and  monthly 
revenues  of  $1.5  million. 
The  self-made  engineer 
had  a  good  business. 

Widiout  Lee's  knowl- 
edge or  permission,  Mi- 
tsubishi "borrowed"  one  of 
the  railcars.  A  series  of  mis- 
steps in  loading  die  car 
triggered  an  explosion, 
killing  a  worker  in  Texas 
City,  Tex.  His  widow  sued, 
naming  Lee  as  one  of  seven 
defendants.  The  other  de- 
fendants, including  Mi- 
tsubishi, effectively  tried  to 
place  all  the  blame  on  Lee's 
company.  Beset  with  legal 


bills,  Lee  and  his  company 
fell  on  hard  times.  Over  $2 
million  in  debt,  he  got 
divorced,  had  his  home 
foreclosed.  He  stayed  alive 
selling  advertising. 

Eventually,  after  the 
widow  settled  her  case,  Lee 
got  his  day  in  court.  In 
December  1990  a  jury 
awarded  him  a  $16.7  mil- 
lion judgment  against  his 
codefendants  (later,  during 
their  appeal,  he  settled  with 
them  out  of  court  for  an 
undisclosed  sum). 

It  was  rough,  but  Lee  per- 
severed. "You're  not  beaten 
until  you  quit,"  he  says.  "As 
long  as  you  stay  in  the  game 
and  keep  going,  you  have  a 
chance  of  winning.  I  keep 
going."  G.B.  H 


Algebra  I  course  consists  of  over  50 
hours  of  TV-quality  video  clips  in 
which  a  presenter  meticulously 
covers  the  109  lessons.  The  entire 
program  is  contained  on  25  CD- 
ROMs.  You  can  see  why  teachers' 
unions  hate  the  idea. 

The  kids,  on  the  other  hand,  seem 


to  love  it.  Students  accumulate  "free 
time,"  based  on  lesson  mastery  and 
quiz  grades.  Students  can  use  this 
time  to  surf  the  Internet,  write  papers 
on  a  word  processor  or  play  comput- 
er games.  "I  barely  played  the 
games,"  recalls  Katasha  Taylor,  class 
of  1998.  "I  was  so  busy  trying  to 


move  to  the  next  [I  can  Learn]  CD." 

The  classroom  at  McDonogh  fairly 
crackled  with  excitement  when  a 
reporter  visited  last  February.  "I  got 
a  91!"  cried  Ceth  Watson,  class  of 
2000.  He  danced  around  and  ex- 
changed high-fives  with  a  few  of  his 
peers.  "I  got  a  91 !" 

"I've  had  people  say  to  me:  'Oh, 
you're  trying  to  replace  the  teacher,' " 
says  Dorelia  Harrison,  a  teacher  at 
the  school.  "No.  It  has  given  me 
more  time  to  do  individualized 
instruction,  and  a  lot  of  it." 

That  hasn't  stilled  criticism  from 
the  educational  establishment.  Under 
the  so-called  constructivist  model 
that's  all  the  rage  among  educational 
theorists,  traditional  instruction  on 
crunching  equations  is  giving  way  to 
exercises  that  are  supposed  to  help 
students  develop  an  "intuitive" 
understanding  of  math.  The  empha- 
sis is  on  learning  by  doing — gaining 
knowledge  from  hands-on  activities, 
often  done  in  groups. 

These  include  the  use  of  tactile 
objects  called  "manipulatives,"  such 
as  geometric  shapes  made  out  of  con- 
struction paper,  and  devices,  called 
graphing  calculators,  used  to  plot 
points  along  an  x/y  axis.  The  system 
is  evolutionary,  not  revolutionary, 
and  is  no  threat  to  teachers. 

Rather  than  fight  the  establish- 
ment, Lee  and  his  programmers  are 
putting  the  finishing  touches  on  a 
new  jazzed-up  version  of  I  CAN  Learn 
Algebra  I,  designed  to  comply  with 
constructivist  standards.  And  JRL 
Enterprises,  extending  its  product 
line,  has  introduced  I  CAN  Learn  soft- 
ware for  teaching  math  and  English 
to  fifth-  and  seventh -graders. 

Meanwhile,  the  competition  isn't 
standing  still.  Apple  Computer  has 
introduced  a  new  educational  tech- 
nology product,  the  eMate  300,  a 
handheld  device  designed  to  facilitate 
learning  in  a  variety  of  settings — in 
the  classroom,  at  home,  in  the  lab  or 
on  an  outdoor  field  trip.  And  closely 
held  Jostens  has  new  multimedia  soft- 
ware for  teaching  Algebra  I  and  II. 

Lee's  JRL  Enterprises  is  an  upstart, 
with  expected  sales  of  about  $10  mil- 
lion for  1997.  But  though  he  knows 
he  faces  tough  odds,  Lee  believes  in 
what  he  is  doing  and  has  no  thought 
of  throwing  in  the  towel.  HB 
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RAYMOND  WEIL 

GENEVE 


blaomingdale's 

to  order  1-800-777-4999 


For  a  brochure,  write  to:  Raymond  Weil.  Dept.  AD,  587  Fifth  Avenue,  New  York,  N.Y  10017 


Expansion  clasp 

SAKS 
FIFTH  AVENU 


With  deregulation  moving  ahead  in  Japan,  suddenly  there's  a  powerful  new  player 
on  the  world  telecommunications  scene:  Nippon  Telegraph  &  Telephone. 

This  gorilla 
wants  to  dance 


By  Neil  Weinberg 

If  telecommunications  companies 
were  animals,  Japan's  Nippon  Tele- 
graph &  Telephone  would  be  the 
600-pound  gorilla.  With  revenues 
last  year  of  $71  billion  and  a  stock 
market  capitalization  (even  in  today's 
depressed  Tokyo  market)  of  $150 
billion,  nearly  half  again  as  big  as 
AT&T  in  revenues,  NTT  ranks  as  the 
world's  largest  telecommunications 
company  by  far  (see  table,  p.  100). 

This  gorilla  is  not,  however,  in  tip- 
top shape.  As  one  might  expect  of  a 
monopoly,  it  has  put  on  lots  of  flab. 
NTT  nets  just  $8,550  per  employee, 
less  than  a  third  the  average  at  the 
U.S.  regional  Bell  operating  compa- 
nies. This  bespeaks  a  fair  amount  of 
overstaffing. 

If,  however,  you  are  optimistic 
about  Japan's  economic  future,  you 
will  take  this  gorilla  very  seriously. 
Jeffrey  Camp,  head  of  Morgan  Stan- 
ley Dean  Witter's  Asian  telecom 
group,  certainly  does.  Camp  consid- 
ers NTT  one  of  Asia's  most  promising 
telecom  companies  over  the  next  sev- 
eral years. 

For  most  of  its  45-year  existence 
NTT  owned  the  monopoly  on  local 
and  long  distance  telephone  service 
inside  Japan.  (Another  company, 
Kokusai  Denshin  Denwa,  KDD,  had 
the  monopoly  on  international  calls.) 
As  a  monopolist,  NTT  didn't  have  to 
worry  much  about  satisfying  its  cus- 
tomers or  introducing  new  services. 
Coddled  by  Japan's  Ministry  of  Posts 
&  Telecommunications,  its  goals 
were  more  political  than  capitalistic. 
This  began  to  change  in  1985,  when 
the  government  formally  privatized 
NTT  and  over  the  following  three 
years  sold  35%  of  its  equity  to  public 


Jun-ichiro  Miyazu,  president  of  Nippon  Telegraph  &  Telephone 

Trying  to  expand  the  world's  largest  phone  company  like  a  high-tech  startup. 


investors.  The  idea  was  to  follow  this 
privatization  with  deregulation, 
which  would  force  NTT  to  compete. 
But  stage  two  never  happened.  For  a 
decade  NTT  managers  used  every 
delaying  tactic  conceivable  to  limit 
the  inroads  of  new  rivals  and  to  frus- 
trate the  bureaucrats'  plan  to  break 
up  NTT,  a  la  AT&T. 

Reform  moves  slowly  in  Japan,  but 
as  Forbes  predicted  last  issue  (Sept. 
8),  it  is  surely  coming.  Finally,  in 
December,  NTT  managers  and  the 
Posts  &  Telecoms  ministry  struck  a 


deal.  NTT  would  not  be  broken  up, 
but  it  would  lose  its  virtual  monop- 
oly on  local  service  and  have  to  pro- 
vide other  carriers  easy  hook-ups  to 
its  network. 

In  short,  it  would  have  to  share  its 
habitat  with  other  gorillas.  KDD,  the 
old  international  call  monopolist, 
and,  with  AT&T,  a  founding  member 
of  World  Partners,  is  ringing  Japan 
with  an  undersea  fiber  optic  network. 
The  company  plans  to  use  that  new 
network  next  year  to  help  launch 
long  distance  service  in  Japan.  An 
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WHY  A  SOCCER  REFEREE  SHOULDN'T 
UMPIRE  A  BASEBALL  GAME 


Defining  the  Rules  of  the  New  Game 
for  the  Financial  Services  Industry 

The  regulatory  barriers  separating  banking  from  insurance  are  coming  down.  Bank  sales  of  life  insurance  and  annuity 
products  are  already  strong,  and  banks  are  starting  to  move  into  the  property-casualty  arena.  At  the  same  time,  insurers 
are  forming  a  variety  of  partnerships  with  agents,  banks,  and  savings  and  loans.  All  of  this  is  good  news  for  consumers, 
provided  that  the  insurance  and  banking  regulators  stick  to  refereeing  their  own  games. 


Dennis  Chookaszian 
Chairman  and  CEO,  CNA 


Financial  Institutions  Need 
to  Play  by  the  Same  Rules 

As  a  leading  player  in  the  insurance 
industry,  CNA  welcomes  the  new  entrants 
to  our  business.  We  believe  that  the  pres- 
ence ot  banks  and  other  financial  institu- 
tions in  the  insurance  marketplace  is 
leading  to  increased  competition  among 
providers  and  greater  consumer  choice. 
But,  as  new  players  enter  the  game,  we 
need  to  ensure  that  we  are  all  playing  by 
the  same  rules. 
The  insurance  industry's  rules  are  the 
state  insurance  regulations  and  its  umpires  are  the  state  insurance  regula- 
tors. The  best  way  to  ensure  that  we  all  play  by  the  same  rules  is  to  extend 
the  existing  state  insurance  regulations  to  cover  insurance  products  sold 
by  banks  and  other  financial  institutions  rather  than  to  create  new  rules  for 
the  sale  of  insurance  by  banks.  Just  as  it  doesn't  make  sense  for  a  soccer 
referee  to  umpire  a  baseball  game,  it  doesn't  make  sense  for  the  banking 
regulators  —  such  as  the  Office  of  the  Comptroller  of  the  Currency  —  to 
regulate  insurance  sales. 

State  insurance  laws  have  been  adopted  to  protect  the  public,  and  the 
need  for  those  laws  exists  regardless  of  whether  a  bank  or  a  traditional 
insurance  agency  is  selling  insurance.  Also,  if  federal  banking  regulators 
were  to  regulate  some  insurance  sales  and  the  state  insurance  regulators 


were  to  regulate  others,  a  patchwork  regulatory  system  would  develop.  IT 
could  create  incentives  for  insurance  providers  to  focus  on  obtaining  the 
most  favorable  regulation  instead  of  providing  the  best  product  and  price 

CNA  is  working  with  its  industry  associations  to  promote  the  state 
regulation  of  all  insurance  sales.  We  are  also  working  with  our  agents  and 
brokers  to  encourage  joint  ventures  between  insurance  carriers,  agents  ano 
brokers,  and  financial  institutions.  These  partnerships  will  give  independei 
agents  new  distribution  sources,  allow  banks  to  leverage  resources  and 
cement  customer  relationships,  give  insurers  access  to  new  and  under- 
served  markets,  and  provide  consumers  with  innovative  products  and 
convenient  purchase  options. 

Banks  Create  a  Bigger  Pie  for  Everyone 

In  its  10  years  as  the  nation's  leading 
trade  association  supporting  financial 
institutions  in  the  insurance  business, 
the  FIIA  has  worked  to  expand  opportu- 
nities for  its  members,  and  to  ensure  thi 
they  conduct  their  insurance  business 
according  to  the  same  rules  and  regula- 
tions adhered  to  by  independent  agents 
The  system  isn't  broken,  so  why  try  to 
fix  it?  By  bringing  financial  institutions 
into  the  distribution  network,  the  pie  jus 
gets  bigger. 


Richard  Stan.  Chairman 
Financial  Institutions 
Insurance  Association 
Corte  Madera,  Calif. 


A  series  on  important  public  policy  issues 
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Consumers  continue  to  regard  banks  as  their  most  trusted  financial  insti- 
Jtions,  and  many  consumers  who  would  otherwise  remain  uninsured  have 
3und  that  their  financial  institutions  can,  where  permitted  by  law,  provide  a 
/ide  array  of  insurance  products  to  meet  their  needs, 
i  My  experience  with  independent  agents  across  the  country  is  that  they 
ire  looking  for  ways  to  expand  their  insurance  business  through  intelligent 
artnering  with  banks.  Together  with  carriers  that  can  accept  the  fact  that 
anks  are  an  additional  distribution  channel  that  can  enhance  the  viability  of 
le  entire  industry,  independent  agents  and  banks  can  significantly  expand 
le  realized  consumer  insurance  markets. 

This  is  an  exciting  time  to  be  on  the  forward  edge  of  a  dynamic  industry 
i  transition,  and  the  FIIA  is  looking  forward  to  making  true  financial 
"lodernization  a  reality.  We  are  absolutely  committed  to  giving  free-market 
ccess  to  all  American  insurance  consumers. 

Agency  Partners  With  Banks 

I  We've  been  working  with  banks  for  about  six  years.  We  started  out  helping 
janks  hook  up  with  providers  for  annuities  and  consequently  developed  rela- 
;  onships  with  about  30  banks.  In  the  past  three  years,  we've  moved  into  life 
jisurance  and  long-term  care  products,  and  we're  also  experimenting  with 

roperty-casualty  products  such  as  homeowners  and  auto. 
As  a  large  independent  agency  with  offices  in  Kentucky  and  Southern 
pdiana,  we've  been  at  the  forefront  of  bank  insurance  sales.  We've  devel- 
1  ped  many  innovative  programs  including  selling  through  banks'  own 

censed  agents,  setting  up  telemarketing  programs  with  banks  and  holding 


seminars  on  long-term  care  for  selected 
bank  customers. 

These  programs  are  just  the  tip  of  the 
iceberg.  Banks  will  be  a  part  of  the  insur- 
ance distribution  system  of  the  future. 
Banks  need  agents  and  agents  need  banks 
—  it's  win-win.  Banks  want  to  sell  insur- 
ance products  but  may  not  want  to  run  a 
full-fledged  insurance  operation.  We  have 
the  products  but  need  leads,  and  banks 
have  valuable  customer  lists. 
It's  also  win-win  for  the  consumer. 
Banks  give  consumers  convenience  and  security.  This  is  a  great  opportunity 
for  independent  insurance  agents  to  talk  to  their  local  banks  and  to  form 
partnerships  with  them.  In  the  future  we're  going  to  see  a  lot  more  joint 
ventures.  Banks  are  definitely  another  way  for  us  to  do  business. 


Danny  McMahan,  CEO 
Old  Colony  Insurance 
Services  of  Louisville 
Crestwood,  Ky. 


CNA 

For  AH  the  Commitments  You  Make 


CNA  is  one  of  the  leading  insurance  organizations  in  the  United  States.  Active  in  a  broad  line  ol  insur- 
ance business,  CNA  has  100  years  of  experience,  assets  of  $61  billion  and  stockholders' equity  of  $7. 1 
billion  as  of  December  31,  1996,  CNA  is  a  registered  service  mark  of  the  CNA  Financial  Corporation. 


A  Century  of  Commitment 


Biggest  of  the  bunch 
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($bil) 
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•  Nippon  Telegraph  &  Telephone  /Japan 

NTT 

$47.19 

$0.72 

66 

0.5% 

$150.2 

$71.0 

2.1 

182.0 

$390.1 

75.7% 

AT&T /US 

i  T 

40.06 

2.56 

16 

3.3 

65.1 

52.2 

1.2 

129.4 

403.3 

22.1 

Bell  Atlantic2 /US 

BEL 

75.13 

4.95 

15 

3.9 

57.8 

13.1 

4.4 

129.1 

101.3 

40.1 

•  Deutsche  Telekom  /Germany 

DT 

21.25 

1. 11 

19 

1.7 

56.4 

41.9 

1.3 

236.8 

177.0 

38.5 

SBC  Communications3  /US 

bb.44 

3.67 

15 

i.i 

bU.b 

Zo.b 

0  0 

i.i 

1  An  r\ 
1U9.0 

1 1  c  c 

21b. b 

42.0 

BellSouth  /US 

BLS 

45.63 

2.81 

16 

3.2 

45.3 

19.0 

2.4 

84.4 

225.6 

44.6 

GTE /US 

GTE 

44.88 

2.94 

15 

4.2 

42.9 

21.3 

2.0 

104.0 

205.2 

43.4 

•  British  Telecom4  /UK 

BTY 

65.81 

5.13 

13 

6.1 

41.8 

23.7 

1.8 

129.6 

182.8 

21.7 

•  Telebras  /Brazil 

TDD 
1  tin 

lOU./b 

10.28 

13 

1  A 
LA 

/in  a 

LiA 

0.0 

QQ  £ 
03.3 

1 00.6 

C  1  Q 

bl.o 

Ameritech  /US 

AIT 

64.13 

4.21 

15 

3.5 

35.2 

14.9 

2.4 

65.7 

227.0 

39.4 

•  Telecom  Italia  /Italy 

Tl 

58.88 

2.56 

23 

1.3 

33.8 

26.3 

1.3 

89.3 

294.1 

44.2 

•  Telefonica  /Spain 

TEF 

78.31 

4.90 

16 

2.4 

24.5 

15.8 

1.5 

92.1 

172.0 

;  56.3 

Sprint  /US 

FON 

47.50 

2.42 

20 

2.1 

20.5 

14.0 

1.5 

48.1 

292.0 

27.5 

MCI  Communications  /US 

MCIC 

28.56 

1.14 

25 

0.2 

19.8 

18.5 

1.1 

52.8  i 

350.3 

21.8 

U  S  West  Communications  Group  /US 

USW 

36.88 

2.58 

14 

5.8 

17.7 

10.1 

1.8 

49.4 

204.0 

44.7 

Prices  as  of  Aug.  27  in  U.S.  dollars.  •  Sponsored  American  Depositary  Receipt.  'Latest  fiscal  year.  2Pro  forma  figures  reflecting  Nynex  merger.  3Pro  forma  figures  reflecting  Pacific  Telesis 
merger.  4 British  Telecom  &  MCI  Communications  to  merge  into  Concert,  Pic.  Represents  earnings  before  interest,  taxes,  depreciation  and  amortization  as  a  percentage  of  sales. 


Sources:  Morgan  Stanley  Capital  International  via  OneSource  Information  Services;  IBES  Express;  Forbes. 


The  latest  craze  in  the  telecom  business  is  global  alliances  to  serve  global  customers.  Bucking  the  trend,  giant  NTT  figures 
it  can  pick  its  partners  locally  and  lease  capacity  to  fill  in  the  gaps. 


affiliate  of  giant  Tokyo  Electric 
Power  will  introduce  phone  service  in 
January  and  reportedly  plans  to 
undercut  ntt's  rates  by  up  to  28%. 

The  deal  also  allowed  NTT  to  enter 
the  international  market  for  the  first 
time,  but  NTT  has  scant  experience 
outside  Japan  and  must  play  catch-up 
(see  table,  p.  102). 

All  this  makes  life  extremely  inter- 
esting for  61 -year-old  Jun-ichiro 
Miyazu.  NTT  president  since  July 
1996,  he's  a  thickset,  self-assured 
engineer  who  still  looks  like  the 
rugby  player  he  once  was.  Like  all 
Japanese  executives,  Miyazu  is  a  good 
team  player,  but  unlike  many  he  also 
has  a  strong  individualistic  streak. 
Maybe  it  was  the  rugby. 

Interviewing  him  for  Forbes  was  a 
rather  refreshing  experience.  Miyazu 
did  not  demand  a  list  of  questions  in 
advance,  as  most  Japanese  brass  do. 
He  sat  for  us  alone,  unaccompanied 
by  the  usual  entourage,  in  ntt's  sleek 
new  $430  million  headquarters  near 
western  Tokyo's  Shinjuku  district. 

We  asked  Miyazu  whether  NTT 
could  maintain  its  share  of  the  Japa- 
nese local  and  long  distance  markets 
in  the  teeth  of  ferocious  competition. 
The  notion  amused  Miyazu.  He 
wasn't  thinking  market  share.  He  was 
thinking  market  growth.  He  figures 


that  with  competition  prices  will  fall, 
the  overall  market  will  increase,  and 
NTT,  with  one  of  Japan's  best-known 
brand  names,  will  make  more  money 
than  ever,  even  as  its  market  share 
drops  from  the  present  99%  of  local 
telephony  and  68%  of  domestic  long 
distance. 

He  has  a  good  point.  Deregulated 
just  three  years  ago,  Japan's  cellular 
telephone  business  has  exploded 
(Forbes,  Nov.  4,  1996).  ntt  has 
about  half  of  that  relatively  new 
market.  Its  wireless  communications 
subsidiaries  are  suddenly  an  $18-bil- 
lion-a-year  business  with  18.5  million 
subscribers. 

Thanks  largely  to  wireless  telepho- 
ny, ntt's  consolidated  revenues 
climbed  12%  last  fiscal  year  and  the 
operating  margin  rose  to  9%,  almost 
double  the  1994-95  level.  This  with 
Japan  in  a  mild  but  painful  recession. 

Despite  its  corporate  flab,  NTT 
does  not  lack  for  technological  sinew. 
As  early  as  1983  it  began  investing 
aggressively  in  high- bandwidth,  very 
high  speed  transmission  lines,  includ- 
ing integrated  services  digital  net- 
works (ISDN)  and  optical  fiber.  NTT's 
fully  digital  network  will  be  complet- 
ed later  this  year.  By  2010  it  expects 
to  be  able  to  offer  optical  fiber 
hookups  to  every  home  and  office  in 


Japan.  No  other  large  country  has 
plans  for  a  similar  national  network, 
certainly  not  the  U.S.  NTT  is  quickly 
positioning  itself  to  add  new  services, 
such  as  movies  and  music,  to  its  net- 
work's already  booming  trade  in  mul- 
timedia services,  especially  high-speed 
Internet  access. 

Counterattacking  overseas  is  going 
to  be  a  lot  tougher  than  defending 
the  home  turf.  NTT  would  be  a  real 
catch  for  one  of  the  global  telecom 
alliances  now  forming,  but  NTT  says 
it  is  determined  to  go  it  alone  in  the 
global  market.  "'All  the  tie-ups 
involving  AT&T,  British  Telecom,  MCI 
and  others  are  related  to  trying  to 
enter  the  local  U.S.  market,"  Miyazu 
explains.  "It  may  make  sense  for 
them,  but  we  have  plenty  to  keep  us 
busy  here  in  Asia." 

What  this  means,  simply,  is  that 
NTT  will  let  others  knock  themselves 
out  fighting  for  direct  footholds  in 
the  U.S.  or  European  markets.  It 
will  put  its  major  efforts  into  pene- 
trating Asia  while  getting  footholds 
in  the  Western  countries  by  follow- 
ing its  Japanese  customers  abroad. 
Suppose,  for  example,  that  Toyota 
Motor  signs  up  as  a  global  customer. 
NTT  would  handle  all  of  Toyota's 
domestic  Japanese  traffic,  and  in 
major  foreign  markets,  like  New 
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There  is  only  one  company  in  the  world  that  makes  advanced 
fighter  aircraft — and  also  makes  business  jets. 

This  is  the  Falcon  advantage.  It's  why  Falcons  are  known 
as  the  best  designed,  best  built,  best  flying  business  jets  at  the 
top  of  the  market.  Falcons  take  off  from  short  airstrips,  then 
easily  fly  long  missions.  You'll  even  save  on  operating  costs. 

For  information  about  the  four  Falcon  models, 
contact  John  Rosanvallon  in  the  U.S.  at  (201)  541-4600  or 
Jean-Claude  Bouxin  in  Paris  at  (331)  40-83-93-08. 


<41  DASSAULT 

S     FALCON  JET 

www.falconjet.com 


One  company.  One  contract.  Giving  you  complete  control  over  your  communication  expenj 

ng,  it's  cost]  .  Which  is  why  you  should  work  with  MCI.  For  everything.  Long  distance,  Interna) 
>1  over  wh         i're  spending  (one  bill  instead  of  dozens)  and  what  you're  saving  ( one  contract 


j.hblc  for  medium-large  businesses  with  local  service  over  MCI  facilities.  Not  available  in  all  areas.  Call  for  availability. 


ng  with  what  seems  like  hundreds  of  different  local  phone  companies 
fencing,  Data,  Cellular,  Internet  and  Local  phone  service.  Giving  you 
e  discounts).  So  you'll  always  know  just  where  you're  going. 


Is  this  a  great  time,  or  what?  :  -) 


■-?V 

MCI 


Can  a  book  change  your  life?  Andy  Grove's  1996  bestseller,  plus  some  ungentle 
prodding  from  Ryder's  board,  led  Anthony  Burns  to  shake  Ryder  System  to  its  core. 

Is  he  paranoid  enough? 


By  Peter  Spiegel 

Anthony  Burns  swears  by  Andy 
Grove's  management  text,  Only  the 
Paranoid  Survive. 

These  are  the  circumstances:  Ryder 
System,  a  great  brand  name  in  truck- 
ing— past  tense.  Ryder's  pretax  earn- 
ings on  continuing  operations  last 
year  were  at  the  same  level  as  in 
1986.  So  was  the  stock.  With  rev- 
enues of  $5.5  billion,  Ryder  is  five 
times  the  size  of  its  nearest  publicly 
owned  competitor,  Rollins  Truck 
Leasing,  but  Ryder's  operating  mar- 
gins last  year  were  less  than  half  of 
Rollins'. 

For  15  years  Chief  Executive  Burns 
has  struggled  to  turn  Ryder  around, 
and  now  he  thinks  Andy  Grove's 
book  has  shown  him  the  way.  He 
flips  to  a  page  he  has  memorized  and 
reads:  "if  existing  management  want 
to  keep  their  jobs  when  the  basics  of 
the  business  are  undergoing  pro- 
found change,  they  must  adopt  an 
outsider's  intellectual  objectivity." 

Burns  closes  the  book  and  says  to  a 
Forbes  reporter:  "I  taped  that  pas- 
sage onto  my  door  for  a  year." 

The  business  about  adopting  an 
outsider's  intellectual  objectivity  took 
some  doing.  Burns  finally  forced 
himself  to  sell  Ryder's  most  visible 
division,  the  consumer  rental  busi- 
ness, with  its  fleet  of  yellow  trucks. 
Sentimentally,  that  was  tough,  but  it 
brought  in  $575  million  in  cash, 
money  for  paying  down  debt  and 
repurchasing  stock.'T  sold  the  yellow 
truck,"  Burns  says  proudly.  "We  sold 
the  icon  of  the  company!" 

In  May,  Burns  announced  the  sale 
of  Ryder's  auto  carrier  division  for 
$175  million  in  cash  and  debt.  Good 
riddance,  says  Larry  Robbins,  a  part- 
ner in  Omega  Advisors,  which  holds 
more  than  1 .2  million  Ryder  shares: 
"The  division  had  three  customers  in 
a  highly  cyclical  industry  where  you 
had  no  pricing  power  ana  Teamster 
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labor.  I  could  not  describe  a  worse  set 
of  circumstances." 

Burns  is  ripping  Ryder  apart  and 
putting  it  back  together  in  different 
ways.  He  has  reduced  the  number  of 
models  of  trucks  offered  to  customers 
from  300  to  30.  Two  hundred  offices 
and  other  facilities  have  been  closed, 
2,000  employees— 10%  of  Ryder's 
nondriver  work  force — were  bought 


\ydei 


LEFT: 

Ryder's  chief 
executive, 
Tony  Burns 

BELOW: 

In  Waterloo,  Iowa 
a  forklift  makes 
its  way  through 
a  Ryder-run  ware- 
house, part  of  its 
logistics  operation 
for  John  Deere 
Says  Burns: 
"Every  day 
I  have  to  prove 
I  can  change." 


out  or  laid  off. 

The  moves  have  begun  to  pay  off. 
Pretax  margins  in  the  commercial 
leasing  business,  which  accounts  for 
over  half  of  all  revenues,  grew  from 
5.7%  in  the  second  quarter  of  1996 
to  7.8%  this  year.  Pretax  margins  at 
Ryder's  logistics  division,  which  runs 
shipping  and  distribution  operations 
for  other  companies  (Forbes,  Mar. 
24),  went  from  3.8%  to  4.9%. 

Edward  Straw,  a  retired  three-star 
admiral  and  onetime  head  of  Penta- 
gon logistics,  took  over  Ryder's  logis- 
tics division  this  summer.  It  promises 
to  be  Ryder's  most  important  growth 
area:  "There  are  industries  out  there 
that  haven't  yet  come  to  grips  with 
the  premise  that  it's  easier  to  take 
costs  out  of  the  supply  chain  than  out 
of  the  cost  of  manufacturing  the 
product,"  says  Straw,  who  is  deter- 
mined to  enlighten  the  unenlight- 
ened. The  division  contributed  $646 
million  in  revenues  in  1994,  and  that 
number  is  expected  to  more  than 
double  by  the  end  of  this  year,  to 
$1.4  billion.  Among  Ryder's  logistics 
clients:  Xerox,  Apple,  John  Deere, 
GM  and  Whirlpool. 

"The  old  history  of  Ryder,  which 
has  been  one  of  promises  made  and 
promises  broken,  is  overshadowing 
some  of  the  positive  changes  that 
we're  seeing  right  now,"  says  Merrill 
Lynch  analyst  Jeffrey  A.  Kauffman, 
who  recommends  the  stock,  which, 
on  balance, 
hasn't  moved 
since  1986. 

Anthony  Burns 
realizes  that  he 
has  only  limited 
credibility,  given 
Ryder's  long 
history  of  drift. 
"The  way  I 
improve  my 
credibility  is  to 
do  what  I  said 
I  was  going  to 
do,"  he  says.  Re- 
membering how 
sharply  Andy 
Grove  warned 


against 
cency, 


compla- 
Burns 


adds:  "Every  day 
I  have  to  prove  I 
can  change."  M 
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Cocktail  Collection™ 


IN  SUPPORT  OF 

MADD 

MOTHERS  Against  Drunk  DRIVING 

AVAILABLE  AT 
BLOOMINGOALE'S  •  Macy's 

The  Bon  marche  i  burdines 
Rich's  •  Lazarus 
goldsmith's  •  Stern's 


Each  day  more  and  more  companies  realize  the  power  and  advantages  of  running  their  operations  with 

Compaq  servers. 

Today,  with  over  one  million  servers  in  operation,  our  systems  are  running  departments.  They  are  running 
intranets.  They  are  running  business-critical  applications  for  countless  organizations. 

As  the  need  for  this  more  efficient  and  intelligent  form  of  computing  has  expanded,  our  line  of  servers  has 
expanded  to  meet  every  demand.  Our  new  ProLiant  6500  and  7000  servers  offer  the  highest  levels  of 
availability  for  7x  24  computing. 

At  every  level,  workgroup,  departmental,  and  enterprise,  there  is  a  Compaq  server  that  will  let  you  reduce 
costs  and  risk,  improve  productivity,  and  standardize  your  entire  computing  environment  on  one  platform. 

Compaq  ProLiant  servers  set  the  standard  for  open  systems  computing.  Compaq  management  software 
allows  companies  to  keep  networks  up  and  running  and  costs  down. 

The  days  of  having  to  run  your  business  only  on  the  big,  expensive  iron  are  over.  The  future  with  Compaq  is 
a  wide-open,  newly  paved  superhighway  just  begging  to  be  travelled. 

www.compaq.com 


THE  GREAT  TECHNOLOGY  BRIDGE  TO  THE  FU 


MORTAR  AND  STEEL 


997  Compoq  Computer  Corporate 
jWKdnts  leserved  Compaq  registered  U  S 
Pciteni  and  Trademark  Office  ProSignia 
'Ciri{j  Pioliont  are  registered  trademarks  of 
Gpfrpaq  Computer  Corporation. 


Congresspeople  fighting  to  save  endangered  military  bases 
aren't  always  doing  their  communities  any  favors. 

Close  a  base,  create  a  job 

By  Peter  Spiegel 

SECRETARY  of  Defense  William  House  refused  even  to  bring  it  to  a  another  round  of  base  closures." 
Cohen  announced  in  May  that  the  vote.  When  it  comes  to  defending  We  suppose  it  is  too  much  to 
Pentagon  wanted  two  new  rounds  of  pork,  Congress  shows  surprising  expect  politicians,  even  Republicans, 
military  base  closings.  The  closures  vehemence  and  unanimity.  "Many  to  have  faith  in  free  enterprise,  but 
would  end  the  jobs  of  thousands  of  portions  of  our  state  are  just  begin-  Lewis  should  have  known  better.  He 
civilians  employed  on  the  bases  and  ning  to  come  out  of  a  rather  long-  had  only  to  ask  what  happened 
save  taxpayers  an  estimated  $2.7  bil-  lasting  recession,"  thunders  Califor-  upstate  in  Monterey,  Calif,  after  Fort 
lion  a  year.  nia  Republican  Jerry  Lewis,  dean  of    Ord  was  closed  in  1994.  Before  the 

In  July  his  proposal  was  crushingly  his  state's  congressional  delegation,  base  was  shuttered,  the  Congression- 
defeated  in  the  Senate  after  the  "We  are  significantly  unified  [against]  al  Budget  Office  predicted  that  clos- 
ing it  would  cause  a  7% 
'  1  increase  in  unemploy- 
ment in  the  area  and  a 
25%  decline  in  retail 
sales.  Since  the  closing, 
local  unemployment  is 
unchanged  and  retail 
sales  are  actually  up. 

Some  areas  have 
done  much  better  once 
shorn  of  their  bases. 
The  Defense  Depart- 
ment studied  the  97 
bases  closed  in  the 
1960s  and  1970s  and 
found  that  the  closings 
eliminated  87,600  civil- 
ian jobs  over  20  years. 
It  also  found  that  by 
1993  new  industries 
located  on  the  former 
bases  were  employing 
171,100  people.  Note 
that  this  study  was  pub- 
lished well  before  the 
U.S.  economy  began 
to  hum. 

Chanute  Air  Force 
Base  is  a  2,130-acre 
facility  abutting  the 
small  prairie  town  of 
Rantoul,  111.  A  training 
facility  for  fighter  pilots 
and  support  personnel, 
it  was  shut  down  in 
September  1993.  Con- 
gressional Budget 
Office  extrapolators  said 
closing  Chanute  would 
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IF  YOU  CANT  RELAX  HHR&« 
YOU  CANT  RELAX 


Vacation  in  your  own  private 
paradise.  As  tropical,  as 
quaint,  as  secluded  as  any 
undiscovered  island. 
Laucala,  a  Forbes  Magazine 
South  Pacific  Property  -  the 
perfect  island  resort. 


ucala  is  for  people  who  want  the  ultimate  vacation 
oerience  -  the  finest  amenities  without  the  formalities, 
deep  sea  fishing  on  board  the  island's  private  fishing 
at.  If  you  wish,  our  chef  will  prepare  your  catch  for 
ur  dining  pleasure.  Dive  in  azure  waters,  world 
jiowned  for  the  beauty  and  abundance  of  their 
Ipical  fish  and  marvel  at  their  coral  reefs.  Fish.  |L. 
ndsurf.  Sail.  Play  tennis.  There  are  no  sched- 
ss,  none  of  life's  pressures. 

this  for  just  $2,495  U.S.  pp  for  8  days  and  7 
>hts  (plus  Fiji  tax).  And  that  includes 
'ERYTH1NG.  ALL  meals.  ALL  drinks. 


UNLIMITED  use  of  ALL  recreational 
facilities,  whenever  and  as  often  as 
you  Wish  at  NO  EXTRA  COST. 

Though  it's  far  from  the  stresses  of 
everyday  life,  Laucala  is  easily 
accessible.  Our  island  has  its  own 
private  runway  and  scheduled 
commercial  flights. 

Find  out  more  about  this  paradise 
owned  and  operated  by  Forbes 
Magazine. 

To  receive  our  brochure  including 
information  on  our  Island 
Exclusive  call: 

1 -800FORBES-5 
Or  write  to: 
Errol  Ryland,  Manager 
Box  149 

Fort  Garland,  CO  «t  [33 


Redhook  Ale's  Jerry  Prial 
A  brewery  brings  life 
to  Pease  Air  Force  Base. 


cost  the  local  economy 
$340  million  a  year. 
"There  was  absolute 
panic,"  recalls  Dennis 
Long,  chairman  of  the 
Bank  of  Rantoul.  Since 
then,  however,  retail  sales 
in  Rantoul  have  climbed 
15%.  Unemployment  has 
been  halved,  to  just  over 
3%.  Long,  ensconced  in 
fancy,  newly  renovated  offices,  notes 
that  his  bank's  assets  have  grown 
from  $65  million  in  1988,  when  the 
base  was  first  listed  for  mothballing, 
to  more  than  $101  million  last  year. 

The  old  Air  Force  landing  strip  is 
now  a  civilian  airport.  The  220,000- 
square-foot  Hangar  1  houses  a  Tex- 
tron Inc.  unit  that  makes  all  the  dash- 
boards for  Chrysler's  minivans.  In 
Hangar  3  Cradco  Corp.  is  turning  out 
residential  windows.  The  old  officers' 
club  is  now  an  inn  and  restaurant;  an 
old  dormitory  for  troops  is  a  senior 
citizens'  home  with  150  residents; 
even  the  tanks  that  once  held  jet  fuel 


now  store  fertilizer.  All  told,  77  firms 
with  nearly  2,000  civilian  employees 
call  the  base  home — 48%  more  than 
were  employed  here  by  the  military. 
"That's  what  private  enterprise  can  do 
for  you,"  says  Ray  Boudreaux,  a 
former  Air  Force  colonel  who  admin- 
isters the  base  properties  for  the  city. 
"The  economic  impact  of  these  [pri- 
vate sector]  people  is  substantially 
better  than  [that  of]  the  military." 

Why?  Unlike  military  people,  civil- 
ian workers  become  part  of  the  local 
community.  Military  people  at  large 
bases  like  Chanute  live  and  eat  on  the 
base,  buy  groceries  and  appliances 


from  the  px  (which  levies  no  state  or 
local  sales  taxes),  get  treated  at  mili- 
tary hospitals  on  the  base.  None  of 
this  does  much  for  the  local  mer-  I 
chants.  A  detailed  study  of  El  Toro 
Marine  Base  in  Orange  County,  Calif, 
revealed  that  in  1993,  though  the 
military  personnel  spent  more  than 
$60  million  that  year,  they  spent  only 
$1.6  million  locally. 

The  former  Pease  Air  Force  Base 
outside  of  the  small  coastal  city  of 
Portsmouth,  N.H.  was  formerly 
home  to  Strategic  Air  Command 
long-range  bombers.  It's  now  called 
Pease  International  Tradeport  and 
has  been  totally  transformed.  On  its 
eastern  edge  is  a  chic  new  res- 
taurant/brewery for  $39  million 
(1996  sales)  Redhook  Ale.  A  few 
yards  away  is  the  U.S.  facility  for  the 
Swiss  biotech  and  chemical  giant 
Alusuisse-Lonza.  On  the  runway 
where  FB-llls  and  B-52s  once 
touched  down  sit  planes  owned  by 
Emery  Worldwide,  the  overnight 
cargo  company.  All  told,  there  are  67 
tenants  on  Pease,  employing  1,800 
people — almost  twice  as  many  civil- 
ians at  work  as  when  the  base  closed. 

Across  the  country,  the  Sacramen- 
to Army  Depot  had  over  3,160  civil- 
ian employees  on  its  487-acre  site 
before  it  was  shut  in  March  1995.  In 
came  computer  maker  Packard  Bell 
NEC;  it  alone  employs  5,000  people 
on  the  old  base. 

Of  course,  you  can't  easily  re- 
develop every  military  base.  It's  hard 
to  redevelop  the  55,260-acre  Jeffer- 
son Proving  Ground  (closed  in  1994) 
in  southern  Indiana  because  over  85% 
of  its  terrain  is  littered  with  unex- 
ploded  artillery  shells.  Other  bases 
contain  so  many  toxins  that  it  will 
require  years  of  scrubbing  before  they 
can  be  shifted  to  private  ownership. 

But  these  are  exceptions.  It  may  be 
in  a  politician's  best  interest  to  let 
local  communities  think  they  depend 
on  his  or  her  largesse,  but  in  most 
cases  they  would  be  better  off  turn- 
ing to  the  private  sector.  Charleston 
Naval  Base,  located  in  the  heart  of 
Charleston,  S.C.,  closed  just  last  year. 
The  closing  was  a  sentimental  wrench 
to  the  community,  but  as  a  private 
industrial  park  it  has  already  attracted 
32  tenants  and  has  62%  of  its  leasable 
space  occupied.  ■■ 
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HEMISPHERE 
REPORT 


a  special  advertising  section 


geographic  information 
and  positioning  systems 

1  Engineers    have    used  Geographic 
£  Information  Systems  (GIS)  —  computer- 
|  ized  maps  —  for  years.  But  until  recently, 
s  the  average  business  professional  hadn't 
|  |  heard  of  GIS.  Now,  using  information 
■  beamed  back  by  the  powerful  space-borne 
satellites  of  the  Global  Positioning  System  (GPS),  mapping  has  gotten 
down  to  business.  From  software  that  turns  databases  into  computer- 
ized maps  to  handheld  positioning  devices  to  automobile  navigation 

systems,  here's  how  mapping  technology 
can  give  you  an  intelligence  edge. 


more  about  mapping 
www.hemnet.com 
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According  to  the  OpenGIS  Consortium 
(OGC),  at  least  80  percent  of  the 
records  in  databases  have  a  spatial  field 
(such  as  an  address),  and  so  can  be  ana- 
lyzed and  represented  spatially.  Mining 
that  data  opens  up  tremendous  possi- 
bilities for  companies,  and  gives  the 
geographic  information  market  strong 
growth  potential.  "Global  commerce  in 
geospatial  information  and  services 
today  totals  less  than  $1  billion;  this  is 
perhaps  only  10  percent  of  the  potential 
commerce  in  this  market  sector," 
according  to  Cliff  Kottman,  Ph.D.,  vice 
president  of  technology  development  at 
the  OpenGis  Consortium. 


"Smart"  maps  on  the  Web  can  help  you 
increase  the  value  of  your  data.  Fina 

out  how  at  www.hemnet.com  


advertisement  2 
Visualizing  Data 

Point-and-click  applications  such 
as  those  offered  by  Maplnfo 
Corporation  mesh  with  traditional 
databases  —  and  offer  simultaneous 
analysis  of  multiple  data  sources  —  to 
create  a  visual  snapshot  of  information 
For  example,  a  business  collects  data 
such  as  customer  names,  street 
addresses,  store  locations,  boundaries 
and  demographic  information  into  its 
databases.  Then,  using  a  mapping 
software  tool,  a  business  analyst  or 
manager  can  visualize  all  that  data 
on  a  map  to  answer  such  questions  as 
"Where  are  lucrative  markets?",  "Who 
will  buy  our  next  product?",  "Where  is 


Geographic  information  Systems: 
Not  Just  for  Techies  Anymore 

With  the  advent  of  user-friendly  map- 
ping software,  business  users  from  all 
areas  can  take  advantage  of  the  power 
of  geographic  information  systems. 
Intergraph's  GeoMedia,  for  example, 
is  built  for  Microsoft  Windows®  and 
designed  to  work  seamlessly  with  com- 
monly used  applications,  according  to 
Preetha  Pulusani,  Intergraph's  executive 
director  of  marketing,  infrastructure 
products.  "We  made  a  decision  in  1992 
to  go  to  a  Windows  NT*  platform,"  says 
Pulusani.  "That  way,  we  could  help 
users  unlock  the  proprietary  data  that 
was  held  hostage  in  their  databases. 
Customers  need  to  be  assured  that  they 
can  plug  the  data  they  have"  into  a 
mapping  application,  Pulusani  adds. 


customer  satisfaction  highest?"  and 
"Where  is  our  competitive  risk?" 

Maplnfo  allows  users  to  query  location 
data  ranging  from  simple  customer 
locations  to  complex  sales  and  service 
territories.  A  Maplnfo  user  can  mine 
several  sets  of  spatial  and  other 
attribute  information  to  determine 
detailed  competitive,  customer  and 
buying  pattern  information,  which  can 
be  used  to  model  business  strategies. 

"Almost  any  type  of  business  that 
involves  an  outside  plant  or  outside 
assets  which  need  to  be  linked  to 
customers  —  including  utilities, 
telecommunications,  retailing,  public 
sector  and  financial  services  —  can 
benefit  from  mapping  applications," 
says  Ed  McGinnis,  vice  president  of 
sales  and  marketing  for  Maplnfo. 


INTEROPERABILITY: 
The  Open  Standard 

The  OpenGIS  Consortium,  a  not-for-profit 
membership  association  with  more  than  100* 
mostly  corporate  members,  seeks  open,  intero\ 
erable  systems  for  processing  geographic  dated 
OGC  sees  technology  development  as  a  meani 
to  achieving  business  development.  Members' 
include  commercial  software  vendors  who 
work  with  the  government  and  with  mapping 
vendors  to  encourage  "a  rich  commerce  in 
geospatial  data  and geoprocessing  resources" 
according  to  OGC  President  David  Schell. 

Why  is  interoperability  crucial?  OGC's 
OpenGIS®  initiative  encourages  vendors  of 
mapping  software  and  related  nonspatial 
systems  (such  as  databases)  to  share  data. 
Without  this  standard,  GIS  would  remain  a 
backroom  specialty,  rather  than  reaching 
business  decision  makers  and  consumers. 

Last  month,  the  first  OpenGIS  Specification 
was  completed.  It  enables  seamless  access 
among  resources  that  conform  to  a  standard 
interface,  so  business  applications  can  use 
spatial  data  from  databases  or  the  Internet. 

Intergraph  has  worked  with  OGC  to  orient  its 
product  strategy  to  the  OpenGis  Specification. 
For  examples  of  Intergraph's  open  solutions, 
go  to  www.hemnet.com 


© 


intergraph's 
open  solutions 
www.hemnet.com 
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TRIMBLE 

As  a  world  leader  in  GPS,  Trimble  develops 
application  solutions  that  are  leading  drivers 
of  an  information  revolution,  which  is  trans- 
forming the  way  we  live,  work  and  play. 

Trimble  GPS  provides  customers  a  breadth 
of  information  solutions,  including: 

•  precise  synchronization  of  telecommunications 
networks 

•  in-vehicle  navigation  system  components  that 
provide  roadside  assistance  and  directions  to 
drivers 

•  quick  assessment  and  dissemination  of 
information  for  relief  in  disasters 

•  rapid  response  and  dispatch  of  emergency 
services/ambulances  to  accidents 

•  increased  efficiency  and  safety  of  heavy 
machinery  used  in  agriculture  and  mining 
through  augmented  information  and  positioning 

•  enhanced  productivity  in  land  surveying  and 
mapping  of  fixed  and  mobile  assets 

•  navigation  and  communication  systems  for 
marine  and  aviation 

Founded  in  1978  and  headquartered  in 
Sunnyvale,  California,  Trimble  has  been  a 
leader  in  providing  GPS  solutions  since  1984. 
Trimble  navigation,  positioning  and  com- 
munication data  products  are  sold  world- 
wide. The  company's  stock  is  traded  on  the 
NASDAQ  exchange  under  the  symbol  TRMB. 


Trimbl 


Powerful  Data 
Across  the  Enterprise 

Analysts  see  this  new  emphasis  on 
database  integration  as  the  key  to  a 
growth  market  for  GIS  software.  Says 
Sharon  Tan,  GIS  industry  analyst  at 
Dataquest,"GIS  is  becoming  more 
mainstream.  There  is  clearly  a  move- 
ment toward  having  GIS  capability  on 
every  desktop."  Tan  projects  the  market 
for  GIS  software  alone  to  grow  to  $1.4 
billion  by  2001,  from  a  1996  level  of 


spatial  database  applications  at  Data 
General.  "What  we  find  exciting  is  thd 
high  end.  For  a  number  of  reasons,  Gil 
is  losing  its  identity  as  a  stand-alone 
function  and  is  emerging  as  a  compo- 
nent of  an  enterprise-wide  focus." 

Global  Positioning  Systems: 
From  Satellites  to  Cell  Phones 

It  all  started  with  the  U.S.  Defense 
Department.  During  the  Cold  War,  it 
developed  Global  Positioning  Systems  ( 
using  24  NAVSTAR  satellites  to  track 


GIS  can  provide  your  company  with  a 
competitive  edge.  See  how  others  have 
done  it  at  www.hemnet.com  


$900  million.  She  notes  that  database 
vendors  are  "reaching"  into  GIS  terri- 
tory to  create  the  powerful  applications 
that  extend  the  relational  database 
model  into  the  spatial  domain. 

This  increasingly  complex,  data-inten- 
sive use  of  geographic  information  on 
an  enterprise-wide  basis  requires  a 
storage  system  meant  for  handling 
mass  quantities  of  information.  Data 
General's  CLARiiON®  mass  storage 
systems  are  considered  among  the  best 
solutions  for  protecting  valuable  geo- 
graphic information  and  transferring 
data  into  and  out  of  servers.  CLARiiON 
products  provide  solutions  that  not 
only  store  data,  but  also  protect  against 
failure  and  provide  important  informa- 
tion on  the  health  of  hard  disks. 

Data  General,  which  is  involved  in 
alliances  with  major  GIS  software 
companies,  is  developing  products  that 
respond  to  the  increasing  trend  to  share 
geographic  information  across  a  com- 
pany, and  over  the  Web.  "Data  General  is 
putting  a  fair  amount  of  emphasis  on 
GIS,"  notes  Buzz  Hiller,  manager  of 


missiles.  Now  GPS  has  become  a  perv< 
sive  information  technology.  Indeed, 
Professor  Nicholas  Negroponte  of  Mlt 
Media  Laboratory  has  said  that  the  tw< 
fundamental  utilities  for  the  global 
information  infrastructure  are  the 
Internet  and  GPS.  Frost  &  Sullivan 
projects  the  North  American  market 
for  GPS  to  top  $3  billion  by  2003. 
More  than  $2  billion  of  that  is  expected 
to  come  from  land-based  applications 
including  fleet  management/automatic 
vehicle  location,  automobile  navigation 
surveying  and  precision  agriculture. 
Other  lucrative  market  segments 
include  aviation,  marine  applications 
military  uses  and  timing. 

GPS  units  run  the  gamut  from  small 
handheld  units  used  by  hikers  and 
golfers  to  boards  and  chip  sets  inte- 
grated into  cars,  farm  equipment  and 
containerships. 

Pinpoint  Accuracy 

Receivers  are  getting  more  accurate  by 
the  minute.  The  usual  process  goes  likei 
this:  A  minimum  of  five  satellites  are  in 
view  at  any  one  time  from  any  point  on 
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PROCESSOR 


NT  CLUSTER~IN~A~BOX 

You  can  configure  a  lot  of  these,  or  you  can  just  plug  this. 


The  best  choice 
for  GIS  and  mapping  users. 

Get  the  industty's  first  Microsoft  Windows  NT  cluster- 
ing solution  packaged  in  a  single,  rackmounted  system. 
With  Data  General's  NT  Cluster-in-a-Box,™  your 
company  now  has  an  NT  clustering  solution  that  will 
let  you  run  your  important  enterprise  applications — 
like  ARC/INFO,  ORACLE,  and  INFORMIX- 
24x7x365,  in  a  system  that  you  simply  plug  in  and  turn 
on.  Our  NT  Cluster-in-a-Box  includes:  Two  rack- 
mounted AViiON®  servers  based  on  Intel  Pentium" 
Pro  processors  A  fault- tolerant  CLARiiON®RAID 
storage  system  NTAlert the  industry's  only  NT- 
based  remote  service  for  early  identification  of  poten- 
tial problems  Pre-loaded  Windows  NT  Server  and 
FirstWatch  for  NT  -  failover  software  from  Veritas 
Software  Upgradable  to  Microsoft's  forthcoming 
"Wolfpack"  clustering  technology.  Now,  NT  Cluster- 
in-a-Box  is  available  in  a  family  of  three  rackmount 
configurations  to  match  your  applications  processing 
requirements:  the  entry-level  AV  2100R,  mid-range 
AV  3600R,  and  enterprise  AV  6600R.  All  of  these 
components,  plus  service,  support,  and  integration,  from 
one  vendor.  In  one  package.  The  choice  is  clear.  Unless 
you  want  to  spend  a  lot  of  time  just  plugging  away. 

iw  Data  General 

www.dg.com  1  -800-DATA  GEN 


AViiON  and  CLARiiON  are  registered  trademarks,  Cluster-ih-a-Box  is  a  trademark,  and  NTAlert  is  a  servicemark  ot  Data  General  Corporation. 
The  Intel  Inside  logo  and  Pentium  are  registered  trademarks  and  the  Pentium  Processor  logo  and  the  Pentium  Pro  Processor  are  trademarks  of  Intel  Corporation. 
All  other  brands  or  products  are  the  trademarks  of  their  respective  holders.©  1997  Data  General  Corporation. 
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Earth.  Each  satellite  beams  down  its 
position  via  high-frequency  radio  sig- 
nals, which  are  updated  immediately. 
By  measuring  the  time  interval 
between  the  sending  and  receiving  of 
the  signal  from  one  satellite,  a  GPS 
receiver  can  figure  out  its  distance  from 
that  satellite.  When  the  process  is 
repeated  for  three  other  satellites,  the 
location  of  the  receiver  (in  terms  of  its 
altitude,  latitude  and  longitude)  is  com- 
puted via  triangulation. 

Because  GPS  allows  for  such  exact  and 
efficient  data  collection,  GPS  has 
become  the  most  cost-effective  way  of 
gathering  field  data  for  use  in  a  GIS. 
"GPS  technology  has  made  gathering 
geographic  information  much,  much 
easier,"  notes  Data  General's  Hiller.  He 
feels  that  with  the  lower  cost  of  GIS 
information  collected  via  GPS,  more 
and  more  companies  will  seek  to  collect 
geographic  information  and  integrate  it 
into  their  databases. 

Trimble's  mapping  and  GIS  systems 
division  provides  powerful  products 
for  collecting  geographic  data  in  the 
field  and,  on  the  flip  side,  for  taking 
geographic  information  system  data 
into  the  field  to  better  monitor  assets. 
One  of  the  greatest  benefits  of  using 
GPS  to  collect  and  track  geographic 
information  is  the  ability  to  capture 
data  and  deal  with  it  in  real  time,  says 
Robert  Morris,  marketing  manager  for 
Trimble's  mapping  and  GIS 
systems  division. 
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Trimble's  GPS/GIS  technology  is  being 
used  by  utilities  to  automate  work- 
order  management,  inspection 
maintenance  and  repair,  and  to  gather 
positioning  information  about  utility 
poles,  manholes  and  other  equipment. 
GPS  also  can  be  used  to  map  customer 
information  for  market  research  as  a 
way  to  give  newly  deregulated  utilities 
crucial  demographic  data. 

Saving  Lives: 

GPS  in  Emergency  Response 

As  a  wireless  information  technology, 
GPS  is  changing  the  nature  of  the 
communications  infrastructure.  By 
combining  location  information  and 


decisions  using 
tabular  data  typed  on 
3"  x  5"  cards.  Now 
all  the  infor- 
mation a 
dispatcher 
needs  to  man 
age  a  call  is 
displayed  on  a  digital 
map.  The  display  shows  an 
emergency  scene,  complete  with 
fire  hydrant  locations,  street  direction 
building  size  and  real-time  fire  truck 
locations. 

Chicago's  ambulances  and  fire  trucks 
are  equipped  with  Trimble  GPS 


Maplnfo  offers  solutions  for  banki 
consumer  products,  marketing  and  mc 
other  applications  at  www.hemnet.com 


wireless  communications,  users  can 
access  geographic  data  to  manage 
and  dispatch  mobile  assets.  For  exam- 
ple, Chicago's  state-of-the-art  91 1 
system  uses  GPS-based  Automobile 
Vehicle  Location  (AVL)  hardware  and 
software  from  Trimble.  The  system  has 
become  a  model  for  public  safety  agen- 
cies worldwide. 


Under  Chicago's 
previous  system, 
dispatchers 
made 


»1 


1 


receivers  and  mobile  data  terminals. 
The  receivers  gather  location  data  and 
the  terminals  send  it  to  Chicago's  emei 
gency  command  and  control  center 
over  a  radio  network.  At  the  center,  a 
network  of  computer  and  communica 
tions  technology  routes  the  location 
data  to  digital  map  displays  at  dis- 
patcher workstations,  which  provide 
real-time  snapshots  of  vehicle  locations 

The  ability  to  track 
emergenc 
vehicles  to 
within  30 
to  60  feet 
at  all  times 
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Maplnfo 

is  business 
mapping 

In  the  world  of  business  mapping,  one  company 
stands  far  above  the  rest:  Maplnfo. 

Over  a  decade  ago,  we  started  the  revolution. 
We  gave  businesses  a  new  way  to  visualize  data  - 
enabling  them  to  make  smarter  decisions. 

Today,  leading  companies  use  Maplnfo  solutions 
for  market  analysis,  customer  service,  asset  man- 
agement and  other  vital  business  processes. 

Discover  the  power  of  business  mapping. 
Call  Maplnfo  today. 

1.800.531.0155  www.mapinfo.com/forbes 


time,"  says  Greg 
Bishop,  managing 
deputy  director  of 
Chicago's  Office  of 
Emergency  Communications. 

nchronize  Your  Watches 

S  also  adds  value  by  providing  dead- 
timing  synchronization.  GPS  satel- 
;s  carry  atomic  clocks.  Included  in 
information  that  receivers  process 
data  from  these  clocks.  According  to 
mble,  synchronization,  estimated  to 
a  $175  million  industry  by  2000, 
presents  one  of  the  fastest-growing 
d  most  important  uses  of  GPS. 

^communications, 
cover  more  about 


ne  wireless  market,  which  is  grow- 
g  at  a  phenomenal  rate,  represents  a 
lajor  opportunity  for  GPS.  "If  you're 
i  a  cell  phone  while  you're  driving 
Kty  miles  per  hour,  you  want  that 
j  11  to  be  seamless,"  says  David  Hall, 
ice  president  and  general  manager  of 
j  ftware  and  component  technologies 
I  Trimble.  Wireless  providers  who 
aderstand  these  customer  desires 
i  ilize  GPS  to  synchronize  signals 
I'tween  cell  sites. 

:her  uses  of  GPS  for  synchronization 
i  elude  investment  banks  that  use  GPS 
I  synchronize  transactions  worldwide, 
lid  motion  picture  companies  that  use 
PS  to  synchronize  video,  sound  and 
i>ecial  effects. 


0 


more  about 
lifesavina  solutions 
www.hemnet.com 
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>  MAP: 

HICAGO  911  GPS-BASED  DISPATCH  SYSTEM 
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TRIMBLE  S  PATHFINDER™  RTK  4400  WITH  ASPEN™ 

j 


MANAGING  ASSETS  FOR  UTILITIES 

When  the  Miami-Dade  Water  and  Sewer 
District  wanted  to  inventory  its  assets,  it 
turned  to  Trimble  and  Woolpert  LLP,  a  profes- 
sional engineering/architectural  consulting 
firm.  Woolpert's  mission  was  to  convert  more 
than  1,000  paper  system  maps  into  a  layered 
digital  format  and  collect  field  inventory  data. 
Trimble  and  Woolpert  developed  a  solution 
using  Trimble's  Pathfinder  RTK  with  ASPEN. 
The  system  combines  a  GPS  surveying  receiver 
with  Windows/pen-based  ASPEN  GIS  field 
data-collection  software. 

The  $1.1 -billion  capital  improvement  project 
was  undertaken  to  upgrade  the  largest  water 
and  wastewater  system  in  the  Southeast.  When 
the  project  is  completed  this  fall,  MDWASD 
will  have  the  nation's  most  extensive,  most 
exact  utility-assets  inventory  network. 

The  new  system  enabled  Woolpert  to  record 
more  than  176,000  locations  and  features  for 
sewer  manholes,  pump  stations,  valves  and  fire 
hydrants  and  other  structures,  while  achieving 
accuracies  down  to  3.5  centimeters,  in  real 
time.  "This  system  allowed  us  to  complete  the 
project  in  half  the  time,  using  half  the  labor" 
says  Shane  Imwalle,  GIS  marketing  manager 
for  Woolpert. 


more  aboi 
power  strai 
.  hemr 
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The  Precision  Machine: 
Saving  Time  and  Money  for 
Agriculture  and  Mining 

By  combining  GIS  and  GPS  technolo- 
gies, farmers  can  now  optimize  their 
agriculture  operations.  Case 
Corporation,  a  leader  in  the  develop- 
ment of  technology  for  precision 
farming,  offers  an  Advanced  Farming 
System  (AFS)  that  utilizes  Trimble's  dif- 
ferential beacon/GPS  receiver.  The  AFS 
allows  farmers  to  map  yields  to  mea- 
sure and  manage  crop  performance. 

Caterpillar,  the  world's  largest  manu- 
facturer of  construction  and  mining 


help  drivers  find  the  best  route  througj 
a  congested  city,  locate  their  bank's 
nearest  ATM  or  select  a  French  restau 
rant  within  two  blocks  of  their  next 
meeting.  According  to  the  USGPS 
Industry  Council,  the  market  for  car 
navigation  systems  worldwide  is 
expected  to  reach  $3  billion  by  2000, 
from  a  1996  level  of  $600  million. 

"This  technology  is  in  high  demand," 
says  Michael  Dudzik,  director  of  auto- 
motive and  transportation  systems  at 
ERIM  International,  a  research  institute 
that  facilitates  coordination  between 


The  worldwide  GPS  market  will  grow 
from  $3  billion  today  to  $8  billion  dy  200 
Investor  information  at  www.hemnef.com 


om 


equipment,  and  Trimble  are  jointly 
developing  GPS-based  machine-control 
products  for  the  mining  industry.  The 
Caterpillar/Trimble  system  is  expected 
to  allow  a  loading  machine  operator  to 
mine  selectively,  with  precision,  using 
an  up-to-date  mine  plan  displayed  on 
a  screen  in  the  operating  cab. 

"Smart  Cars": 

Getting  There  from  Here 

Consumers  spend  nearly  one  fifth  of 
their  waking  hours  behind  the  wheel. 
Today  more  than  ever,  a  driver's  desire 
for  convenience  and  security  is  great. 
The  convergence  of  wireless  technol- 
ogy, computers,  GIS  and  GPS  has 
enabled  driver  information  systems. 
Trimble  holds  approximately  30  percent 
of  the  worldwide  market  for  GPS 
engines  for  in-car  navigation  systems 
and  has  partnerships  with  such  compa- 
nies as  Philips,  Pioneer,  Xanavi,  Tech 
Mobility,  Bosch/Blaupunkt  and  Intel. 

Many  high-end  vehicles  already  have 
on-board  navigation  systems  that  will 


ONSTAR""  HANDS-FREE,  VOICE-ACTIVATED  CELL  PHONE 


the  military  and  the  auto  industry  to 
encourage  commercial  uses  of  GPS. 
Dudzik  notes  that  navigation  alone  isri 
enough  to  spur  market  growth.  He 
predicts  that  systems  of  the  future  will 
coordinate  navigation,  emergency 
response  (with  automatic  "panic 
buttons"  to  call  911),  stolen-car 
locators  and  entertainment  and 
retailing  services. 

Security  on  the  Road 

GM's 
OnStar 
system 
already 
contains  a 
number  of  the 
features  Dudzik 
describes. 


HEMISPHERE 
REPORT 


Qdvertisement  9 


'our  car  will  never  be  the  same.  Explore 
lavigation  innovations  at  wwwhemnet. 


nStar  combines  a  cell  phone,  a  GPS 
ceiver  located  on  the  car  and  a  staffed 
nStar  Center  located  in  Michigan, 
here  advisers  can  take  calls  from 
rivers,  locate  them  via  the  GPS  tech- 
ology,  and  then  provide  real-time, 
erson-to-person  help."OnStar  advis- 
s  at  our  center  can  get  a  readout  of 
here  you  are  within  one  hundred 
neters,"  says  Todd  Carstensen,  man- 
;er  of  communications  for  OnStar. 
arstensen  notes  that  OnStar  advisers 
in  give  drivers  information  on  nearby 
otels,  restaurants  and  other  points  of 
iterest,  but  the  systems  major  benefits 
e  its  safety  and  security  features. 

/hen  a  vehicle's  air  bags  are  deployed, 
jr  example,  a  signal  is  sent  to  the 
nStar  Center,  which  automatically 
alls  the  auto.  If  there  is  no  answer,  the 
nearest  emergency 
medical  crew  is  imme- 
diately notified  and 
iven  the  exact 
location  of 
the  accident. 
OnStar  also 
provides 
theft 

detection 
and  stolen 
vehicle 
tracking, 
and 

i  drivers 

m.  can 


MJII 


even  call  OnStar  and  have  an  agent 
unlock  the  car  by  remote  when  keys 
have  been  locked  inside. 

Currently  available  on  Cadillac  DeVille, 
Seville  and  Eldorado  models,  OnStar 
will  become  an  option  available  on  all 
GM  cars  and  trucks  in  1998. 

The  Sky's  The  Limit 

Analysts  see  continued  growth  in  both 
GIS  and  GPS  products  and  applications 
as  more  success  stories  encourage 
managers  to  utilize  spatial  data. 

Dataquesfs  Sharon  Tan,  who  tracks  160 
companies  that  make  GIS  software, 
sees  little  reason  for  market  consolida- 
tion in  the  near  future.  "There's  such  a 
diversity  of  applications,"  she  notes. 
Tan  says  growth  is  strong  abroad; 
Europe  accounts  for  38.9  percent  of  the 
worldwide  GIS  market. 

As  for  GPS,  Trimble  founder,  president 
and  CEO  Charles  R.  Trimble  believes 
that  industry  growth  is  a  given  as  posi- 
tioning, computation  and  commu- 
nication converge  in  our  increasingly 
mobile  environment.  "The  price  point  of 
GPS  has  come  down  in  the  past  few 
years  so  that  the  technology  has  been 
able  to  touch  the  lives  of  more  and  more 
people,"  notes  Trimble.  "Five  years  from 
now,  GPS  will  be  so  much  an  integrated 
feature  of  products  that  it  will  be  hard  to 
recognize  it."  GPS,  says  Trimble,  will  be  a 
part  of  our  lives  in  ways  we  never  imag- 
ined. Speaking  of  his  company  and  the 
industry  as  a  whole,  Trimble  concludes, 
"We're  on  a  wonderful  growth  ride."  EH 
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"Every  once 
in  a  while 
a  product 
comes  along 
that  redefines 
a  market  and 
sets  a  new 
standard  of 
expectations." 

-  GIS  World, 
August  1997 

That  product  is  GeoMedia.6  A  desktop 
GIS  solution  powerful  enough  for  the 
professional,  yet  as  easy  to  use  as  a 
word  processor.  GeoMedia  is  also  a 
unique,  object-oriented  development 
platform  for  application  providers 
who  deliver  customized  solutions. 
GeoMedia  runs  on  Windows"  95  or 
Windows  NT,!  is  easily  affordable  and 
is  available  today. 

Call  1-800-345-4856 
(or  more  information. 
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Many  farmers  today 
.  are  receiving  messages 
\  from  outer  space. 


[High-tech  farming], 


including  satellite  signals 
carrying  valuable  crop 
information,  is  much  more 
\  than  an  advantage  for 
\  farmers.  If  we're  going  to 
\  make  sure  there's  enough 
\   food  for  a  growing  world, 
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A  third  of  a  century  back  it  was  thought  that 
communications  satellites  would  be  government- 
owned.  Intelsat  is  a  relic  of  that  quaint  idea. 

Lost  in  space 


By  Peter  Spiegel 

On  Jan.  1,  1998,  by  World  Trade 
Organization  decree,  the  world's  skies 
will  open  to  satellite  competition. 
Anyone  with  a  compelling  marketing 
plan  will  be  able  to  launch  satellites 
and  compete  to  carry  phone  calls  and 
TV  signals — and  whatever  other  data 
people  want — around  the  globe. 

It's  a  veritable  gold  rush.  Global 
satellite  transmission  revenues,  run- 


ning at  $23  billion  annually,  are 
expected  to  double  by  2000.  Rubbing 
their  hands  in  anticipatory  glee  are 
companies  like  Hughes  Electronics, 
General  Electric  and  Loral  Space  & 
Communications.  But  it  is  a  setback 
for  one  of  the  world's  oldest  satellite 
operators:  Intelsat,  the  Washington, 
D.C. -based  International  Telecom- 
munications Satellite  Organization. 


Intelsat  is  an  intergovernmental 
organization  that  now  must  compete 
with  private  entrepreneurial  outfits. 
At  its  founding  in  1964,  11  national 
governments,  the  U.S.  included, 
granted  Intelsat  a  virtual  monopoly 
on  the  world's  international  satellite 
business.  But  in  1984  the  Reagan 
Administration  allowed  U.S.  compa- 
nies to  compete  in  some  of  Intelsat's 
international  services,  and  a  handful 
of  other  countries  followed  suit. 
Throughout  much  of  the  world, 
however,  the  Intelsat  monopoly  has 
remained  intact.  Intelsat  now  has  141 
member  nations,  and  its  24  geosyn- 
chronous satellites  generated  $911 
million  in  revenues  last  year  and  $434 
million  in  operating  earnings. 

When  much  of  the  monopoly  ends 
next  January,  Intelsat  will  be  in  trou- 
ble. The  private  outfits  are  jockeying 
for  position  to  eat  Intelsat's  lunch. 
Hughes  Electronics  made  the  first 
move  in  May,  when  it  bought  71.5% 
of  Greenwich,  Conn. -based  PanAm- 
Sat  in  a  deal  valued  at  $3  billion  in 
cash  and  stock.  The  price  of  building 
and  launching  satellites  is  falling 
sharply;  one  estimate  predicts  31  geo- 
stationary satellites — those  in  orbit 
22,300  miles  above  the  equator — will 
be  built  each  year  for  the  next  decade. 

John  Mattingly  is  nervous.  As  pres- 
ident of  Comsat  World  Systems,  Mat- 
tingly is  the  man  who  manages  the 
Intelsat  business  for  $557  million 
(revenues)  Comsat  Corp.  The  pub- 
licly traded  Bethesda,  Md. -based 
company  holds  the  U.S.'  18%  stake  in 
the  satellite  consortium.  Says  Mat- 
tingly of  Intelsat's  bureaucratic  inner 
workings:  "What  might  take  a  month 
in  a  private  corporation  takes  six 
months  to  a  year  at  Intelsat." 

He  doesn't  smile  when  he  says  it. 
Comsat  derives  nearly  half  of  its  rev- 
enues and  nearly  80%  of  its  operating 
income  from  its  Intelsat  holding. 

"It's  no  longer  a  technology  game," 
says  Mattingly.  "You  can  find  people 
all  over  the  world  who  can  build, 
launch  and  operate  satellites.  What  it 
really  is  now  is  a  sales  and  marketing 
game."  Not  Intelsat's  strengths. 

Mattingly  has  been  working 
aggressively  with  the  Clinton  Admin- 
istration to  convince  Intelsat's  other 
owners  to  split  the  cumbersome 
outfit  into  two  pieces — a  provider  of 
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•  "IBM  businesses  in  Central  and  Eastern  Europe  are  controlled  from 
Vienna.  Austria's  central  location  in  Europe,  bordering  on  former  Eastern 
bloc  countries,  is  an  excellent  argument  for  this,  but  only  of  such  great  value 
in  conjunction  with  its  ideal  infrastructure  and  wealth  of  experience 
with  the  East.  Austria  offers  all  this  in  addition  to  a  highly  qualified  and 
highly  motivated  workforce,  who  are  instrumental  in  making  Vienna  an 
attractive  international  centre  for  IBM." 


Austria  olfers  a  wide  variety  of  EUROpportunities  that  provide  your  company 
with  competitive  advantages.  Whether  office,  commercial  or  industrial  - 
your  business  will  benefit  in  Austria.  We  shall  be  pleased  to  advise  you. 


AUSTRIA 

EUROpportunity 


telephony  services  and  a  provider  of 
all  other  kinds  of  telecommunica- 
tions. The  telephony  part  would 
remain  in  public  hands.  The  nontele- 
phony  part  would  be  privatized. 

House  Commerce  Committee 
Chairman  Thomas  Bliley  (R-Va.) 
would  go  further.  In  June  he  intro- 
duced a  bill  that  seeks  to  completely 
privatize  Intelsat  and  give  the  gov- 
ernment authority  to  limit  its  market 
access  in  the  U.S.  if  it  acts  monopo- 
listically.  Earlier  this  year  Intelsat's 
owners  moved  to  postpone  final  pri- 
vatization decisions  for  at  least  a  year. 

It's  no  longer  a  technology 

game.  It's  now  a 

sales  and  marketing  game. 


If  Intelsat  remains  as  it  is,  slow  suf- 
focation is  likely.  In  the  market  where 
it  remains  strongest — international 
telephone  services — it  is  losing 
ground  to  newly  installed  fiber-optic 
cables.  In  1993  satellites  could  carry 
nearly  twice  as  many  transatlantic 
phone  calls  as  could  cables;  in  just 
two  years  that  ratio  was  reversed. 

Intelsat  is  weak  and  its  private 
competitors  strong  in  the  exploding 
home-satellite  TV  business;  it's  also 
struggling  to  keep  up  in  the  more 
traditional  television  broadcast  sector. 
Last  year  PanAmSat,  which  has  four 
satellites  ringing  the  globe,  took  in  an 
average  of  $60  million  per  satellite, 
almost  twice  what  Intelsat  averages. 
PanAmSat  specializes  in  these  fast- 
growing  television  services. 

"If  they  do  nothing,  I  think  Intel- 
sat will  eventually  marginalize  itself," 
warns  Scott  Blake  Harris,  former 
head  of  the  Federal  Communications 
Commission's  international  bureau. 
"It  will  simply  become  an  overpriced 
method  of  transmitting  voice  tele- 
phony to  those  places  that  do  not  yet 
have  alternate  means,  and  ultimately 
those  places  will  dwindle." 

On  the  other  hand,  that  might  not 
be  such  a  bad  thing.  The  private 
sector  seems  perfectly  capable  of 
taking  over  from  the  bureaucrats. 
"They  want  to  get  rid  of  12  satel- 
lites?" asks  PanAmSat  Chief  Execu- 
tive Fred  Landman.  "I'll  buy  'em  at 
book  value,  tomorrow."  H 
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Ironically,  some  of  the  business 
practices  that  are  designed  to  save  you 
money  can  actually  put  your  bottom  line 
at  risk.  For  example,  outsourcing  can 
lead  you  to  utilize  vendors  that  may  not 
be  integrated  into  your  loss  prevention 
program.  Consolidation  has  eliminated 
redundancy,  and  for  those  utilizing  Just 
n  Time  Production,  there's  no  inventory 
if  your  manufacturing  system  happens 
to  shut  down.  And  just  where  does  that 
leave  your  product?  Off  the  shelves. 


IT  LOOKS  EVEN  SCARIER 
ON  A  BALANCE  SHEET 


The  key  to  global  risk  management  in 
this  business  environment,  then,  is  a 
partner  who  offers  expertise  in  helping 
customers  manage  risk.  A  partner  such 
as  Allendale  Insurance.  We  can  measure 
and  quantify  exposure  in  places  you 
didn't  even  know  you  were  vulnerable. 
And  with  offices  and  partners  around 
the  world,  we  can  help  advise  you  on 
local  regulations  and  conditions.  Equally 
important,  we  can  do  all  of  this  cost 
effectively.  Because  as  devastating  as 
a  catastrophic  fire  is  in  person,  it  can 
be  just  as  devastating  on  paper. 


^CrOfly  MUTUAL  SVS^' 


1997.  Allendale  Insurance.  P.O.  Box  7500, 
Johnston,  Rhode  Island  02919 
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A  capitalist 
manifesto 


BY  DINESH  D'SOUZA 


Dinesh  D'Souza, 
research  fellow  at  the 
American  Enterprise 
Institute,  is  the  author 
of  a  new  book  on 
Ronald  Reagan's 
leadership,  which  will 
be  published  in 
November  by 
the  Free  Press. 


Sister  Doris  Gormley,  a  left-leaning  Catholic 
nun,  didn't  know  what  she  was  in  for  when 
she  placed  T.J.  Rodgers  on  a  list  of  chief  exec- 
utive officers  to  receive  her  form  letter 
demanding  more  women  and  minorities  on 
corporate  boards.  Most  chief  executive  officers 
replied  politely.  Not  the  founder  and  chief 
executive  of  Cypress  Semiconductors.  Rodgers 
fired  off  a  long,  tightly  argued  reply,  pointing 
out  that  most  experienced,  technically  quali- 
fied candidates  for  those  positions  happened  to 
be  middle-aged  white  males,  and  it  would  be 
immoral  for  him  to  jeopardize  the  interests  of 
his  employees  and  shareholders  by  assigning 
slots  to  "politically  correct  placeholders." 

But,  hey,  the  woman  is  a  nun.  "She  was 
very  ignorant  and  arrogant,"  replies  Rodgers. 
"So  I  figured  I'd  zap  her." 

Few  businesspeople  are  willing  to  zap  nuns, 
even  ignorant  and  arrogant  ones.  But  a  lot  of 
them  would  like  to.  Rodgers'  uncompromis- 
ing defense  of  meritocracy  brought  hundreds 
of  letters  from  secret  admirers  in  the  business 
community.  Their  implicit  message:  We 
wouldn't  have  dared,  but  we  applaud  your 
willingness  to  speak  out  and  take  the  heat. 

An  avid  admirer  of  Ayn  Rand,  the  libertari- 
an novelist,  Rodgers  believes  that  the  entre- 
preneur is  the  true  modern  hero,  not  those 
who  make  a  living  claiming  to  speak  on  behalf 
of  the  poor  and  oppressed. 

"To  go  from  wealth-creator  to 
wealth-distributor,  I  would  become 
depressed,  probably  suicidal." 


A  bunch  of  local  Republicans  recently  sug- 
gested to  Rodgers  that  he  run  for  Congress. 
Washington  needed  a  real  entrepreneur, 
someone  who  was  as  outspoken  as  Rodgers 
famously  is. 

His  response?  "We  have  a  midsize  Silicon 
Valley  company.  We're  worth  $1.2  billion.  We 
produce  astounding  technology.  We  have  cre- 
ated a  few  dozen  millionaires.  We  pay  $100 
million  a  year  to  our  people,  which  supports  a 
whole  lot  of  families,  houses,  cars,  college 


educations,  what  have  you. 

"That  is  more  good  than  any  congressman 
does,  ever.  So  for  me  to  go  from  wealth-cre- 
ator to  wealth-usurper  and  -redistributor,  I 
would  become  depressed,  probably  suicidal." 

But  even  politicians  rank  higher  with 
Rodgers  than  class-action  lawyers  who  are  for- 
ever suing  Silicon  Valley  entrepreneurs  over 
fluctuating  stock  prices.  "These  legal  black- 
mailers have  their  strategy  down  to  an  art 
form,"  he  says.  "They  know  they  have  no 
case — share  prices  fluctuate  all  the  time.  But 
they  also  realize  they  can  cost  me  millions  of 
dollars  in  legal  fees  and  paperwork.  So  they 
estimate  how  much  I  will  have  to  pay  to 
defend  my  company  in  court  and  propose  a 
setdement  that  is  comparable  to  that  figure." 

Rodgers  never  settles.  "This  is  a  point  of 
principle  with  me,"  he  says,  just  back  from  his 
daily  run,  pacing  animatedly  around  his  office 
in  his  running  suit.  He's  just  warming  up. 

Among  his  strongest  peeves  is  what  he  calls 
"statist  businesspeople."  He  describes  them: 
"They  obtained  their  position  the  way  politi- 
cians did — they  had  the  right  constituencies, 
they  built  the  right  bridges,  they  flattered  the 
right  people.  They  got  elected  to  run  a  com- 
pany that  someone  else — typically,  a  real 
entrepreneur — built  from  the  ground  up." 

How  to  recognize  the  statist  businessman? 
"If  you  give  him  $10  million  and  tell  him  to  go 
kick  ass,"  Rodgers  recently  told  The  American 
Enterprise,  "probably  the  first  thing  he'd  do  is 
buy  a  corporate  jet."  The  statist  businessperson 
is  always  angling  for  government  subsidies  and 
monopoly  rights  to  shut  out  the  competition. 
He  (or  she)  is  perfectly  willing  to  make  millions 
of  dollars  in  peace  offerings  to  groups  hostile 
to  free  markets,  like  those  that  operate  under 
the  banner  of  Ralph  Nader.  "These  aren't  capi- 
talists," Rodgers  concludes  with  a  grin,  "they 
are  loathsome  opportunists." 

Rodgers  is  appalled  by  the  paychecks  some 
of  the  statist  businesspeople  take.  "A  dollar  is 
too  much  for  the  statist  businessmen  who 
have  wrecked  some  of  America's  greatest  cor- 
porations," he  says.  Rodgers  observes  that 
rather  than  take  a  $2  million  salary  that  would 
be  ten  times  more  than  many  of  his  senior 
executives  make — thus  inviting  natural  resent- 
ment— Rodgers  pays  himself  around 
$300,000.  But  he  got  rich  owning  Cypress 
stock.  "I  made  a  decision  a  long  time  ago  that 
my  own  self-interest  would  be  best  served  by 
taking  a  modest  salary  and  relying  on  my 
ownership  of  a  piece  of  the  company  for  my 
long-term  compensation." 

Wouldn't  American  business  be  less  dynam- 
ic, and  a  lot  less  interesting,  without  people 
like  T.J.  Rodgers?  W 
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Search  The  Developing  World 
And  You  Will  Find  More  Bargains 
Than  In  Any  Single  Nation. 


Cumulative  Total  Returns' 

5-Year 

1-Year 

97.3»/0 

1  9.7% 

Average  Annual  Total  Returns' 

1  -Year 

1  9.7% 

1  4.6% 

1  3.0% 

Templeton  Developing  Markets  Trust 


■  At  Templeton,  we  believe  that  potentially  rewardin 
investment  opportunities  exist  in  the  emerging 
capital  markets  of  countries  such  as  Brazil 
Argentina,  South  Africa,  Poland  and  Russia 
As  the  international  trend  toward  more 
Western-style,  free-market  economies 
continues,  such  countries  may  experi- 
ence high  rates  of  economic  growth. 

■  Templeton 's  Emerging  Markets 
Equity  Research  Group  takes  advantage 
of  this  potential  by  utilizing  a  global 
office  network  to  research  investment 
opportunities  in  each  targeted  coun- 
try. This  group  operates  out  of  a  variety 
of  research  offices  around  the  world 
and  includes  22  analysts  and  portfolio 

managers    supported  by 
more  than  100  consultants. 
They  investigate  each  coun 
try's  political  climate,  market 
conditions  and  company  manage 


ment  styles.  Templeton  Developing  Markets  Trust  is 
designed  for  investors  seeking  long-term  capital 
appreciation  and  focuses  on  countries  with: 
Rapid  Growth  in  Developing  Markets 
Privatization  and  Economic  Reform 

Expansion  of  Developing  Capital  Markets 
and  Thus  Stock  Markets 

■  Call  your  investment  representative 
or  Templeton  today  for  more  informa- 
tion. 


There  are  special  risks  of  investing  in  developing  markets 
such  as  higher  volatility,  currency  fluctuation  and  political 
uncertainty. 

'Performance  figures  shown  pertain  only  to  Class  I  shares  of  the 
fund.  The  fund  offers  other  share  classes,  which  are  subject  to  dif- 
ferent fees  and  expenses  which  will  affect  their  performance.  Please 
see  the  prospectus  for  more  information. 
Cumulative  total  returns  show  the  percent  change  in  value  of  an 
investment  and  average  annual  total  returns  represent  the  average  annu- 
al increase  in  value  of  an  investment  over  the  indicated  periods,  ended 
/30/97.  Figures  have  been  restated  to  reflect  the  current  maximum 
5.75%  initial  sales  charge  and  assume  reinvestment  of  dividends  and  capital 
gains  at  net  asset  value.  Such  restatement  may  change  actual  total  returns.  Effective 
January  1,  1993,  the  fund  implemented  a  Rule  12b-l  plan,  which  affects  subsequent 
performance.  Past  expense  reductions  by  the  fund's  manager  increased  the  fund's  total 
returns.  Investment  return  and  principal  value  will  lluctuatc  so  that  your  shares,  when 
redeemed,  may  be  worth  more  or  less  than  their  original  cost.  Past  performance  does  not 
guarantee  future  results. 
Franklin  Templeton  Distributors,  Inc. 


Dr.  Mark  Mobius,  Managing  Director 
Templeton  Asset  Management  Ltd. 


CALL   1  -800-342-FU  N  D   EXT.  T386 


FOB9/97 
T386 


YES!  I  would  like  a  free  prospectus  containing  more  complete  information  on  the 
Templeton  Developing  Markets  Trust,  including  sales  charges,  expenses  and  risks. 
I  will  read  it  carefully  before  I  invest  or  send  money. 
□  I  am  currently  a  Templeton  shareholder. 

Name  

Address 


— — — — —  Tfempleton 

  WORLDWIDE 

  700   Central  Avenue 

  St.  Petersburg,  FL  33701-3628 

A  Member  of  the  Franklin  Templeton  Group,  Serving  Investors  for  Over  50  Years 


City/State/Zip 


Daytime  Phone 


Almost  forgotten  in  the  West, 
once-prosperous  Romania  is  stirring  again. 
It's  worth  a  look  by  venturesome  investors. 

Romania 
rising 

By  Carrie  Shook 

Ceaselessly  prowling  the  globe  in 
search  of  fresh  places  to  invest,  some 
smart  money  managers  have  discov- 
ered an  almost-forgotten  part  of  Cen- 
tral Europe  north  of  the  Balkans: 
Romania,  that  Oregon-size  former 
monarchy  inhabited  by  23  million 
people. 

In  the  first  seven  months  of  1997 
direct  foreign  investment  in  Romania 
ran  at  an  annual  clip  of  nearly  $1  bil- 
lion. In  global  money  terms  this  is 
barely  a  trickle — but  it's  a  big  deal  for 
poverty-stricken,  backward  Romania. 
A  billion  bucks  go  a  long  way  in  a 
nation  whose  1996  GDP  was  just 
$36.5  billion. 

Coca-Cola  has  invested  $180  mil- 
lion in  eight  new  bottling  plants 
from  the  country's  capital,  Bucharest, 
to  Constanta  on  the  coast  of  the 
Black  Sea.  Procter  &  Gamble  spent 
$43  million  on  a  laundry  detergent 
plant.  R.J.  Reynolds  Tobacco  is 
expanding  its  cigarette  manufacturing 
operations  in  Romania. 

In  April  the  International  Mone- 
tary Fund  gave  its  vote  of  confidence 
by  extending  to  Romania  a  $430  mil- 
lion loan.  The  World  Bank  followed 
suit  in  June  with  the  approval  of  a 
$550  million  loan. 

Eastern  Europe  vacillates  between 
nostalgia  for  the  threadbare  pre- 
dictability of  communism  and  yearn- 
ing for  a  modern  society.  At  the 
moment  Romania  seems  to  have 
come  down  on  the  side  of  modernity. 

In  free  elections  in  November 
1996,  Romanians  voted  out  a  gov- 
ernment of  "reformed  Communists" 
and  voted  in  the  Democratic  Con- 
vention of  Romania,  headed  by  Emil 


Constantinescu,  a  man  who  believes 
open  markets  and  private  enterprise 
can  best  allocate  resources  and  create 
productive  jobs. 

President  Constantinescu,  57,  is  a 
former  geology  professor  at  the  Uni- 
versity of  Bucharest  who  once  taught 
at  Duke  University.  He  won  the  elec- 
tions on  a  platform  of  radical  eco- 

At  the  crossroads  of  trade 


The  routes  of  reform:  Romania's  highways  and  railroads  may  one  day  be 
the  shortest  passageway  to  the  West  for  natural  reserves  and  raw  materials. 


nomic  reform  built  on  two  pillars: 
tight  monetary  policy  (to  curb  infla- 
tion) and  aggressive  sales  of  state- 
owned  assets. 

Since  the  elections  Romania's  bat- 
tered currency,  the  leu,  has  strength- 
ened. Inflation  has  dropped  from  a 
monthly  rate  of  31%  in  March  to  1% 
in  July. 

In  early  July  Romania  joined  Cefta 


(the  Central  European  Free  Trade 
Area),  a  Nafta-like  organization  that 
will  cut  tariffs  and  boost  trade  among 
Romania,  the  Czech  Republic,  the 
Slovak  Republic,  Slovenia,  Hungary 
and  Poland. 

Constantinescu  and  Prime  Minis- 
ter Victor  Ciorbea  have  freed  the  leu 
to  float  freely  and  are  decontrolling 
prices,  including  raw  materials,  food, 
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Rebirth  of  a  nation 
Once  called  the 
Little  Paris, 
Bucharest  is 
cleaning  up  its 
once  beautiful 
boulevards  and 
fountains. 
The  country's 
legacy  is  one  of 
a  turbulent 
history.  Below, 
Romanian 
workers  topple 
a  statue  of  Lenin. 


gas  and  electricity.  They're  working 
hard  to  reduce  the  government 
deficit  from  5.7%  of  GDP  today  to 
4.5%  by  the  end  of  the  year. 

"We  inherited  a  very  difficult  eco- 
nomic situation,"  Ciorbea  recently 
told  Forbes,  "because  the  reforms 
were  forgotten  or  even  stopped  by 
the  previous  government.  It  was  clear 
to  us  that  this  couldn't  continue." 

The  prime  minister  is  pushing 
through  his  reforms  as  quickly  as  pos- 
sible. His  foreign  investment  law, 
which  was  passed  in  June,  cuts  sever- 
al tax  rates.  The  corporate  income  tax 
rate  will  fall  to  32%  from  38%,  and 
the  capital  gains  tax  rate  on  portfolio 
investments  by  foreign  investors  has 
been  eliminated. 

A  big  chunk  of  the  cuts  in  govern- 
ment spending  will  come  from  slash- 
ing the  subsidies  Romania  doles  out 
to  its  vast  array  of  state-owned  com- 
panies. These  increasingly  will  be 
forced  to  stand  on  their  own  feet  and 
eventually  be  privatized.  Romania  has 
marked  some  6,300  state-owned 
companies  to  be  privatized. 

To  avoid  the  massive  corruption 
that  has  accompanied  privatization  in 
Russia,  the  government  has  taken 
pains  to  spread  ownership  as  widely 
as  possible  in  the  newly  privatized 
businesses. 

Through  the  privatization  pro- 
gram, conceived  in  1991,  30%  of  the 
equity  of  the  businesses  being  priva- 
tized was  made  available  through  a 
voucher  program.  Each  citizen  over 
the  age  of  18  was  given  one  voucher 
with  a  face  value  of  approximately 
$300.  It  could  be  used  to  invest 
directly  in  an  individual  company  or 
in  one  of  five  so-called  Private  Own- 
ership Funds.  To  prevent  Romanians 
from  selling  their  vouchers  and  going 
on  a  spending  spree,  the  government 
required  that  the  vouchers  be  invest- 
ed by  the  recipient  and  not  sold  on 
the  open  market. 

The  remainder  of  the  equity — 
70% — remained  in  the  State  Owner- 
ship Fund.  Under  the  new  govern- 
ment, these  controlling  interests  are 
now  being  sold,  either  directly  to  a 
private  investor  or  on  one  of  the  two 
Romanian  stock  exchanges. 

Several  big  privatizations  loom. 
The  government  has  held  on  to  some 
of  its  real  gems,  including  public  util- 
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ities,  banks  and  insurance  companies. 
One  of  the  first  on  the  block  will  be 
die  Romanian  Development  Bank.  In 
1998  the  government  will  put  up — 
for  bidding  by  foreign  investors — 
30%  of  Rom  Telecom. 

There  are  risks,  of  course,  for  for- 
eign investors.  Privatization,  ending 
subsidies  and  cutting  government 
subsidies  can  be  painful  for  many 
ordinary  people,  disrupting  cozy  spe- 
cial deals  and  eliminating  lots  of 


cushy  jobs.  This  situation  introduces 
new  uncertainties  into  the  lives  of 
people  who  already  live  with  many 
uncertainties.  Unless  Romania's  new 
government  can  deliver  tangible 
results  fairly  soon,  it  is  conceivable 
the  voters  will  turn  against  it. 

The  once  fairly  prosperous  country 
was  reduced  to  poverty  by  socialism. 
Romania's  per  capita  gross  domestic 
product  came  in  at  $1,610  last  year — 
one-third  the  levels  in  nearby  Hun- 


gary and  the  Czech  Republic.  At 
around  $100,  Romania's  average 
monthly  wage  is  barely  on  a  par  with 
China's. 

The  best  hope  for  the  future  is  in 
the  attitude  of  the  young  people  who 
have  no  stake  in  the  old,  corrupt 
system,  and  yearn  for  a  better  life — 
people  like  21 -year-old  Cristyna 
Comanescu,  a  third-year  student  at 
the  University  of  Bucharest. 

"I  am  very  excited  about  the 


From  Nasdaq  to  Rasdaq 


Company/business 

Ticker 

Exchange 

Recent 
price 

Market  value 
($mil) 

%  change 
YT0 

1996 
EPS 

P/E 

Revenue 
($mil) 

Assets 
($mil) 

Antibiotice/pharmaceuticals 

ATB 

BSE 

$1.15 

$76.2 

185.0%' 

$0.02 

61.2 

$4.5 

$38.2 

Arpechim/chemicals 

ARPI 

Rasdaq 

6.10 

32.0 

11.8 

(loss) 

0 

190.1 

111.1 

Arctic  Gaiesti/appliances 

ARC 

BSE 

0.48 

27.7 

1.02 

0.03 

17.9 

4.5 

32.0 

Azomures/chemicals 

AZO 

BSE 

0.49 

82.5 

NA 

0.04 

10.5 

33.1 

112.1 

Oltchim/chemicals 

OLT 

BSE 

0.71 

190.6 

254.03 

0.01 

62.3 

7.7 

236.1 

Petrobrazi/petroleum 

PETZ 

Rasdaq 

6.44 

29.9 

7.5 

(loss) 

0 

210.7 

95.1 

Policolor  Bucuresti/paints 

PCL 

BSE 

0.87 

36.3 

437.04 

0.05 

17.3 

5.0 

26.4 

Rolast/chemicals 

ROPI 

Rasdaq 

0.34 

7.4 

13.8 

0.04 

8.26 

37.0 

26.5 

Romcim  Bucuresti/cement 

ROMB 

Rasdaq 

15.44 

106.3 

18.8 

0.29 

52.7 

11.8 

138.0 

Sidex/metallurgy 

COER 

Rasdaq 

2.88 

90.0 

14.2 

0.03 

82.6 

877.5 

1,135.5 

All  figures  are  In  U.S.  dollars.  Revenue,  and  1996  EPS  are  converted  at  the  closing  rate  of  exchange  for  the  year;  assets  are  converted  at  fiscal  year-end  rate.  Market  value  as  of  Aug.  25. 
'As  of  Apr.  16.  !As  of  June  4.  'As  of  Feb.  18.  'As  of  Mar.  12.  NA:  Not  applicable. 

Sources:  Bucharest  Stock  Exchange;  Rasdaq;  Unicapital  S.A.  Securities;  Danubius  Securities. 

Above  are  the  companies  with  the  largest  market  capitalization  on  Romania's 
Rasdaq  and  Bucharest  Stock  Exchange.  The  exchanges'  total  market  cap:  $1.5  billion. 


Investing 
in  Romania 

Where  there's  capitalism, 
there's  a  stock  market. 
Romania  has  two — the 
115-year-old  Bucharest 
Stock  Exchange  and  the 
one-year-old  Rasdaq.  Both 
are  still  barely  stirring,  but, 
says  Prime  Minister  Victor 
Ciorbca:  "On  one  day 
alone  this  year  the 
Bucharest  Stock  Exchange 
registered  more  trans- 
actions than  the  total 
number  of  transactions  it 
had  for  all  of  last  year." 

The  Bucharest  Stock 
Exchange  was  established 
in  1882,  when  Bucharest 
was  known  as  the  "Little 


Paris"  for  its  ornate  build- 
ings and  leafy  tree-lined 
boulevards.  It  was  shut 
down  by  the  Communists 
in  1947  and  reopened  in 
June  1995.  Today  it  is 
home  to  the  stocks  of  54 
companies.  Its  Web  site  is: 
www.delos.ro/bse. 

This  is  a  thin  market, 
but  if  the  economy  goes 
well  it  could  prove  to  be 
seriously  undervalued. 
The  54  companies  listed 
have  a  combined  market 
value  of  around  $600 
million. 

Then  there  is  Rasdaq, 
an  electronic  trading 
system  set  up  by  USAID 
and  modeled  after 
Nasdaq.  The  Rasdaq  Web 
site  is:  www.rasd.ro. 


Opened  for  trading  last 
October,  it  already  has 
more  than  3,700  priva- 
tized companies  listed  on 
it.  Most  of  these  are  shoe- 
string companies;  only 
about  1,500  actively 
trade.  Eventually  T  bills, 
corporate  and  junk 
bonds,  futures  and 
options  will  also  be  traded 
on  Rasdaq,  which  cur- 
rently has  a  capitalization 
of  $865  million.  That 
amounts  to  a  few  hun- 
dred thousand  dollars  for 
the  average  listing. 

There  are  no  Roma- 
nian ADRs,  but  if  you 
push  him  or  her,  your 
broker  probably  can  buy 
some  of  the  stocks  for 
you.  As  in  most  emerging 


markets,  however,  you're 
probably  a  lot  better  off 
with  a  fund. 

Two  funds  with  signifi- 
cant Romanian  exposure 
are  Hong  Kong- based 
Regent  Pacific  Group 
($65  million,  half  of 
which  will  be  invested  in 
Romania,  the  rest 
throughout  the  Balkans), 
for  institutional  investors; 
and  the  Vienna-based 
Romanian  Investment 
Fund,  which  has  raised 
$65  million  to  invest  in 
public  and  private  Ro- 
manian companies  and 
trades  over-the-counter  in 
the  U.S.  The  NYSE-traded 
GT  Global  Eastern  Europe 
Fund  has  a  small  Roman- 
ian position.  -C.S. 
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make  a  wise  move. 


7-day  average  yields  as  of  8/19/97. 


Zurich 

YieldWise 

Money  Fund. 

SIMPLE  YIELD 

5.73% 


#1  yielding 
money  market  fund. 

Our  yield  currently  ranks  #1  of  230  general  money  market  funds 
according  to  IBC  Financial  Data  for  the  7-day  period  ended  8/19/97. 
So,  for  a  highly  competitive  return  from  a  money  market  fund  keenly 
focused  on  holding  expenses  to  a  minimum,  follow  the  smart  money 
to  Zurich  YieldWise.  You  can  also  rest  easy,  knowing  your  money  is 
being  managed  by  Chicago-based  Zurich  Kemper  Investments,  who 
helped  pioneer  money  market  funds  over  20  years  ago. 

100%  No-Load  •  $25,000  minimum 

For  the  current  yield  and  a  free  YieldWise  Fact  Kit  with  prospectus, 
call  toll  free  1-888-523-4144  ext.  333. 

Yield  shown  is  the  average  annualized  net  investment  income  per  share.  The  advisor  is  waiving 
management  fees  of  .50%  and  absorbing  expenses  of  .13%.  Otherwise,  the  yields  would  have 
been  5.26%  and  5.10%  respectively.  Money  funds  are  neither  insured  nor  guaranteed  by  the  U.S. 
Government.  There  is  no  assurance  that  a  fund  will  maintain  a  $1  share  value.  Yield  fluctuates.  Past 
performance  is  no  guarantee  of  future  results.  For  more  complete  information,  including  management 
fees  and  expenses,  call  Zurich  Kemper  Distributors,  Inc.  at  the  number  below  for  a  free  prospectus 
kit.  Please  read  it  carefully  before  you  invest  or  send  money.  1030310 


1-888-523-4144  ext.  333 
www.zurichfunds.com/yieldwise 

125  years  of  history,  managing 
wet  $150  billion  globally. 


ZURICH 


Prime  Minister  Victor  Ciorbea 

Has  his  eye  on  foreign  investors. 


President  Emil  Constantinescu 
Wasting  little  time  with  his  reforms. 


reforms,"  Comanescu  beams.  "I  have 
been  expecting  them  since  I  was  five 
years  old.  They  [the  new  govern- 
ment] are  going  to  make  real 
changes.  I  really  trust  them.  I  am 
very  fortunate." 

For  there  is  no  reason  Romania 
must  remain  as  poor  as  it  is.  "Don't 
forget,"  Ciorbea  says,  "that  Romania 
is  situated  at  the  crossroads  of  com- 
mercial roads  north,  south,  east  and 
west.  The  railroads  and  the  highways 
that  will  one  day  pass  though  Roma- 
nia will  become  the  safest  and  the 
shortest  ways  of  transportation  for 
the  big  natural  reserves  and  raw 
materials  from  the  Caspian  Sea  to  the 
West."  mm 
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L\  Snake.  Chicken's  feet.  Octopus.  In  Asia,  all  kinds 
j  hings  go  into  a  rice  bowl.  But  one  item  is  really 
imsing:  nickel.  Let  us  explain.  For  years,  stainless 
1 1  has  been  an  ingredient  of  cutlery 
cookery  in  North  America, 
mse  it  doesn't  transfer 
i's  taste  or  odor, 

is  hygienic. 
n,   for  the  / 
ie  reasons, 
being  used 
make  rice 
vis  and  chop- 
ks  in  Asia.  Which 
Dpetizing  news  for  the 
estor.  Because  Inco  makes 
nickel  that  makes  the 
nless  steel.  And  rice 


playing  a  key 


many  of  Asia's  booming  industries.  For  instance,  we 
ke  more  forms  of  nickel  for  bicycles,  motorcycles  and 


cars  than  any  other  nickel  producer.  We're  also  a 
popular  item  on  the  menu  of  Asia's  architects, 
construction  engineers  and  railway  manufacturers. 

As  well,  our  nickel  is  in  increasing 
demand  for  a  number  of 
high-tech  applications, 
from  personal 
computers  and 
televisions  to 
printed  circuit 
boards  and 
rechargeable 
batteries.  It's  why 
at  Inco,  we're  on  an 
aggressive  program  of 
expansion  and  growth,  at  our 
Voisey's  Bay  deposit  in  Canada,  and  in 
Indonesia.  In  fact,  we're  increasing  our  annual 
nickel  production  capacity  dramatically.  So,  what's 
in  the  rice  bowl  for  you?  If  you're  an  investor, 
plenty.  For  our  annual  report,  or  for  a  video  or 
pamphlet  detailing  our  activities  throughout  Asia, 
11  1-800-361  -INCO.  Or  visit  us  atwww.incoltd.com. 


inco 


The  new  Compaq  Deskpro  line  is  designed  to  save 
you  money,  not  just  the  day  you  buy  them  but  over 
their  entire  lifespan. 

It  all  starts  with  Compaq's  new  Optimized  Delivery 
Model  (ODM).  With  ODM  the  new  Deskpro  2000 
and  4000  models  will  be  built  to  order,  so  you'll 
receive  Compaq  quality,  Compaq  innovation,  and 
Compaq  reliability  at  new  aggressive  prices,  more 
aggressive  than  you've  ever  seen  from  Compaq. 

Of  course,  satisfying  your  immediate  need  for 
value  shouldn't  mean  sacrificing  your  ultimate  desire 
for  performance.  With  Deskpro,  it  doesn't.  Inside 
you'll  find  useful  innovations  that  allow  your  end 
users  to  do  more  faster.  Like  Intel  Pentium'  processors 
with  MMX™  technology  and  high-capacity  EIDE  and 
Ultra  ATA  hard  drives. 

And  to  keep  those  costs  down  once  your  system 
is  up  and  running,  Deskpro  has  improved  Intelligent 
Manageability.  You'll  be  able  to  manage,  monitor, 
and  even  take  inventory  from  a  single,  convenient 
location.  Your  desk. 

For  more  information  about  the  Deskpro  2000, 
4000  and  6000  models,  visit  us  at  www.compaq.com/ 
products/desktops. 

We  promise  to  make  it  more  than  worth  your  while. 


Their  hote!  business  is  booming— but  some  of  Marriott's 
limited  partners  think  they  are  being  cut  out  of  their  fair  shares. 

Hard  bargainers 


By  Scott  Woolley 

Hon  i  MAGNATE  John  Willard 
(Bill)  Marriott  Jr.  is  a  devout 
Mormon  and  a  workaholic  so 
hands-on  he  even  picks  out  carpet 
patterns.  The  65-ycar-old  chief 
executive  has  a  knack  for  packing  in 
the  guests.  His  two  companies, 
Host  Marriott  and  Marriott  Inter- 
national, have  a  77%  occupancy  rate, 
six  full  percentage  points  above  the 
average  for  upscale  hotels. 

He  and  his  brother  Richard  now 
run  one  of  the  world's  biggest 
hotel  empires.  Marriott  Interna- 
tional— the  management  arm — 
runs  1,500  establishments,  most  of 
them  under  its  Marriott,  Ritz-Carl- 
ton  and  Renaissance  flags. 

His  brilliant  success  notwith- 
standing, there  are  investors 
who  do  not  much  like  Bill  Mar- 
riott. He  enraged  bondhold- 
ers in  1993  when  he  split 
his     company  into 
today's  separate 
management  and 
real  estate 
arms.  In  the 
process 
he  re- 
moved 

the  lucrative  manage- 
ment contracts  and 
their  rich  cash  flow, 
which  had  been  collat- 
eral for  Marriott  Corp. 
bonds.  Only  the  physi- 
cal assets  remained  as 
security  for  the  bonds. 
This  was  at  a  time  when 
real  estate  was  still  in  a 
slump. 

When  the  split  was 
announced  the  stock 
leaped  12%,  while  the 
debtholders  watched  the 
market  price  of  their  bonds  drop  30%. 
Merrill  Lynch  resigned  as  the  debt 
underwriter.  Bondholders  sued — but 


Terence 

Golden,  Richard 
Marriott  and  broth- 
er Bill  say  their 
cozy  relationship  is 
part  of  what  makes 
the  Marriott  empire 
so  successful. 


gained  only  minor 
concessions. 

In   the   end  the 
bonds  largely  recov- 
ered, and  are  today 
selling  for  slightly 
less  than  they  did 
before  the  breakup, 
leaving  the  holders 
virtually  whole  but 
still  feeling  sore. 
In  the  real  world 
of  doing   business,   the  split-up 
changed  little.  Marriott  Internation- 
al kept  the  management  contracts  at 


every  one 
of  Host's 
hotels.  Be- 
tween them,  Bill 
Marriott  and 
brother  Richard  still 
own  21%  of  Marriott 
International  and  13.3%  of  Host 
Marriott,  and  each  serves  on  both 
boards.  Bill  is  chairman  and  chief 
executive  of  Marriott  International. 
Dick  Marriott  is  chairman  of  Host 
Marriott.  The  two  companies  still 
work  out  of  the  same  building  in 
Bethesda,  Md.  They  share  support 
staff  and  even  a  lunch  room.  Legally 
separate,  the  two  Marriotts  remain 
one  company  in  spirit. 

With  the  brothers  having  big 
stakes  in  both  companies  there 
should  be  no  conflict  of  interest 
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there,  because  if  the  Marriott  broth- 
ers favor  one  company  to  the  disad- 
vantage of  the  other,  they  will  only 
be  taking  from  one  set  of  their 
pockets  and  putting  into  another. 
But  the  situation  is  a  bit  different 
with  the  partnerships  that  helped 
finance  251  of  Host  Marriott's 
properties.  In  these,  Host  Marriott 
was  general  partner;  outside 
investors  were  the  limited  partners. 
Some  of  the  limited  partners  argue 
that  Host  Marriott  advanced 
Marriott  International's  interests 
over  their  own. 

At  least  four  lawsuits  have  been 
filed  against  the  two  companies  on 
behalf  of  limited  partners  in  some  of 
these  properties. 

One  such  partnership  is  the  Chesa- 
peake Hotel  Limited  Partnership, 
which  originally  owned  nine  Mar- 
riott Hotels,  including  the  O'Hare 
Marriott  Hotel  in  Chicago  and  the 
Houston  Marriott  Astrodome.  As 
the  general  partner,  Host  Marriott 
negotiates  the  management  contract 
with  Marriott  International. 

The  lawsuit  by  Chesapeake's  limit- 
ed partners  says  that  Marriott  Inter- 
national charged  management  incen- 
tive fees  from  the  hotels  even  in  years 
when  they  lost  money.  Nobody  could 
deny  that  the  Marriott  name  was 
worth  paying  for,  but  the  fees  them- 
selves weren't  the  entire  issue. 

Since  the  partnership  was  losing 
money,  Marriott  International  wasn't 
paid  up  front.  Instead,  its  "incentive" 
fees  accrued  at  12%  interest.  The 
lawsuit  alleges  that  the  interest  rate 
was  excessive  at  a  time  when  the 
company  was  paying  only  a  bit  over 
9%  on  much  of  its  other  debt. 

After  the  partnership  was  in  the 
black,  starting  in  late  1994,  the  lim- 
ited partners  didn't  see  any  cash 
return  because  the  partnerships  were 
paying  off  the  accrued  fees  and  inter- 
est. The  lawsuits  claim  that  Host 
Marriott  did  not  fulfill  its  fiduciary 
duty  to  the  partnerships,  but  instead 
benefited  its  sister  company,  Marriott 
International. 

The  Marriotts  deny  wrongdoing 
and  say  investors  got  a  fair  return.  But 
they  setded  two  suits  with  the  Chesa- 
peake limiteds.  Part  of  the  settlements 
was  a  confidentiality  agreement. 

The  other  lawsuits  continue.  Lim- 
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ited  partners  in  Courtyard  By  Mar- 
riott II  claim  that  Host  Marriott 
threatened  to  put  the  partnership  in 
bankruptcy  unless  the  partners 
agreed  to  a  refinancing  paired  with 
concessions  to  Host  and  Marriott 
International. 

The  partnerships  were  one  of  the 
ingenious  instruments  the  Marriotts 
used  to  expand  their  holdings.  The 
limited  partners  accepted  relatively 
low  returns  in  favor  of  some  tax 
advantages.  Host  Marriott  is  now 
seeking  to  buy  back  many  of  the 
partnerships  and  plans  to  spend  $1.3 
billion  this  year  acquiring  hotels, 
many  of  them  from  its  stable  of  lim- 
ited partnerships. 

Marriott  clearly  drives  hard  bar- 
gains. Host  Marriott  last  year  made  a 
successful  tender  offer  for  Marriott 
Hotel  Properties  II,  which  owned 
four  hotels — including  the  well- 
known  San  Antonio  Marriott.  It 
bought  the  partnership  units  at 
$150,000  apiece.  Based  on  $15,000, 
roughly  the  amount  the  units  were 
paying  out  at  the  time,  that  works  out 
to  about  ten  times  cash  flow,  seem- 
ingly a  fair  price.  However,  after  the 
tender  offer  was  accepted,  says 
Lawrence  Kolker,  an  attorney  for  the 
limited  partners,  the  partnership  sud- 
denly doubled  the  cash  distributions. 
The  limiteds  are  suing.  Marriott  can't 
comment  with  litigation  pending. 

The  hotel  business  is  in  an  un- 
precedented boom,  and  many  limit- 
ed partners  in  Marriott  deals  feel 
they  are  not  getting  their  rightful 
share.  "Marriott  took  advantage  of 
thousands  of  American  families," 
growls  Marvin  Schick,  a  retired  col- 
lege professor  who  heads  an  ad  hoc 
committee  of  limited  partners  in  real 
estate  partnerships  run  by  Host. 

But  Host  Marriott  Chief  Executive 
Terence  Golden  responds:  "These 
are  sophisticated  investors"  who 
knew  what  they  were  getting  into. 

Who's  right?  Are  lawyers  for  limit- 
ed partners  and  bondholders  just  out 
to  pick  some  very  deep  pockets?  Or 
is  Marriott  pushing  around  a  bunch 
of  small  investors?  Depends  on  your 
point  of  view,  but  this  much  is 
beyond  argument:  When  it  comes  to 
looking  after  the  rights  of  their  share- 
holders, you  can  count  on  the  Mar- 
riott boys  to  drive  hard  bargains.  UH 
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Shi  taiad 


Diane  Ravitch  is 
a  historian  and 
a  Fellow  at  the 
Manhattan  Institute 
in  New  York  City. 


A  YEAR  AGO  the  nation  debated  the  idea  of 
using  street  slang — which  the  Oakland  school 
board  called  ebonies — as  the  language  of 
instruction  in  the  classroom.  The  idea  was 
ridiculed  by  people  such  as  Jesse  Jackson  and 
Bill  Cosby  as  patronizing  and  harmful  to  black 
children's  chances  of  succeeding.  The  Oak- 
land school  board  retreated,  and  the  debate 
seemed  to  fade  away. 

But  it  is  back  in  a  new  form.  The  New  York 
State  Education  Department  has  quietly  dis- 
tributed to  every  school  district  in  the  state  a 
document  with  the  jaw-breaking  title  of 
"Guidelines  for  the  Education  of  Limited 
English  Proficient  Caribbean  Creole  Speaking 
Students  in  New  York  State."  Translated  from 
educationese,  this  means  that  New  York  State 
intends  to  create  bilingual  education  classes 
for  students  from  English-speaking  nations  in 
the  Caribbean  such  as  Barbados,  the  Bahamas 
and  Jamaica.  Call  it  Caribonics. 

Students  who  speak  or  understand  a  Creole 
language  will  take  an  English  test;  if  they 
score  in  the  bottom  40%  and  if  they  are  in 
school  with  19  others  who  speak  the  same 
Creole,  they  will  be  placed  in  a  bilingual  pro- 
gram where  the  language  of  instruction  will 
be  the  Creole  of  their  native  land.  This  will 
create  lots  of  new  teaching  jobs,  since  the 
state  identifies  nearly  two  dozen  distinct 
Creole  languages,  such  as  Leeward  Islands 
Creole,  Bajan,  Garifuna  (black  Carib),  Wind- 
ward Islands  Creole,  Papiamento,  Jamaican 
Creole  (Patwa)  and  Kokoy.  In  some 
Caribbean  nations,  three  or  four  different 
Creole  languages  are  spoken. 

Since  many  Creole  languages  do  not  have  a 
written  form,  students  in  Creole  classes  will  be 
encouraged  to  substitute  "discussion  and 
recitation"  for  reading  and  writing. 

The  writers  of  the  state  document  assure 
teachers  that  each  of  the  Creole  languages  has 
its  own  vocabulary,  rules  and  syntax.  Many 
helpful  examples  of  the  differences  between 

»le  and  standard  English  are  provided.  For 
example,  "1  did  it"  in  standard  English  is  "Mi 
en  dwee"  in  Jamaican  Creole.  "She  is  tired"  in 
standard  English  translates  as  "Shi  taiad"  in 
Barbadian  Creole.  "That  thing  is  not  mine"  in 
standard  English  becomes  "Dat-deh  sintin  no 
fi  mi"  in  Jamaican  Creole. 

Perhaps  the  most  curious  element  in  the 


state's  new  bilingual  document  is  its  descrip- 
tion of  Caribbean  students  and  their  families. 
The  students  "come  from  schools  in  which 
there  are  clear,  precise  and  rigorously  enforced 
rules  of  behavior."  Their  encounter  with 
American  schools,  which  have  more  "flexible 
interactions,"  may  cause  them  to  feel  "anxiety 
and  even  confusion  which  may  be  reflected  as 
passivity  or  resistance."  It  also  points  out  that 

The  title  above  is  no  typo. 
It  is  a  phrase  that  will 
soon  be  taught  to  many 
students  in  New  York  State 
public  schools. 


parents  of  the  Caribbean  kids  expect  their  off- 
spring to  do  well  in  school. 

The  paper  omits  one  other  important  dif- 
ference between  schools  in  the  English-speak- 
ing islands  of  the  Caribbean  and  schools  in 
New  York  State.  Students  in  these  English- 
language  nations  are  taught  in  English,  not  in 
the  local  Creole. 

As  I  read  this  document,  I  happened  to 
come  across  an  article  that  appeared  in  the 
Philadelphia  Inquirer  on  July  13,  written  by 
David  Beard  of  the  Knight- Ridder  News  Ser- 
vice. Beard  visited  a  school  in  Bridgetown, 
Barbados  where  students  regularly  get 
remarkably  high  scores  on  the  SAT,  way  above 
the  average  for  American  seniors  who  take  the 
college  entrance  test.  He  attributed  the  suc- 
cess of  the  Barbadian  secondary  school  to 
"rote  grammar,  rigid  writing  drills,  intensive 
mathematical  problem-solving  .  .  .  strong  dis- 
cipline. .  .  .  Great  respect  for  teachers,  who 
insist  on  proper  behavior.  A  heavy  load  of 
homework.  Universal  entry  into  schools  at 
age  4.  Strong  parental  support  and  high 
parental  expectations." 

If  such  approaches  work  in  Barbados,  why 
are  they  not  good  enough  for  the  education 
experts  who  advise  the  New  York  State  Edu- 
cation Department?  Instead,  our  experts 
want  to  teach  Caribbean- born  youngsters  in 
their  native  patois;  to  "adjust"  them  to  accept 
disorderly  classrooms;  and  to  give  their  par- 
ents counseling  so  that  they  will  accept  the 
lack  of  discipline  and  low  expectations  of 
American  schools. 

Something  is  terribly  wrong  here.  M 
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Ckevy™  Lumina!'  It's  so  low-maintenance,  tke  engine  coolant  doesn't  need  ckanging  for  five  years  or  150,000 


miles*  and  its  suspension  is  luted  for  life.  And  you  11  be  glad  to  know  tkat  for  tke  price,  no  six-passenger 


car  in  its  class  can  offer  as  many  standard  safety  features  as  tke  Lumina  LS.f  You  11  also  ke  glad  to  know  tkat 


it's  affordakle.  So  wken  it  comes  to  your  kottom  line,  you  may  kave  one  less  tiling  to  worry  akout. 

Genuine  Chevrolet'  aJHmp 

The  Cars  More  Americans  Trust.  ^^^WtK^S 


Call  1-800- PI.HET  Operations  or  visit  www.clievrolet.Lom  'Maintenance  needs  vary  with  use  and  driving  conditions. 
See  owner's  manual  for  more  information,  ffcxcludes  other  GM  products.  ©1996  GM  Corp.  Buckle  up,  America!  ST 


A  90-year-old  product  is  still  money 
in  the  bank  for  General  Time  Corp. 
Moral:  Good  design  sometimes  pays. 

Wake-up  call 


By  Ashlea  Ebeling 


An  ad  from  1942  featuring  Henry  Dreyfuss'  well-designed  clock,  now  a  classic 
"People  live  and  die  for  the  Big  Ben." 


As  A  consultant  to  General 
Time  Corp.  in  the  1930s  and 
1940s,  industrial  designer  Henrv 
Dreyfuss  took  the  clunky  1906 
Big  Hen  keywind  alarm  clock  and 


made  it  an  American  classic. 

General  Time  was  itself  something 
of  an  American  classic,  created  by  the 
1930  merger  of  La  Salle,  IU.'s  West- 
ern Clock  Co.,  founded  in  1885,  and 


Seth  Thomas,  founded  in  1813,  in 
the  earliest  days  of  American  indus- 
trialization, in  Thomaston,  Conn. 

But  General  Time  lost  its  way.  It  i 
became  part  of  Talley  Industries  and 
more  or  less  forgot  about  good 
design.  All  this  began  to  change  in 
1988  when  Frederick  Pistilli,  who 
was  brought  in  by  Talley  as  president 
in  1986,  led  a  buyout  of  the  $70  mil- 
lion (revenues)  company.  The  Pistilli 
group  paid  $37  million,  $30  million 
of  it  in  cash  raised  partly  through  a 
bank  loan.  Pistilli  got  more  than  50% 
of  the  stock. 

Pistilli  credits  his  wife,  Rodney 
(Roddie)  Pistilli,  who  holds  a  B.S.  in 
industrial  design  from  the  University 
of  Michigan,  with  reinvigorating  the 
design  conscience  of  the  company.  At 
the  time  of  the  lbo  General  Time 
employed  only  one  designer.  "Some- 
one had  to  look  at  the  entire  product 
line  and  coordinate  it  all,"  Rodney 
Pistilli  says.  The  key  was  "coordina- 
tion, "  that  is,  giving  all  the  compa- 
ny's products  a  family  resemblance. 

Before  she  retired  at  the  end  of 
1996  as  the  director  of  design, 
Rodney  Pistilli  built  up  a  design 
department  of  seven.  They  concen- 
trated on  details  like  enlarging  the 
dial  for  the  8-inch  round  Simplicity 
wall  clock  for  better  visibility,  splash- 
ing the  square-case  Bold  electric 
alarm  clock  with  summer  citrus 
colors.  A  third  of  General  Time's 
products  are  made  in  Asia  by  outside 
makers,  but  Rodney  Pistilli  made  sure 
that  the  snooze  button  carries  an 
American  symbol:  zzz. 

Roddie  and  Fred's  son,  Dale  Pistil- 
li, is  General  Time's  director  of  mar- 
keting. He  points  proudly  to  a  wall 
clock  made  from  a  block  of  oak  that 
has  a  stainless  steel  cutout  face  with 
no  numbering. 

Besides  contemporary  design, 
General  Time  is  exploiting  nostalgia. 
In  January  Pistilli  will  introduce  a 
zinc  battery-operated  version  of 
Dreyfuss'  1947  keywind  Big  Ben  at 
under  $30  retail.  Already  on  the 
market  is  a  keywind  alarm  clock 
inspired  by  the  popularity  of  the  sig- 
nature Big  Ben.  Named  the  Clarion, 
it  contains  the  same  insides  as  a  Big 
Ben  but  has  a  louder  alarm  and  a  new 
plastic  case.  Priced  at  under  $15,  the 
clock  sold  700,000  units  in  its  first 
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As  CEO,  whafs  your 

corporation's 
reputation  worth? 


How  do  you  measure  the  value  of  a  company's  good  name? 
.  Financial  World  recently  addressed  that  question.  They  had 
accountants  calculate  the  value  of  several  well-known  brand 
names.  And  one  was  worth  over  $43  billion. 

Clearly,  a  good  reputation  can  be  worth 
as  much  to  a  company  as  its  fixed  assets. 
So,  if  somebody  is  going  to  put  your 
corporate  logo  on  a  gift  -  for  cus- 
Does  this  have  the  tomers,  or  prospects,  or  even  your  own 

look  of  a  blue  chip?      employees  -  shouldn't  it  be  something  that 
sends  the  message  you  want  to  send? 

May  we  offer  a  suggestion?  Have  the  person  who  orders  your 
gifts  and  incentives  take  a  look  at  our  Lands'  End*  Corporate  Sales 
catalog.  The  merchandise  in  this  catalog  is  tasteful  and  well  made 
-  Lands'  End  merchandise,  to  be  exact. 

And  if  you  should  want  a  corporate  logo  embroidered  on  one  of 
our  products,  well  make  it  with  as  much  care  and  attention  as  the 
product  itself. 

So,  here's  another  suggestion.  Why  not  tear  out  this  ad  and 
pass  it  along  to  the  person  in  your  organization  who  orders  your 
corporate  gifts  and  incentives? 

That  way,  you  can  be  sure  that  the  statement  your 
gift  is  making  is  the  statement  you  want  to  make. 

After  all,  its  your  corporate  reputation  that's  at  stake. 


Corporate  Sales 


To  whoever  orders  your  gifts  and  incentives:  for  our  Corporate  Sales  catalog  and  more  about  our 
services,  just  call  1-800-916-2255,  or  fax  your  business  card  to  1-800-965-3329.  Or  e-mail  to 
corpsales@landsend.com.  Or  go  to  our  Website,  www.landsend.com/corpsales  Unas'  End  products  are 

not  for  resale  in  a  retail  setting.  @  1997  Lands'  End,  Inc. 


ADVERTISEMENT 


Partnerships  In 
Engineering  Excellence 

Parker  Supports  Oshkosh  in  Creating  a  TYuck 
That  Pours  Solid  Profits 


For  all  those  children  who  have  dreamed  of  growing  up  to 
build  trucks  —  big  trucks  —  the  almost  1 ,600  employees 
of  Oshkosh  Truck  Corporation  are  living  that  dream. 
Oshkosh,  based  in  the  Wisconsin  city  of  the  same  name, 
manufactures  heavy-duty  specialized  trucks,  transportation 
equipment  and  components  for  commercial  and  military 
customers.  You've  probably  noticed  Oshkosh  vehicles  with 


The  Oshkosh  S-series  forward-placement  concrete  carrier 
maneuvers  into  tough  spots  easily  and  gets  the  job 
done  faster. 

their  distinctive  logo  on  the  front.  Their  signature  designs 
are  perfect  for  removing  snow  from  highways  and  airport 
runways,  speeding  to  an  airplane  crash  for  immediate 
discharge  of  fire-suppressing  agents,  or  the  demanding 
task  of  delivering  ready-mix  concrete  to  construction  sites. 

In  fact,  Oshkosh  engineers,  with  support  from  Parker 
Hannifin,  designed  a  specialty  truck  that's  revolutionizing 
the  ready-mix  industry.  The  Oshkosh  S-Series  forward- 
placement  concrete  carrier  gives  ready-mix  concrete 
suppliers  a  new  standard  for  the  way  their  business  is 
conducted.  The  truck's  superior  maneuverability  makes 
extensive  site  preparation  unnecessary,  and  since  the 
operator  drives  the  truck  forward  into  position  for  the 
pour,  the  field  of  vision  is  significantly  improved.  As  a 
result,  a  smaller  site  crew  can  handle  the  work  efficiently, 
keeping  valuable  employees  on  other  tasks. 


Oshkosh  engineers  collaborated  with  Parker's  design 
and  manufacturing  experts  to  create  the  high-tech  compo- 
nents needed  for  such  a  vehicle.  Engineers  from  both 
companies  worked  together  to  develop  critical  compo- 
nents that  allow  the  S-Series  to  make  more  accurate 
pours  with  a  higher  discharge  chute  and  assure  the 
safest  possible  operation  using  chute  and  mixer  controls 
mounted  inside  the  cab.  Productivity 
and  profitability  are  increased  through 
improved  over-the-road  stability 
and  maximization  of  legal  loads  with 
the  LOAD-SPAN®  tag  axle,  used 
on  bridge  formula  trucks.  Parker 
extends  such  expertise  to  numerous 
Oshkosh  design  and  engineering 
challenges.  From  hoses,  fittings  and 
valves  to  advanced-design  air  brake 
harnesses,  connectors  and  couplers, 
Parker  supplies  Oshkosh  with  the 
quality  parts  and  engineering  an 
industry  leader  requires. 

It's  this  kind  of  engineering  sup- 
port that  allowed  Oshkosh  to  create  a 
vehicle  that's  as  reliable  as  it  is  tech- 
nologically advanced.  The  S-Series' 
concrete  drum  and  charge  hopper, 
constructed  with  super-tough  alloy  steels,  reduce  mainte- 
nance and  deliver  longer  life.  The  concrete  discharge 
chute  is  nearly  22  feet  long  and  allows  the  truck  to  stay 
further  from  deep  excavations  for  increased  safety,  while 
the  front-discharge  design  allows  the  vehicle  to  move 
closer  on  tough  projects  like  the  construction  of  a  high- 
wall  foundation.  Sophisticated  hydraulics  and  pneumatics 
provide  for  high-performance  braking  and  steering. 

But  such  engineering  marvels  are  commonplace  at 
Parker  Hannifin.  Companies  from  around  the  world  —  in 
automotive,  industrial  and  aerospace  industries  —  also  rely 
on  the  innovation  and  dependability  of  Parker  technology, 
components  and  systems.  Serving  more  than  300,000 
customers  in  more  than  1 ,200  markets,  Parker  Hannifin 
consistently  delivers  the  industry's  highest  support  and 
service  needed  to  keep  companies  such  as  Oshkosh  Truck 
on  the  leading  edge  of  innovation. 

For  more  information  about  how  Parker  Hannifin  can 
help  your  company  overcome  demanding  engineering  and 
design  challenges,  call  1 -800-C-PARKER. 
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>arker  and  Oshkosh  drive  into  the  future  on  all  wheels 


eliable  hydraulic  technology 
rom  Parker  Hannifin  helps 
vehicles  perform  efficiently, 
leanly  and  safely  on  the  world's 
lighways.  And  when  the  job 
iemands  it,  we  also  head  off-road 
with  top  companies  like  Oshkosh 
irruck  Corporation. 

Oshkosh,  led  by  Chairman 
Und  CEO  Gene  Goodson,  is  one 
j)f  the  world's  leading  makers  of 
hpecialized  trucks  and  transport 
Equipment  -  vehicles  as  reliable 


in  two  feet  of  mud  as  on  two  lanes 
of  blacktop.  Goodson  is  a  scientist 
and  engineer  by  training,  so  he 
knows  the  importance  of  design 
efficiency  in  every  detail. 

Parker  worked  closely  with 
Oshkosh  design  engineers  to  create 
the  most  efficient  and  economical 
hydraulic  systems  for  many  of 
their  vehicles.  Parker  also  trained 
Oshkosh  hydraulic  assemblers 
in  leak-free  technology  and 
continues  to  back  them  with  parts 


and  service  from  its  distributor 
network. 

Premier  customer  service  like 
this  has  helped  make  Parker 
Hannifin  a  leader  in  the  motion- 
control  industry  on  a  worldwide 
basis.  For  more  information,  write 
for  our  annual  report:  Parker 
Hannifin  Corporation,  Dept.  F-97, 
6035  Parkland  Boulevard,  Cleveland, 
OH  44124-4141.  For  product  infor- 
mation, call  1-800-C-PARKER 
(1-800-272-7537). 


A  partnership  in  vital  technologies  MWWj^ 
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General  Time  Chief 
Executive  Frederick 
Pistilli  in  the  Athens, 
Georgia  plant 
He  rescued — and 
is  reviving,  with 
help  from  his  wife 
and  son — the 
storied  American 
clock  company. 


year,  1992.  Nostalgia  with  a  modern 
twist.  Then  there  are  clocks  with 
Looney  Tunes  cartoon  characters, 
vintage  Coca-Cola  imagery,  as  well  as 
Mickey,  Minnie  and  Pluto. 

In  the  last  three  years  General 
Time's  revenues  have  grown  40%,  to 
more  than  $  1 00  million.  The  compa- 
ny's exports,  previously  negligible, 
have  quadrupled. 

Of  the  20  million  clocks  sold  annu- 
ally by  General  Time,  two-thirds  are 
made  from  scratch  in  Athens,  Ga. 
Surprisingly,  one  in  six  is  keyv,  ind. 
General  Time  is  the  sole  U.S.  maker 
of  keywind  clocks,  and  its  plants  are 


now  so  efficient  that  it  exports  1  mil- 
lion keywinds  overseas  each  year. 

Why  bother  winding  a  clock  when 
a  quartz  clock  requires  a  new  battery 
only  every  two  years  or  so?  Anyone 
who  asks  that  question  doesn't 
understand  the  power  of  nostalgia  in 
marketing.  Donald  Ragogna,  a  Gen- 
eral Time  executive  and  shareowner, 
says:  "There  are  people  out  there 
who  live  and  die  for  the  Big  Ben. 
We'll  be  producing  them  for  years 
to  come." 

"[Henry]  Dreyfuss  took  the  Big 
Ben  from  looking  like  a  bunch  of 
stamped  metal  parts  screwed  togeth- 


er to  something  that  looks  like  a 
much  more  expensive  item,"  says 
Russell  Flinchum.  He's  the  author  of 
Henry  Dreyfuss,  Industrial  Designer: 
The  Man  in  the  Brown  Suit.  It's  a 
book  well  worth  reading  by  anyone 
involved  in  marketing. 

Big  Ben  was  recently  on  display  as 
part  of  a  Dreyfuss  exhibit  at  Manhat- 
tan's Cooper-Hewitt  National  Design 
Museum,  and  it  lives  on  even  in  Gen- 
eral Time's  rather  kitschy  almond  and 
goldtone  plastic-housed  version. 
Whatever  Pistilli's  predecessors  paid 
the  famous  designer,  he  was  a  bargain 
for  them.  Bi 
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All  our  agents  a 


u  snoruy. 
ou  shortly. 





AND  THEY  HAVE  THE  NERVE  TO  CALL  IT 
LOCAL  PHONE  SERVICE. 


Don't  wait  for  your  local  phone 

W 

®f    COMPANY  TO  CHANGE.  CHANGE  YOUR 
LOCAL  PHONE  COMPANY  TO  TCG.® 

TCG  is  the  other  local  phone  company, 


the  responsive  one — the  country's  largest 
competitive  local  exchange  company,  operating 
in  57*  major  markets  and  serving  Fortune  500® 
companies  and  companies  of  all  sizes  since  1985. 
TCG  offers  unsurpassed  reliability,  with  99.99+% 
uptime,  supported  by  24-hour,  7-day-a-week, 
proactive  network  monitoring  that  eliminates 


problems  before  you  even  become  aware  of  them. 
And  all  our  voice,  data,  video  and  Internet  services 
are  delivered  via  the  latest  digital  and  fiber-optic 
technology.  TCG  brings  a  customer-first  attitude 
to  serving  your  business.  You'll  receive  more 
attention  and  quicker  repairs.  We  can  design  a 
telecommunications  system  to  fit  your  business, 
and  we'll  do  it  at  competitive  rates  that  can 
result  in  immediate  savings.  To  find  out  how  we 
can  help  your  business,  call  1-800-889-4TCG,  or 
visit  our  web-site  at  www.tcg.com. 


U997  Teleport  Communications  Croup  Inc. 


You  can  zap  a  TV  commercial. 

But  it's  a  lot  harder  avoiding  a  branded 

piece  of  architecture  staring  you  right  in  the  face. 

Zap -proof 
advertising 

By  Joshua  Levine 


"Borromini,"  says  David  Rockwell, 
impishly  rolling  the  letters  of  the 
great  Italian  architect's  name.  "If  cor- 
porations are  the  new  Renaissance 
patrons  of  architecture,  I  guess  I 
might  like  to  be  considered  the  new 
Borromini."  Borromini's  oval-domed 
churches  blew  Rome's  mind  in  the 
1 7th  century,  and  Rockwell  wants  to 
blow  21st-century  minds. 

Despite  the  tongue-in-cheek  anal- 
ogy, what  Borromini  did  for  Roman 
grandees,  Rockwell  would  like  to  do 
for  clients  like  Coke,  Disney  and 
Sony  He  is  standing  beside  one  .of  his 
latest  creations:  a  42-foot-high  Coke 
bottle  made  out  of  983  bats,  79  mitts 
and  5,788  baseballs.  It's  the  center- 
piece of  an  open-to-the-public  Coke 
shrine  called  the  Sky  Field  on  the 
rooftop  of  Atlanta's  Turner  Field. 

After  every  Braves  home  run,  the 
Coke  bottle  erupts  in  a  shower  of 
fireworks  visible  from  most  anywhere 
in  downtown  Atlanta.  Coke-bottle- 
shaped  cannons  spew  streamers. 
Architecture  as  advertising?  Why  not. 
You  can  zap  a  TV  ad.  Try  zapping  that 
huge  Coke  bottle. 

Wait.  There's  more  to  die  Sky  Field. 
Oversize  Adirondack  chairs  scattered 
for  lounging  are  shaped  like — yup, 
Coke  bottles.  Cool  air  is  blown 
through  specially  designed  ducts  in  a 
kind  of  outdoor  air-conditioning.  Kids 
can  run  a  replica  base  path  or  lounge 
in  a  replica  dugout  with  the  sounds  of 
Braves  banter  piped  in.  It  may  not 
sound  like  fun  to  you ,  but  on  a  recent 
evening  1,100  screaming  kids  ran  the 
base  path — and,  hopefully,  took  home 


fuzzy  memories  of  the  fizzy  sponsor 
who  provided  them. 

"It's  the  silliest  thing,"  marvels 
Braves  President  Stan  Kasten.  "I 
don't  get  it."  But  the  kids  do. 

A  new  age  of  architecture  is  dawn- 
ing— the  age  of  branded  architecture. 
Its  hallmarks  are  raucous  over- 
stimulation of  the  nerve  endings,  and 
its  premise  is  very  simple:  Why  build 
a  billboard  if  you  can  build  a  build- 
ing? Until  recently  Coke  made  the 
traditional  concession  deal  with  the 
Braves.  Coke  paid  the  Braves  several 
million  dollars  a  year,  and  the  Braves 
agreed  to  pump  Coca-Cola  exclu- 
sively and  give  Coke  a  nice  big  bill- 
board in  their  stadium.  Last  year 
Coke  figured  it  could  do  better. 

In  marketing  gobbledygook  they 
call  it  "dimensionalizing  the  brand." 
"We  spent  a  couple  of  million  dollars, 
which  is  chump  change  for  a  compa- 
ny like  us,  and  we  get  an  experience 
for  everybody,"  says  Steve  Koonin, 
whose  actual  title  is  vice  president  of 
presence  marketing.  The  Sky  Field 
concessions  are  far  and  away  the  most 
profitable  in  the  park. 

Rockwell  is  branded  architecture's 
funky  Borromini,  in  his  trademark 
black  jeans  and  high-top  sneakers.  A 
sense  of  theater  comes  naturally  to 
this  41 -year-old.  His  mother  was  a 
choreographer,  and  his  early  experi- 
ences with  theater  groups  in  his 
hometown  of  Deal,  N.J.  made  a  last- 
ing impression.  "I  went  to  architec- 
ture school  with  the  idea  that  my 
interests  in  theater  and  architecture 

mid  overlap."  In  fact,  Rockwell 
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David  Rockwell 

went  to 
architecture 
school  with  the 
idea  that  my 
interests  in 
theater  and 
architecture 
could  overlap." 


would  love  to  apply  his  theatrical  sen- 
sibility to  designing  sets  for  a  Broad- 
way production.  He  is  already 
redesigning  the  dining  and  retail  sec- 
tions of  the  Bronx  zoo. 

His  whimsical  aesthetic  showed  up 
in  some  of  the  ultrachic  New  York 
eateries  where  Rockwell  first  made  his 
mark.  For  the  acclaimed  sushi  restau- 
rant Nobu,  Rockwell  designed  chairs 
with  chopstick  legs;  his  redesign  of 
the  once-fashionable  Manhattan  gin 
mill  called  the  Monkey  Bar  included 
martini-olive  stools — yes,  you're  sit- 
ting on  the  pimento!  A  just-opened 
French  pastry  shop  and  bistro  from 
Rockwell's  atelier  has  light  fixtures 
that  resemble  oversize  bakery  whisks. 

Architecture  has  always  served  to 
glorify  its  patrons.  But  Mies  van  der 
Rohe's  austere  Seagram  building  rep- 
resents an  altogether  different  kind  of 
homage.  Now,  nearly  40  years  after 
that  bronze  facade  rose  on  Manhat- 
tan's Park  Avenue,  we've  gone  from 
less-is-more  to  in-your-face.  "There's 
an  impression  among  some  architects 
that  theming  is  different  from  design 
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The  eye-popping  concession  stand  at  Rockwell's  Star  theater  in  Southfield,  Mich. 
Twenty  percent  more  munchies  than  other  theaters  in  the  Star  chain. 


and  that  one  is  decidedly  better  than 
the  other,"  says  Karen  Stein,  manag- 
ing senior  editor  of  Architectural 
Record. 

"Unfair,"  snaps  Rockwell.  "Was 
the  Roman  Colosseum  in-your-face? 
Besides,  this  focus  among  architects 
of  creating  a  pristine  monument  that 
lasts  forever  is  boring  as  a  design 
goal,  and  we  certainly  don't  have  it  as 
one  of  ours." 

Rockwell  has  turned  up  the  spigot 
on  the  splash.  His  185,000-square- 


foot  Star  theater  movie  complex  in 
the  Detroit  suburb  of  Southfield, 
opened  last  June,  makes  Hollywood's 
legendary  Mann's  Chinese  Theatre 
look  like  a  gazebo.  The  fun-house 
effect  starts  at  the  front  door.  Phony 
popcorn  kernels  the  size  of  basket- 
balls look  as  if  they're  spilling  from  a 
monstrous  bucket. 

The  house  is  as  much  an  attraction 
as  what's  on  the  screens.  "David  took 
our  concession  stand  and  made  it  a 
work  of  eye-popping  art,"  says  Jim 


Loeks.  Loeks  and  his  wife,  Barrie,  are 
part-owners  of  Loeks-Star  Partners,  a 
nine-theater  Michigan  chain  that 
owns  the  Star.  "It  should  be  worth 
the  price  of  the  movie  just  to  go  into 
the  theater,"  he  says. 

The  Loekses  believe  that  the  the- 
ater's design  lets  them  hike  the  ticket 
price — it's  $7,  versus  $5.50  for  a 
nearby  competitor.  It  had  better 
work,  because  Rockwell  thinks  grand: 
The  complex  cost  over  $40  million  to 
build — Rockwell's  brand  of  relentless 
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Southfield,  Mich.'s 
Star  theater 
Why  build 
a  billboard 
when  you  can 
build  a  building? 
"it  should  be 
worth  the  price 
of  the  movie  just 
to  go  into  the 
theater,"  says 
Star  owner  Jim 
Loeks.  Indeed. 
The  $7  ticket 
price  is  $1.50 
higher  than  local 
competitors'. 


fun  doesn't  come  cheap. 

"Two  years  ago  it  was  tough  to 
gut-check  this  one,"  says  Loeks.  Not 
any  more.  The  Southfield  theater  is 
on  track  to  book  3  million  visits  this 
year — many  from  Ohio,  just  an  hour 
and  a  half  away.  Break-even:  1.2  mil- 
lion visits.  Loeks  now  plans  to  add 
another  65,000  square  feet  of  restau- 
rants and  shops  to  the  complex.  "The 
idea  is  to  create  a  sense  of  place 

j  people  want  to  go  to  every  week," 

j  says  Loeks. 
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A  new  design  for  the  Doral  Inn  in  Manhattan 

Can  a  bed  in  the  middle  of  the  room  double  the  rate? 
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CompUSA's  Jim  Halpin  is  wrestling 
with  the  Michael  Dell  phenomenon. 
Lotsa  luck,  Jim. 

Wicked 

screwdriver  guys 


Where  does  all  this  leadr  Why,  to 
Disney  World,  of  course,  where 
Rockwell  served  as  the  planning  con- 
sultant behind  a  theme  mall  called 
Downtown  Disney,  opening  this 
month.  This  fantasyland  is  for  grown- 
ups, not  kiddies.  Gloria  Estefan's 
theme  restaurant,  Bongos  Cuban 
Cafe,  is  built  around  a  giant  pineap- 
ple. Next  door  Barbara  Lazaroff, 
Mrs.  Wolfgang  Puck,  is  laying  some 
$20,000  worth  of  malachite  and 
other  semiprecious  stones  in  the 
exposed  kitchen  counter  of  a  Wolf- 
gang Puck  Cafe  (motto:  "In  Puck  we 
trust").  The  House  of  Blues  next 
door  features  not  one  but  two  gospel 
brunches  daily,  and  that's  just  in  a 
side  room.  "People  will  walk  down 
the  main  promenade  and  just  say, 
'Wow!'  They'll  get  goose  bumps," 
says  Disney  vice  president  Karl  Holz. 

Starwood  Capital,  which  owns 
over  100  hotels,  has  engaged  Rock- 
well to  redo  the  Doral,  a  run-down 

<cWas  the  Roman 
Colosseum  in-your-face?" 
snaps  Rockwell  to  critics. 

hotel  in  midtown  Manhattan  whose 
rates  average  just  over  $100  a  night. 
Rockwell's  design  calls  for  a  two- 
story  fireplace  and  a  juice  bar  by  the 
check-in  desk.  The  rooms  are  small, 
but  Rockwell  heightened  their  sense 
of  theater  by  situating  the  beds  in  the 
center  behind  a  copper  headboard. 
"We  could  have  done  very  little  to 
the  hotel  and  gotten  $145  a  night, 
but  we're  going  to  beat  that  by  $50," 
says  Barry  Sternlicht,  Starwood's 
chief  executive. 

Rockwell  understands  what  the  old 
movie  moguls  understood  when  they 
built  their  faux-Moorish  piles  and 
dared  to  raise  admission  to  50  cents. 
That  folks  will  buy  more  and  pay 
more  when  you  deliver  excitement 
and  awe  along  with  die  basic  product. 
Rockwell  says  what  he's  doing  is  even 
older  than  that.  "You  think  there's 
been  no  such  tiling  as  branded  archi- 
tecture before.5  What  about  the 
Catholic  church?  Its  institutions  are 
always  recognizable,  they  support  the 
brand  widi  their  ow  n  nnell,  their  own 
music,  their  own  food  .  mi 
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By  Christopher  Palmeri 

nbc's  Dateline  program  pulled  one 
of  those  classic  hidden  camera 
ambushes  on  the  computer  repair 
industry  recently.  The  results  were  a 
kick  in  the  pants  for  Best  Buy,  Com- 
puter City  and  local  repair  shops. 
Their  employees  misdiagnosed  and/or 
overcharged  Dateline's  secret  shop- 
pers. But  Dallas-based  CompUSA  Inc. 
was  a  winner.  Three  times  the  TV 
assassins  struck,  and  three  times 
CompUSA's  service  departments  fixed 
the  problems  inexpensively.  "We  aced 
them,"  smiles  CompUSA  Chief  Exec- 
utive James  Halpin. 

Conventional  wisdom  says  that  a 
company  should  focus  on  its  "core 
competencies."  But  to  make  money 
in  computer  retailing  you  have  to 
split  your  focus.  CompUSA  is  a  tra- 
ditional retailer  of  computer  hard- 
ware and  software.  But  each  of  its 
1 34  stores  also  includes  a  repair  shop, 
training  classrooms  and  a  delivery  van 
with  a  crew  to  install  customer  pur- 
chases. This,  plus  a  direct  sales  force 
that  calls  on  corporate,  educational 
and  government  customers. 

The  computer  retailing  battlefield 
today  is  littered  with  casualties.  Tandy 
Corp.  has  closed  its  Incredible  Uni- 
verse stores,  and  its  Computer  City 
unit  is  struggling.  Mall-based  soft- 
ware vendor  Babbage's  was  bought 
out  of  bankruptcy.  Best  Buy  and  Wal- 
Mart  have  cut  back  sharply  on  their 
computer  offerings. 

Yet  CompUSA  generates  sales  of 
$1,388  per  square  foot,  two  or  three 
times  more  than  other  consumer 
electronics  and  office  supply  chains. 
For  the  fiscal  year  just  ended,  Comp- 


USA reported  earnings  of  $94  mil- 
lion on  sales  of  $4.6  billion,  a  57% 
increase. 

Halpin  saved  CompUSA  in  1994 
with  radical  surgery.  It  was  focusing 
too  much  on  glitz  and  not  enough 
on  profits.  Halpin,  a  former  home 
improvement  retailing  executive,  got 
rid  of  CompUSA's  racing  car  and 
cable  television  show.  He  let  go 
nearly  half  of  CompUSA's  store  man- 
agers and  replaced  them  with  more 
experienced  people  from  other 
chains.  The  average  age  of  Comp- 
USA's managers  rose  from  26  to  37. 
Their  earnings  went  way  up,  too. 
Halpin  brought  in  an  incentive 
system  that  enables  some  to  earn  as 
much  as  $100,000  a  year. 

CompUSA  is  now  healthy  and 
gaining  share  in  the  retail  segment, 
but  the  shadow  of  Michael  Dell  and 
direct  marketing  looms.  Manufactur- 
ers like  Dell  Computer  Corp.  shave 
costs  by  building  computers  to  cus- 
tomers' specifications.  A  Compaq 
multimedia  system  with  a  233 -mega- 
hertz Pentium  II  microprocessor  and 
32  megabytes  of  memory  cost 
$2,699  at  CompUSA  recendy.  A  sim- 
ilarly configured  machine  cost  $2,486 
when  ordered  from  Dell. 

To  survive  in  the  Michael  Dell  era, 
Halpin  plans  to  expand  his  focus 
even  further.  He  is  taking  a  leaf  from 
Dell's  textbook  and  building  to  cus- 
tomers' specifications.  In  this, 
CompUSA's  most  direct  competi- 
tion are  the  50,000  independent 
vendors,  many  of  which  assemble 
their  own  computers,  buying  com- 
ponents cheaply  in  the  Far  East  and 
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offering  the  same  local  support  and 
service  as  CompUSA.  These  inde- 
pendent dealers  have  some  25%  of 
the  U.S.  personal  computer  market. 
"The  wicked  screwdriver  guys," 
Halpin  calls  them. 

Halpin  plans  to  wield  a  wicked 
screwdriver  himself.  This  month  he 
will  launch  with  much  fanfare  Comp- 
USA's  new  build-to-order  line.  Cus- 


tomers can  place  orders  for  the  exact 
configuration  they  want,  over  the 
telephone,  through  the  Internet  or  at 
kiosks  located  in  the  stores.  The 
machines  will  be  assembled  by  three 
outside  contractors.  Halpin  refuses  to 
say  who,  but  Forbes  has  already  writ- 
ten about  MicroAge  Inc.  and  Inacom 
Corp.,  which  plan  to  become  private - 
label  Michael  Dells.  Within  days  of  an 


order,  Halpin  promises  to  have  the 
machines  ready  for  delivery  or 
pickup.  The  machines  will  carry  the 
CompUSA  label  and  will  have  a  Dell- 
level  price. 

"We  are  not  a  retailer,"  Halpin 
insists.  "We  are  a  computer  con- 
glomerate." And  so,  where  there's  a 
Dell,  there  must  be  a  counter-Dell. 

Maybe.  M 
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'EOPLE  IN 

LEI  ZONA 

R  E  TEST  E  D  BY 
A  R  S  H   R  U  GG  'ED 

O  N  D  I  T  IONS 

So  naturally 

U  R.  V  E  H  1  C  L  E  S 

RE  TESTED 

Y PEOPLE  IN 

RIZONA 


Blistering  days.  Freezing 
nights.  A  landscape  that  in  some  places 
resembles  the  surface  of  the  moon. 

It  takes  a  special  type  of 
person  to  live  in  the  Arizona  desert.  And  we're 
proud  to  say  that  some  of  those  special  types 


are  working  at  Toyota's  multi-million-dollar 
Arizona  Technical  Center  and  Proving  Ground. 

Here,  teams  of  local  sci- 
entists, engineers  and  drivers  put  Toyota 
vehicles  through  the  kind  of  torture  most  of  us 
will  never  experience  in  a  lifetime  of  driving. 

Arizona  is  just  one  part  of 
Toyota's  global  family  of  operations.  A  net- 
work that  encompasses  technical  centers  and 
design  studios  on  three  continents.  And  man- 
ufacturing facilities  in  26  countries  from 
Australia,  to  Venezuela,  to  the  UK. 

As  a  company  doing 
business  in  the  global  marketplace,  Toyota 
recognizes  the  need  to  invest  locally,  to  ensure 
that  the  products  we  sell  answer  the  special 
needs  and  standards  of  all  of  our  customers. 
In  the  U.S.,  there  are  Toyotas  designed  in 
California,  tested  in  Michigan  and  built  in 
Kentucky,  California,  and  soon  in  Indiana. 

Around  the  world,  Toyota 
is  committed  to  investing  in  local  people. 
And,  even  out  in  the  desert,  it's  proving  to  be 
a  fertile  investment. 


TOYOTA  People  Drive  Us 
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loria  Estefan's  fiery  Latin 
dance  anthem  mi  tierra 


By  Robert  La  Franco 


blasts  through  the  packed  dance  floor  of  the 
Mayan.  Red  and  yellow  spotlights  flash  through  the 
clouds  of  fog  that  permeate  the  hot,  downtown 
Los  Angeles  nightclub.  Sweating  profusely,  700 
dancers  twist  and  spin  to  machine-gun  Salsa  beats. 

Same  story  at  Miami's  Starfish,  which  throbs 
each  weekend  to  the  beat  of  Estefan  and  other  top 
Latin  singers.  In  London,  where  Latin  dance  is 
bursting  at  the  seams,  it's  even  more  impressive. 
"It's  70%  to  80%  Anglo  and  European,"  says  Ara 
Kazarians,  a  disc  jockey  who  is  plugged  into  the 
London  scene.  "Latin  is  really  starting  to  happen." 

And  the  dollars  are  flowing  in  for  Gloria  Estefan 
and  Emilio  Estefan,  her  husband,  manager  and  pro- 
ducer, who  are  riding  what  is,  in  1997,  the  hottest 

trend  in  show  business.   

Their  collection  of  ten  En- 
glish and  Spanish  albums  for 
Sony  Corp.'s  Epic  Records  has 
sold  more  than  60  million  units 
and  created  a  franchise  that  the 
Cuban  immigrant  couple  has 
exploited  in  restaurants,  mer- 
chandise, talent  management, 
songwriting,  record  production, 
television  and,  soon,  motion 
pictures. 

Line  extensions  in  entertain- 
ment are  certainly  nothing  new. 
Hawkers  sold  copies  of  Shake- 
speare's plays  outside  the  Globe 
Theatre  as  long  ago  as  the  17th 
century.  Andrew  Lloyd  Webber 
and  the  Walt  Disney  Co.  have 
made  an  art  form  of  merchan- 
dising successful  shows  and 
films.  Most  every  cable  network 
has  a  line  of  collectible  mer- 
chandise these  days. 

The  Estefans  have  something 
special  going  for  them.  More 
than  400  million  people  claim 
Spanish  as  their  first  language.  Many  more  have 
absorbed  elements  of  Spanish — or  at  least  Hispan- 
ic— culture.  It  is  dominant  in  Latin  America  and 
has  outposts  in  the  Pacific  Rim,  and  it  is  increas- 
ingly spoken  in  the  richest  market  of  all,  the  U.S. 
There  are  currently  29  million  people  of  Hispanic 
origin  in  the  U.S.,  11%  of  the  total  population. 
Moreover,  these  people  are  younger  than  the  pop- 
ulation as  a  whole  and  thus  at  the  age  where  they 
buy  records  and  go  dancing. 

Broadcasters  like  NBC  and  Fox  are  adding  Latin 
characters  to  their  programs.  Viacom,  which  has  been 
broadcasting  its  MTV  Latin  America  to  Central  and 
South  America  for  four  years,  is  also  broadcasting 
MTV  en  Espafiol  in  the  U.S.,  aimed  at  a  very  young 
and  fully  bilingual  group.  Last  year  Universal  Music 


just  sing  these  days. 
They  sell  jackets, 
frijoles  and 
manage  other 
performers.  Emilio 
and  Gloria  Estefan 
are  breaking 
new  ground  in 
expanding  a  global 
entertainment 
franchise. 


Group  dispatched  Jesus  Lopez,  a 

  veteran  Latin  music  executive,  to 

Miami  to  open  the  company's  first  regional  office  to 
develop  the  Latin  market  and  sign  up  talent. 

The  appeal  to  TV  is  obvious.  Where  there  are 
young  people  with  cash  and  credit  cards,  there  are 
advertising  dollars.  "Advertisers  are  trying  very 
hard  to  find  ways  to  reach  this  market,"  says  NBC 
West  Coast  President  Don  Ohlmeyer. 

Make  no  mistake,  however:  Show  biz's  new 
Latin  accent  owes  to  more  than  a  desire  to  attract 
Spanish  speakers.  From  its  powerful  Hispanic  base, 
Latin  music  and  Latin  attitudes  are  beginning  to 
spread  to  non-Hispanic  populations.  The  Estefans 
are  cashing  in.  Universal  Television  Group  has 
committed  at  least  $10  million  for  Emilio  Estefan 
to  produce  English-language  television  programs 

  infused  with  an  undeniably 

Latin  flair.  Sales  of  Latin  music 
in  the  U.S.  grew  25%  in  the 
first  half  of  the  year,  while  the 
overall  recorded  music  market 
fell  5%. 

Disney  has  heard  the  beat. 
Bongos  Cuban  Cafe,  the  Este- 
fans' 550-seat,  Cuban-themed 
restaurant,  will  join  Planet  Hol- 
lywood, a  David  Copperfield 
magic  shop  and  a  Wolfgang 
Puck  Cafe  in  Disney  World's 
expanded  Downtown  Disney 
attraction  this  fall. 

Emilio  Estefan  has  invested 
$5  million  in  the  project  and 
has  hired  the  Miami  architec- 
tural firm  Arquitectonica  to 
produce  the  building's  1950s 
design.  Bongos  will  feature  a 
Cuban  menu  of  croquetas, 
arroz  con  frijoles  and  vaca  frita. 

Naturally,  after  they've  paid 
their  bill,  patrons  will  be  invit- 
ed to  pull  out  their  plastic 
again.  On  sale  will  be  $300 
Bongos  leather  jackets,  $28  Bongos  T  shirts,  $20 
Bongos  fishing  hats  and  $25  cigar-paper  stationery. 
Bongos  is  expected  to  do  some  $35  million  in  busi- 
ness in  its  first  year,  and  Estefan  Enterprises  will  get 
80%  of  the  projected  $2.5  million  in  yearly  profits. 

Helping  fuel  interest  in  commercial  ventures  like 
Bongos  are  the  world's  leading  Latin  musicians.  Luis 
Mguel,  a  Latin  pop  singer,  has  sold  more  than  12  mil- 
lion copies  of  the  first  two  albums  in  his  Romance  tril- 
ogy for  Warner  Music  in  the  last  three  years.  That's 
more  than  the  LT.S.  sales  of  rap  star  Tupac  Shakur's 
last  two  albums.  Miguel's  third  album  in  the  trilogy 
recently  debuted  at  number  14  on  the  mainstream 
Billboard  200  chart.  Dreaming  of  You,  by  the  mur- 
dered superstar  Selena,  debuted  at  number  one  on  the 
Billboard  chart  two  years  ago. 
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Look  for  more  Latin-themcd  music  to  show  up  on 
the  charts.  Enrique  Iglesias,  son  of  the  Spanish  croon- 
er Julio  Iglesias,  Ricky  Martin,  a  Puerto  Rican-born  pop 
singer,  and  Shakira,  a  Colombian  singer,  are  expected 
to  do  just  as  well  with  broader  audiences. 

Celine  Dion,  a  Canadian  who  has  previously  record- 
ed in  English  and  French,  is  getting  on  the  Latin  band- 
wagon. She  is  one  of  Sony's  top-selling  performers  of 
the  last  two  years  (see  p.  170). 

The  Estefans  are  solidly  on  top  of  all  this.  Fifteen 
years  ago  they  learned  a 
marketing  secret:  that  the 
way  to  conquer  the  Span- 
ish-speaking market  was 
to  get  accepted  in  the 
mainstream  market  and 
then  sell  back  to  the  Latin 
market.  This  not  only 
adds  prestige  but  tinges 
the  performances  with  a 
universality  that  tran- 
scends local  Mexican,  for 
example,  or  Argentinean 
culture. 

Emilio  Estefan  was  not 
always  wearing  the  $500 
Prada  shoes  he  wears 
today.  Sporting  faded 
jeans,  a  17-year-old  Hawai- 
ian-style shirt  and  a  tireless 
grin,  he  tells  a  Forbes 
reporter  about  the  couple's 
struggles  to  get  recog- 
nized. The  interview  takes 
place  at  Larios,  a  Cuban 
restaurant  and  club  that  he 
and  Gloria  own  on 
Miami's  trendy  South 
Beach  strip.  Emilio  Estefan 
interrupts  the  conversation 
to  greet  tourists  who  rec- 
ognize him  and  to  joke 
with  the  staff. 

"In  the  beginning  we 
were  no  different  from 
anyone  else,"  Estefan 
explains.  "We  lost  every- 
thing on  our  first  two 
albums.  Everything.  For- 
tunately we  learned  from 
our  mistakes." 

In  the  late  1970s  the 
Estefan  band,  then  known 
as  the  Miami  Sound 
Machine,  was  under  a 
record  contract  that  gave 
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the  band  a  meager  4% 
songwriting  royalty  The 
group  was  getting  by- 
playing  at  weddings  in 


As  sales  of  music 
in  Latin  America  outpace  sales 
growth  in  the  rest  of  the  world, 
sales  of  Latin  music 
in  the  U.S.,  where  Hispanics 
are  the  fastest-growing 
Clinic  group,  are  surging. 


Salsa  scene 

Beverly  Hills.  Greenwich  Village.  South 
Beach.  Some  of  America's  most  trendy 
nightspots  have  embraced  Latin  dancing. 
Like  the  scene  pictured  here  at  the  Los 
Angeles-based  club,  Mayan,  London's  club 
scene  pulses  with  Latin  beats.  "Salsa  has  a 
revival  every  few  years  or  so,"  says 
Argentinean  film  producer  Miguel  Kohan. 
"But  every  time  it  comes  back  stronger  than 
before."  No  question.  In  London's  progres- 
sive cultural  mix,  a  small  Colombian  popula- 
tion has  kept  Salsa  dancing  alive.  But  the 
current  trend  is  being  fueled  by  British 
natives  and  European  transplants  who  make 
up  at  least  70%  of  the  city's  Salsa  scene. 
Today  there  are  some  50  chances  every 
week  to  dance  Salsa  in  London,  up  from 
about  20  five  years  ago. 


The  rise  of  Hispanic  media 


Company/exchange 


Revenues  Operating  income  Recent  Market  cap 


($mil) 

($mil) 

Price 

($bil) 

Grupo  Televisa/NYSE  ! 

.1,500 

$133 

$33 

$5.1 

Univision/NYSE 

245 

67 

51 

2.9 

Telemundo/Nasdaq 

203 

29 

33 

0.3 

Grupo  Radio  Centro/NYSE 

48 

9 

14 

2.6 

Heftel  Broadcasting/Nasdaq 

71 

13 

62 

1.4 

TV  Azteca/NYSE 

238 

75 

18 

1.8 

Sources:  Company  reports;  Standard  &  Poor's. 
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Los  Angeles 

Format 

Rating 

New  York 

Format 

Rating 

Miami 

Format 

Rating 

KLVE 

Spanish  language 

6.6 

WQHT 

Contemporary  hits 

6.1 

WPOW 

Contemporary  hits 

5.3 

KKBT 

Urban  contemporary 

4.5 

WLTW 

Soft  adult 

6.0 

WHQT 

Urban  adult 

5.2 

KSCA 

Spanish  contemporary 

4.4 

WCBS 

Oldies 

4.7 

WEDR 

Black 

4.9 

KPWR 

Contemporary  hits 

4.3 

WKTU 

Contemporary  hits 

4.7 

WLYF 

Adult  contemporary 

4.8 

KRTH 

Urban  oldies 

3.9 

WSKQ 

Spanish  contemporary 

4.3 

WAMR 

Spanish  language 

4.6 

Source:  The  Arbitron  Co. 
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Miami.  When  Sony  offered  the  band  a  new  deal  in 
1981,  the  Estefans  had  to  abandon  the  rights  to  their 
old  songs  to  get  out  of  the  old  contract. 

The  Miami  Sound  Machine's  first  two  Spanish-lan- 
guage albums  for  Sony  were  smashes  in  Latin  America. 
But  a  song  called  "Conga"  by  Sound  Machine  drum- 
mer Enrique  (Kiki)  Garcia  would  provide  the  Estefans 
with  their  first  way  into  a  broader  market.  They  sensed 
that  the  fusion  of  Latin  and  disco  rhythms  with  lyrics  in 
English  would  appeal  to  non-Hispanics  as  well  as  to 
Hispanics. 

For  that  album  the  Estefans  pulled  out  the  $32,000 
they  had  in  a  bank 
account,  and  added 
that  to  the  $20,000 
Sony  was  willing  to 
spend  to  help  produce 
the  band's  next 
album.  Using  the 
same  Latin-disco  mix, 
the  Estefans  and  a 
production  trio  called 
the  Jerks  produced  the 
Sound  Machine's  first 
all-English  album, 
Primitive  Love. 

Jackpot.  Primitive 
Love  reached  the  top 
of   the  mainstream 
charts.    The  band, 
later  recast  as  Gloria 
Estefan      and  the 
Miami    Sound  Ma- 
chine, became  one  of 
the  pop-music  indus- 
try's   hottest  acts, 
racking  up  ten  multi- 
platinum  albums  over 
12  years.  The  Estefans 
bought     back  the 
rights  to  their  old  songs  from  their  now- 
bankrupt     original     producers  for 
$25,000.  Emilio,  the  band  and  Gloria's  m 
manager  since  day  one,  repackaged  the 
music  into  a  compilation  album,  which  sold  5  million 
copies  in  1987. 

Yet  throughout  her  life  Gloria  Estefan  has  been 
touched  with  tragedy.  Her  Cuban-exile  father,  Jose 
Fajardo,  took  part  in  the  ill-fated  1961  Bay  of  Pigs  inva- 
sion. He  died  in  1980  of  multiple  sclerosis.  When  she 
and  her  husband  finally  hit  the  big  time,  tragedy  struck 
again:  In  1991  a  tractor  trailer  crashed  into  Gloria's  per- 
sonal tour  bus  in  Pennsylvania.  She  broke  her  back  and 
was  paralyzed  for  several  months.  Emilio  escaped  with 
less  severe  injuries.  Both  are  now  fully  recovered. 

Perhaps  because  life  has  not  been  easy  for  them,  the 
Estefans  are  tough  bargainers  and  shrewd  business- 
people.  "We  own  everything  we  ever  wrote,"  says  Gloria 
Estefan.  "That's  solid  business.  It  goes  on  forever." 

Which  means  that,  when  Glona  stops  performing  or 


Songwriter  Kike  Santander  at  work 
The  Estefan  studio  is  the 
operation's  creative  hub. 


no  longer  wants  to,  the  money  will  continue  to  roll  in. 
The  Estefans'  wholly  owned  music  publishing  unit  last 
year  collected  about  $10  million  from  its  catalog  of 
1,000  songs.  These  include  royalties  on  songs  that 
Emilio  has  produced  for  the  Evita  soundtrack,  Walt 
Disney's  Pocahontas  and  the  sound  track  for  Sylvester 
Stallone's  The  Specialist.  That  cash  will  keep  flowing  for 
a  long  time  to  come. 

Gloria  Estefan's  royalties  and  songwriting  profits 
alone  total  about  $7  million  a  year;  Emilio  Estefan's 
producing  credits  and  songwriting  profits  bring  in 
about  $3  million  on  top  of  that. 

Every  time  a  Gloria 
|  Estefan  album  is  sold 
p  (for  about  $13),  they 
°  collect  about  70  cents 

> 

>  in  publishing  rights 
E  alone,  giving  up  about 
10%  of  that  to  EMI 
Music  Publishing  for 
collecting  the  money. 
Ditto  for  every  record 
sold  by  Jon  Secada, 
who  started  as  a  song- 
writer at  the  Estefan's 
Miami  studio/pub- 
lishing company.  The 
Estefans  have  turned 
him  into  a  multiplat- 
inum  act  for  Virgin 
Records.  Here,  too, 
Secada  gets  royalties, 
but  the  Estefans  retain 
ownership. 

Today  the  Estefans 
employ  some  30  song- 
writers and  20  musi- 
cians/producers, who 
write,  record  and  pro- 
duce music.  The  song- 
writers get  up  to  50%  of  the  royalties,  but 
the  Estefans  own  the  songs  forever.  Roy- 
alties they  will  share,  ownership  never. 
Then  there  is  Crescent  Moon  Studios, 
a  $14  million  recording  facility  that  serves  as  the  cre- 
ative hub  of  the  Estefan  songwriting  enterprise.  Here, 
too,  Estefan  dubs  into  English  and  other  languages  the 
Latin-American  soap  operas  that  have  found  an  explod- 
ing market  in  developing  countries  (see  box,  opposite). 
That  business  brings  in  some  $3  million  a  year. 

Among  the  clients  of  the  recording  studio,  Estefan 
has  recruited  talent  for  his  new  management  business. 
He's  now  working  with  Thalia,  one  of  Mexico's  best- 
known  soap  stars,  who  is  expanding  her  music  career. 
Alejandro  Fernandez,  one  of  Mexico's  top  Mariachi 
stars,  is  getting  Estefan's  help  in  recasting  his  image 
from  an  old-fashioned  Bolero  look  to  a  younger,  hipper 
style.  Emilio  charges  a  20%  cut  of  his  client's  income. 
That  could  mean  about  $5  million  a  year  in  additional 
income. 
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;Hola,  Lagos! 

Latin  American  television 
program  producers  are 
taking  on  Disney,  Time 
Warner,  Viacom,  Sony  and 
other  producers  and  dis- 
tributors of  U.S.  TV  pro- 
grams. Not  in  the  U.S. — 
yet — but  in  foreign 
markets  as  diverse  as  Nige- 
ria, Romania,  Turkey  and 
Russia. 

Soaps,  or  telenovelas,  are 
cultural  staples  for  tens  of 
millions  of  Mexicans, 
Brazilians  and  Argen- 
tineans. Dubbed  into  local 
languages,  they  are  catch- 
ing on  in  other  markets, 
where  their  producers  are 
undercutting  Hollywood 
prices. 

"This  has  become  a 
head-on  battle  [against 
Hollywood],"  says  Anto- 
nio Paez,  executive  vice 
president  and  general 
manager  of  Coral  Pictures, 
a  subsidiary  of  a  Caracas- 
based  broadcasting  compa- 
ny. "Today  the  only  show 
I  cannot  beat  is  Baywatch." 

For  its  prime  afternoon 
slotting  last  year,  Nigerian 
Television  Authority  pro- 
grammers rejected  various 
Hollywood  shows  and 
picked  La  Dama  de  Rosa, 
a  44-episode  soap  pro- 
duced by  Radio  Caracas. 
After  ten  weeks  on  the  air 
La  Dama  remains  the 
highest-rated  program  on 
Nigerian  television. 

This  year  five  Latin  pro- 
ducers expect  to  double 
their  foreign  programming 
sales  volume  to  nearly 
$500  million.  Petty  cash 
next  to  Hollywood's,  but 
the  Latins  anticipate  con- 
tinued sultry  growth. 

"Babies  are  born,  they 
crawl,  they  walk,  and  then 
they  run,"  says  Damaso 
Santana,  vice  president  of 


sales  for  Venevision  Inter- 
national. "Right  now 
we're  starting  to  run." 

Besides  price  in  compet- 
ing against  Hollywood, 
the  Latin  producers  enjoy 
an  advantage  in  plot.  Most 
telenovelas  follow  a  stan- 
dard plot  line.  Young 
woman  rises  from  poverty 
to  the  upper  class.  She  gets 


considered  suitable  role 
models. 

Best  of  all,  a  typical 
telenovela  costs  just 
$20,000  to  $50,000  per 
episode  to  produce,  as 
against  $500,000  to  $1 
million  per  episode  for 
most  Hollywood  products. 
That  means  that  to  buy 
the  rights  to  a  telenovela 


sion  and  Telemundo  have 
been  scoring  big  numbers 
with  telenovelas  for  years, 
but  English-speaking 
American  viewers  have 
grown  accustomed  to  Hol- 
lywood's moral  relativity 
and  to  its  high  production 
quality.  No  one  has  yet 
succeeded  in  selling 
dubbed  soaps  to  U.S. 


On  the  set  of  Cambio  de  Piel 
Here  comes  Caracas. 


caught  in  a  love  triangle. 
Virtue  pulls  her  through. 
She  lands  the  rich  young 
man,  but  only  after  six 
months  of  tears,  laughter 
and  romance. 

Simple  fantasy  like  this 
plays  well  to  people  who 
are  just  pulling  themselves 
up  from  poverty  and  aren't 
all  that  interested  in  the 
moral  ambiguities  that 
inform  Hollywood  fare. 
The  telenovela  story  lines 
can  be  spicy,  but  they 
don't  reach  Hollywood 
levels  of  raw  sex  and  vio- 
lence, a  strong  selling 
point  in  countries  where 
unwed  mothers  arc  not 


for,  say,  the  former 
Yugoslavia  costs  $750  per 
episode.  For  The  X-Files, 
owner  News  Corp.  would 
charge  around  $6,000  per 
episode. 

In  the  Philippines  two 
years  ago  Channel  9 
bought  a  telenovela  called 
Mart  Mar  from  Mexico's 
Televisa  when  Channel  5 
passed  on  it.  Man  Mar 
went  on  to  score  the  high- 
est program  ratings  in  the 
country's  history,  hoisting 
Channel  9  past  its  old  rival 
and  into  its  current 
number  one  status  in  that 
time  slot.  This  story  has 
replayed  itself  in  Turkey, 
Russia  and  Germany. 

In  the  U.S.,  Spanish-lan- 
guage networks  like  Univi- 


broadcasters. 

But  the  world  is  broad 
and  Hollywood  derives 
more  than  half  of  its  rev- 
enues from  outside  the 
U.S.  And  note  this:  For 
the  past  1 8  months  Tele- 
visa  has  been  producing 
telenovelas  in  English  in 
Mexico  City  and  has  sold 
five  English-language  pro- 
grams in  Britain,  Canada, 
Australia  and  parts  of 
Africa.  Televisa  has  negoti- 
ated with  Fox  Television  in 
the  U.S.  and  hopes  to  air 
an  upcoming  English-lan- 
guage soap  here  before  the 
end  of  the  year. 

Watch  out,  Hollywood: 
Your  near-monopoly  on 
entertainment  may  be 
fraying.  -R.L.  MB 
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Right  now  the  market  couldn't  be 
better,  and  record  companies  are 
angling  for  a  shot  at  the  riches,  using 
a  formula  that  has  proven  successful 
for  scores  of  mainstream  popular  musicians  since  the 
Fifties:  fuse  upbeat  sounds  with  a  heavy  dose  of  pained, 
personal  expression.  That  seems  to  be  the  way  to  attract 
teenagers  of  whatever  background.  As  a  result,  says  David 
Simone,  president  of  PolyGram  Music  Publishing  USA. 
"People  are  thinking  the  next  hot  band  will  come  out  of 
Mexico  or  Venezuela,  and  not  Seattle." 

Some  of  the  likely  contenders  include  the  rock  groups 
Molotov  and  Cafe  Tacuba,  both  of  which  are  now 
recording  with  Latin  rock  producer  Gustavo  Santaolalla. 
Santaolalla  recentiy  signed  a  multiyear  deal  with  Univer- 
sal Music  Group  initially  worth  between  $3  million  and 
$5  million. 

Back  at  Estefan  Enterprises  in  Miami  Beach,  where 


Bongos  merchandise  and  the  Larios  crowd 
Serving  up  Cuban  culture, 
with  American  marketing  savvy. 


Emilio  is  packaging  new  Latin 
talent,  Gloria  is  planning  to  break 
into  motion  pictures.  She  was  up  for 
the  role  of  Evita,  which  was  eventu- 
ally played  by  the  singer  Madonna.  Estefan  was  also 
considered  for  the  voice-over  role  of  Esmeralda  in 
Disney's  animated  film  The  Hunchback  of  Notre  Dame 
but  lost  out  to  Demi  Moore. 

If  the  movies  are  in  her  future,  fine.  If  not,  the  Este- 
fans  are  not  going  to  starve.  Thanks  to  a  new  deal 
signed  with  Epic  Records  last  month  and  a  worldwide 
$50  million  tour,  Gloria  Estefan  has  earned  $47  million 
in  the  past  two  years,  placing  her  at  number  31  on  The 
Forbes  Top  40.  Estefan  Enterprises  has  an  estimated  net 
worth  of  $200  million. 

"Every  morning  I  wake  up,  and  I  smile,"  says  Emilio 
Estefan.  "Music  is  the  thing  I  love  most  in  the  world, 
and  I  make  money  being  with  music  all  day."  ■ 


Pure 
Mexican 

GUILLERMO  SANTISO 
markets  Spanish-lan- 
guage recordings 
mostiy  to  the  14  million 
Hispanics  who  live  in 
California  and  Texas. 
This  year  his  company, 
Fonovisa,  a  division  of 
Mexican  media  giant 
Grupo  Televisa  will 
have  revenues  of  close 
to  $75  million,  up  from 
$62  million  last  year 


and  just  $7  million  in 
1990. 

Bypassing  the  normal 
channels,  like  Tower 
Records  and  Virgin 
Megastores,  Fonovisa 
sells  tli  rough  wholesalers 
to  mom-and-pop  shops 
arid  also  through  flea 
markets  held  in  former 
drive-in  theater  sites. 

Fonovisa  sells  record- 
ings of  the  band  Los 
Tigres  del  Norte  and  of 
balladeer  Marco  Anto- 
nio Solis.  The  pure 


Mexican  stuff  makes  no 
concessions  to  die 
"Anglo"  and  interna- 
tional tastes  that  the 
Estefans  cater  to.  "We 
are  a  Spanish-language 
entertainment  company, 
and  we  are  doing  our 
best  to  protect  the 
Spanish  language,"  San- 
tiso  says.  No  need  for 
him  to  cater  to  the 
crossover  market 
exploited  by  the  Este- 
fans and  others. 


Fonovisa's  Los  Tigres  del  Norte 
Niche  market,  big  profits. 
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Epiphone  Emperor,  1949 


Fender  Slratocaster*  1964 


Rtcktnbacker  331  "Lightsbow",  1971 


Gibson  Les  Paul  '59  Flametop  Reissue,  current 


We  prefer  portfolios  to  be  like  rock. 
Without  the  roll. 


lether  it's  music,  or  managing  assets,  everyone  appreciates  a 
id  performance.  Which  is  why  significant  investors  rely  on 
:  expertise  of  Union  Bank  of  Switzerland.  UBS'  portfolio 
inagement  team  provides  clients  with  the  most  up-to-date 
;et  allocation  techniques,  supported  by  innovative  informa- 


tion technology  and  communications  systems,  and  in-depth 
knowledge  of  global  financial  markets.  If  you  have  substantial 
assets  to  invest,  call  Peter  E.  Guernsey,  Jr.  at  (212)  649-1075  or 
Roger  Wacker  at  (213)  489-0600.  Find  out  why  core  portfolios 
managed  by  UBS  have  meant  financial  security  for  generations. 


The  Private  Bank 


UBS 


Union  Bank  of  Switzerland 


on  Bank  of  Switzerland,  1345  Avenue  of  the  Americas,  New  York,  NY  10105.  Telephone:  (212)  649-7300.  Union  Bank  of  Switzerland,  444  South  Flower  Street,  Los  Angeles,  CA  90071. 
Telephone:  (213)  489-0600.  Other  offices  of  Union  Bank  of  Switzerland  and  its  affiliates  in  North  America:  Chicago,  Houston,  San  Francisco,  Toronto,  Montreal. 


The  Forbes 


Technology  has  made  Hollywood  more  powerful  than  ever  before. 
With  product  demand  exploding,  the  real  winners  are  the  stars. 


By  Robert  La  Franco 

Bupert  Murdoch  wants  to  buy  the  Los 
Angeles  Dodgers.  Edgar  Bronfman  Jr.  is 
battling  Sumner  Redstone  for  the  right  to 
Lown  all  of  the  USA  Network.  Michael 
Eisner  seems  inclined  to  buy  everything  else. 

What  do  all  these  dealmakers  have  in  common? 
The  foresight  to  see  that  no  matter  how  mature 
the  entertainment  market  may  seem  to  be  at  the 
moment,  there's  still  lots  of  potential  demand: 
millions  of  consumers  around  the  world  in  areas 
where  technology's  long  arm  hasn't  fully 
reached. 

That  means  growth  for  leisure  products  of  all 
kinds,  wiuh  entertainment  way  at  the  top  of  the  list. 
Widiout  salable  content,  die  distribution  pipelines 
created  by  these  massive  conglomerates  become 
nodiing  more  than  a  massive  drain  on  capital. 

That's  great  news  for  those  folks  who  create 
the  content  that  fills  the  pipeline,  especially  those 
on  our  1997  Top  40.  What  this  year's  list  clear- 
ly shows  is  that  for  those  few  stars  with  large 
ownership  stakes  in  their  products,  the  potential 
riches  are  enormous.  Witness  the  combined 
$442  million  take  for  George  Lucas  and  Oprah 
Winfrey.  Much  of  Steven  Spielberg's  $313  mil- 
lion take  comes  from  virtual  ownership  of  the 
cash  flow  of  Lost  World:  Jurassic  Park. 

This  is  also  good  news  for  the  musicians  on 


our  list  who  increasingly  are  being  turned  into 
multimedia  packages.  The  Spice  Girls,  a  British 
phenomenon  that  may  soon  rival  the  Beatles  in 
popularity  there,  are  flogging  almost  as  many 
merchandising  products  as  Barney  was  at  his 
peak,  three  years  ago. 

Should  the  wholesale  buyers  of  all  this  pricey 
content  be  worried?  Probably  not.  Using  the 
sports  business  as  an  analogy,  media  analyst 
David  Davis  of  Houlihan  Lokey  Howard  & 
Zukin  says:  "It  doesn't  really  matter  if  your  fran- 
chise loses  $10  million  a  year  for  five  years.  If  it 
sells  for  $100  million  more  than  you  bought  it 
for,  then  it's  still  a  good  investment." 

New  to  our  list  this  year:  rockers  David  Bowie 
and  Sting,  Lndependence  Day  creators  Roland 
Emmerich  and  Dean  Devlin,  Friends  creators 
Kevin  Bright  and  Marta  Kauffman  and  David 
Crane,  and  Home  Improvement star  Tim  Allen. 

The  drop-offs  include  film  stars  Sandra  Bul- 
lock, Tom  Hanks  and  Denzel  Washington,  CBS' 
late-night  host  David  Letterman,  overexposed 
opera  signer  Luciano  Pavarotti  and  rock 
group  R.E.M. 

Sources  for  the  Top  40  include:  Adams  Media  Research, 
Entertainment  Data  Inc.,  Amusement  Business,  Pollstar, 
SoundScan  and  VideoScan. 
An  asterisk  denotes  updated  figures. 
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STEVEN  SPIELBERG 

1997:  $283  million    1996:  $30  million 
Total:  $313  million 

Jaws.  Twister.  Men  in  Black.  ER.  Schindler's  List. 
Jurassic  Park.  The  Lost  World.  The  list  seems  to  go  on 
forever.  Has  Spielberg  had  his  hand  in  every  single 
blockbuster  coming  out  of  Hollywood — 
or  does  it  just  seem  that  way? 


Star  battles 

How  MUCH  IS  A  MOVIE  REALLY  WORTH?  For  Steven 
Spielberg  and  George  Lucas,  quite  a  bit.  But  which  of 
the  two  has  the  better  deal? 

Lucas  may  own  The  Empire  Strikes  Back  and  Return  of 
the  Jedi  outright,  but  Spielberg  virtually  owns  the  cash 
flow  from  The  Lost  World  and  Jurassic  Park. 

At  stores  Star  Wars'  merchandise  was  much  more  suc- 
cessful than  The  Lost  World's.  Lucas  also  stands  to  make 
several  hundred  million  dollars  from  three  new  Star  Wars 
movies,  "prequels"  that  will  pick  up  the  story  line  before 
the  events  of  the  first  film  took  place. 

Here's  the  breakdown  of  how  the  two  superstars  earn 
their  keep  from  their  respective  blockbusters. 


SPIELBERG 

Lost  World  box  office: 

$500  million. 

15  million  videotapes. 

•  $88  million  from 
directing  Lost  World. 
Spielberg  takes  17.5  cents 
of  every  dollar  that  comes 
into  the  studio. 

•  $104  million  from 
producing  Lost  World. 

As  the  executive  in  charge 
of  the  film,  Spielberg  takes 
half  of  the  profits  once 
all  of  the  film's  costs  are 
paid.  Those  costs  include  a 
distribution  fee  that  is 
about  half  a  studio's  usual 
take,  as  well  as  production 
and  marketing  expenses. 

$15  million  from 
merchandise.  Although 
sales  were  a  disappoint- 
ment, Spielberg  still  gets 
an  estimated  15%  royalty 
of  wholesale  revenues. 


LUCAS 

Star  Wars  box  office: 
$253  million  (U.S.). 
Jedi  and  Empire:  $207 
million  combined. 
30  million  videotapes. 

•$25  million  from  Star 
Wars.  Lucas'  lawyers 
negotiated  a  40%  net  par- 
ticipation on  this  surprise 
hit.  Twentieth  Century 
Fox,  the  film's  owner, 
keeps  a  30%  distribution 
fee  and  recoups  costs 
before  paying  Lucas. 

•  $108  million  from  Jedi 
and  Empire.  After  the  huge 
success  of  the  first  film, 
Lucas  offered  more  prod- 
uct. The  lawyers  offered 
less,  giving  the  studio  just 
15%  for  the  right  to  dis- 
tribute them.  Forever. 

•  $75  million  from 
merchandise. 


GEORGE  LUCAS 

1997:  $189  million    1996:  $52  million 
Total:  $241  million 

Lucas  did  his  best  to  push  Fox  Studios  into  marketing 
the  two  sequels  to  the  original  Star  Wars  harder  than  the 
first  because  he  owns  them.  Fox  didn't.  But  Lucas  may 
get  the  last  laugh  if  he  offers  three  brand-new  Star 
Wars  iterations  to  a  rival  studio. 
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OPRAH  WINFREY 

1997:  $104  million 
1996:  $97  million 
Total:  $201  million 

Remember  when  Oprah 
was  surpassed  in  trash 
only  by  the  nailing  Phil 
Donahue  Show?  Times 
have  changed.  So  has 
Oprah.  Her  daily  fare  is 
much  more  tame.  Far 
more  dramatic  is  the 
annual  threat  of  retire- 
ment Oprah  dangles  in 
front  of  her  terrified  dis- 
tributor, King  World. 

MICHAEL  CRICHTON 

1997:  $65  million 
1996:  $37  million 
Total:  $102  million 

Crichton's  mind  may 
have  given  birth  to  Juras- 
sic Park  and  ER,  but  he's 
still  far  behind  partner 
Spielberg  when  it  comes 
to  money.  But  don't  cry 
too  much  for  writer 
Crichton.  He's  making 
more  from  the  movie 
than  he  ever  would  from 
the  book. 

THE  BEATLES 

1997:  $68  million 
1996:  $30  million 
Total:  $98  million 

More  Beatlemania  looms. 
Rumors  swirl  about  pos- 
sible feature  film  re- 
releases  (Help!  or  Hard 
Day's  Night)  and  mer- 
chandise tie-ins  from  the 
band's  hawksters  at  Sony. 
Why?  They're  about  20% 
shy  of  their  hoped-for 
$200  million  retail  effort 
to  revive  the  band. 

JERRY  SEINFELD 

1997:  $66  million 
1996:  $28  million 
Total:  $94  million 

When  you  rewrite  the 
rules  of  the  network 
comedy  business,  you're 
allowed  to  cut  a  check  for 
whatever  amount  you 
want.  Even  Seinfeld's 
three  supporting  mem- 
bers each  get  $600,000 
an  episode,  more  than 
most  featured  stars. 
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DAVID  COPPERFIELD 

1997:  $45  million 
1996:  $40  million* 
Total:  $85  million 

Corporations  pay  him 
$300,000  or  more  to  fool 
their  employees  and 
clients.  Fans  pay  him  up  to 
$130  apiece  for  the  same 
illusions.  One  thing  is  very 
clear:  Copperfield  may 
have  a  whimsical  manner 
onstage — hut  behind  the 
smoke  and  mirrors,  he's  all 
business. 

STEPHEN  KING 

1997:  $50  million 
1996:  $34  million 
Total:  $84  million 

He  may  lack  the  Holly- 
wood prestige  of  Crich- 
ton,  Grisham  and  Clancy, 
but  nothing  can  stop  his 
books  from  getting  yanked 
off  the  supermarket 
shelves.  With  sales  of  over 
160  million  copies,  King 
may  just  be  the  biggest- 
selling  author  the  world 
has  ever  seen. 

TOM  CRUISE 

1997:  $55  million 
1996:  $27  million 
Total:  $82  million 

With  Mission  Impossible, 
Tom  Cruise  elevated  his 
stature  in  the  sniping  eyes 
of  Hollywood  by  produc- 
ing and  starring  in  one  of 
the  best  movies  of  1996. 
Then  he  topped  it  with 
another  sweetheart  role  in 
Jerry  Maguire. 

ARNOLD 

SCHWARZENEGGER 

1997:  $22  million 
1996:  $52  million 
Total:  $74  million 

While  Stallone  struggles  to 
find  an  excuse  to  earn  his 
$20  million  fee  after  a 
string  of  blockbuster  flops, 
Schwarzenegger  has 
already  earned  north  of 
that  (with  merchandise 
tie-ins)  for  his  Mr.  Freeze 
role  in  Batman  &  Robin. 
( Did  we  mention  that  that 
flopped  as  well?) 
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something  to  be  said  for  getting  ahead,  the  new  Navigator  has  more  to  do  with  getting  away.  And  taking  life's  luxuries  with  j 
With  up  t        j  pounds  of  towing  capacity.  Available  Control -Trac  4WD  with  load-leveling  suspension  that  lowers  the  vehicle  for  easier  entrt 


■  L_ 

)4L  V-8  to  escape  civilization,  Joneses  and  all  (nothing  against  anyone  named  Jones).  For  information  about  this  full-size  luxury  SUV, 
free  1  888  2ANYWHERE  (1 888  226-9943),  visit  our  web  site  at  www.lincolnvehicles.com  or  see  an  authorized  Lincoln  Navigator  dealer. 


avigator  from  Lincoln.  What  a  luxury 


should  be. 


HARRISON  FORD 

1997:  $47  million 
1996:  $25  million 
Total:  $72  million 

Why  be  President  for 
$200,000  a  year  when 
you  can  play  one  in 
Air  Force  One  for  $20 
million?  Promoted  from 
his  roles  as  a  CIA  opera- 
tive and  a  crusading 
anthropology  professor, 
Ford  is  probably  the 
most  bankable  star  in 
movies. 

ROLLING  STONES 

1997:  $62  million 
1996:  $6  million 
Total:  $68  million 

These  guys  may  be  older 
than  some  of  the  execu- 
tives of  the  companies 
they  make  fortunes  for, 
but  they  sure  move  a  lot 
better.  With  a  new  tour, 
Bridges  to  Babylon, 
starting  up,  look  for  the 
Aging  Ones  to  keep 
raking  in  those  $60  ticket 
prices. 

TIM  ALLEN 

1997:  $47  million 
1996:  $19  million 
Total:  $66  million 

Disney  shelled  out  $30 
million  to  keep  Tim  Allen 
at  ABC.  That's  in  addition 
to  a  salary  of  more  than 
$12  million  a  year  and 
future  revenue  from  the 
syndication  sales  of 
Home  Improvement,  one 
of  the  few  ABC  hits  left 
on  the  air. 

JOHN  GRISHAM 

1997:  $36  million 
1996:  $30  million 
Total:  $66  million 

He's  been  quiet  lately, 
but  don't  be  fooled. 
Runaway  /wry  will  start 
filming  in  the  fall,  and  if 
it's  anything  like  his  past 
hits,  it'll  be  hard  to  miss 
when  it  comes  to  your 
town  in  the  fall  of  1998. 
His  next  book  ii>  clue  out 
in  February. 
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SOMEDAY,  ONE  DVD  WILL  PLAY 
A  FEATURE  LENGTH  MOVIE." 


"SOMEDAY,  MY 
WHOLE  ALBUM 
COLLECTION 
WILL  FIT  ON  A 
SMALL  DISC." 


mm-' 


"SOMEDAY,  WE'LL 
KEEP  ALL  THIS 
INFORMATION  ON 
A  DVD." 


TOSHIBA  IS  PROUD  TO  ANNOUNCE: 
IT'S  SOMEDAY. 


Someday.  Though 
you've  heard  about  it 
all  your  life,  it  always 
seemed  a  long  way  off. 
Not  anymore.  At  Toshiba, 
we're  bringing  the  future 
to  life  as  never  before. 

Last  year  Toshiba 
brought  Hollywood  and 
Silicon  Valley  together  on  a  DVD 
standard.  So  a  DVD  could  carry  a  full-length 
movie  with  a  choice  of  three  viewing  formats,  eight 
language  tracks  and  up  to  32  subtitle  sets. 

This  year,  advanced  entertainment,  business  and 
education  tools  came  together  on  your  desktop  for 


the  first  time  in  Infinia  -  our  DVD- ROM- incorporated 
desktop  PC.  Each  of  these  discs  can  hold  up  to  1 7 
gigabytes  of  data. 

And  we're  hard  at  work  developing  the  next  generation 
of  DVD  technologies:  HD-DVD.  Writable  DVD-RAM.  And 
high-performance  DVD  chipsets  for  other  manufacturers 
to  incorporate  into  their  new  designs. 

In  fact,  Toshiba  spends  over  $3 
billion  a  year  in  research 
and  development. 
Not  just  to  bring  you 
products  today,  but  to 
develop  the  tools  a  new 
generation  will  use  to 
create  their  own  somedays. 


In  Touch  with  Tomorrow 

TOSHIBA 

http://www.toshiba.com 


Toshiba  Multimedia 


CELINE  DION 

1997:  $34  million 
1996:  $31  million 
Total:  $65  million 

Dion  seemed  to  appear 
on  every  awards  show  the 
industry  put  on  this  past 
year,  singing  or  discussing 
one  of  her  hits  from  the 
some  30  million  records 
she's  sold  in  the  past  two 
years.  At  retail,  that's 
more  than  the  domestic 
box  office  tallies  of 
Batman,  Volcano,  and  g 
Hercules  combined,  g, 

> 

I 

DAVID  BOWIE  I 

1997:  $57  million  3 
1996:  $6  million  § 
Total:  $63  million  f 

This  onetime  androgy-  | 
nous  glamour  boy  took  a  | 
decidedly  corporate  route  5 
this  year — selling  his  S 
future  royalties  up  front  > 
as  an  investment  package.  § 
That's  right,  Bowie  > 
Bonds.  Some  people  will  3 
do  anything  to  get  into  g 
the  Top  40.  1 


Rock-star  bonds 


How's  THIS  for  creative 
financing?  Business  man- 
ager William  Zysblat 
packaged  the  future  roy- 
alties on  David  Bowie's 
first  26  albums  into 
bonds  this  year,  and  sold 
them  to  Prudential  Insur- 
ance— for  $55  million. 

This  enabled  the  glit- 
tery singer  to  cash  in  up 


front  on  what  has  proven 
to  be  one  of  the  most 
reliable  royalty  streams 
in  the  business.  Bowie 
sells  some  2  million 
records  each  year  from 
that  26-record  catalog. 
The  deal  pays  Prudential 
Insurance  an  8%  return 
over  15  years  on  its 
investment. 

What  would  other  stars 
get  for  their  most  popu- 
lar songs  at  the  same 
interest  rate?  With  help 
from  Zysblat,  Forbes  did 
some  calculating: 

Pink  Floyd's  1973  album, 
Dark  Side  of  the  Moon, 
sells  400,000  copies  every 
year  for  EMI-Capitol 
Entertainment  Properties. 
Generates  royalties  of 
about  $720,000  per  year 
to  the  band. 
Fifteen-year  "  Moon" 
bonds:  $6.5  million. 


Metal  band  Metallica's 
catalog  collection,  if  it 
sustains  current  sales 
levels  of  3.5  million  copies 
a  year,  would  generate 
royalties  of  about  $6.3 
million  to  the  band 
annually. 

Fifteen-year  Metallica 
bonds:  $57  million. 

"Happy  Birthday  to  You" 
was  written  by  Mildred 
and  Patty  Hill  in  1935— 
and  still  generates  up  to 
$2  million  every  year  for. 
Warner/Chappell  Music. 
The  Hill  sisters  see  about 
half  that. 

Fifteen-year  Hill  sisters 

bonds: 

$9  million. 

During  the  18-month 
Anthology  release  cycle, 
sales  of  The  Beatles'  origi- 
nal 13  recordings  jumped 
to  some  5  million  copies, 


from  the  predictable 
2  million  copies  sold 
every  year.  Royalties: 
$6.9  million  each  year. 
Fifteen-year  Beatles 
bonds:  $62  million. 
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Space  that  really  pays  Off.  In  this  era  of  global  commerce,  you 
need  productive  work  space  that  goes  anywhere — from  cities  to  remote 
corners  of  the  world.  You  need  a  conference  area.  Private  work  space. 
Instant  communication  links  to  headquarters.  What  you  really  need  is 
Class  A  office  space  that  can  fly.  This  is  it:  The  Boeing  Business  Jet. 

It  has  the  range  and  capacity  needed  to  fit  your  mission — easier  than 
tailoring  your  mission  to  fit  the  limitations  of  a  smaller  plane.  Room 
for  in-flight  work  or  relaxation.  Impressive  storage  capabilities  and 
flexible  design.  International  range  with  nearly  three  times  more 
space  than  the  competition — at  a  comparable  price. 

The  Boeing  Business  Jet.  It's  a  smart  business  move. 


For  more  information  about  new  dimensions 
in  space,  comfort,  utility,  and  support,  contact 
Borge  Boeskov,  president,  Boeing  Business  Jets. 
Call  206-655-9800  or  visit  our  Web  site  at: 
http://www.  boeing.  com/bbj 


Boeing  Business  Jets 


Boeing  &  Genera!  Electric 


JOHN  TRAVOLTA 

1997:  $39  million 
1996:  $22  million 
Total:  $61  million 

Talk  about  a  comeback. 
Even  the  sound  track  to 
Grease  ended  up  back  at 
the  top  of  the  Billboard 
magazine  list  of  best- 
selling  old  records.  But 
Travolta  doesn't  need 
record  royalties  to  pay  for 
his  jet  fuel  anymore. 
Michael,  Phenomenon  and 
Face/Offhzve  been  big 
box  office  winners. 

MEL  GIBSON 

1997:  $42  million 
1996:  $17  million 
Total:  $59  million 

Ever  since  he  and  Danny 
Glover  did  the  good 
cop/bad  cop  routine  in 
Lethal  Weapon,  Gibson 
has  been  an  increasing 
Hollywood  draw  This 
year  he  and  Julia  Roberts 
give  shining  joint  perfor- 
mances in  Warner  Bros.' 
Conspiracy  Theory. 

SIEGFRIED  &  ROY 

1997:  $33  million 
1996:  $25  million  S 
Total:  $58  million  1 

Don't  call  them  the  4 
"other  guys  in  magic."  § 
They  could  make  as  much  > 
money  as  David  Copper-  § 
field — they  just  choose  to  ™ 
stay  in  Las  Vegas,  where  P 
the  money  is  smaller,  but  5 
the  fake  jungle  leaves  of  I 
their  Secret  Garden  are  in  -m 
full  bloom.  9 

STING 

1997:  $40  million 
1996:  $17  million 
Total:  $57  million 
Amid  rumors  of  a  Police 
reunion,  Sting  signed  one 
of  the  biggest  publishing 
deals  of  the  year.  He  con 
tracted  with  f.mi  Music 
Publishing  to  handle  his 
songs  for  the  next  1 5 
years.  His  handlers 
already  hove  a  Sting  song 
in  automobile  :ids,  Really. 
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Test  Your  Financial  I.Q. 


performance 


tools 


security 
direction 
assistance 
flexibility 


c  . 


Life,  Health,  Dental  and  Disability  Insurance  •  Annuities  •  Home  Mortgages 
401(k)  and  Pension  •  HMO/PPO  •  Mutual  Funds  •  Securities 
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Financial 
Group 
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©1997  Principal  Mutual  Life  Insurance  Company.  Des  Moines.  IA  50392.  Products  and  services  ottered  through  Principal  Mutual  Life  Insurance  Company 
(The  Principal)  and  its  subsidiaries  Mutual  hinds  distributed  through  Princor  Financial  Services  Corporation  (member  SIPC).  Securities  through 
Principal  Financial  Securities,  Inc.  Securities  and  health  care  products  not  available  in  all  states. 


GARTH  BROOKS 

1997:  $26  million 
1996:  $29  million 
Total:  $55  million 

Country  music  may  be 
on  the  wane,  but 
Brooks  has  always  been 
a  few  steps  ahead  of  the 
pack  when  it  comes  to 
production  values. 
Onstage  acrobatics, 
foggy  special  effects  and 
a  large  dose  of  hard  - 
rockin'  country  tunes 
have  made  him  the 
biggest  ticket  in 
Nashville-  and  just 
about  everywhere  else. 

ROSEANNE 

1997:  $34  million 
1996:  $21  million 
Total:  $55  million 

You  thought  she  might 
just  fade  away,  but  the 
ill-mannered  sitcom  star 
is  now  morphing  into  a 
syndicated  talk-show 
host.  The  name 
of  the  show? 
The  Roscanne  Show. 


With  the  exception 
of  Rod  Serling  ( Twi- 
light Zone)  and  Gene 
Roddenberry  {Star 
Trek),  there  haven't 
been  very  many  brand- 
name  writers  of  science 
fiction  for  television 
and  movies. 

Credit  the  interest 
in  Roswell,  N.M. 


The  Sci-fi  up-and-comers 


(Forbes, 
July  15, 
1996)  or  the 
success  of 
Independence  Day,  but 
interest  in  the  genre  is 
growing.  They're  not 
on  the  Top  40  yet,  but 
ire  some  hot  sci-fi 
:rs  who  could  very 
weii  make  it  soon: 


<  Chris  Carter.  The  mind 
3  behind  the  enormously 
°  successful  X-Files  series  on 
§  Fox,  he's  quickly  becoming 
§  one  of  the  top  names  in 
Hollywood.  Carter  earns 
about  $5  million  a  year 
writing  the  25 -episode 
series  and  also  has  a  chunk 
of  the  show's  syndication 
&  profits  coming  to  him. 
\  Add  in  revenues  from 
8  the  feature  him 
S,  spinoff  he  wrote  in 
six  weeks — plus  those 
from  videotapes — and 
Carter's  estimated 
take  in  1996  and 
1997  totals 
$25  million. 

Trilogy  Entertainment  Pen 
Densham,  Richard  Lewis 
and  John  Watson.  They 
produced  the  hit  movies 
Backdraft  and  Robin  Hood, 
but  never  saw  much  more 
for  their  efforts  than  a 


seven-figure  producer  fee. 

This  year,  with  four  tele- 
vision series  on  the  air, 
including  Poltergeist:  The 
Legacy  and  The  Outer 


The  Trilogy  creative  team 


Limits,  the  Trilogy  trio  will 
earn  more  than  $6  million. 
They  expect  to  make  close 
to  $12  million  more  over 
the  next  two  years  from 
syndication  sales. 
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ost  of  Installation  *149 
Mail-in  Rebate  -  $50 


$ 


Your  Cost 
4fter  Rebate 

7rom  PRIMESTAR 


Act  now!  Get  the 


Big  Deal  A 

PRIMES^W 

NS1ALLED! 


4ow  up  to  160  channels  available! 

f  Digital-quality  picture  and  CD-quality  stereo  sound 

f  Channels  in  10  categories  on  the  innovative 
PrimeFinder  universal  remote  for  easy  selection 

f  Several  programming  packages  are  available  starting 
at  the  suggested  low  retail  price  of  $32.99*  per  month 


Sign  up  today  at 
RadioShack  and  receive: 

•  Special!  $50  mail- in  rebate 
from  PRIME  STAR 

•  FREE!  First  month  of 
PRIME  Entertainment" 

$43.99  suggested  retail  price 

FREE!  First  month  of 
Multichannel  Showtime® 

$12.99  suggested  retail  price 

FREE!  PrimeFinder™ 

universal  remote  control 

$24.99  value  (Provided  by  installer) 


to  a  $230  Value 

For  Only  $99  Installed! 

New  subscribers  only.  Offer  valid  until  10/31/97.  See  store  for  details  &  mail-in  rebate  coupon. 


NO  DISH  TO  BUY 

PRIMESTAR  includes 
S  Equipment  use  S  Programming 
S  Maintenance  S  Monthly  program  guide 


RadioShack 

You've  got  questions.  We've  got  answers.® 


Offer  good  only  in  the  continental  U.S.  and  void  where  prohibited  or  restricted  by  law.  Applies  to  residential  service  only.  Offer  is  not  transferable  and  checks  will  be  made  payable  to  PRIMESTAR 
customers  with  service  in  their  names  who  have  signed  up  lor  service  between  August  28  and  October  31,  1997.  Sign-up  date  will  be  confirmed  through  data  processing.  Customer  accounts  must 
be  current  and  in  good  standing.  Checks  will  be  issued  within  6-10  weeks  after  installation.  One  rebate  per  customer.  See  store  for  details.  *Prices  for  monthly  service  may  vary  by  distributor  and 
territory.  Does  not  include  installation  or  premium  channels.  Blackout  restrictions  apply.  Broadcast  networks  available  only  in  areas  not  served  by  local  network  affiliates.  PRIMESTAR  is  a  registered 
service  mark,  PrimeFinder  is  a  trademark  and  PRIME  Entertainment  is  a  service  mark  of  PRIMESTAR  Partners,  LP  Showtime  is  a  reg.  service  mark  of  Showtime  Networks  Inc.,  a  Viacom  Company. 

PRIMESTAR  service  is  not  available  outside  the  continental  U.S.  Residential  subscriptions  only. 


MICHAEL  JACKSON 

1997:  $20  million 
1996:  $35  million* 
Total:  $55  million 

The  very  definition  of 
cool  a  decade  ago,  the 
disgraced  gloved  one  now 
shuns  the  U.S.  and  makes 
most  of  his  bucks  over- 
seas. Rumor  lias  it  that 
part  of  Jackson's  take  on 
his  current  world  tour 
will  pay  off  debts  from 
his  last  tour,  which  was 
cut  short  in  1993. 

RON  HOWARD  & 
BRIAN  GRAZER 

1997:  $37  million 
1996:  $17  million 
Total:  $54  million 

Remember  Backdrafti 
Liar,  Liar}  Apollo  13> 
Ransom}  All  from  the 
mind  of  the  boy  we  once 
called  Opie.  The  partners 
took  their  company  pri- 
vate when  they  learned  a 
valuable  lesson:  Holly- 
wood may  value  the 
vagaries  of  talent  highly, 
but  Wall  Street  doesn't. 

MICHAEL  FLATLEY 

1997:  $27  million 
1996:  $27  million 
Total:  $54  million 

The  well-known  king — 
er,  lord — of  the  dance 
world  exploits  the  cur- 
rent fashion  for  tradition- 
al Irish  step-dancing 
with  a  gaudy,  overly 
flamboyant  clogging 
show.  But  what  will  he 
do  when  the  fad  fades? 

JIM  CARREY  jj 

1997:  $19  million  | 
1996:  $34  million  § 
Total:  $53  million  * 

A  slow  year  for  Mr.  | 
Rubber.  Taking  a  few  | 
million  less  to  appear  in  § 
the  more  serious  Truman  ™ 
Show,  Carrey  is  once  c 
again  tempting  fate.  In  § 
the  more  daring  Cable  * 
Guy  he  nearly  wrecked 
his  reputation  as  the  new 
most  bankable  funny  man 
in  Hollywood. 
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how  smiles ,    r  9 

did  you  build  on  lOOOLt^Y 


It  all  depends  on  whether  you  used  the 
Citibank  A^Advantage  card. 


A*A 


The  Citibank  AAdvantage  card  lets  you  earn  one 
^Advantage  mile  on  American  Airlines® 
For  every  dollar  you  spend*  What 
could  be  better?  Miles  for  all 
Durchases.  Superior  service  from 
Citibank.  Acceptance  at  over  13  million 


AyA 


CITIBANK 

A*Advantage 


CITIBAN<Oi 

AyAdvantage  ] 


H128  0012  345b  1810 


02/97  0  1/31/00  V 
I  WALKER 


locations — including  home  improvement 
centers. There's  just  no  better  way  to  build 
up  on  miles.  If  you're  not  a  cardmember, 
call  I-800-FLY-4444  to  apply  today  and 
earn 

3O00  &onus  miles:* 


Never  miss  another  mile. 


Call  I-800-FLY-4444. 


The  maximum  number  of  AAdvantage  miles  you  can  earn  with  the  Citibank  AAdvantage  card  is  60,000  miles  per  calendar  year  (purchases  recorded  on  your  Jan  -  Dec  billing  statements).  American  Airlines 
^Advantage  Platinum*  and  ^Advantage  Gold*  members  are  excluded  from  this  limit.  American  Airlines.  AAdvantage,  AAdvantage  Platinum  and  AAdvantage  Gold  are  registered  trademarks  of  American  Airlines,  Inc. 
American  Airlines  reserves  the  right  to  change  AAdvantage  program  rules,  regulations,  travel  awards,  and  special  offers  at  any  time  without  notice,  and  to  end  the  AAdvantage  program  with  six  months  notice. 
American  Airlines  is  not  responsible  for  products  and  services  offered  by  other  participating  compames.The  Citibank  AAdvantage  card  is  issued  by  Citibank  (South  Dakota).  N.  A. 

Bonus  mileage  can  only  be  earned  by  new  Citibank  AAdvantage  cardmembers  approved  through  this  offer.  In  order  to  be  eligible  for  this  special  offer  you  must  respond  by  March  3 1,  1998  Miles  will  appear  as  a 
bonus  on  a  subsequent  Citibank  AAdvantage  statement.  1.500  miles  will  be  earned  upon  approval  and  1,500  miles  will  be  earned  following  your  first  purchase  with  the  Citibank  AAdvantage  card. 
©  1997  Citibank  (South  Dakota),  N.A.  Member  FDIC 


TOM  CLANCY 

1997:  $34  million 
1996:  $16  million 
Total:  $50  million 

Just  signed  a  huge  deal 
with  Pearson.  It  will 
expand  his  reach  from 
hardcover  thrillers  and 
paperback  military  trea- 
tises to  interactive  games, 
kiddie  adventure  books 
and  even  better  deals  on 
his  adult  fiction. 

ROBIN  WILLIAMS 

1997:  $23  million 
1996:  $27  million 
Total:  $50  million 

Versatile,  frantic  and 
rarely  funny  may  be  the 
best  way  to  describe 
Robin  Williams  these 
days.  His  role  in  Jumanji 
was  a  big  success  over- 
seas, but  at  home  ghastly 
attempts  at  comedies  like 
Jack  and  Father's  Day 
have  done  little  to  keep 
him  at  the  forefront  of  x 
the  agent  call  list.  ° 

EDDIE  MURPHY 

1997:  $24  million 
1996:  $25  million 
Total:  $49  million  § 

Murphy  is  well  into  a  5 
total  revival.  Dr.  Doolittle  ? 

earned  him  $17.5  mil-  3 
lion,  Holy  Man,  $20  mil-  § 
lion.  Both  films  were  » 
flops,  but  he  made  more  1 
than  the  $12  million  he  5 
pocketed  for  the  hugely  g 
successful  Nutty  Professor.  Z 
That's  Hollywood.  3 

KISS 

1997:  $21  million 
1996:  $27  million 
Total:  $48  million 

Those  blood-spitting 
kings  of  Spandex  rockers 
are  headed  back  to  the 
studio,  cutting  a  new 
record  due  out  next  year. 
Retirement  may  not  have 
been  fun  for  them,  but 
must  they  drag  the  world 
through  another  oi 

reunion  touts' 


ForhesTOP^U 
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GLORIA  ESTEFAN 

1997:  $30  million 
1996:  $17  million 
Total:  $47  million 

The  queen  of  the  Latin 
sound  is  having  her  best 
year  yet  (sec  p.  154). 
With  two  albums  to  go 
on  her  deal  with  Sony's 
Epic  Records,  the  record 
giant  didn't  want  to 
wait.  It  signed  her  to  a 
brand-new  eight-figure 
record  deal. 


SPICE  GIRLS 

1997:  $40  million 
1996:  $7  million 
Total:  $47  million 

Who  can  argue  with  all 
those  screaming  kids? 
Now  you  don't  have  to. 
Just  give  them  a  Spice 
Girls  CD,  photo  book, 
videotape  and  Spice 
Girls  potato  chips  and 
lock  them  in  a  room  for 
a  few  months.  Apparent- 
ly it's  all  the  entertain- 
ment they  need  these 
days  (see  p.  186). 

BABYFACE 

1997:  $22  million 
1996:  $22  million 
Total:  $44  million 

Madonna.  Clapton. 
Whitney  Houston.  They 
all  just  missed  out  on  our 
list  this  year,  but  the  man 
who  produced  them  all 
made  it.  Babyface  is  with- 
out question  the  most 
accomplished — and  rich- 
est— producer/song- 
writer in  the  business. 

ROLAND  EMMERICH 

a  DEAN  DEVLIN 

1997:  $15  million 
1996:  $28  million 
Total:  $43  million 

Net  deals  ai  c  notorious 
for  being  gross  to  die  par- 
ticipants, but  in  the  case 
of  the  producers  of  Inde- 
pendence Day,  there  were 
no  tears.  The  film  grossed 
over  $800  million  at  he 
box  office. 
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CREDIT  SUISSE  GROUP 


Bahamas 


Bogota 

Buenos  Aires 

Caracas 

Frankfurt 

Geneva 

Guernsey 

Hong  Kong 

Houston 

London 

Los  Angeles 

Luxembourg 

Madrid 

Mexico  City 

Miami 

Milan 

Montevideo 
Montreal 
New  York 
Paris 

Rio  de  Janeiro 
San  Francisco 
Santiago  de  Chile 
Sao  Paulo 
Singapore 
Tokyo 
Toronto 
Vancouver 
Zurich 

And  more  than  50 
locations  worldwide 
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CREDIT 
SUISSE 


PRIVATE 
BANKING 


Whatever  . 

makes  you  happy. 


KEVIN  COSTNER 

1997:  $20  million 
1996:  $22  million 
Total:  $42  million 

Costner's  agents  really 
want  you  to  know  he 
didn't  lose  any  money  on 
Waterworld.  Okay,  so  it 
was  just  a  little  he  gave 
up  on  the  back  end,  but 
who's  counting?  Tin  Cup 
more  than  made  up  for 
any  wounds  that  the 
wildly  overbudgeted 
water  flick  gave  him. 

R.L  STINE 

1997:  $23  million 
1996:  $18  million 
Total:  $41  million 

Who  says  kids  don't 
read?  Parachute  Press, 
owned  bv  his  wife,  Jane, 
and  partner, 
Joan  Warnachuk, 
grosses  some  $40 
million  a  year.  About 
half  of  that  is  from 
Stine-written  stories. 
"We  are  a  small  Disney," 
says  Jane.  "A  very  small 
Disney." 


35  36 


The 

Hollywood 
dole 

Think  the  big  names 
make  all  of  the  money  in 
Hollywood?  It's  not  so 
bad  for  many  of  the 
working  stiffs  either, 
thanks  to  high  salaries 
and  California's  unem- 
ployment laws. 

When  movies  end,  the 
entire  crew  is  legally 
considered  laid  off,  the 
major  requirement  for 
collecting  unemployment. 
Thus  a  diligent  backlot 
worker,  like  a  driver, 
camera  operator  or  cos- 
tume designer  can  easily 
make  over  $100,000  a 
year  from  nine  months' 
work.  Here's  how  the 


math  works: 

Consider  a  Teamster 
who  drives  a  minivan 
around  the  set  shuttling 
actors  between  takes.  The 
job  does  not  require  a 
special  driver's  license, 
but  it  commands  a  salary 
of  more  than  $1,800  a 
week,  including  overtime, 


plus  generous  benefits. 
That's  $23,400  for  a 
standard  three -month 
shoot.  Add  in  a  dozen 
weeks  of  unemployment 
of  up  to  $230  a  week, 
and  the  pay  can  near 
$75,000  for  three  films 
a  year. 

For  a  top  camera  oper- 


ator  ($4,000  a  week)  or 
costume  designer 
($4,200  a  week)  the  total 
take  can  be  well  over 
$150,000,  working  nine 
months  out  of  the  year. 
The  unemployment  por- 
tion of  this  isn't  much, 
but  $230  a  week  can  cer- 
tainly keep  the  most  in- 
demand  workers  fully 
supplied  with  bottled 
water  and  sunblock 
between  shoots. 

After  the  last  day  of 
shooting,  many  movie 
crew  members  used  to 
head  to  the  traditional 
wrap  party  and  then  to 
the  unemployment  office. 
That's  no  longer  neces- 
sary. The  state  now  offers 
a  more  convenient  way  to 
apply  for  the  dole:  over 
the  phone. 

-Scott  Woolley 
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MICHAEL  DOUGLAS 

1997:  $21  million 
1996:  $20  million 
Total:  $41  million 

His  production  company 
at  Paramount  Pictures  is 
maybe  having  its  difficul- 
ties. But  it  hasn't  both- 
ered Michael's  big- 
money  acting  career. 
He's  now  appearing  in 
Tpje  Game  as  a  rich  guy 
haunted  by  a  jealous  sib- 
ling. Autobiographical, 
perhaps? 

U2 

1997:  $30  million 
1996:  $10  million 
Total:  $40  million 

Guaranteed  $  1 00  million 
to  mount  their  mediocre 
PopMart  tour,  they  spent 
it  on  an  overdone  produc- 
tion. "Sometimes  big  rock 
bands  get  scared  of  being 
eaten  up  by  the  big  corpo- 
rate machine,"  preaches  i 
lead  singer  Bono.  "So  we  I 
swallowed  it  before  it  swal-  ■ 
lowed  us."  Maalox,  please.  \ 


BRIGHT/KAUFFMAN/ 

CRANE 

1997:  $32  million 
1996:  $7  million 
Total:  $39  million 

Comedy  on  television  has 
always  been  a  cash  cow, 
but  the  guys  who  write  and 
produce  Friends  are 
taking  it  to  new  heights. 
Although  they'll  never 
make  as  much  as  Jerry  Sein- 
feld, they'll  pull  in  more 
than  $150  million  from  the 
show's  syndication. 


BILL  COSBY 

1997:  $18  million 
1996:  $18  million 
Total:  $36  million 

One  of  the  biggest  TV 
stars  of  the  1980s,  Cosby 
has  resurfaced  this  decade 
with  a  new  self- titled 
show — not  nearly  as  prof- 
itable as  the  first  but 
enough  to  keep  him  in 
the  black. 
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Virgin's     Airport  Shuttle 


We  take  care  of  you  before  you  ever  step  foot  on  one  of  our  planes.  Because 
only  Upper  Class®  by  Virgin  Atlantic  Airways  offers  complimentary  chauffeured 


service  to  and  from  each  airport.  Your  trip  to  London  begins  when  our  private 


sedan  picks  you  up  at  your  home  or  office.  Then,  after  enjoying  our  award- 


winning  Upper  Class,  you'll  be  greeted  by  a  Range  Rover  that  will  take  you  to 


your  ultimate  destination.  We  provide  the  same  service  upon  your  return. 


Wherever  you're  located,  you'll  be  surprised  by  the  lengths  to  which  we'll  go. 


And  remarkably,  Upper  Class  costs  no  more  than  a  business  class  ticket.  So  try 


Virgin's  Upper  Class  and  you'll  find  that  even  when  you're  not  in  the  air,  you're 
still  under  our  wing.  For  more  information  and  reservations  call  your  travel  agent, 


Virgin  Atlantic  at  800-862-8621  or  visit  our  web  site  at  www.fly.virgin.com. 


virgin  atlantic 


Virgin  Atlantic  Airways  offers  all  non-smoking  flights  to  Great  Britain  from  New  York  (JFK  and  Newark), 
Boston,  Los  Angeles,  San  Francisco,  Washington  (Dulles),  Miami  and  Orlando. 


How  do  you  turn  a  pop  act  into  a  brand  name?  ■ 
Study  what  Simon  Fuller  does  with  his  Spice  Girls  act. 

What  I  wanna 
wanna,  really 
wannabe 


By  Richard  C.  Morais  with  Katherine  Bruce 


Ashley  Newton  stood  at  his  secre- 
tary's window  at  6:05  on  a  spring 
evening  in  1995.  The  normally  cool 
comanaging  director  of  Virgin  Rec- 
ords Ltd.  was  nervous.  He  was  on  the 
verge  of  signing  the  Spice  Girls,  but 
the  night  before,  Newton's  rivals  at 
London  Records  had  made  a  pass  at 
the  Spice  Girls.  The  band  was  due  in 
his  office  at  any  minute  with  their 
manager,  Simon  Fuller. 
Would  they  come  and 
sign  the  contracts?  Or 
had  they  defected? 

Two  stretch  limos 
pulled  in  front  of  Virgin's 
Kensal  House.  The  driv- 
ers opened  the  doors, 
and  out  popped  five 
obscene,  anatomically 
correct  inflatable  sex 
dolls.  No  Spice  Girls. 
Newton  freaked. 

The  joke  was  on 
him.  Five  minutes 
later  another  execu- 
tive car  arrived,  this 
time  containing  the 
real  things.  The  five 
real-life  Spice  Girls,  all 
in  their  late  teens  or 
20s,  arrived  for  the 


Girl  Power: 
Being  loud 
and  proud 
even  when 
you've  broken 
out  in  zits. 


rooftop  signing  and  photo.  As  cam- 
eras clicked,  they  tossed  the  dolls  over 
the  edge  of  the  roof  and  watched  as 
they  floated  slowly  down  London's 
slimy  canals. 

Remember,  this  is  show  biz. 
There's  gotta  be  some  practical 
joking.  In  the  Age  of  Immaturity, 
infantilism  sells. 

And  sells  and  sells  and  sells.  The 
Spice  Girls,  who  we  figure 
earned  $47  million  in  1996 
and  1997,  are  ranked  32  on 
our  list  of  Top  40  Entertain- 
ers. So  far  they've  sold  some 
14  million  albums  and  10 
million  singles  in  under  a 
year.  No  sign  of  burnout. 
The  album — their  first — is 
still  in  the  middle  of 
Britain's  Top  Ten 
almost  a  year  after 
its  release;  in  the 
U.S.  all  four  singles 
released  have  hit  the 
Top  Ten,  and  the 
album   spent  five 
weeks      in  the 
number  one  spot.  A 
music  video  released 
at  the  same  time  as 
the  album  has  sold  over 
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1.1  million  copies.  And  that's  before 
it  even  hit  U.S.  stores. 

The  Spice  Girls  have  yet  to  give  a 
single  concert,  but  they  have,  in 
public,  patted  Prince  Charles'  bottom, 
and  confessed  they  "might  put  a 
[nose]  boogie  under  the  table  in 
someone's  office,"  and  made  400 
hardened  journalists  at  the  Cannes 
Film  Festival  perform  a  Mexican  wave 
before  they  would  answer  questions. 
It  may  sound  like  fun,  but  for  these 
ladies  it  is  hard  work,  paying  off  in 
publicity  and  buzz  that  no  amount  of 
money  by  itself  could  buy.  One  awed 
Virgin  executive  told  us  how,  when 
they  were  still  relatively  unknown,  die 
Spice  Girls  spontaneously  dragged 
stuffy  British  music  critics  into  the 
women's  toilets  and  then  sang  a 
cappclla. 

Around  these  public  high  jinks  that 
the  women  call  "Girl  Power,"  Simon 
Fuller  of  19  Management  Ltd.  in 
London  is  breaking  new  ground  in 
the  fine  art  of  developing  a  show  busi- 
ness franchise. 

There  are,  of  course,  the  usual 
endorsements,  such  as  Pepsi  and 


When  goosed  by  the  Girls, 
even  Prince  Charles  blushes. 


Faberge.  But  wherever  possible  Fuller 
insists  on  joint  ventures  instead  of 
licensing  agreements.  Spice  Girls  mer- 
chandise will  soon  include  everything 
from  watches  to  stationery  to  duvets 
to  perfume  to  cameras.  Already  the 
roster  includes  bomber  jackets,  a  best- 
selling  Spice  Girls  book,  potato  chips, 
calendars,  a  quarterly  Spice  magazine, 
key-chains  and  files.  In  almost  every 


case  the  Girls  get  not  a  fee,  but  a  piece 
of  the  action. 

In  licensing  deals,  the  Spice  Girls 
would  get  a  generous  upfront  advance 
which  they  would  earn  through  a  6% 
or  7%  royalty  on  the  merchandise's 
wholesale  price.  Fuller  prefers  instead 
to  defer  upfront  fees,  perhaps  even 
contribute  to  promotional  expenses, 
in  exchange  for  up  to  50%  of  the  prof- 
its in  the  back  end.  Watch  the  Spice 
Girls  shoot  up  our  list  of  highest-paid 
entertainers  as  these  deals  pay  off 
handsomely  in  later  years. 

We  will  have  to  leave  it  to 
psychologists  to  explain  why 
I  •  people  want  to  collect  base- 
ball-like Spice  Girls  cards.  But 
they  do.  Fuller  and  joint-ven- 
ture partner  Zone  have  sold  25 
million  cards  worldwide  at 
around  $1  a  pack. 
Virgin  Records  sold  over  1 
I  million  videos  of  Girl  Power,  a 
|  $22  collection  of  girl  singers 
f  "picked  by  the  Spice  Girls."  For 
g  lending  their  name  to  another 
|  Virgin  product,  the  Girls  got  an 
§  estimated  $2.5  million  in  a 
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Sound  is  p  at  a  speed  of  760  mph. 

Light  hits  p  at  a  speed  of  G71.000.0fl0  mpti. 

hiba  DVD  makes  if  actually  feel  like  it. 


fits  up  to  1 33 


Your  pulse  races.  Your  gut  quivers.  That  little  vein  in  your 
forehead  is  throbbing.  Senses — meet  Toshiba  DVD. 

PLEASE,  NO  TALKING  DURING  THE  SHOW 

At  Toshiba,  we  have  the  technology  that  fits  up  to  133 
minutes  of  heart-pounding  video  and  audio, 
normally  reserved  for  the  finest  cineplexes, 

for  use  at  home  on  a  disc  the  size  of  a  CD.  ^P^^W^. 

Picture  quality  that's  three  times  better  than  3K  r  Wm 

VHS  and  audio  recorded  in  full  Dolby"  Digital  ^H^mSt 

Surround  Sound  on  six  discrete  channels.  ^Bj 

And,  our  models  can, even  play  your  favorite   

Compact  discs.  5"  (same  as  CD) 

NO  WAITING,  NO  FADING,  NO  RENOVATING 

Because  the  discs  are  read  by  laser,  there  is  never  any  need  to 
rewind  a  DVD.  And,  there's  no  chance  of  your  favorite  DVD 
deteriorating  with  every  play  like  a  VHS  tape.  Finally,  you  won't 
have  to  build  an  addition  to  your  home  to  hold  your  DVDs.  The 
packages  are  as  streamlined  and  efficient  as  the 
discs  themselves. 

TALL,  SHORT,  OR  FRENCH — 
WE'RE  READY  FOR  ANYTHING 

Many  DVD  movies  will  come  with  some  of  the  most 
incredible  options  only  Hollywood  and  Toshiba  could  dream  of, 
including  the  ability  to  change  the  format  of  the  movie  to  fit 
any  television  you  play  it  through,  from  regular  size  to 
widescreen;  language  tracks  of  up  to  eight  different 
languages  ranging  from  English  to  French;  subtitles  in  up  to 
32  different  languages;  the  ability  to  view  the  same  scene  of 
a  movie  from  any  of  up  to  nine  remote-controlled  angles;  or 
multiple  endings  to  the  same  movie.  If  the  feature  is  on  the 
disc,  Toshiba  DVD  players  are  ready  for  it. 

YEAH,  SO? 

We  believe  your  senses  will  thank  you  for  this  complete  and 
total  assault.  As  soon  as  they're  out  of  traction. 


shiba  DVD 


In  Touch  with  Tomorrow 

TOSHIBA 

ToiMm  A.ucnca  Coi^  >rner  Predicts.  lnc..82Tocowa  Road,  Wayne,  NJ  07470 

httpi/vi/ww.dvd.toshiba.coiT 
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profit-sharing  agreement. 

"Simon  is  very  aware  the  Spice  Girls 
are  a  brand,"  says  James  Freedman, 
managing  director  of  Zone. 

Consciously  or  unconsciously, 
Fuller  is  tapping  into  a  cultural  phe- 
nomenon. The  Spice  Girls  are  a  text- 
book case  of  Daniel  J.  Boorstin's 
theory  of  "Consumption  Communi- 
ties." In  his  Pulitzer  Prize-winning 
trilogy,  The  Americans,  Boorstin 
explained  that  identity  has  gone 
through  a  subtle  but  profound  shift  in 
the  20th  century.  Traditionally  people 
identified  themselves  in  ethnic,  reli- 
gious or  political  terms.  That's  passe. 
Less  frequently  do  people  now  think 
of  themselves  as,  say,  midwestern 
Republican  Methodists.  Now  they  are 
less  what  they  believe  but  more  what 
they  consume.  "I  am  a  Vouvray- drink- 
ing, Mercedes-driving  Vanity  Fair 
reader." 

Or  a  cool  Spice  Girls-listening  kid 
with  Girl  Power.  The  Spice  Girls  seem 
to  get  what  they  want  by  railroading 
authority  figures  with  a  crude  charm. 
Kids  want  to  be  like  that — -or  at  least 
possess  a  symbol  of  it — even  if  it's  just 
a  key-chain  or  a  T  shirt.  The  Girls 
seem  to  represent  ordinariness  with  a 
slightly  naughty  twist.  Independence 
but  not  revolution.  They  can  talk 
about  pinching  bottoms  and  sing, 
"Mama  I  love  you,"  and  seem  to 
mean  it. 

Theory  meets  the  real  world  in  my 
6-year-old  daughter's  bedroom  in 
London.  She  owns  the  Spice  Girls'  CD 
($20),  the  video  ($22),  a  Spice  Girls 


silver  friendship  ring  ($16),  a  Spice 
Girls  lame  mini  backpack  ($32),  and 
the  Spice  Girls'  Girl  Power  book 
$13).  Her  bedroom  walls  are  cov- 
ered by  Spice  Girls  posters  given  to 
her  by  older  schoolgirls. 

"The  Spice  Girls  seem  to  be  the 
first  group  ever  that  have  got  4-,  5- 
and  6-year-old  girls  and  boys  to  own 
music,"  says  Ray  Cooper,  comanag- 
ing  director  of  Virgin  Records. 
Postage-paid  response  cards  in  the 
Spice  Girls'  first  singles  releases 
were  returned  by  the  tens  of  thou- 
sands a  day,  mostly  from  6-  to  16- 
year-olds. 

Fuller,  in  short,  enlists  the  most 
persuasive  salespeople  imaginable: 
kids,  tugging  at  Mom  and  Pop 
and  insisting  that  they  want  Spice 
Girls  product. 

The  Internet  is  the  medium  of  the 
young,  and  you  can  bet  the  Spice 
Girls  are  all  over  it.  Virgin  Records 


"The  Spice  Girls  seem 
to  be  the  first  group  ever 
that  have  got  4-,  5-  and 
6-year-old  girls  and  boys 
to  own  music." 


rolled  the  first  Spice  Girls  single  onto 
the  market  in  July  1996.  Almost 
immediately,  young  boys  were  cruis- 
ing the  Internet  looking  for  the  dirty 
pictures  that  had  surfaced  of  one  of 
the  Spice  Girls.  Chat  rooms  and  fan 
sites  sprang  up.  By  November  Virgin 
Records  U.K.  had  its  own  Spice  Girls 
Web  site,  including  an  interactive 
page  with  video  clips, 
Spice  Girls  facts,  and  a 
fun  layout  where  the 
Girls  visually  slap 
your  hand  and  yell 
"get  off  if  you  hit 
the  wrong  key.  On 
Virgin's  Spice  Life 
section  a  15-year-old 
boy  regularly  posts 
fans'  Spice  Girls 
"experiences,"  on 
another  page  boys 
and  girls  enter  pho- 
tographs in  a  Spice 
Girls  look-alike 
competition. 


Before  Phil  Quartararo,  head  of 
Virgin  Records  in  the  U.S.,  was  ready 
to  launch  the  band's  album  stateside 
in  February  1997,  his  Internet-sawy 
12 -year-old  son  was  already  badgering 
him  about  the  Spice  Girls.  Danny 
Freer,  a  20-year-old  at  James  Madison 
University  in  Virginia,  also  first  heard 
of  the  Spice  Girls  on  the  Web,  and 
now  runs  an  unofficial  Spice  Girls 
Web  site  that  gets  E-mail  from  the 
Democratic  Republic  of  the  Congo, 
Mexico,  France,  Japan,  Australia, 
Spain  and  Mongolia. 

Virgin  Records  in  the  U.S.  took  the 
Spice  Girls  into  6,172  browsers'  bed- 
rooms when  it  teamed  up  with  AOL  for 
a  live  chat.  That  was  more  surfers  than 
Oprah  Winfrey  got  on  a  similar  live 
chat.  As  one  would  expect,  there's 
spice  in  the  Spice  Girls.  "I  am  a  pro- 
fessional bum-pincher,"  Geri  (Ginger 
Spice)  electronically  confessed  to  a  fan. 

Forbes  found — gulp — 100,000 
Spice  Girls  documents  on  the  Web, 
from  Spice  Girls  haiku  ("Spice  Girls 
are  really  cool/  they  make  me  want  to 
drool")  to  reactionary  sites  (Spice 
Girls  Suck).  Virgin  Records'  official 
Spice  Girls  pages  currently  get  1.3 
million  hits  a  week. 

Starting  in  November  and  rolling 
into  1998,  Simon  Fuller  is  launching 
Spice  World:  the  album,  the  movie,  the 
tour.  The  movie,  a  joint  venture  pro- 
duced with  Fragile  Films  Ltd.  in 
London,  is  inspired  by  the  Beatles'  A 
Hard  Day's  Night.  The  film,  the 
album  and  the  tour  will  crosspromote 
each  other,"  says  Barnaby  Thompson, 
the  film's  coproducer.  If  you  haven't 
already  heard  more  than  you  want  to 
hear  about  the  Spice  Girls, 
you  will.  Get  used  to  it. 

In  fact,  we'll  leave 
you  with  the  lyrics 
of  "Wannabe,"  the 
Spice  Girls'  mon- 
ster hit:  "I'll  tell 
you  what  I  want, 
what    I  really, 
really  want.  So  tell 
me     what  you 
want,  wrhat  you 
really,  really  want.  I 
wanna,  I  wanna,  I 
wanna,  I  wanna,  I 
wanna,  really,  really, 
really,  wanna  zigzig, 
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FINANCIAL  INDEPENDENCE 


Some  questions  are  too  important  not  to  ask. 


Hfl  or  generations,  Transamerica  has  been 
jielping  people  plan  for  a  comfortable 
inaneial  future.  That's  why  we  know  that  it 
nay  be  tough  to  ask  the  necessary  ques- 
ions  about  what  could  lie  ahead  for  your 
Darents.  Have  they  planned  for  adequate 
etirement  income?  What  happens  to  that 
income  if  one  of  them  dies?  Could  they 
meet  the  medical  expenses  of  a  long  term 
illness?  Have  they  done  estate  planning?  Transamerica 
Dffers  a  variety  of  annuity,  life  and  long  term  care 
insurance  products  which  can  help  you  and  your 


loved  ones  achieve  financial 
independence  now  and  in 
life's  later  years.  If  you'd 
like  to  learn  more,  just 
call  your  Transamerica  Life 
Companies  representative 
or  call  us  toll-free  to  get  a 
copy  of  our  free  booklet. 
You  can  also  visit  us  online  at 
www.transamerica.com.  Find  out  why  it's 
good  to  have  friends  TRANSAMERICA 

in  high  places.         The  People  in  the  Pyramid  are  Working  for  You' 


Call  1-800-945-8490  ext.  112 


LIFE     INSURANCE  •  ASSET     MANAGEMENT         •  LENDING  •  LEASING 

km  5034 


Cirque  du  Soleil  is  circus  as  high  art, 
circus  as  therapy.  And  it's  profitable. 

A  high-wire  act 


By  Nina  Munk 

A  TRADITIONAL  CIRCUS  it  is  not. 

Early  this  year  Cirque  du  Soleil — 
Circus  of  the  Sun — inaugurated  its 
new  150,700-square-foot  Montreal 
headquarters.  A  monument  to  post- 
modernism, the  soaring  $22  million 
complex  is  made  of  raw  concrete, 
exposed  steel  and  tempered  glass. 
From  the  center  hall  you  can  look  up 


four  stories  and  see  the  heavens. 
"This  is  to  remind  us  of  our  origins 
as  street  performers,"  says  Daniel 
Gauthier,  Cirque's  39-year-old 
cofounder  and  president. 

Fire-eaters,  mime  artists,  guys  on 
stilts,  jugglers — that  is  how  Cirque 
du  Soleil  began  13  years  ago  on  the 
streets  of  Quebec.  On  tour  the  com- 
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Cirque's  director  of  creation,  Gilles  Ste.-Croix,  in  the  gym  with  cofounders  Daniel  Gauthier  and  Guy  Laliberte 
Tours  in  America,  Europe,  Asia.  Theaters  in  Vegas  and  OrSando.  Next:  Hollywood  and  Madison  Ave 


pany  still  performs  under  a  traveling 
canvas  big  top — blue  and  yellow  in 
North  America,  white  in  Europe — 
and  its  cast  still  includes  acrobats  and 
clowns,  but  this  is  no  Ringling  Bros, 
and  Barnum  &  Bailey.  It's  classy 
stuff,  a  high-end  circus  for  yuppies — 
with  sponsors  like  American  Express, 
AT&T  and  Acura. 

No  elephants  linked  trunk-to-tail 
for  Cirque.  Its  latest  production, 
Quidam,  stars  a  headless  man  under 
an  umbrella,  an  allusion  to  a  painting 
by  surrealist  Rene  Magritte. 
Quidam's  loose  theme  is  millennial 
angst,  urban  loneliness.  For  this 
crowd,  pink  cotton  candy  won't  do. 
Cirque  serves  Evian  and  espresso. 
Sophisticated  fun  like  this  will  cost 
you:  around  $40  a 
ticket,  compared 
with  $13  for  Ring- 
ling's  more  tradi- 
tional fare.  Last 
year  Cirque  had 
revenues  of  $110 
million,  up  from 
$30  million  just 
two  years  earlier. 
Mystere,  its  perma- 
nent show  at  Steve 
Wynn's  Treasure 
Island  in  Las 
Vegas,  grossed  $40 
million  alone  last 
year. 

On  average 
Cirque  sells  97%  of 
its  seats  at  every 
production.  With 
break-even  at  65%, 
that  leaves  plenty  of 
room  for  profits — 
and  expansion. 

Gauthier  and  his 
partner,  3  8 -year- 
old  cofounder  Guy 
Laliberte,  a  former 
fire-eater  who  now 
drives  a  Ferrari, 
own  100%  of 
the  company.  The 
partners  figured 
out  early  on  how 
to  tap  into  gov- 
ernment money. 
To  the  chagrin 
of  competitors, 
Cirque  has  the 
backing    of  the 
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Bad  Year? 

It  happens  in  the  best  of  companies.  A  strike  here.  An  account 
loss  there.  And  you  suddenly  give  new  meaning  to  the  question 
What  suit  should  I  wear  to  the  shareholder  meeting?" 

Needless  to  say,  nobody  can  prevent  the  unpreventable.  But 
at  Ernst&Young,  we  help  reduce  your  vulnerability  in  virtually 
every  aspect  of  your  business.  No  matter  where  you're  located. 

Because  we're  part  of  a  worldwide  organization  that  has 
72,000  people  in  134  countries.  We  hope  you'll  call. 

We'd  like  to  see  you  wearing  pinstripes  again. 

There  Isn't  A  Business  We  Can't  Improve  m 

e!I  Ernst  &Young 


Characters  from  Cirque's  Mystere  in  Las 
Vegas;  inset,  Isa belle  Vaudelle  in  Quidam 
Here  no  individual  gets  in  the  way  of 
the  show.  Everyone  is  replaceable. 


Canadian  and  Quebec  governments. 
Of  the  $22  million  spent  on  Cirque's 
new  Montreal  headquarters,  some  $7 
million  came  from  government.  And 
until  recently  it  received  annual  gov- 
ernment grants.  "They  had  the  capi- 
tal to  boldly  take  steps  that  we  could 
never  have  taken,"  laments  Paul 
Binder,  founder  and  artistic  director 
of  Manhattan's  not-for-profit  Big 
Apple  Circus. 

But  there's  more  to  Cirque's  suc- 
cess than  government  funding. 
American  circuses  like  Big  Apple  and 
San  Francisco's  Pickle  Circus  see 
themselves  as  a  platform  for  cutting- 
edge  artists  who  create  their  own 
identity  on  stage.  But  at  Cirque  the 
show  itself  is  the  star,  not  the  indi- 
vidual performer.  Isabelle  Vaudelle's 
awesome  act  in  Quidam  involves 
wrapping  and  t\s  isting  herself  in  two 
scarlet  banners  suspended  from  the 


roof.  But  in  late  April,  when  she  was 
grounded  with  tendinitis,  her  act  was 
simply  replaced  by  another.  "People 
always  think  they're  irreplaceable," 
Pierre  Parisien,  Quidam's  artistic 
coordinator,  explains.  "But  when  you 
replace  them,  they  discover  that  they 
are  not." 

Even  Steve  Wynn  learned  that  he 
couldn't  mess  with  Cirque.  Wynn's 
Mirage  Resorts  put  up  the  money  for 
the  Las  Vegas  theater  and  Cirque 
handled  production  costs,  but 
Cirque  refused  to  allow  Wynn  any 
say  in  the  creative  process.  After 
attending  a  rehearsal  just  before 
opening  night,  Wynn  freaked:  "It 
was  terrible.  I  almost  wet  my  pants." 
But  Cirque's  creative  folks  argued 
loftily  that  their  shows  come  togeth- 
er as  performers  interact  with  each 
other  and  the  audience.  Reluctantly 
Wynn  let  the  show  open. 

More  than  three  years  after 
Wynn's  baptism,  Cirque's  Las  Vegas 
show  is  playing  ten  times  a  week  with 
virtually  every  seat  in  the  1,541 -seat 
cheater  occupied.  Now  Wynn  is 


spending  $60  million  to 
create  a  second  theater  for 
Cirque,  a  fantastic  space 
(1,800  seats  and  a  stage 
designed  to  hold  1.2  mil- 
lion gallons  of  water)  at  his 
new  Vegas  showcase,  the 
Bellagio.  Production  costs 
for  Cirque's  first  water 
show:  $20  million. 

With  Las  Vegas  con- 
quered, Cirque  is  expand- 
ing on  a  grand  scale.  With 
a  theater  also  under  con- 
struction at  Disney  World 
in  Orlando,  and  another  in 
discussion  for  Berlin,  the  goal  now  is 
to  make  Cirque  into  an  internation- 
ally recognized  brand.  Cirque  wants 
to  create  characters  as  popular  as 
Pinocchio  and  Donald  Duck,  to 
make  films  and  TV  shows  based  on  its 
shows  and  to  endorse  products. 

Last  year  a  little  over  10%  of 
Cirque's  revenues  came  from  selling 
Cirque-inspired  teapots  ($150), 
Cirque  logo  leather  jackets  ($425) 
and  more.  Soundtracks  of  Cirque 
shows  are  distributed  by  BMG. 

"Cirque  du  Soleil  is  a  trademark 
like  Ralph  Lauren,  like  Chanel," 
declares  Jean  David,  Cirque's  vice 
president  for  marketing.  A  trade- 
mark standing  for  what?  "I  remem- 
ber one  day  I  was  watching  the 
show,  and  I  asked  [myself],  'Why  is 
this  so  successful?'"  David  recounts. 
"I  said,  'My  God,  it's  like  a  strong 
current,  a  big  wave  coming  out  of 
this  product.  I'm  carried  away  by  it. 
C'est  plus  fort  que  nous — It's  bigger 
than  both  of  us.'" 

This  isn't  just  a  high-wire  act,  it's 
therapy.  It's  also  good  business.  ■§ 
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Are  you  sitting  on  assets  that 
could  be  making  money?  Do 
you  have  a  database  with  a 
market  that  you've  never  even 
considered?  An  IBM  Internet 
solution  can  change  all  that, 
e,  for  example,  Knight-Ridder " 
Information's  vast  research 
library  with  1.5  million  titles.  We 
helped  satisfy  their  customers' 
information  needs,  worldwide, 


by  offering  them  this  resource 
over  the  Internet.  Demand  has 
become  so  great,  they  project  a 
tenfold  increase  in  revenue  over 
the  next  few  years. 
That's  the  power  you  get  with  an 
IBM  Internet  solution,  a  unique 
combination  of  technology, 
professional  services  and  know- 
how  that's  enabling  a  world  of 
e-business  opportunities. 


Find  out  how  to  maximize  your 
assets  using  the  Internet. 

Just  drop  by  www.ibm.com/ 
internetsolutions,  or  give  us  a 
call  at  1  800  IBM-7080,  ext. 
NC06,  for  our  free  brochure 
on  commerce  solutions. 


Solutions  for  a  small  planet™ 


the 

"there's  got  to  be 
some  money 

hiding  around  here 
somewhere" 

solution 


IBM  and  Solutions  loi  a  small  plane!  are  trademarks  ol  Inlemaiional  Business  Machines  Corporation  in  the  United  Stales  and/or  other  countries  Other  company,  product,  and  service  names  may  he  trademarks  or  service  marks  ol  others  ©199?  IBM  Corp 
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Over  the  past  fifty  years,  Hyundai  innovations 
have  made  a  world  of  difference. 

Today,  our  cars  move  people  in  over  190 
countries.  Our  oil  tankers  deliver  the  fuel  that 
powers  economic  development  to  every 
continent.  Our  semiconductors  store  and 
process  the  data  that  will  take  technology  to  the 
next  level.  And  we've  only  just  begun. 

You  see  at  Hyundai,  each  product  and  service 
we  develop  becomes  the  inspiration  for  future 
innovations.  Innovations  designed  to  meet  the 
customer's  psychological  needs  as  well  as 
physical  ones.  And  that  will  bring  us  all  something 
very  important.  A  better  life. 

Are  you  in  our  future? 


ilth  Care  &  Public  Service 


HYUNDAI 

Building  A  Better  World  Through  Value  Management 
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Welcome  back, 
Professor 


BY  MARK  SKOUSEN 


Mark  Skousen  teaches 
economics  and  finance 
at  Rollins  College,  in 
Florida,  and  is  editor  of 
Forecasts  &  Strategies, 
a  financial  newsletter 
based  in  Potomac,  Md. 
E-mail: 

Mskousen@aol.com 


A  return 
to  basics 


It  took  nearly  50 
years,  but  Paul 
SamueHson  is 
changing  for 
the  better, 


Millions  of  college  undergraduates,  myself 
included,  studied  economics  using  Paul  A. 
Samuelson's  famous  textbook.  My  first  eco- 
nomics course,  at  Brigham  Young  University, 
used  the  7th  edition  (1967).  Since  its  first 
edition  in  1948,  Economics  has  sold  more 
than  4  million  copies  and  has  been  translated 
into  41  languages.  It  is  the  most  successful 
textbook  ever  written.  It  has  made  the  MIT 
economist  rich. 

What  were  we  taught,  even  at  a  conserva- 
tive institution  like  Brigham  Young?  I  did  a 
study  of  15  editions  of  Samuelson's  book  in 
the  spring  1997  issue  of  the  Journal  of  Eco- 
nomic Perspectives.  What  I  found  was  a  heavy 
dose  of  Keynesian  folly.  For  example,  that 
saving  was  bad  (the  so-called  paradox  of 
thrift),  deficits  were  beneficial,  fiscal  policy 
was  all  that  mattered  and  Soviet  central  plan- 
ning could  work. 

Samuelson  spent  whole  chapters  in  serious 
discussion  of  the  socialist  economics  of  the 
Soviet  Union  and  China,  while  writing  little 
or  nothing  on  the  success  stories  of  West  Ger- 
many, Japan,  the  East  Asian  Tigers  or  Chile. 
As  late  as  the  12th  edition,  in  1985,  Samuel- 
son  still  believed  the  Soviet  Union  had  growth 
rates  exceeding  the  U.S.,  Japan  and  Germany. 
He  had  numerous  sections  on  "market  fail- 
ure," while  offering  little  on  "government 
failure.'"  He  criticized  laissez-faire,  favored 
progressive  taxation  and  endorsed  the  pay-as- 
you-go  Social  Security  program. 


,  Samuelson  was  no  socialist.  He  frequently 
declared  his  optimism  about  the  future  of  cap- 
italism and  rejected  doomsday  predictions 
about  another  Great  Depression  or  national 
bankruptcy.  He  regularly  defended  free  trade 
and  was  critical  of  Karl  Marx  and  Marxian 
economics. 

In  short,  Samuelson  was  a  fairly  standard 
Keynesian  liberal.  But  say  this  for  him:  Unlike 
a  lot  of  his  fellow  liberals,  Samuelson  is  willing 
to  change  his  mind  when  the  facts  demand  it. 
Under  the  influence  of  Yale  Professor  William 
D.  Nordhaus  (coauthor  since  1985)  and 
recent  events,  Samuelson  is  gradually  shifting 
back  to  classical  economics  from  pure  Keynes- 
ian economics.  In  more  recent  editions  of  his 
textbook,  he  has  reversed  on  a  number  of 
important  issues.  In  the  15th  edition  (1995), 
for  example,  Samuelson  states  that  Soviet  cen- 
tral planning  was  a  "failed"  model,  that 
national  savings  are  too  low  and  that  the 
national  debt  is  excessive. 

Good  news:  Professor  Paul 
Samuelson  is  shifting  back 
to  classical  economics. 


The  accompanying  table  compares  some  of 
the  old  Samuelson  with  the  new. 

Samuelson's  conversion  from  Keynesian 
heresy  back  to  Adam  Smith  is  far  from  com- 
plete. While  favoring  a  capital  gains  tax  cut,  he 
recommends  higher  progressive  income  taxes 
to  reduce  the  federal  deficit.  "America  is  not 
remotely  near  the  limits  of  taxation,"  he  told 
the  New  York  Times  (Oct.  31,  1993). 

Nevertheless,  I  say,  "Welcome  back  to  clas- 
sical economics,  Professor  Samuelson." 
There's  only  one  problem:  A  lot  of  policy  is 
still  being  made  and  a  lot  of  journalism  writ- 
ten by  men  and  women  who  absorbed  an  ear- 
lier form  of  the  Samuelson  gospel.  WM 


Topic 

Old  Samuelson 

New  Samuelson* 

Savings 

"The  attempt  to  save  only  results  in  a 
reduction  of  income."  (8th  ed.,  p.  225) 

"The  savings  rate -is  too  low  to  guarantee  a  vital 
and  healthy  rate  of  investment  in  the  1990s."  (p.  654) 

Deficit 

"Incurring  debt . . .  induces  more  current 
capital  formation  than  would  otherwise 
take  place."  (7th  ed.,  p.  346) 

"A  large  public  debt  can  clearly  be  detrimental 
to  long-run  economic  growth."  (p.  638) 

Monetary  policy 

"Today  few  economists  regard  Federal 
Reserves  monetary  policy  as  a  panacea 
for  controlling  the  business  cycle." 
(3rd  ed.,  p.  316) 

"Fiscal  policy  is  no  longer  a  major  tool  of  stabilization 
in  the  United  States. . . .  Stabilization  policy  will  be 
performed  by  Federal  Reserve  monetary  policy."  (p.  645) 

Soviet  planning 

"The  Soviet  economy  is  proof  that ...  a 
socialist  command  economy  can  function 
and  even  thrive."  (13th  ed.,  p.  837) 

"The  failed  model:  Soviet  Communism."  (p.  714) 

17 15th  edition. 


198 


Forbes  ■  September  22,  1997 


.eadership  is  more  than  numbers, 

With  $450  billion  in  assets  under  management, 
AXA  is  a  world  leader  in  insurance  and 
investment.  With  100,000  men  and  women 
sharing  the  same  vision  in  more  than  50 
countries,  we  strike  a  unique  balance  between 
global  experience  and  local  expertise  that  allows 
us  to  develop  solutions  tailored  to  your  goafs. 
Here  in  the  US,  where  we  manage  $230  billion 
in  assets,  we've  been  serving  clients  for  over 
137  years.  You  know  us  as  Equitable,  Alliance 
Capital  and  Donaldson,  Lufkin  &  Jenrette, 
companies  whose  outstanding  track  record 
allows  us  to  say: 


Go  ahead 


INSUR 

WITH  OUR  US  MEMBER, 

jsc  visit  our  Web  site:  http://vvwvv.axa.com 


Most  companies  promote  high  ethical  standards.  At  Wetherill  Associates 
the  whole  business  is  based  on  honesty  and  thoughtfulness  for  others. 

Righteousness  pays 


By  Katrina  Burger 

Remember  Mother  telling  you 
that  cleanliness  is  next  to  godliness? 
Wetherill  Associates,  Inc.  agrees.  A 
disorderly  desk  can  jeopardize  a  pro- 
motion at  this  480-employee  business 
based  in  Royersford,  Pa.  At  head- 
quarters every  cubicle  is  fastidiously 
tidy;  sales  orders  rarely  go  missing. 

The  company's  performance- 
appraisal  form  rates  employees  on 
how  well  they  "attempt  to  promote 
goodwill."  So  seriously  is  righteous- 
ness taken  that  the  firm  refuses  to 
make  sales  targets.  That  way  employ- 
ees won't  be  tempted  to  lie 
if  they  fall  behind. 

Do  these  straighter-than- 
straight  policies  pay? 
Apparently.  At  its  Royers- 
ford warehouse  Wetherill 
stocks  and  distributes  auto 
component  parts  destined 
for  car  and  truck 
rebuilders.  On  a  volume  of 
$160  million,  Wetherill  last 
year  netted  $16  million,  a  nam 
handsome  return  on  sales 
of  10%.  Its  return  on  equity:  33%. 

Marie  Bothe,  WetherilPs  diminu- 
tive (4-foot-ll)  77-year-old  chief 
executive,  flourishes  an  employee 
manual.  It  states:  "We  do  not  try  to 
make  profits  or  avoid  losses.  Instead, 
we  try  to  take  'right  action'  in  the 
best  way  that  we  know;  the  profits  are 
a  natural  by-product." 

WetherilPs  basic  business  strategy 
is  contained  in  the  Right  Action 
Ethic  conceived  by  Richard  Wether- 
ill, a  management  consultant  who 
died  in  1989.  He  argued  that  if  busi- 
nesses take  the  moral  high  ground, 
they  will  come  out  on  top.  In  the 
1950s  and  1960s  Wetherill  wrote 
books,  spoke  in  lecture  halls  and  con- 
ducted executive  training  classes. 
Study  groups  sprang  up  around  the 
country  to  investigate  WetherilPs 
ideas.  But  while  businessmen  were 


<fPeople 
called  us  a 
cult.  They 
said  we  wore 
white  robes 
and  burned 


incense. 
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intrigued,  none  actually  implemented 
WetherilPs  ideas — until  Marie  Bothe 
turned  up. 

Then  a  newly  widowed  housewife, 
Bothe  met  Wetherill  at  one  of  his  lec- 
tures. She  was  wowed  by  his  theories 
and  in  1959  moved  to  Philadelphia 
to  become  WetherilPs  administrative 
assistant.  In  1978,  at  Bothe's  prod- 
ding, 45  members  of  WetherilPs 
study  groups — housewives,  teachers, 
nurses  and  a  retired  army  officer — 
pooled  $50,000  to  start  a  company 
that  would  put  the  ideas  into  prac- 
tice. One  member  had  a 
few  contacts  in  the  car 
parts  industry,  so  they  set- 
tled on  the  business  of  sell- 
ing parts. 

At  her  first  trade  show 
Bothe  encountered  drunk 
salesmen  chasing  bikini- 
clad  girls  on  roller  skates. 
"When  we  started,  [the 
parts  reselling]  business 
was  pretty  sleazy,"  says 
Kevin  Kraft,  WetherilPs 
treasurer.  "Early  in  our  careers,  a 
[potential  customer]  told  us,  'Sure, 
I'll  do  business  with  you,  but  I've 
really  had  my  eye  on  this  canoe  in  the 
Sears  catalog.'  The  guy  gave  us  the 
Sears  part  number  and  told  us  where 
to  deliver  it."  Wetherill  Associates 
passed  up  the  business,  though  the 
company  badly  needed  it. 

WetherilPs  commitment  to  high 
moral  standards  got  off  to  a  bad 
start.  In  1979  Bothe  had  to  fire  the 
head  of  sales  for  breaking  an  exclu- 
sive contract  with  a  customer.  Her 
swift  action  salvaged  the  company's 
conscience. 

"At  first  people  called  us  a  cult," 
says  Bothe  in  an  interview  at  her  pris- 
tine, pastel-colored  office  overlook- 
ing a  cornfield.  "They  said  we  were  in 
here  walking  around  in  white  robes 
and  burning  incense." 


But  the  esprit  paid 
off  in  1980,  when  a 
supplier  proved  unable 
to  fill  a  $100,000 
order  for  bearings.  The 
Wetherill  team  scoured 
the  country,  stockpil- 
ing bearings  in  their 
cramped  offices.  They 
filled  the  order — and 
won  customer  loyalty. 
That  year  sales  were 
$83,000.  Four  years 
later  they  hit  $11.5 
million.  Since  then  the 
business  has  been 
growing  at  25%  a  year. 

Marie  Bothe  and 
Edith  Gripton,  Weth- 
erilPs widow,  together 
own  100%  of  the  com- 
pany. Of  the  original  45 
members  of  WetherilPs 
study  group,  43  are  still 
active  with  Wetherill 
Associates.  Their  study 
group — known  as  the 
Humanetics  Fellow- 
ship— is  registered  as  a 
tax-exempt  religious 
society  and  continues 
to  publish  WetherilPs 
writings.  Five  years  ago 
the  group  built  a  small 
apartment  building  in 
Royersford,  where  all 
43  and  their  families 
live.  On  weekends  they 
gather  in  the  building's 
common  room  to  listen 

Wetherill  CEO  Marie  Bothe 
Do  you  fudge  sales 
numbers?  Is  your  office 
messy?  Are  you 
a  gossip?  If  so,  then 
don't  even  think  about 
working  for  this  dame. 
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to  old  recordings  of  Richard  Wether- 
ill's  lectures. 

Bothe  doesn't  expect  the  same 
level  of  devotion  from  other  employ- 
ees as  she  does  from  the  Fellowship 
members,  but  she  does  insist  on  high 
moral  standards  from  new  hires.  "If 
you  say  to  a  [candidate]  that  ethics 
and  'right  action'  are  extremely 
important  here  and  he  or  she  starts  to 


squirm  or  look  at  the  floor,  we  know 
he  or  she  probably  won't  fit  in,"  says 
Margo  Callis,  WetherilPs  director  of 
human  resources. 

Recently  a  new  salesman  proudly 
announced:  "Wow!  I  came  up  with  a 
whopper  to  get  that  customer  off  my 
back!"  His  office  mates  were  not 
amused.  They  made  him  call  the  cus- 
tomer back  and  tell  the  truth. 


Lying  is  grounds  for  firing.  Gossip 
and  backbiting  are  firmly  discour- 
aged. Anyone  violating  this  code  will 
find  himself  chastised  by  a  fellow 
employee  and  perhaps  reported  to  a 
boss.  Morality  aside,  that  saves  the 
company  a  lot  of  employee  time  and 
money:  At  Wetherill,  no  one  loiters 
around  the  water  fountain. 

Long  after  Richard  Wetherill's 
death,  the  business  world  is  finally 
taking  notice  of  his  ideas.  Harvard 
Business  School  now  uses  Wetherill 
Associates  as  a  case  study.  "The  for- 
mula is  quite  simple:  People  trust 
them,"  says  Lynne  Sharp  Paine,  a 
Harvard  Business  School  professor 
who  studied  Wetherill  in  her  newly 
published  book,  Leadership,  Ethics 
and  Organizational  Integrity. 

"They  are  a  benchmark  for  how  to 
fold  in  [ethics]  with  business,"  says 
Thomas  Snyder,  president  of  Delco 
Remy  America,  Inc.,  an  auto  compo- 
nents manufacturer  and  rebuilder. 
Inspired  by  the  Wetherill  model,  he 
devised  an  ethics  checklist,  which  is 
printed  on  wallet-size  cards  and  car- 
ried by  every  Delco  Remy  employee. 

Bothe  is  taking  Wetherill's  ideas 
global.  International  sales  today 
account  for  nearly  10%  of  revenues, 
up  from  virtually  nothing  five  years 
ago.  But  there  are  even  more  moral 
traps  overseas  than  at  home.  In  1992, 
when  Wetherill  first  started  selling 
parts  in  Taiwan,  a  customer  asked  the 
sales  representative  to  invoice  an  item 
at  less  than  the  actual  cost;  the  cus- 
tomer would  pay  the  rest  under  the 
table.  That's  the  way  things  are  often 
done  in  Taiwan,  where  import  duties 
are  murderously  high.  Wetherill 
passed  up  the  business. 

At  home,  too,  high  standards 
sometimes  cost  money.  A  few  years 
ago  a  customer,  upset  by  delays  in  his 
order,  demanded  that  his  shipment 
be  canceled  if  it  had  not  already  been 
shipped  out.  The  parts  were  boxed 
and  ready  to  go;  the  delivery  truck 
was  pulling  up  to  WetherilPs  loading 
dock.  In  a  few  minutes  the  shipment 
would  be  on  its  way.  But  it  wasn't 
yet,  so  Bothe  canceled  the  order. 

Apparently,  though,  these  high 
standards  win  more  business  than 
they  lose.  Grateful  for  Bothe's  hon- 
esty, that  customer — like  many 
others — is  still  loyal  to  Wetherill.  H 
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Can  young  Alexandra  Lebenthal  revive 
Grandma  Sayra's  aging  muni  bond  firm? 

All  in  the  family 


By  Silvia  Sansoni 


Alexandra  Lebenthal 
recalls  amusing  herself  as 
a  child  by  clipping 
coupons  in  a  vault  near 
Lebenthal  &  Co.,  the 
smallish  but  successful 
family-owned  municipal 
bond  house  in  downtow  n 
Manhattan.  But  munis  no 
longer  rule  Alexandra 
Lebenthal's  heart.  Since 
she  succeeded  her  father 
at  the  helm  two  years  ago, 
the  Lebenthal  firm  is 
diversifying  into  stocks  as 
well  as  insurance  and 
annuities. 

The  elimination  of 
alternative  tax  shelters  by 
the  1986  Tax  Reform 
Act  left  munis  as  the  only 
tax-free  investment  for 
well-heeled  New  Yorkers. 
Competition  has  mount- 
ed, and  spreads  and  com- 
missions have  been 
squeezed.  Lebenthal's 
earnings  have  dropped 
30%  over  the  past  ten 
years. 

Over  the  years,  Leben- 
thal, founded  in  1925  by 
Alexandra's  grandparents  Hn 
Louis  and  Sayra,  has 
built  a  clientele  of  affluent  retirees  in 
the  New  York  City  area.  But  in  a 
record- breaking  stock  market,  even 
conservative  investors  want  a  piece  of 
the  action.  Plus,  it  stands  to  reason 
that  elderly  customers  eventually  die. 
The  typical  Lebenthal  client  who  still 
remembers  the  crash  of  1929  is  fast 
disappearing.  "A  lot  of  my  brokers 
w  ill  tell  me:  'Gee,  you  know,  my  best 
client  has  died,'"  says  the  33-year-old 
Lebenthal.  For  a  while  it  was  touch- 
and-go  for  the  firm. 

Younger  clients  are  less  interested 
today  in  tax-free  ;elds  than  they  are 


Sayra,  Alexandra  and  Jim  Lebenthal  of  Lebenthal  &  Co. 
Breaking  with  tradition,  Alexandra  is  peddling  equities. 


in  capital  gains.  So  in  1993  the  firm's 
brokers  started  selling  them  mutual 
funds — those  of  AIM,  Putnam, 
Oppenheimer  and,  more  recently, 
Goldman,  Sachs.  Two  years  ago  they 
started  selling  equities.  Alexandra  put 
her  sales  force  and  herself  through  an 
extensive  retraining  program  to  qual- 
ify to  sell  insurance.  Earlier  this  year 
she  hired  Gerald  Tankerslcy,  a  former 
senior  vice  president  at  Prudential 
Securities,  and  in  July  Lebenthal  bro- 
kers started  pitching  stocks  using 
research  from  Pershing  and  Standard 
&  Poor's.  This  month  they  will  start 


selling  insurance  and  annuities. 

Her  father,  Jim,  was  a  pioneer  in| 
using  TV  and  radio  to  recruit  clients. 
Alexandra  is  updating  the  idea.  As  a 
teenager,  she  dreamed  of  becoming 
an  actress,  so  starring  in  the  firm's 
television  and  print  commercials 
comes  naturally.  "If  [younger 
investors  ]  see  a  young  person  who  is 
appealing  and  looks  kind  of  like  what 
they  look  like,  then  there 
is  always  an  idea  of  'Why 
not  call  Lebenthal,'"  she 
says.  As  a  sales  gimmick, 
she  gives  investors  under 
35  a  half-percentage- 
point  discount  on  the 
sales  charge  on  the 
Lebenthal  muni  bond 
mutual  funds. 

Does  the  world  need 
another  stockbroker? 
"She's  one  of  the 
smartest  people  on  Wall 
Street,"  says  Morningstar 
President  Don  Phillips. 
That  remains  to  be  seen, 
but  there's  no  doubting 
her  ambition  to  ensure 
the  future  of  the  family 
firm. 

Whereas  her  brother, 
Jimmy,  joined  the  Navy 
and   her   older  sister, 
Claudia,    became  an 
editor,  Alexandra  went 
to    work    at  Kidder, 
Peabody  &  Co.  after 
graduating  from  Prince- 
ton.   She    joined  the 
family  business  two  years 
later,  and  a  year  after 
that  worked  at  a  tiny 
desk  at  her  grandmoth- 
er's side,  taking  over  her 
accounts.  "It  was  an  emotionally 
stressful  time,"  she  recalls.  "She  was 
91  and  I  was  26;  she  was  unwilling 
to  give  up  control,  and  I  thought  I 
knew  everything."  Sayra  died  in 
March  1994.  The  following  year,  at 
the  age  of  31,  Alexandra  was  in  the 
hot  seat. 

Although  her  father  has  since  passed 
the  reins  on  to  Alexandra,  he  remains 
instrumental  in  promoting  the  firm. 
There  aren't  many  women  running 
successful  Wall  Street  firms,  but 
Alexandra  Lebenthal  is  determined  to 
remain  one  of  the  pioneers.  Mi 
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Angelo  R.  Mozilo 

Chairman  and  Chief  Executive  Officer 


Countrywide  Home  Loans,  Inc. 

Countrywide  Home  Loans  makes 
the  dream  of  home  ownership 
easier  for  more  Americans. 

Since  opening  its  first  branch  in 
Los  Angeles,  the  company  has 
remained  committed  to  providing 
the  best  value  in  home  loans.  "We 
pioneered  the  idea  that  if  we  keep 
costs  down,  we  can  give  people 
home  loans  that  cost  less,"  says 
Angelo  Mozilo,  Chairman  and  Chief 
Executive  Officer,  Countrywide  Home 
Loans.  It's  this  simple  idea  that  con- 
tinues to  fuel  Countrywide's  growth 
and  makes  them  one  of  the  nation's 
leaders  in  residential  home  finance. 

Using  the  most  advanced  technolo- 
gy, and  working  with  the  best  brokers, 
bankers,  investors,  and  real  estate 
professionals,  Countrywide  meets  the 
borrowing  needs  of  home  buyers. 
In  fact,  Countrywide,  headquartered 
in  Calabasas,  has  made  200,000 
home  loans  to  people  in  Los  Angeles 
and  nearly  two  million  people  nation- 
wide since  its  founding  in  1969. 

In  a  rapidly  changing  economic  ■ 
environment,  the  American  Dream  wiil 
continue  to  evolve,  and  Countrywide 
will  continue  to  deliver  it  in  new  ways 
to  new  home  buyers  in  Los  Angeles 
and  beyond. 


HOME    L  O  -\  N  S,  INC 
www.countrywide.com 


When  Los  Angeles  Mayor 
Richard  J.  Riordan  stepped 
to  the  podium  this  summer 
to  take  his  second  oath  of  office,  flags 
were  fluttering  gently  in  a  warm  breeze. 
But  more  than  the  weather  was  cooperat- 
ing that  day. 

Air  quality  is  the  cleanest  it's  been  in  at 
least  two  generations.  Crime  is  down. 
Tourists  from  around  the  world  are  back 
in  record  numbers,  soaking  in  the  sights 
of  the  entertainment  capital.  And  the  Los 
Angeles  economy  —  written  off  only  a 
couple  of  years  ago  by  some  as  hopelessly 
mired  in  a  post-Cold  War 
slump  —  has  shifted  into 
job-producing  high  gear  so 
powerfully  that  some  experts 
are  left  crunching  numbers  in 
silence.  Los  Angeles  —  that 
megalopolis  country-within- 
a-country  —  is  roaring  back. 

After  the  worst  economic 
downturn  since  the  Great 
Depression  (some  even  say 
worse  than  the  1930s  slump), 
Los  Angeles  has  once  again 
reinvented  itself  economically. 
In  the  process,  it  is  building  a 
unique,  highly  diversified 
engine  pegged  to  21st-century 
information  services  and  tech- 
nology that  could,  once 
again,  portend  the  direction 
of  the  entire  U.S.  economy. 
The  authors  of  this  success 
story  are  many.  Mayor 
Riordan  promised  progressive 
policies  designed  to  spur 
growth  and  expansion  —  and 
he  delivered.  But  it  is  the  countless  entre- 
preneurs and  thought  leaders  in  LA  — 
many  of  them  minorities  and  women  — 
who  took  advantage  of  the  city's  vast 
intellectual  capital  and  pushed  LA's 
economic  engine  into  high  gear. 

Add  to  that  the  growing  academic  and 
cultural  power  of  greater  Los  Angeles  and 
you  have  the  shape  of  a  city  far  greater 
than  it  has  been  in  the  past. 

Growth  Sectors 

Of  course,  reinventing  itself  is  nothing 


new  for  Los  Angeles.  The  city's  first 
boom,  in  the  1880s,  was  built  on  agri- 
culture and  real  estate.  Then  came  oil, 
the  movies,  aerospace,  international  trad 
and  global  satellite  technology  —  not  tq 
mention  23  million  annual  visitors  who 
established  LA  as  a  major  destination 
for  tourism. 

The  city  has  always  been  a  pioneer 
economically  going  its  way  against  the 
grain.  Los  Angeles  has  traditionally  dont  r 
best  as  a  breeding  ground  for  maverick 
businesses  that  might  not  fit  in  more 
established  places.  This  pattern  of  non- 
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tradition  is  playing  a  major  role  in  build- 
ing Los  Angeles's  new  economy. 

The  New  Los  Angeles  Marketing 
Partnership  (New  LAMP),  which  came 
into  existence  a  few  years  ago  to  restore 
confidence  in  the  city's  economy,  proud- 
ly hails  the  widely  divergent  kinds  of 
products  that  have  been  invented  here. 
Its  advertising  program  is  built  around 
the  slogan  "It's  Amazing  What  Grows  in 
Los  Angeles." 

A  few  years  ago,  the  city  might  have 
been  a  little  shy  to  lump  such  traditional 


:  A  inventions  as  fortune  cookies,  barbecued 
i  hicken  pizza  or  kosher  burritos  together 

nth  the  space  shuttle,  digital  technology 
j.  nd  the  Internet.  But  not  today. 

"The  response  to  the  campaign  has 

een  overwhelming,"  says  Executive 

)irector  Regina  Birdsell  of  New  LAMP. 

There  is  such  a  renewed  pride  in  LA's 

bility  to  innovate  and  create  new  indus- 
!ry.  LA  is  moving  faster  than  its  own  per- 

eption  of  itself." 
What  has  truly  been  remarkable  has 

>een  the  transformation  of  the  employ- 
ment picture  in  the  region.  Heavily 


helped  1,400  companies  gain  a  foothold 
in  LAs  continually  expanding  economy, 
while  adding  30,000  jobs  and  securing 
$300  million  in  capital  investment. 

Small  Business 

Los  Angeles  may  have  taken  longer  than 
other  areas  in  California  to  bounce  back 
from  the  recession,  but  the  recovery 
seems  real  —  and  steady.  According  to 
the  Kiplinger  California  Letter,  which 
tracks  state  trends,  "Personal  incomes  are 
rising  and  likely  will  continue  to  do  so. 
Businesses  are  expanding  and  will  be  hir- 
ing lots  of  new  workers. 
The  out-migration  trend 
from  California  to  other 
states  is  now  in  reverse." 

The  changes  have  occurred 
so  quickly  —  many  experts 
say  the  recovery  began  in 
earnest  only  two  years  ago  — 
that  it  seems  to  have  escaped 
notice  by  many  national  eco- 
nomic experts.  Much  of  the 
growth  is  so  new  that  it's  hard 
to  quantify,  except  through 
word-of-mouth  praise  from 
business  executives,  politicians 
and  small-business  owners. 

Small  business,  in  fact, 
has  been  a  major  factor  in 
reinventing  Los  Angeles' 
economy.  Led  by  gains  in 
biomedical,  technology  and 
information  services,  start- 
l£^>  ups  in  the  region  have 

jjpfc  jjB    never  been  stronger. 

1       Looking  down  the  list  of 
^mS"*"^      the  top  industries  in  Los 
uigeles,  one  finds  success  stories  every- 
where. To  be  sure,  much  of  the  recent 
rowth  and  optimism  is  so  new  that  some 
xperts  aren't  sure  what  ultimate  direction 
:  will  take.  But  this  much  seems  certain  — 
city  that  has  reinvented  itself  three  or 
aur  times  in  the  past  100  years  has  just 
one  it  again. 

Services 

)own-and-out  in  Beverly  Hills  may  have 
iecame  another  euphemism  for  "unem- 
>loyed"  during  the  aerospace  and  corporate 


Yale  Gieszl 

Executive  Vice  President 


Toyota  Motor  Sales,  U.S.A.,  Inc. 


Toyota  Motor  Sales,  U.S.A.,  Inc., 
and  Los  Angeles  are  linked  by  40 
years  of  history.  We  established  our 
American  headquarters  in  a  small 
Hollywood  car  dealership  four 
decades  ago. 

Today,  Toyota  is  the  fourth -largest 
vehicle  manufacturer  in  the  U.S.,  with 
annual  sales  in  excess  of  $28  billion. 
From  our  national  sales  and  marketing 
headquarters  in  Torrance,  we  oversee 
the  distribution  and  sale  of  over  1  mil- 
lion cars  and  trucks  annually  through 
a  nationwide  network  of  1,194  Toyota 
and  Lexus  dealerships. 

Our  financial  arm,  Toyota  Motor 
Credit  Corporation,  with  assets 
exceeding  $19  billion,  is  America's 
fourth-largest  automotive  finance 
company  and  ranks  ninth  among  all 
finance  companies  in  the  U.S. 

As  we  have  matured,  so  has  our 
Los  Angeles  partnership.  In  the  Los 
Angeles  area,  Toyota  has  invested 
over  $1.2  billion  in  facilities  and 
employs  more  than  3,350  people 
with  an  annual  payroll  in  excess  of 
$221  million.  In  addition,  15  Toyota 
and  Lexus  dealerships  serve  cus- 
tomers in  greater  Los  Angeles. 


TOYOTA 


dependent  on  aerospace  and  defense 
contracts  as  recently  as  1989,  the  Los 
Angeles  economy  has  changed  its 
employment  picture  in  astonishing 
ways,  helped  by  a  variety  of  programs 
spearheaded  by  Mayor  Riordan.  Started 
in  1995,  LAs  Business  Team  was  assem- 
bled from  a  group  of  aggressive  profes- 
sionals dedicated  to  working  one-on- 
:  one  with  companies  of  all  sizes  to 
obtain  financing,  find  real  estate  and 
form  alliances  with  city  government.  As 
'<  of  today,  this  successful  program  has 
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Joe  Welter 

Chairman  and  Chief  Executive  Officer 

Nestle  USA 

Around  the  world  the  Nestle 
name  is  synonymous  with  the 
very  best  food  and  beverage  prod- 
ucts. Headquartered  in  Vevey, 
Switzerland,  Nestle  is  the  world's 
leading  food  company,  dedicated  to 
making  quality  foods  that  are  both 
nutritious  and  enjoyable  for  people 
throughout  their  lives. 

Here  in  the  U.S.,  Nestle  USA,  with 
annual  sales  of  $7.5  billion,  pro- 
duces many  of  America's  favorite 
brands  such  as  Stouffer's,  Carnation, 
Libby's,  Ortega,  Taster's  Choice,  Toll 
House,  Friskies,  Alpo  and,  of  course, 
Nestle. 

Nestle  USA's  commitment  to 
quality  also  extends  to  bettering  the 
local  communities  nationwide  where 
its  18,000  employees  live  and  work. 
Nestle's  Adopt-A-School  program  is 
an  excellent  example.  In  addition  to 
financial  support,  employees,  includ- 
ing Chairman  and  Chief  Executive 
Officer  joe  Weller,  volunteer  their 
time  to  work  in  the  schools  with 
teachers  and  their  students. 


Nestle  USA  is  headquartered 
in  Glendale,  CA. 

jpll  Nestle 

Makes  the  Very  Best 


layoffs  of  the  early  '90s.  But  in  true 
Western  tradition,  those  downsized  have 
since  forged  ahead,  creating  entrepre- 
neurial businesses  that  have  changed  the 
economy  and  proved  that  LA's  intellectu- 
al capital  is  one  of  its  most  valuable 
commodities. 

Business  and  professional  services,  most 
of  them  rising  from  the  ashes  of  the  reces- 
sion years,  have  changed  Los  Angeles's  eco- 
nomic landscape  from  a  manufacturing  to 
a  service-oriented  economy.  According  to 
the  Center  for  the  New  West  in  Ontario, 
Calif,  the  service  sector  will  continue  to 
be  a  driving  force  in  Los  Angeles's  resur- 
gence: "There  is  an  unusually  deep  base 
of  business  service  and  part-time  subcon- 
tractors, which  are  an  important 
force  in  achieving  the  flexibility  and 
quick  turn  times  critical  in  today's 
fast-paced  global  economy." 

Not  that  manufacturing  is  dead. 
Far  from  it.  But  money  managers, 
lawyers,  accountants,  talent  agents, 
software  developers,  engineers  and 
managers  with  specific  expertise 
have  become  a  valuable  commodi- 
ty. Business  and  professional  ser- 
vices, followed  by  a  burgeoning 
health  services/biomedical  sector, 
booming  tourism,  soaring  enter- 
tainment and  international  trade, 
now  make  up  the  biggest  employ- 
ment sector  in  Los  Angeles, 
according  to  the  Los  Angeles 
Economic  Development 
Corporation. 

Entertainment 

Hollywood  invented  hype.  So  when  peo- 
ple in  Los  Angeles  start  bragging  about 
how  much  the  industry  has  grown  in 
recent  years,  you  have  to  forgive  some  of 
the  skepticism  by  outsiders. 

Nonetheless,  it  would  be  hard  to 
underestimate  how  growth  in  the  enter- 
tainment sector  has  driven  the  resurgence 
of  Los  Angeles's  economy.  In  this  case, 
reality  may  even  be  better  than  hype. 

Entertainment  is  the  quintessential  Los 
Angeles  industry  —  the  ultimate  maver- 
|    ick  business  where  great  fortunes  have 
been  made  time  and  again.  As  with  oil 


and  real  estate  a  century  before,  movies 
spurred  the  city's  first  economic  boom  ii 
the  20th  century,  from  1910  to  1930. 
Today,  it  remains  a  linchpin  of  the 
region's  economic  boom,  a  product  of 
the  world's  unquenchable  thirst  for  popl 
ular  American  entertainment. 

To  those  unaware  of  its  growth,  enter 
tainment  has  become  LA's  fourth-larges; 
employer.  A  decade  ago,  many  tradition 
al  economists  dismissed  entertainment 
a  high-income  "cottage  industry"  that 
fueled  other  businesses  such  as  retail  sali 
and  real  estate.  Many  even  believed  it 
provided  relatively  few  jobs  compared 
with  such  giants  as  defense  and  aero- 
space in  the  late  eighties. 


Now,  however,  as  numerous  new 
revenue  streams  have  been  added  to  the 
traditional  movie  and  TV  production 
businesses,  entertainment  has  become  a 
job-creating  giant  that  should  power  the 
Los 'Angeles  economy  for  years  to  come. 
Actually,  entertainment  has  been  boom- 
ing since  the  early  1980s,  when  VCRs 
extended  the  "shelf  life"  of  movies  and 
television  shows  indefinitely.  Before  then 
movies  were  pretty  much  dead  after  a 
couple  of  showings  on  network  televi- 
sion, and  TV  shows  had  virtually  no 
afterlife  following  reruns  in  syndication 

The  growth  of  international  markets 
for  U.S.  movies  and  television  quickly 
followed  on  the  heels  of  technology. 
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Harold  M.  Williams 

President  and  Chief  Executive  Officer 


J.  Paul  Getty  Trust 


When  the  Getty  Center  opens  in 
December  1997,  Los  Angeles 
will  gain  a  world-class  cultural 
resource  that  provides  an  extraordi- 
nary visitor  experience  and  highlights 
the  understanding,  appreciation  and 
preservation  of  art  and  cultural  her- 
itage. The  six-building  campus  unites 
the  J.  Paul  Getty  Trust's  museum, 
grant  program  and  institutes  for 
research,  education,  information  and 
conservation. 

An  expected  1.5  million  visitors  a 
year  will  view  the  J.  Paul  Getty 
Museum's  masterpieces,  the  exqui- 
site architecture  of  award-winning 
architect  Richard  Meier  and  the  con- 
stantly changing  panorama  of  Los 
Angeles  and  the  Pacific  Ocean.  They 
will  also  find  easy  access  to  gardens, 
terraces,  cafes  and  an  array  of  pub- 
lic programming. 

"We  have  built  the  Getty  Center  to 
be  a  cultural  resource  and  significant 
work  of  architecture  for  the  city 
of  Los  Angeles,"  says  Harold  M. 

Williams,  presi- 
dent and  CEO 
of  the  Getty 
Trust.  "We 
hope  it  will 
become  an 
integral  part 
of  this 

city's  cultural 
richness." 


THE  J.  PAUL 

Getty 

TRUST 


Producers  used  to  consider  international 
revenues  to  be  "pure  gravy"  after  their 
movies  and  programs  played  in  the 
U.S.  Now  international  revenues  have 
become  essential  to  profitability  for  vir- 
tually every  entertainment  product.  And 
since  the  end  of  the  Cold  War,  the  rapid 
growth  of  advertiser-supported  television 
in  countries  where  TV  used  to  be  rigidly 
controlled  promises  a  continuing  bonanza 
for  the  industry. 

Also  fueling  LA's  boom  is  the  expan- 
sion of  merchandising  opportunities  as 
well  as  cable  programming  and  the  rise 
of  pay-per-view  as  a  viable  —  and  prof- 
itable —  venue  for  exhibiting  movies 
and  TV  programs.  Suddenly,  producers 
are  talking  about  "tiered  windows"  for 
distribution  of  movies  —  first  in  U.S. 
theaters,  then  pay-per-view  in  the  U.S., 
then  theaters  abroad,  then  pay-cable  in 
the  U.S.,  then  videocassette  sales,  then 
network  television,  and  finally,  TV  syn- 
dication. Each  window  offers  a  chance  to 
increase  profitability.  Indeed,  movies  and 
programs  that  don't  do  well  in  the  U.S. 
may  end  up  making  money  abroad,  on 
pay-per-view  or  videocassette. 

What's  exciting  for  Los  Angeles  is  that 
doomsayers  who  had  predicted  that  the 
industry  might  gradually  leave  Southern 
California  because  of  high  costs  have 
proved  to  be  wrong.  Just  a  few  years  ago, 
some  thought  that  the  enticement  of  tax 
benefits  and  cheaper  labor  would  lure 
movie  and  TV  production  to  an  increas- 
ing number  of  places  both  in  the  U.S. 
and  abroad.  From  North  Carolina  to 
Utah  and  from  Romania  to  New 
Zealand,  offers  have  drawn  some  pro- 
duction work  away  from  Los  Angeles. 

But  production  of  movies  and  TV  has 
not  dwindled.  In  fact,  more  production 
was  started  in  Los  Angeles  in  1996  than 
ever  before  —  further  evidence  of  the 
demand  for  American-filmed  entertain- 
ment. All  across  the  city,  warehouses  and 
even  airplane  hangars  have  been  convert- 
ed to  sound  stages.  Plans  for  several  huge 
new  studio  complexes  have  also  been 
announced.  The  largest,  producer  Steven 
Spielberg's  DreamWorks,  sits  on  a  plot  of 
land  in  West  Los  Angeles  that  was  once 


Stephen  F.  Bollenbach 

President  and  Chief  Executive  Officer 

Hilton  Hotels  Corporation 

With  more  than  75  years  of 
experience  in  the  hospitality 
industry,  Hilton  Hotels  Corporation 
(NYSE:HLT)  has  developed  an  unsur- 
passed reputation  for  industry  leader- 
ship, integrity  and  financial  strength. 
Our  company's  portfolio  includes 
some  of  the  most  famous  hotels, 
casinos  and  resorts  in  the  world. 

Hilton  Hotels  Corporation  is  com- 
mitted to  creating  value  and  empha- 
sizing quality  for  the  benefit  of  our 
constituents.  Our  efforts  during  the 
last  year  resulted  in  the  successful 
acquisition  of  Bally  Entertainment 
Corporation,  the  formalization  of  a 
global  marketing  alliance  with  British 
company  Ladbroke  Group  PLC  to 
reunite  the  Hilton  name  worldwide 
for  the  first  time  in  32  years,  and  the 
continued  expansion  of  our  Hilton 
Garden  Inn®  properties  throughout 
North  America. 

Hilton's  65,000  team  members 
worldwide  look  forward  to  the  next 
millennium  and  are  proud  to  con- 
tinue a  legacy  of  innovation  and 
quality  that  has  made  "Hilton" 
synonymous  with  the  word  "hotel." 


*  Hotels  Corporation 
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Thomas  Elliott 

Executive  Vice  President 


American  Honda  Motor  Co.,  Inc. 

From  humble  storefront  beginnings 
marketing  50-cc  motorcycles, 
until  now,  almost  40  years  later,  on  a 
101-acre  campus  in  Torrance, 
American  Honda  has  grown  with 
Southern  California. 

Under  President  Koichi  Amemiya, 
the  Torrance  headquarters  oversees 
operations  for  North  and  South 
America.  Our  product  mix  today 
includes  Honda  and  Acura  automo- 
biles, motorcycles,  lawn  mowers, 
generators  and  outboard  motors. 

In  the  U.S.,  we  employ  more  than 
15,000  associates  and  work  with 
over  1,200  independent  dealers  who 
sell  and  service  our  products. 

Because  of  an  early  commitment 
to  American  manufacturing,  our 
plants  in  Ohio  now  produce  over 
700,000  Honda  and  Acura  cars  and 
150,000  motorcycles  a  year.  What 
may  come  as  a  surprise  is  that 
Honda  is  the  number-one  exporter  of 
American-made  automobiles. 

Statistics  aside,  we  are  actively 
involved  in  numerous  community 
activities  —  with  an  emphasis  on 
improved  education  —  and  have  a 
deep  concern  for  the  environment.  In 
fact,  our  '98  Accord  ULEV  will  be  the 
cleanest  gasoline-powered  car  ever 
sold  in  Ame:ics. 

Horn 


owned  by  industrialist  Howard  Hughes. 

The  reason  for  the  turnaround  was  an 
aggressive  stance  taken  by  the  city  in  pro- 
moting entertainment  in  LA  and  stream- 
lining the  entire  business  development 
process.  Mayor  Riordan,  the  City  Council 
and  the  County  Board  of  Supervisors 
created  the  Entertainment  Industry 
Development  Corporation  (EIDC)  to 
develop  creative  solutions  to  the  chal- 
lenges facing  the  entertainment  industry 
at  all  levels  and  in  all  facets  of  production. 
Among  its  wide  range  of  services,  the 
EIDC  helps  coordinate  and  issue  location 
permits,  build  relationships  between 
industry  insiders  and  local  resi- 
dents and  merchants,  serve  as  a 
liaison  between  local  govern- 
ment and  the  industry  on  key 
issues  and  advise  on  business 
development  and  retention 
issues.  The  impact  on  LA's 
economy  has  simply  been 
enormous. 

Los  Angeles,  more  than  ever, 
has  become  the  heart  of  the 
worldwide  entertainment  "soft- 
ware" business,  as  production 
is  sometimes  called.  Even  those 
films  and  programs  shot  out- 
side the  U.S.  are  frequently 
shipped  to  Los  Angeles  to  be 
"finished"  —  with  music,  spe- 
cial effects,  editing  and  post- 
production.  The  biggest  boom 
in  Los  Angeles's  entertainment  employ- 
ment has  come  in  the  postproduction 
and  ancillary  areas.  Many  companies  are 
desperate  for  experienced  editors,  scor- 
ers, computer  graphics  experts  and  other 
technically  trained  employees  —  just 
one  reason  why  enrollment  in  local 
schools  offering  such  training  is  thriving, 
with  no  letup  in  sight. 

High-Tech/Multimedia 

Add  the  most  exciting  new  business  to 
come  along  in  many  years  —  interactive 
and  multimedia  programming  —  into 
the  entertainment  mix  and  you  have  a 
recipe  for  virtually  limitless  growth.  In 
storefronts  and  former  garages  all  across 
West  Los  Angeles  and  parts  of  the  San 
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Fernando  Valley,  designers  and  com  put 
whizzes  are  inventing  a  brand-new 
industry  —  computer  "entertainment." 
Already,  this  business  has  grown  from  a 
few  "techies"  playing  around  at  home  tc 
a  business  capable  of  generating  new  rei 
enues  for  the  entertainment  industry.  Ir! 
fact,  there  are  more  multimedia  compa-i 
nies  in  Los  Angeles  than  in  any  other 
city  in  the  country. 

City  government  has  taken  some 
important  steps  to  encourage  the  prolif- 
eration of  these  start-up  companies. 
Established  in  July,  the  LA  New  Media 
Roundtable  is  responsible  for  branding 


Century  City  Towers  and 
ABC's  Entertainment  Center 


and  promoting  the  industry  locally.  As  a 
founding  member,  Mayor  Riordan  has 
worked  to  understand  the  needs  of  the 
industry  and  provide  incentives  to  multi 
media  entrepreneurs.  Among  these  are 
special  tax  provisions,  help  in  streamlin- 
ing the  permitting  and  development 
process  and  an  80%  reduction  in  the 
business  tax. 

All  this  comes  on  the  heels  of  the  tax 
incentive  measure  passed  in  April  by  the 
city  to  encourage  fledgling  multimedia 
companies  within  LA's  borders.  Bill 
Manaserro,  director  of  the  Software 
Council  of  Southern  California,  says  Lo: 
Angeles  is  banking  on  getting  a  portion 
of  future  tax  revenues  that  multimedia 
likely  will  generate.  Downtown,  LA's 
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Thomas  V.  McKernan 

President  and  Chief  Executive  Officer 


Automobile  Club  of 
Southern  California 


The  Automobile  Club  of  Southern 
California  is  a  familiar  part  of 
Southern  California  culture,  history 
and  business.  Today,  membership  is 
considered  a  necessity  by  millions  in 
the  region  and  recognized  for  quality, 
dependability  and  value. 

It  is  the  largest  of  the  AAA  clubs 
and  has  grown  to  be  a  multiple-bene- 
fit member  organization  from  earlier 
eras  known  for  emergency  road  service, 
maps,  tour  books,  traveler  advice  and 
safety  and  legislative  advocacy.  Today, 
Auto  Club  members  have  the  follow- 
ing additional  services: 

•  Automotive  —  vehicle  pricing,  pur- 
chasing and  maintenance  programs 

•  Travel  —  international  and  domes- 
tic travel  planning 

•  Insurance  —  life,  auto,  home,  personal 
excess  liability  and  watercraft 

•  Financial  —  credit  cards,  auto  loans 
and  leasing,  and  other  loan  and 
personal  account  services. 

The  Auto  Club  is  active  in  the 
community  with  programs  including 
driver  and  pedestrian  education, 
safer  roads  and  cars,  uniform  traffic 
regulations,  the  auto  and  clean  air 
and  drinking  and  driving  education. 


WE'RE  ALWAYS  WITH  YOU." 
www.aaa.com 


fabled  old  El  Dorado  hotel  is  being  con- 
verted into  260  multimedia  studios  with 
the  help  of  federal  and  state  money.  And 
several  high-tech  trade  shows  are  attract- 
ing thought  leaders  in  the  field  —  like 
SIGGRAPH  '97  (Special  Interest  Group 
on  Computer  Graphics),  which  set  atten- 
dance records  in  early  August  with  a 
record  crowd  of  48,700. 

On  another  front,  interactive  program- 
ming offers  instantaneous  worldwide 
distribution  for  Los  Angeles-based  enter- 
tainment products,  with  limitless  possi- 
bilities for  new  products.  Programming 
for  the  Internet  and  other  interactive 
applications  is  still  so  new  that  few 
experts  can  forecast  how  far  it  will  go, 
however.  Finally,  there  is  much  anticipa- 
tion and  excitement  in  the  high-tech 
community  surrounding  "convergence" 
—  when  television  and  computer 
become  one  in  the  next  few  years. 

Health/Biomedical  Services 

Along  with  its  leadership  position  in 
entertainment  and  professional  services, 
Los  Angeles  is  rapidly  transforming  itself 
into  a  front-runner  in  the  health  care 
field,  competing  with  long-established 
medical  facilities  in  the  East  and  South- 
west. A  proliferation  of  health  services 
and  leading-edge  biomedical  companies 
is  just  a  small  sampling  of  what's  on  tap. 

Despite  recent  legislation,  as  well  as 
the  effects  that  managed  care  has  had  on 
revenues  for  doctors,  hospitals  and  other 
providers,  innovation  continues  in  the 
field  and  the  news  is  exciting.  The 
University  of  California's  Medical  Center 
at  UCLA  in  Wesrwood  has  been  judged 
"Best  in  the  West"  by  U.S.  News  and 
World  Report  for  seven  consecutive 
years.  Recently,  officials  have  unveiled 
plans  to  build  a  $1.1  billion  project  of 
more  than  1.7  million  square  feet  to 
replace  the  1940s-era  structure.  Billed 
as  the  ultimate  marriage  of  medicine, 
technology,  seismic  safety  and  aesthet- 
ics, the  center  will  allow  doctors  to 
transmit  images,  sounds  and  text 
throughout  the  hospital  and  around  the 
world,  enabling  them  to  examine 
patients  in  remote  locations  via  video 


Mike  R.  Bowlin 

Chairman  and  Chief  Executive  Officer 

ARCO 

ARCO  is  the  seventh-largest  oil 
company  in  the  U.S.,  with  rev- 
enues of  $19.2  billion  and  assets  of 
over  $25  billion.  ARCO  traces  its  ori- 
gins to  the  1865  founding  of  the 
Atlantic  Petroleum  Storage  Company 
in  Philadelphia.  Following  its  1966 
merger  with  Richfield  Oil  Corp.  of  Los 
Angeles  and  its  discovery  of  the 
Prudhoe  Bay  oil  field  on  Alaska's 
North  Slope  in  1968,  ARCO  rapidly 
became  the  premier  gasoline  retailer 
in  its  five-state  marketing  area: 
California,  Nevada,  Oregon, 
Washington  and  Arizona. 

ARCO  also  markets  natural  gas, 
coal,  diesel,  jet  fuel  and  industrial 
coke,  has  an  interest  in  a  major 
chemical  company  and  is  the  market 
leader  in  retail  gasoline  in  the  West, 
marketing  through  its  ARCO  and 
am/pm  convenience  store  outlets. 

ARCO  produces  natural  gas  in  the 
U.K.  North  Sea,  oil  and  gas  in 
Indonesia,  and  is  operator  and  part- 
ner in  a  South  China  Sea  natural  gas 
field.  The  company  is  aggressively 
courting  opportunities  in  the  oil,  gas, 
power  and  chemical  industries 
throughout  the  Asia-Pacific  region. 

For  more  information  about  ARCO, 
contact  Al  Greenstein  at  213-486-3384. 


ARCO 
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C.  Michael  Armstrong 

Chairman  and  Chief  Executive  Officer 

Hughes  Electronics  Corporation 

To  stay  on  top  in  today's  competi- 
tive environment,  a  company  has 
to  see  over  the  horizon:  to  anticipate 
the  changes  and  challenges  ahead, 
to  see  —  before  others  see  them  — 
not  just  obstacles  but  opportunities. 
That  is  the  key  reason  Hughes 
Electronics,  along  with  General 
Motors  and  Raytheon  Company,  in 
January  announced  a  series  of  trans- 
actions that  will  enable  Hughes  to 
take  its  telecommunications  and 
space  businesses  to  a  new  level  —  a 
chance  to  bring  significantly  greater 
financial  resources  and  a  sharper 
focus  of  our  management,  talent  and 
technology  to  the  emerging  markets 
for  space  and  satellite  communica- 
tions. This  is  an  important  step  as 
we  work  to  realize  our  vision  of  a 
Wireless  Expressway™  —  an 
Information  Skyway  —  using  space 
and  satellites  to  offer  instant,  afford- 
able and  ubiquitous  delivery  of  data, 
voice  and  video  on  a  global  scale. 
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screen  and  receive  the  patient's  X-rays 
simultaneously. 

At  Cedars-Sinai,  there  is  more  good 
news.  The. Cedars-Sinai  Neurosurgical 
Institute  in  Los  Angeles  offers  a  world- 
class  neurosurgery  program  that  is  pro- 
viding treatment  for  a  broad  continuum 
of  neurological  disorders,  ranging  from 
brain  tumors  to  vascular  diseases.  The 
Cedars-Sinai  Burns  and  Allen  Research 
Institute  ranks  among  the  nation's  top 
nonuniversity  hospitals  in  the  nation  for 
research  activities.  Its  primary  mission  is 
to  identify  the  genetic  mechanisms  of 
disease,  focusing  on  cancer,  heart  disease, 
hormonal  disor- 
ders and  other 
illnesses. 

Staffed  by  102 
full-time  physi- 
cians, 180  basic 
research  scientists 
and  2,300 
employees,  City  of 
Hope  is  a  bright 
spot  in  the  health 
services  field.  The 
third-largest  bone- 


Rodeo  Drive  in  Beverly  Hills 


marrow  transplantation  center  in  the 
nation,  this  National  Cancer  Institute- 
designated  Clinical  Cancer  Research 
Center  will  see  its  research  and  treatment 
space  grow  by  25%  in  1997,  including  a 
new  9 1 ,000-square-foot  Center  for 
Ambulatory  Care. 

The  emerging  "life  science"  industries 
are  another  promising  field  for  Los 
Angeles.  LA  ranks  second  in  biotechnol- 
ogy after  the  San  Francisco  Bay  area, 
with  1 .600  firms  in  Southern  California 
employing  90,000  people  and  generating 
$10  billion  annually.  Given  that 
California's  biomedical  sector,  as  a 
whole,  generates  $16  billion,  clearly  Los 
Angeles's  contribution  in  this  industry  is 
considerable. 

According  to  the  Center  for  the  New 
West,  the  Los  Angeles  area  "generated 
1992  combined  sales  larger  than  the 
combined  biotechnology  industries  of 
New  England,  the  Middle  Atlantic  States 
and  Seattle."  It  further  reports  that 
employment  in  Southern  California's 


biomedical  field  is  the  highest  in  the 
country,  boosted  by  small,  flexible  firml 
and  an  educated  workforce  that  is  worl) 
ing  in  alliance  with  larger  companies  as 
well  as  among  themselves. 

Retail 

It's  been  a  difficult  decade,  but  retail  in  l| 
Angeles  finally  seems  to  be  bouncing  baci 
aided  by  an  improved  economy,  confi- 
dence in  the  job  market  and  pent-up 
demand  for  big-ticket  items  like  cars,  elec 
tronics,  household  furnishings  and  cloth 
ing.  Tom  Leiser,  associate  director  of  the 
UCLA-Anderson  Forecast  Project,  com- 
ments that  "retail  trai 
appears  to  have 
emerged  from  the  do 
drums  of  late  1995- 
96,"  with  inflation 
held  under  control. 

Small  businesses 
and  small  manufac- 
turers propelled  the 
economy  in  the  earl 
1990s,  many  owned 
by  members  of  the 
African  American, 
Latino  and  Asian  communities,  while 
mergers  of  giant  department  and  grocer 
stores  dominated  the  headlines.  The  rip 
pie  effect  hurt  suppliers,  subcontractors 
and  media  advertising  statewide.  With 
the  proliferation  of  discount  and  whole 
sale  outlets  in  the  outlying  areas,  retailei 
realized  that  shopper  loyalty  was  a  fragil 
commodity  that  could  be  salvaged  only 
with  improved  service  and  price  compe 
tition.  And  they  delivered. 

With  renewed  optimism,  national 
chains  are  once  again  eyeing  the  Los 
Angeles  area  for  expansion  and  reloca- 
tion. The  giant  retailer  Wal-Mart  has 
announced  plans  to  enter  the  Los 
Angeles  market  along  with  Dillard's 
Department  Store,  based  in  Little  Rock 
Ark.  Both  operations  have  yet  to  settle 
on  a  permanent  space. 

"The  competitive  pressures  on  retailing 
remain  intense,"  says  Jack  Kyser,  chief 
economist  at  the  Los  Angeles  Economic 
Development  Corporation.  A  number  of 
upscale  stores,  like  Bloomingdales, 
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Joanne  D.  Hale 

President  and  Chief  Executive  Officer 


Autry  Museum  of  Western  Heritage 


The  Autry  Museum  is  devoted  to 
the  distinctive  history  and  mythol- 
ogy of  the  American  West,  from  its 
prehistoric  roots  to  its  Gold  Rush 
days  and  the  illusory  impressions  left 
by  film,  radio  and  television. 

It  is  the  only  museum  to  so  broadly 
span  the  West's  geographic  and  artis- 
tic scope  and  to  present  the  region's 
diverse  ethnic  and  cultural  elements. 
The  museum's  nine  galleries  present  a 
collection  of  national  treasures  —  the 
paintings  of  Albert  Bierstadt  and 
Thomas  Moran;  the  armor  of  Spanish 
conquistadores;  the  chaps,  spurs  and 
saddles  of  cowboys  and  vaqueros; 
and  costumes  and  posters  from 
America's  most  beloved  Western  films. 

The  museum,  a  501(0)3  public  char- 
ity, has  relied  on  community  support 
since  it  opened  in  1988.  Built  with  an 
initial  $54  million  gift  from  the  Autry 
Foundation,  the  museum  holds  a 
collection  of  significant  and  historical 
firearms  that  is  the  country's  finest. 
Its  material  related  to  the  mythical 
West  is  the  best  in  the  world. 

With  an  annual  visitation  of 
430,000,  the  museum  is  distinguished 
by  an  accessible,  open  atmosphere 
and  by  its  innovative  community  part- 
nerships. More  than  42,000  school 
children  visit  free  each  year. 

AUTRY  MUSEUM  of 
WESTERN  HERITAGE 


Nordstrom  and  Neiman-Marcus,  are 
expanding  existing  operations,  but  space  in 
existing  shopping  malls  is  hard  to  come  by. 

With  Mayor  Richard  Riordan,  the  city 
has  taken  steps  to  encourage  business  and 
consumers  to  take  advantage  of  what  Los 
Angeles  has  to  offer  and  to  expand  its  list 
of  success  stories.  High  on  the  list  is  the 
Southern  California  apparel  industry.  Los 
Angeles  County  now  has  the  nation's 
largest  garment  industry,  with  nearly 
1 1 ,000  more  workers  than  New  York  and 
nine  times  as  many  as  Miami.  In  the  past 
decade,  the  industry's  sales  have  expanded 
to  more  than  $10  billion.  The  California 
Mart  on  Seventh  Street  is  one  "must" 
stop  for  buyers  and  wholesalers  eager  to 
learn  the  hottest  fashion  trends. 

As  the  design  and  manufacture  of 
clothing  in  the  region  has  grown,  there 
has  been  a  rapid  rise  in  regional  textile 
production.  Los  Angeles  is  now  the 
nation's  leading  county  for  knitting, 
printing  and  dyeing  production.  As 
shown  by  a  study  by  the  Center  for  the 
New  West,  the  Los  Angeles  area  has 
more  textile  workers  than  any  major 
metropolitan  region  in  the  country,  sur- 
passing such  traditional  leaders  as  New 
York  City  and  Raleigh,  N.C. 

Furniture  manufacturing  has  also  staged 
a  remarkable  comeback  in  LA  after  years 
of  falling  employment  when  manufacturers 
fled  environmental  restrictions.  Designers, 
manufacturers,  distributors  and  retailers 
are  all  capitalizing  on  "the  California 
look,"  offering  unique  styles  that  fetch 
premium  prices  in  world  markets. 

Tourism 

With  its  warm  climate  and  close  proximity 
to  the  beach,  mountains  and  desert,  Los 
Angeles  has  become  a  destination,  not 
just  a  stopover,  for  tourists  everywhere. 
The  Los  Angeles  Economic  Development 
Corporation  ranks  tourism  as  the  third- 
largest  industry  in  Los  Angeles  County, 
drawing  visitors  from  south  of  the  bor- 
der, Asia  and  Europe.  In  fact,  Japan,  the 
United  Kingdom  and  Germany  make  up 
the  first-,  second-  and  third-largest  over- 
seas markets,  bringing  businesspeople 
and  their  families  to  experience  all  that 
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Martin  J.  Barab 

1997/98  Chamber  President 

Beverly  Hills  Chamber  of  Commerce 

Celebrating  its  75th  year,  the  Beverly 
Hills  Chamber  of  Commerce  is 
proud  to  play  an  important  role  in 
promoting  and  enhancing  business 
in  the  world-class  city  of  Beverly  Hills. 

A  proactive  program  of  work  has 
enabled  the  Chamber  to  fuel 
unprecedented  growth  in  a  local 
economy  whose  principal  industry  is 
entertainment.  Over  525  entertain- 
ment firms  inject  over  $2.5  billion 
into  the  city's  economy  annually  and 
position  Beverly  Hills  as  the  indus- 
try's center  for  decision  making. 

Access  to  many  of  the  world's  finest 
retail,  hospitality  and  cultural  ameni- 
ties, availability  of  all  forms  of  trans- 
portation and  business  services,  out- 
standing police  and  fire  departments, 
a  superb  public  school  system  and 
unsurpassed  residential  living,  are 
among  the  many  reasons  that  Beverly 
Hills  has  maintained  its  distinction  as 
the  "Ultimate  Business  Address." 

Our  professional  staff  is  available 
to  assist  you  with  economic  and 
general  business  information  at  (310) 
248-1000  or  Visitor  Services  at  (310) 
248-1015  or  (800)  345-2210.  Please 
call  us  today  and  discover  how  the 
Beverly  Hills  Chamber  of  Commerce 
can  influence  your  success. 


BEVERLY  HILLS 

Chamber  Of  Comkiici 


Harry  M.  Sizemore 

Chief  Operating  Officer 


Los  Angeles  Department 
of  Water  and  Power 

With  deregulation  of  the  electric 
utility  industry  less  than  six 
months  away,  the  Los  Angeles 
Department  of  Water  and  Power  has 
been  gearing  up  to  be  a  major 
competitor  in  this  dramatic  new 
marketplace. 

An  important  component  of  our 
goal  to  be  the  utility  of  choice  for 
Los  Angeles  is  our  partnership  with 
the  local  business  community.  We 
are  committed  to  being  responsive 
to  their  needs  and  to  do  everything 
we  can  to  retain  them  as  valued 
customers. 

While  many  strategic  decisions  lie 
ahead  this  year,  the  DWP  is  uniquely 
qualified  to  provide  electricity  to  Los 
Angeles  because  we  built  the  infra- 
structure needed  to  deliver  this 
service  to  customers.  We  know  the 
system  inside  and  out,  and  we  main- 
tain the  personnel  and  equipment  to 
service  it.  The  result  is  an  unsur- 
passed level  of  quality  and  reliability. 

As  the  deregulation  era  begins, 
the  DWP  will  continue  being  a 
major  energy  competitor  and  water 
supplier  —  providing  the  same  reli- 
able service  we  have  for  the  past 

x*&52LTiN.        century,  with 
/&&mKE?w&\     low  rates  and 
a  commitment 
to  superior  cus- 
tomer service. 


LA's  diverse  community  has  to  offer. 

Los  Angeles  received  23.2  million  visi- 
tors in  1996  —  an  increase  of  4.9%  over 
1995  levels  —  as  the  effects  of  a  pro- 
longed recession  gradually  faded  away. 
The  visitor  base  is  projected  to  climb  to 
23.6  million  visitors  this  year,  bringing 
in  $1 1  billion  in  visitor  spending  as  well 
as  jobs  and  creative  energy  to  an  area 
that  is  well  equipped  to  handle  them. 

George  D.  Kirkland,  president  of  the 
Los  Angeles  Convention  and  Visitors 
Bureau,  observes  that  "looking  at  the 
prospect  for  international  travel,  an  objec- 
tive view  would  conclude  that  if  Los 
Angeles  were  not  there,  it  would  have  to 
be  invented.  It  is  geographically  at  the 
center  of  the  fastest-growing  sources  of 
domestic  and  Asian  travel." 

International  visitors  account 
for  approximately  one-fourth  of 
all  hotel  visitors,  but  one-third 
of  all  hotel  visitor  spending. 
Paul  Pebley,  regional  marketing 
director  for  Hilton  Hotels 
Corp.,  Beverly  Hills,  says  that 
"growth  has  been  spurred  by 
the  completion  of  the 
Convention  Center  expansion 
downtown,  the  return  of  inter- 
national travelers  and  the 
Japanese  market  to  LA  after  the 
recession,  continued  success  in  the  enter- 
tainment industry,  and  what  made  Los 
Angeles  so  popular  to  begin  with  —  the 
weather." 

Adds  Kirkland,  "The  Los  Angeles  visi- 
tor economy  is  growing  at  a  pace  not 
seen  since  the  early  1980s.  That  growth 
is  fueled  by  a  relatively  simple  formula. 
As  discretionary  revenue  is  developed,  so 
is  discretionary  travel.  Until  recently,  the 
principle  sources  of  discretionary  travel 
were  defined  solely  by  the  American 
traveler  and  the  developed,  industrialized 
nations  of  Europe.  Japan's  huge  travel 
market  was,  until  recently,  the  exception 
to  the  rule  that  Asian  economies  were 
unable  to  generate  significant  outbound 
travel.  Today,  that  assessment  no  longer 
applies.  From  Singapore,  Seoul, 
Shanghai  and  Hong  Kong  to  Taipei  and 
Beijing,  a  new  world  traveler  is  being 


created  .  .  .  and  he  looks  to  Los  Angela 
with  a  gleam  in  his  eye." 

How  did  Los  Angeles  become  such  a 
mecca  for  tourism?  For  one  thing,  its 
dynamic  lifestyle  and  300  days  of  sunsh 
each  year  are  hard  to  beat.  For  another, 
crime  is  down.  Mayor  Riordan  led  an 
unprecedented  expansion  of  the  Los 
Angeles  Police  Department,  which  has 
seen  the  department  grow  by  more  than 
2,000  officers  to  the  largest,  most  divers< 
force  in  its  history.  But  safety  is  merely  t; 
foundation  for  the  tourists  who  flock  to 
Los  Angeles. 

Lifestyle/Culture 

What  has  made  Los  Angeles  such  a  po] 
ular  place  to  visit?  In  which  to  live,  to 
work  or  play?  What  dynamics  have 


The  Getty  Center 


helped  make  this  small  Indian  and 
Mexican  village  of  the  1 800s  dotted  wil 
orange  and  lemon  groves  grow  into  a 
city  of  467  square  miles  with  a  popula 
tion  of  3.7  million  people  and  a  county 
of  9.4  million  inhabitants? 

Angelenos,  many  of  whom  arrived  wii 
the  movie,  military  or  aerospace  indus- 
tries during  World  War  II,  recognized  tf 
city's  potential  and  stayed.  Since  then, 
they  have  worked  long  and  hard  to  gain 
the  respect  and  admiration  of  American! 
everywhere,  as  well  as  the  domestic  and 
international  business  communities. 

An  abundance  of  corporate  offices, 
major  retail  outlets,  hotels,  theaters, 
restaurants  and  tourist  attractions  helpec 
draw  visitors  to  the  area  —  and  contin- 
ues to  do  so.  The  Los  Angeles 
Convention  and  Visitors  Bureau  notes 
that  the  overseas  visitor  makes  it  a  point 


advertisement  11 


Larry  A.  Keller 

Executive  Director 


The  Port  of  Los  Angeles 
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ore  than  any  other  industry, 
the  business  of  shipping  and 
:argo  distribution  is  characterized  by 
nnovative  partnerships  and  massive 
bapital  development  investments. 
jThis  year  marks  the  completion  of 
ome  of  the  Port  of  Los  Angeles's 
finest  cargo-handling  projects  ever, 
Hp  1 1  requiring  multimillion-dollar 
Investments  and  infrastructure  on  a 
Iruly  grand  scale. 

The  Port's  role  as  an  engine  for 
■economic  growth  and  well-being 
jthroughout  Southern  California  and 
■across  the  nation  is  undisputed  as 
nhundreds  of  thousands  of  jobs  are 
jdirectly  linked  to  Port  commerce.  In 
Southern  California  alone,  l  out  of 
every  27  jobs  is  attributed  to  the 
Port  of  Los  Angeles. 

The  Port  of  Los  Angeles  has  been 
I  likened  to  a  Hong  Kong  of  the  West 
las  it  continues  to  increase  its  posi- 
tion as  a  transportation  hub  for  the 
entire  Pacific  Rim.  We  look  forward 
to  the  new  millennium  and  the 
opportunities  it  brings  for  further 
business  enhancements. 


to  see  at  least  seven  major  attractions 
while  visiting  Los  Angeles,  the  domestic 
visitor,  about  five.  How  many  metropoli- 
tan areas  in  the  world  have  that  many 
attractions  to  offer?  Where  families  can 
enjoy  both  culture  and  pure  unadulterat- 
ed fun? 

At  the  top  of  the  perennial  list  of 
favorite  attractions  is  Universal  Studios 
Hollywood  with  its  theme  park, 
CityWalk,  amphitheater  and  movie  com- 
plex. Next  come  Disneyland,  Magic 
Mountain,  Walk  of  Fame,  Rodeo  Drive, 
Venice  Beach,  Chinese  Theater,  Sunset 
Boulevard,  Santa  Monica  Beach/Pier, 
Knott's  Berry  Farm,  the  homes  of  the 
stars  —  and  the  list  goes  on.  Due  to 
open  next  year,  the  interactive  Long 
Beach  Aquarium  of  the  Pacific  will 
present  yet  another  exciting  destination 
certain  to  attract  hundreds  of  thousands 
of  visitors  and  business  travelers. 

The  shimmering  Getty  Center,  perhaps 
the  finest  new  U.S.  arts  institution  to  be 
created  in  a  century,  opens  its  doors  on 
December  16  with  a  giant  civic  celebra- 
tion that  will  include  the  president  of  the 
U.S.  The  center  will  provide  the  largest 
nonprofit  fine  arts  center  in  the  world, 
with  a  six-building  complex  and  state-of- 
the-art  viewing  of  world  masterpieces. 

Groundbreaking  for  the  Frank  Gehry- 
designed  Walt  Disney  Concert  Hall  — 
with  its  state-of-the-art  sound  system  — 
is  scheduled  for  early  1998.  The  hall, 
which  received  $50  million  in  "seed 
money"  in  1987  from  the  great  animator's 
widow,  Lillian  B.  Disney,  is  planned  to 
adjoin  the  existing  downtown  LA  Music 
Center  complex.  Expected  to  exceed  $200 
million  in  costs,  the  hall  is  the  future 
home  of  the  Los  Angeles  Philharmonic 
and  other  musical  productions. 

With  1 50  art  galleries  in  the  city  — 
and  more  major  musems  per  capita  than 
any  other  city  in  the  world  —  Los 
Angeles  never  runs  out  of  things  to  see. 
To  highlight  the  city's  culture,  expansions 
have  been  made  at  the  Norton  Simon 
Museum  in  Pasadena,  the  Museum  of 
Science  and  Industry,  the  Los  Angeles 
County  Museum  of  Art  and  the 
Hollywood  Entertainment  Museum. 


Mark  S.  Liberman 

Vice  President  North  America— West  Region 

United  Airlines 

The  world's  largest  carrier  and 
majority  employee-owned  compa- 
ny, United  Airlines  has  been  serving 
Los  Angeles  since  its  predecessor 
company,  Pacific  Air  Transport,  began 
operations  on  September  15,  1926. 

Today,  United's  Los  Angeles 
employees  number  more  than  8,000. 
From  Los  Angeles,  United  and  Shuttle 
by  United  offer  190  daily  departures 
to  30  nonstop  destinations  in  the 
U.S.  and  around  the  world.  Moreover, 
the  airline  will  operate  165  United 
Express  departures  daily,  beginning 
Oct.  1,  and  has  comprehensive  code- 
share  agreements  with  Air  Canada, 
Lufthansa,  SAS  and  Thai  Airlines. 

According  to  Mark  Liberman,  vice 
president-West  Region  for  United 
Airlines,  United  is  committed  to  grow- 
ing the  Los  Angeles  market  and  plans 
to  invest  a  total  of  $200  million  to 
upgrade  and  expand  its  terminal  at 
LAX,  which  includes  the  recent  comple- 
tion of  a  federal  inspection  services 
facility.  Our  new  marketing  agreement 
with  SkyWest  is  another  strong  exam- 
ple of  our  commitment  to  become  the 
West  Coast  airline  of  choice. 

As  the  largest  airline  serving  Los 
Angeles  International  Airport,  United 
Airlines  provides  greater  access  and 
frequency  to  more  national  and  Inter- 
national destinations  than  any  other 
airline  in  the  West. 

HIJ  United  Airlines 


advertisement  iz 


Robert  J.  Thomas 

President  and  Chief  Executive  Officer 

Nissan  Motor  Corp.,  U.S.A. 

Nissan  came  to  Los  Angeles  in 
1958,  when  vehicle  sales  totaled 
just  52  nationwide.  Although  the 
company's  operations  have  grown  to 
include  complete  automotive  capabil- 
ities throughout  the  U.S.,  with  annu- 
al sales  of  nearly  750,000,  Los 
Angeles  is  still  home  to  many  of 
Nissan's  business  units. 

The  offices  of  Nissan  Motor 
Corporation,  U.S.A.,  the  sales  and 
marketing  arm  for  both  the  Nissan 
and  Infiniti  divisions,  are  visible  from 
the  intersection  of  the  110  and  405 
freeways.  Nissan  companies  now 
directly  employ  nearly  2,000 
Californians,  mostly  in  the  Los 
Angeles  area.  Approximately  4,500 
more  are  employed  through  more 
than  70  California  Nissan  and  Infiniti 
retailers  and  a  vehicle  preparation 
facility  in  Wilmington.  In  1992,  The 
Nissan  Foundation  was  established 
with  a  $5  million  endowment  to 
improve  the  social  and  economic 
quality  of  life  in  South  Central  Los 
Angeles,  and  has  awarded  20  local 
grants  since  then. 


The  Armand  Hammer  Museum 
opened  in  Wesrwood  to  house  the  late 
industrialist's  private  collection.  Other 
attractions  include  the  Japanese 
American  Museum,  the  Museum  of 
Contemporary  Art  (MOCA)  and  the 
new,  high-tech  Museum  of  Television 
and  Radio  in  Beverly  Hills. 

Education 

LA-area  educational  institutions  also 
offer  plenty  of  good  news.  Across  the 
region,  academic  institutions  such  as 
UCLA,  the  University  of  Southern 
California  (USC),  Pepperdine  University, 
Loyola  Marymount  and  The 
Claremont  Colleges  have  renewed 
vigor  as  enrollments  and  endow- 
ments have  picked  up. 

With  "techno-wizards"  in  great 
demand  to  provide  computer  and 
technical  skills  to  business  and 
industry,  higher  education  in  Los 
Angeles  has  established  a  variety  of 
creative  programs  to  attract  and 
absorb  the  available  talent. 
Computer  animators,  graphics  edi- 
tors and  other  technically  trained 
employees  are  in  especially  hot 
demand  —  particularly  in  the 
entertainment  industry. 

USC's  prestigious  film  school, 
which  "feeds"  the  industry  with  its 
graduates,  has  set  up  a  blue-ribbon  board 
of  trustees  to  ensure  that  the  school  is 
meeting  demand.  Santa  Monica  College 
and  Glendale  City  College,  also  with  the 
support  of  the  entertainment  industry, 
have  stepped  in  to  offer  training  in  the 
needed  areas.  Other  vocational  schools 
have  done  so  as  well. 

At  the  request  of  the  toy  industry,  Otis 
Art  Institute  is  offering  the  first  toy 
design  major  on  the  college  vocational 
level  to  prepare  skilled  designers  and 
managers  for  work. 

Los  Angeles  Trade-Technical  College 
(LATTC),  long  a  supplier  of  manpower 
to  Los  Angeles  industry  has  broadened 
its  efforts  along  with  the  South  Park 
Economic  Development  Corp.  and  USC 
to  offer  culinary  arts  and  food  processing 
management.  These  courses  teach  young 


entrepreneurs  about  accounting,  prodi 
placement  and  advertising  along  with 
cooking  skills.  LATTC,  which  also  ofifi 
apparel  design  and  retailing  classes,  is  a 
main  source  of  talent  to  the  fashion 
industry. 

Studies  show  that  Southern  Californj 
continues  to  have  among  the  highest 
percentages  of  well-educated  people  in  t 
U.S.,  partly  due  to  the  immigration  of] 
educated  young  people  and  well-educat) 
immigrants. 

The  Economist  magazine  reports  that 
Los  Angeles,  with  its  large  immigrant 
community,  ranks  ahead  of  the  nation^ 


The  Metro 
Red  Line 
in  Pershing 
Square 
Station. 


average  with  the  largest  concentration  c 
college  graduates  anywhere  in  the  coun 
try.  Since  1970,  the  county  increased  it: 
number  of  college  graduates  from 
500,000  to  1.2  million. 

In  addition  to  the  pool  of  specializec 
workers,  the  demographic  vitality  of  thi 
region  also  offers  employers  a  large 
work-oriented  population  that  can  fill 
entry-level  production  and  service  jobs. 

Trade 

Trade  has  been  a  big  part  of  Los  Angeles 
economic  success  story  for  years,  leadin| 
to  the  city's  emergence  as  a  major  playei 
in  the  global  economy.  Today,  the  five- 
county  Southern  California  region  bills 
itself  as  the  world's  1 2th-largest  econom 
due  in  large  part  to  the  city's  vast  port 
complex  and  international  airport,  as 
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William  L.  MacDonald 

Chairman,  President  and 
Chief  Executive  Officer 


Compensation  Resource  Group,  Inc. 


CRG  is  one  of  the  country's  preeminent 
national  executive  benefits  and  compen- 
sation consulting  firms.  CRG  is  at  the 
forefront  of  working  with  large  public 
and  privately  held  corporations  to 
design,  fund,  implement  and  adminis- 
ter benefits  and  compensation  pack- 
ages for  senior  management  and 
boards  of  directors. 

CRG,  founded  in  1978,  is  comprised 
of  three  main  divisions:  Executive 
Benefits  Consulting,  Executive  Com- 
pensation Consulting  and  Administra- 
tive Services.  The  Executive  Benefits 
Practice  focuses  on  the  design,  fund- 
ing and  implementation  of  nonquali- 
fied executive  benefits  plans.  The 
Executive  Compensation  Practice  pro- 
vides consulting  services  for  program 
design,  development  and  implementa- 
tion. And  the  Administrative  Services 
Department  handles  the  ongoing 
administration  and  management  of 
fixed  and  variable  benefits  plans,  with 
a  focus  on  deferred  compensation 
plans,  supplemental  executive  retire- 
ment plans,  disability  plans,  split-dollar 
plans  and  stock  option  administration. 

Headquartered  in  Pasadena,  Calif- 
ornia, CRG  has  eleven  regional  offices 
in  Atlanta,  Boston,  Chicago,  Cleveland, 
Dallas,  Denver,  New  York,  Phoenix,  San 
Francisco,  Seattle  and  Washington,  D.C. 

CRG 


Compensation  Resource  Groi  n»  I  nc 
www.crgwortd.com 


well  as  its  ranking  as  the  second-largest 
manufacturing  hub  in  the  country,  after 
Chicago. 

Los  Angeles/Long  Beach  is  the  largest 
port  complex  in  the  U.S.  while  the  Los 
Angeles  Customs  District  is  the  nation's 
largest  with  $170.1  billion  in  two-way 
trade  value  compared  with  $155.8  bil- 
lion for  second-place  New  York.  The 
customs  figure  for  Los  Angeles  is  project- 
ed to  rise  to  nearly  $180  billion  in  1997. 

According  to  the  Center  for  the  New 
West,  the  port  complex  is  "the  best 
strategic  trade  location  in  North 
America,  bolstered  with  close  human  ties 
to  the  world's  two  fastest-growing 
regions,  Latin  America  and  East  Asia." 
Indeed,  it  is  the  region's  proximity  to 
Mexico  and  other  countries  to  the  south, 
along  with  its  encouragement  of  Asian 
business,  goods  and  services,  that  has 
helped  transform  Los  Angeles  into  an 
international  business  community. 

The  customs  district's  top  trading  part- 
ner is  still  Japan,  with  a  trading  value  of 
$45.6  billion  in  1996  between  the  two 
countries.  The  People's  Republic  of 
China  is  now  in  second  place,  which  is 
unlikely  to  change  since  Hong  Kong 
reverted  to  the  mainland.  Last  year,  the 
trade  value  was  $21.2  billion,  up  from 
$5.5  billion  in  1990,  according  to  figures 
compiled  by  the  Los  Angeles  Economic 
Development  Corporation.  Taiwan  and 
South  Korea  were  third  and  fourth  in 
two-way  trade,  although  those  positions 
could  change  with  currency  fluctuations 
between  the  dollar,  the  yen  and  the  won. 

Six  European  nations  are  also  on  LA's 
roster  of  top  trading  partners,  including 
Germany,  the  United  Kingdom,  France, 
Italy,  the  Netherlands  and  Belgium. 
Eastern  Europe  is  not  yet  a  partner,  how- 
ever. Trade  missions  and  individuals  have 
visited  eastern  Europe  since  the  breakup 
of  the  Communist  bloc,  but  it  is  not  yet 
a  major  factor  in  trade. 

In  terms  of  trade  commodities,  the  top 
imports  are  electrical  machinery,  sound 
and  TV  equipment  and  parts  valued  at 
$25  billion,  according  to  the  LAEDC. 
Nonelectrical  machinery  and  parts,  valued 
at  about  $20  billion,  are  in  second  place. 


Charles  D.  Miller 

Chairman  and  Chief 
Executive  Officer, 
Avery  Dennison 


Joseph  V.  Haggerty 

President  and  Chief 
Professional  Officer, 
United  Way  of  Greater 
Los  Angeles 


United  Way 


GET  IN  TOUCH  WITH 
YOUR  INNER  PHILANTHROPIST 

Last  year  more  than  330,000  local 
donors  experienced  feelings  of 
increased  self-worth  by  giving  gener- 
ously to  United  Way.  By  doing  so,  we 
were  able  to  help  our  community's 
most  needy  residents  through  250 
Community  Care  charities  located  in 
greater  Los  Angeles. 

We  thank  all  our  donors  and  contrib- 
utors for  helping  to  make  United  Way 
the  best  way  to  help  the  most  people. 

Top  United  Way  Donors:  ARC0  •  Bank 
of  America  •  Boeing  North  American  • 
Combined  Federal  Campaign  •  Edison 
International  •  GTE/CWA  •  Hughes 
Electronics  •  Kaiser  Permanente  • 
Los  Angeles  County  Employees  • 
Macy's  West  •  Pacific  Bell  •  Pacific 
Enterprises/The  Gas  Company  • 
Robinsons*May  •  The  Vons  Companies  • 
United  Parcel  Service 


UnibedWay 
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Robert  G.  Carmen 

Chief  Executive  Officer 
Adventist  Health/Southern  California 

Adventist  Health/Southern  California 

Adventist  Health/Southern  California  is 
an  innovative  healthcare  delivery  sys- 
tem including  many  of  greater  LA's 
leading  hospitals  and  physicians. 

Known  for  strong  community  ties 
and  nearly  a  century  of  wellness 
efforts,  its  reach  recently  expanded 
through  affiliations  with  Loma  Linda 
University  Medical  Center  and 
PrimeHealth,  a  network  of  41  leading 
providers  in  LA  County. 

A  key  strength  includes  the 
Workplace  Wellness  Program,  which 
brings  screenings  and  health  educa- 
tion to  employer  offices. 

Currently,  its  members  in  Los 
Angeles,  Orange  and  Ventura  coun- 
ties are: 

•  Glendale  Adventist  Medical  Center 

•  Simi  Valley  Hospital  &  Health  Care 
Services 

•  South  Coast  Medical  Center 

•  White  Memorial  Medical  Center 

•  Adventist  Health/Medical  Foundation 

•  Adventist  Health  Behavioral  Care, 
serving  330,000  managed-care  lives. 
With  a  full  range  of  services, 

Adventist  Health/Southern  California 
is  well-positioned  to  continue  meet- 
ing LA's  healthcare  needs. 
www.AdventistHealthSoCal.com 

\dventist 
Health 

Southern  California 


Motor  vehicles  are  in  third,  valued  at  $1 1.2 
billion,  followed  by  toys  and  games  at  $4.5 
billion.  The  latter  sector  has  surged  in 
recent  years  along  with  the  growth  of  a 
local  toy  industry,  largely  supported  by  the 
Asian-American  community. 

Top  exports  are  electrical  machinery, 
sound  and  TV  equipment  and  parts  val- 
ued at  $15.4  billion,  and  nonelectrical 
machinery  and  parts  valued  at  $14  bil- 
lion. In  third  place  is  aircraft,  spacecraft 
and  parts,  followed  by  optical,  medical 
and  surgical  instruments.  Export/import 
items  closely  mirror  each  other  due  to 
offshore  assembly  and  reentry  for  packag- 
ing and  sale. 

Helping  to  transport  cargo  directly 
between  the  ports  and  the  city  is  the 
Alameda  Corridor  project,  a  multibillion- 
dollar  network  of  high-speed  rail  lines 
that  will  link  the  ports  and  the  main 
highway  and  rail  connections,  thereby 
speeding  delivery  times.  "The  Alameda 
Corridor  will  secure  our  region's  position 
as  the  nation's  leader  in  international 
trade,  giving  our  local  economy  a  strong 
boost  and  providing  tens  of  thousands  of 
local  jobs,"  says  Mayor  Riordan,  who 
made  it  his  number  one  economic  devel- 
opment project  upon  taking  office.  With 
a  $400  million  loan  signed  by  President 
Clinton  this  spring,  the  Alameda 
Corridor  should  be  in  full  operation  by 
the  year  2000. 

While  the  ports  are  important,  Los 
Angeles  International  Airport  —  the  third- 
largest  airport  in  the  world  —  is  undergo- 
ing an  expansion  that  will  enable  it  to  dou- 
ble capacity  for  international  air  cargo  as 
well  as  passenger  traffic  by  the  year  201 5. 
Regional  airports,  including  Burbank,  are 
also  in  various  stages  of  enlargement. 

The  federal  government  is  studying  the 
overall  economic  effects  of  the  NAFTA 
agreement  with  an  eye  to  expanding  its 
membership.  To  be  sure,  the  outcome, 
along  with  Mexico's  political  and  econom- 
ic stability,  will  certainly  affect  how  Los 
Angeles  does  business  in  the  next  century. 

Harry  Anderson  is  an  LA-based  freelance 
writer.  Margaret  A.  Kilgore  is  a  journalist 
and  teacher  who  lives  in  Santa  Monica. 
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University  of  Southern  California 


USC  is  the  21st-century  leader  in 
communications  technology  for 
California,  the  nation  and  the  world. 

The  Marshall  School  of  Business  is 
the  only  major  business  school  to 
send  its  entire  first-year  MBA  class 
to  study  abroad  through  the  PRIME 
program,  with  students  consulting 
for  multinational  businesses  in 
China,  Japan  and  Mexico.  Featuring  a 
modern  $24  million  graduate  facility 
opening  in  1998,  Marshall  students 
will  master  the  next  wave  of  busi- 
ness communication  tools  in  a  high- 
technology  environment. 

EC2,  The  Annenberg  Incubator 
Project,  spans  the  boundaries 
between  industry  and  university, 
Hollywood  and  Silicon  Valley. 
Through  its  business  incubator  and 
Media  Technology  Ventures,  an  affili- 
ated venture  fund,  EC2  is  leading 
the  growth  of  LA's  multimedia  indus- 
try. 

The  School  of  Engineering,  home 
to  the  Integrated  Media  Systems 
Center  and  the  Information  Sciences 
Institute,  is  a  world-class  provider  of 
technology  in  the  multimedia  and 
communications  industries.  Its  inter- 
disciplinary approach  equips  future 
engineers  with  integrated  skills 
needed  for  tomorrow's  innovators. 
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The  tyranny 
of  technology 


BY  JAMES  CHAMPY 


James  Champy, 
coauthor  of 
Reengineering  the 
Corporation,  is 
chairman  of  consulting 
for  Perot  Systems  Corp. 


Remember  the  story  about  the  fellow  who 
picked  up  radio  broadcasts  with  his  fillings? 
Day  and  night,  disembodied  voices  rang  in 
his  head.  That's  precisely  the  way  communi- 
cations technology  is  beginning  to  feel.  It 
drowns  you  in  data  whether  you  want  them 
or  not.  With  beepers  on  our  belts,  cellular 
phones  in  our  pockets,  laptops  over  our 
shoulders,  and  PCs  and  fax  machines  in  our 
homes,  we're  wired  for  "instantaneous" 
everything. 

Any  business  lunch  is  almost  certain  to  be 
disrupted  by  some  self-important  nabob  at 
the  next  table  talking  ostentatiously  and 
loudly  into  his  impressively  tiny  new  cell 
phone.  Return  to  your  office,  and  your 
E-mail  queue  is  stuffed  with  an  amazing 
amount  of  electronic  chaff.  Unless  you  mute 
it,  insistent  "chimes"  announce  the  madden- 
ing arrival  of  each  new  message.  Meanwhile, 
faxes  pile  up  in  the  tray. 

Try  concentrating  on  a  good  book  on  a 
plane  today,  and  if  your  own  beeper  doesn't 
jolt  you  back  into  the  business  world,  the 
clicking  of  your  seatmate's  laptop  will. 

This  communication  capability  chases  you 
around  the  world,  around  the  clock:  on 
planes,  in  hotel  rooms  and  into  the  sanctity  of 
your  home.  Check  into  a  rustic  hotel  and 
there  will  be  faxes  waiting  for  you. 

Only  a  decade  ago  the  workplace  had 
boundaries  of  time  and  space.  You  could 
chuck  the  office  and  immerse  yourself  in  the 
food  and  wines  of  France.  You  could  refresh 
your  perspective  with  a  camping  trip  in  the 
woods,  where  business  worries  would  fade 
into  at  least  temporary  insignificance.  Even  on 
a  business  flight,  you  could  shut  the  world  off 
for  a  few  hours  and  immerse  yourself  in  a 
good  mystery  book. 

Hardwaremakers  tell  us  we  should  be  grate- 
ful. They  prattle  about  reducing  "cycle  times" 
for  better  decision-making.  This  may  be 
dandy  for  derivatives  traders,  but  to  me  it 
sounds  like  a  plot  to  make  us  buy  more  gad- 
gets than  we  really  need. 

I  say  shut  the  damned  things  off  once  in  a 
while.  There  are  times  when  standing  and 
staring  out  the  window  can  be  more  produc- 


tive than  getting  yet  more  data.  In  a  complex 
world,  answers  are  not  always  evident  in  the 
data.  Living  quietly  with  some  tough  ques- 
tions may  be  necessary  in  order  to  decide 
what  to  do. 

For  all  its  benefits,  modern  technology  is 
disruptive  of  the  rhythms  and  routines  of  life. 
The  urgent  drives  out  the  important.  What's 
to  be  done?  Here  are  some  of  the  ways  I  have 
learned  to  insulate  myself  from  the  excesses  of 
the  information  age: 

/  refuse  to  be  be  "on"  24  hours  a  day.  As  a 
person  needs  sleep,  so  he  or  she  needs  intellec- 
tual and  emotional  renewal.  Spending  some 
time  with  your  family  or  with  a  good  book  or 
taking  a  walk  in  the  woods  can  at  times  do 
more  for  your  career  than  absorbing  more 
information.  Aid  some  distance  from  your 
work  often  adds  the  perspective  that  you  need. 

I'm  no  Luddite,  but  I  do 
understand  the  importance 
of  maintaining  a  balance 
between  information, 
knowledge  and  meaning. 


When  people  drop  long  and  unimportant 
messages  on  me,  1  simply  ignore  them.  Their 
feelings  may  be  hurt,  but  my  mental  health  is 
more  important  to  me  than  the  goodwill  of 
time-wasters. 

I  guard  against  making  instant  E-mail 
judgments.  Just  because  someone  can  raise  a 
question  in  nanoseconds  doesn't  mean  you 
must  answer  as  quickly. 

When  you  go  on  vacation,  really  do  it.  Leave 
your  laptop  at  home  and  put  your  portable 
phone  at  the  bottom  of  your  luggage,  where 
the  trouble  of  getting  at  it  may  dissuade  you 
from  using  it. 

I'm  no  Luddite,  but  I  do  understand  the 
importance  of  maintaining  a  balance  between 
information,  knowledge  and  meaning.  This  is 
a  value  chain.  Technology  helps  only  with  the 
first  part  of  the  chain.  It  sometimes  interferes 
with  the  other  two  parts. 

Remember  what  Thoreau  said  about  news: 
If  it's  important  enough,  it'll  reach  you.  ■ 
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Hong  Kong  set  for  nev| 
era  of  growth. 


A  city  for  the  21st  century  -  HongkongBank's  skyscraper  in  the  center  of  the  harbor's  dramatic  skyline. 


^  The  July  1  handover  ceremonies  in 
Hong  Kong,  both  solemn  and  spectacular, 
were  seen  by  millions  around  the  world. 
Since  then,  the  6.4  million  people  of  Hong 
Kong  are  back  doing  what  they  do  best; 
investing,  trading  and  generating  wealth. 

^  And  yet,  not  everything  is  business  as 
usual  in  Hong  Kong.  There's  a  new  surge  of 
confidence  and  optimism.  It's  visible  in  the 
performance  of  Hong  Kong's  property  and 
equity  markets,  both  of  which  have  pushed 
ahead  powerfully  since  the  handover. 
Economic  growth  this  year  will  be  up 
markedly  from  last  year.  Investment  is 
pouring  in.  Even  the  crime  rate  is  falling. 
"We  have  more  people  and  capital  coming 
into  Hong  Kong  than  ever  before,  with 
rising  prosperity  and  declining  levels  of 
crime,"  marvels  Vincent  Cheng,  an 
Executive  Director  of  The  Hongkong  and 
Shanghai  Banking  Corporation  Limited. 
Cheng  is  a  particularly  astute  judge  of 


the  political  and  economic  climate  in 
Hong  Kong.  Before  the  handover,  he  served 
on  Hong  Kong's  Executive  Council,  the 
territory's  highest  policy-making  body. 


"There  is  a 
new  surge  of 
confidence  and 
optimism.' 


^  Now,  from  his  vantage  point  at 
HongkongBank,  Cheng  sees  evidence  all 
around  him  of  the  resurgence  in  Hong 
Kong's  extraordinarily  vibrant  capitalism. 
"I'm  convinced  that  Hong  Kong  will  flourish 


1 


as  an  international  financial  center 
within  China,  and  as  a  communical 
services  and  transport  hub  of  Asia."  Ch^ 
bank  is,  of  course,  a  central  pillar  of  busi 
life  in  Hong  Kong,  and  a  powerful  pres 
in  China  and  throughout  much  of  the 
of  Asia.  In  the  1 32  years  since  its  founj 
HongkongBank  has  grown,  chari 
and  prospered  along  with  the  red 
HongkongBank's  results  demonstrate! 
continued  success.  They  also  helpef 
consolidate  the  position  of  its  pan 
HSBC  Holdings  pic,  as  one  of  the  n 
profitable  banking  and  financial  servj 
organizations  in  the  world. 

^  The  growth  and  change  are  cei 
to  continue  now  that  Hong  Kong  is  a| 
a  part  -  albeit  one  with  a  high  degrei 
autonomy  -  of  China.  Hong  Kong  isl 
financial  and  managerial  nerve  centel 
much  of  the  phenomenal  growth  ta 
place  in  southern  China.  In  Guangdo 
the  Chinese  province  neighboring  H 
Kong,  the  economy  has  grown  by 
average  of  20%  a  year  during  the  19? 
Estimates  are  that  50,000  Hong  K 
companies,  employing  five  million  ped 
are  manufacturing  goods  in  the  regiom 

^     "China  wants  to  continue  to 
Hong  Kong  as  a  provider  of  investment 
a  quarry  for  technological,  manageria 
marketing  know-how,  as  a  point  of  acq1 
to  international  financial  markets, 
as  a  gateway  for  the  overseas  Chine; 
summarizes  Sir  Alan  Donald,  a  forr 
British  Ambassador  to  China  who  playe 
central  part  in  the  negotiations  leading 
this  summer's  handover. 


ANOOUVER  (+1)  604  257  (000.  NEW  YORK  (+1)  212  503  6815.  LONDON  (+44)  171  955  5050.  HONG  KONG  (+852)  2801  01  I  I. 
SINGAPORE  (+65)  530  2828.  TOKYO  (+81)  3  3433  4200.  MELBOURNE  (+61)3  9225  3000. 
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HTChina's  perspective  is  linked 
we  economic  goals  it  has  set  for 
jicountry  up  to  the  middle  of  the 
■century,"  continues  Sir  Alan.  "After 
Uy  quadrupling  GNP  in  the  last 
jfcars,  it  seems  entirely  feasible  that 
lla  will  quadruple  it  again  by  2050, 
[{approaching  the  levels  of  developed 
Iftries.  Hong  Kong's  example,  as  a 
je  and  prosperous  Chinese  city, 
jbe  a  key  element  in  this  overall 
jegy.  The  future,"  he  concludes,  "is 
|  stakably  positive." 


Sir  Alan  Donald  KCMG  LLD,  former  UK  Ambassador 
to  the  People's  Republic  of  China  1988-91. 

^  Like  twin  stars  being  drawn  into 
a  closer,  more  synchronized  orbit,  Hong 
Kong's  economy  is  becoming  ever 
more  interdependent  with  that  of  the 
Mainland,  fusing  China's  labor  and 
resources  with  management  and  finance 
from  Hong  Kong. 

^  The  effects  of  this  epochal  change 
are  already  discernible  on  Hong  Kong's 
equity  market.  While  other  Asian 
markets  have  spluttered  or  suffered 
volatile  swings,  Hong  Kong's  has  gone 
from  strength  to  strength.  In  1996, 
Hong  Kong's  share  market,  the  fifth 
largest  in  the  world,  turned  in  the 
second  best  performance  of  any 
emerging  market. 

^  This  year,  so  far,  it  has  outperformed 
every  Asian  market  except  Taiwan's, 
which  is  maintaining  a  very  comfortable 
price-earnings  valuation  of  15.  Of  particular 
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MSCI  =  Morgan  Stanley  Capital  International 
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note  for  US  investors;  the  Hong  Kong 
Dollar  is  firmly  tied  to  the  US  Dollar, 
eliminating  the  currency  turbulence  that 
has  recently  affected  many  other 
Asian  economies.  Stella  Yiu  is  Chief 
Investment  Officer,  Emerging  Markets, 
at  HSBC  Asset  Management,  which  invests 
over  US$49  billion  for  institutional,  high- 
net-worth  and  retail  clients.  "The  Hong 
Kong  market  has  evolved  alongside  the 


With  historic 

changes... 
come  historic 
opportunities. 


Hong  Kong  economy,"  she  explains. 
"From  a  market  once  dominated  by 
textile,  property  and  manufacturing  firms, 
Hong  Kong  has  broadened  into  one 
built  upon  service  sector  companies, 
companies  trading  and  investing  in  China, 
and  companies  from  China  itself  that 
have  listed  on  the  exchange." 

^  With  the  historic  changes  in 
Hong  Kong  and  the  Mainland  come 
historic  opportunities.  To  grasp  those 
opportunities,  investors  need  a  partner 
in  the  region  with  an  iron  grasp  of 
events,  of  markets  and  of  the  tides 
of  history.  The  consummate  choice. 
HSBC  Asset  Management. 


HSBC  Asset  Management 


Member  HSBC  Group 


World    Class  Performers 


6C  ASSET  MANAGEMENT"  IS  A  WORLDWIDE  GROUP  OF  COMPANIES  ENGAGED  IN  INVESTMENT  ADVISORY  AND  FUND  MANAGEMENT  ACTIVITIES  AND 
'HICH  ARE  ULTIMATELY  OWNED  BY  HSBC  HOLDINGS  PLC.  ISSUED  IN  THE  UK  BY  HSBC  ASSET  MANAGEMENT  EUROPE  LIMITED,  REGULATED  BY  IMRO. 
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Wiliiam  Williams  and  his  partners  took  five  years  to  make 

their  business  pay,  but  by  going  slowly  they  avoided  diluting  the  equity. 

Making  haste  slowly 


By  Carrie  Shook 


This  is  the  story  of  a  man  who 
understands  that  moving  slowly  is 
sometimes  the  best  way  to  achieve 
one's  objective. 

Walking  down  the  aisle  of  a  gro- 
cery store  in  his  hometown  of 
Columbus,  Ohio  in  1989,  William 
Williams  noticed  Jewish,  Hispanic 
and  Asian  ethnic  specialties.  What  was 
missing?  African-American.  Owner  of 
a  soul-food  restaurant  in  Columbus, 
Williams  smclicd  opportunity.  Black- 
eyed  peas,  grits,  peppered  vinegar  and 
hot  sauce — these  are  all  labor-inten- 
sive to  prepare.  Cleaning,  soaking 


and  boiling  collard  greens  takes  as 
long  as  five  hours.  There  had  to  be  a 
market  for  the  prepared  stuff. 

Williams  saw  that  the  big  guys  like 
Swanson  and  Green  Giant  weren't 
targeting  specific  niches.  The  com- 
panies that  were  had  overlooked 
black  America.  "So  I  decided  to  do  it 
myself,"  Williams  says. 

A  graduate  of  the  Culinary  Insti- 
tute of  America  in  Hyde  Park,  N.Y., 
Williams  rounded  up  three  partners: 
food-marketing  experts  Iris  Cooper 
and  Garth  Henley,  and  Daniel 
Charna,  an  M.B.A.  with  restaurant 


lam  Williams,  Glory  Foods  cofounder 
Good  eats:  smelling  a  $70  billion 
market  in  African-American  food 
that  big  growers  like  Swanson  and 
Green  Giant  had  overlooked. 


management  experience.  They 
pooled  $20,000  from  personal  sav- 
ings and  launched  Glory  Foods. 
Taking  no  chances,  they  kept  their 
day  jobs  until  the  business  was  finan- 
cially stable.  That  way  they  wouldn't 
have  to  draw  salaries  in  the  early  days, 
when  capital  was  scarce. 

It  took  the  foursome  two  years  to 
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INTRODUC      SUPER  G3  FAX  TECHNOLOGY. 


REDUCE 


ISMISSION  TIME 


UP  TO  79%* 


^o^J>  you  to  the  LASER  CLASS®  9000  Series  with  Super  G3  Technology.  Now    «■  i»m 

u  can  transmit  LASER  CLASS  faxes  at  the  laser-like  speed  of  approximately  iJ^Jl^Cil 

RED  ^^^fc 

seconds  per  page.**  That's  twice  as  fast  as  ordinary  G3  machines  —  fast  enough    K'II'EI'  J"  J 

knock  those  lofty  phone  line  charges  right  on  their  bottom  line.  Sg!wHdKXSml? 

With  Super  G3,  features  like  a  faster  handshake  protocol  and  new  JBIG  Technology  make  faxing  more 
st  effective,  and  your  whole  office  more  productive.  Plus,  special  networking  options  will  enable  the 
kSER  CLASS  9000  Series  to  serve  your  workgroup's  printing,  PC  faxing  and  scanning  needs. 

Imagine  reducing  costs  and  improving  your  output  quality  at  the  same  time.  The  LASER  CLASS  9000 
sries  scans  at  400  dpi  and  prints  at  600  dpi,  while  our  exclusive  UHQ™  VI  image  processing  gives  you 
imatched  depth  and  clarity.  All  from  a  company  that  gives  you  unmatched  support  and  service. 

For  a  fast  solution  to  your  faxing  costs,  call  1-800-OK-CANON  anytime.  Or  connect  with  us  on  the  Web 
http://www.usa.canon.com. 


sed  on  a  study  of  V  34  phone  bill  savings,  prepared  by  Davidson  Consulting,  April  1997.  **  Approximately  3  seconds  per  page  fax  transmission 
;  is  based  on  CCITT/ITU-T  No.  1  Chart  (MMR  Standard  Mode)  at1 33.6  Kbps  modem  speed  when  transmitting  to  another  ITU-T  V.34  facsimile 
;hine.  The  Public  Switched  Telephone  Network  (PSTN)  currently  supports  28.8  Kbps  speeds  or  lower,  depending  on  telephone  line  conditions. 

997  Canon  U.S.A.,  Inc.  ■ 


8?ABT(NC  YOUR  OWN  BUSINESS 


Joseph  Frison  Jr.,  a  South  Carolina 
farmer  who  supplies  Glory  Foods 
Farm-fresh:  black-eyed  peas, 
grits  and  peppered  vinegar — 
ail  labor-intensive — 
now  at  a  grocer  near  you. 


develop  their  recipes.  They  wanted 
food  that  tasted  right  but  would  be 
lower  in  fat,  cholesterol  and  salt  than 
typical  Southern  specialties.  Dishes 
like  seasoned  collard  greens  and  corn 
bread  were  tested  at  Williams'  Marble 
Gang  Restaurant.These  folks  made 
haste  slowly.  They  weren't  ready  to 
go  until  they  had  17  products — from 
canned  sweet  potatoes  to  butter 
beans  and  a  corn  bread  mix. 

When  they  were  ready  to  come  to 
market,  The  Kroger  Co.  placed  an 
order  to  stock  90  stores  in  central 
Ohio.  But  Williams  figured  Glory 
was  underfinanced  for  such  a  big 
order.  He  told  Kroger  he  would  take 
only  part  of  the  order,  40  stores.  "It 
was  a  very  hard  decision  to  make,"  he 
recalls.  "It  was  a  case  of  hogs  and 


pigs.  Hogs  get  slaughtered,  pigs  get 
fatter." 

With  the  Kroger  order,  Williams 
obtained  a  line  of  credit  for  $300,000 
and  went  to  South  Carolina  where  he 
contracted  with  farmers  to  grow  fresh 
vegetables  and  with  a  factory  to 
process  the  food. 

In  July  1992  Glory  Foods'  prod- 
ucts, with  retail  prices  from  $1.39  to 
$1.79,  hit  the  stores.  Williams  didn't 
have  a  single  dollar  to  spend  on 

'It  was  a  case  of 
hogs  and  pigs. 
Hogs  get  slaughtered, 
pigs  get  fatter." 


advertising  so  he  resorted  to  guerril- 
la  marketing,  recruiting  women's 
auxiliary  groups  from  local  black 
churches  to  give  out  food  samples  in 
the  Kroger  stores.  In  return  Glory 
made  donations  to  the  churches  and 
paid  each  woman  $10  an  hour. 

Now  Kroger  put  Glory  Foods  in 
200  of  its  stores  in  Ohio;  but  the 
product  moved  slowly,  and  by  the 
end  of  1992  Glory  Foods  was  still  in 
the  red  on  revenues  of  $300,000. 
The  partners  were  still  working  at 
their  day  jobs,  not  drawing  a  dime 
from  Glory. 

In  the  spring  of  1993  a  Kroger 
competitor,  Salisbury,  N.C. -based 
Food  Lion,  placed  an  order  for  its 
1 ,400  stores.  "We  still  didn't  have  the 
cash  flow  to  fill  such  a  large  order," 
Williams  explains,  but  he  managed  to 
persuade  his  manufacturer  to  fill  an 
order  big  enough  to  stock  600  Food 
Lion  outlets. 

The  time  was  near  when  more  cap- 
ital would  be  needed.  "So  I  called  a 
'come  to  Jesus  meeting,'"  says 
Williams.  The  four  partners  agreed  to 
throw  in  an  additional  $50,000  each 
and  to  sell  17%  of  the  company  for 
$1  million  to  40  investors. 

The  investors  were  mainly  friends 
and  a  few  relatives.  Williams  had 
moved  slowly,  in  good  part  because 
he  didn't  want  to  dilute  himself  and 
his  partners  down  to  minority  part- 
nerships. Several  venture  capitalists 
wanted  to  buy  bigger  chunks  of  the 
company,  but  the  partners  turned 
them  down. 

This  careful,  managed  growth  is 
finally  paying  off.  Williams  expects 
profits  this  year  of  $800,000  on  rev- 
enues of  $12  million.  Glory  products 
are  now  in  5,000  supermarkets  in  28 
major  markets,  from  Florida  to  Mas- 
sachusetts to  Illinois.  Charna  and 
Henley  quit  their  day  jobs,  and 
Williams  hired  a  manager  to  run  his 
restaurant.  Cooper  kept  her  job  as  a 
marketing  executive. 

While  this  slow  building  may  have 
cost  time,  it  paid  off  in  that  each  part- 
ner still  owns  nearly  21%  of  the  com- 
pany— and  among  them  they  have 
absolute  control.  African-Americans 
spend  more  than  $70  billion  a  year 
on  food. 

Says  Williams:  "...  if  I  can  get  just 
1%  of  that."  Slowly,  of  course.  ■■ 
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Recently  we  were  part  of 
a  medical  breakthrough,  although 

HE  DESERVES  SOME  OF  THE  CREDIT. 


aiHnnnu  mun  unn  PUJinwj 


A  loi-oftomputer  users  are  sports-crazy. 
To  a  pair  of  young  Texas  entrepreneurs, 
this  fact  offered  a  compelling  opportunity. 

Computer  jocks 


By  Luisa  Kroll 


Idly  flipping  through  one  of  those 
airline  onboard  shopping  catalogs, 
Bradley  Schlachter  noticed  a  car- 
shaped  computer  mouse.  Schlachter, 
then  34,  is  the  sort  of  person  who  is 
always  looking  for  exploitable  ideas. 
He  saw  right  away  the  appeal  of  the 
mouse  to  car  nuts.  But,  he  figured, 
for  every  car  buff  the  country  must 
have  a  dozen  sports  buffs.  Why  not  a 
mouse  in  the  shape  of  a  football  or  a 
basketball  or  a  hockey  puck?  "It 
doesn't  take  a  Phi  Beta  Kappa  to  see 
that  sports  and  computers  make  sense 
together,"  he  says. 

It  was  1994.  Back  in  Dallas,  he 
told  his  childhood  pal  Marc  Andres. 
The  two  men  had  been  itching  to 


Cowboys 
Hall-of-Famer 
Roger  Staubach 
(left)  with  Team 
Mouse  cofounders 
Marc  Andres 
(middle)  and 
Bradley  Schlachter 
The  two 
entrepreneurs 
were  thrilled 
and  relieved 
when  they  won 
Staubach's  help. 


team  up  ever  since  they'd  coached 
ymca  youth  football  together  in  the 
late  1980s.  Andres  and  Schlachter 
started  thinking  up  more  licensable 
products  with  a  link  to  the  booming 
personal  computer  business:  mouse 
pads,  wrist  rests,  track  balls,  mice, 
screen  surrounds  and  the  kind  of 
memo  boards  that  attach  to  your 
computer  monitor.  Each  would  be 
emblazoned  with  National  Football 
League,  National  Basketball  Associa- 
tion or  college  team  logos.  You  prob- 
ably wouldn't  wear  a  baseball  cap  in 
the  office,  they  figured,  but  you 
might  have  a  Green  Bay  Packers 
mouse  pad. 

"We  almost  didn't  do  it  because 


we  thought  someone  else  must  be 
[doing  it],"  says  Andres.  They 
scoured  malls  and  catalogs,  but 
nobody  had  gotten  there  first.  Com- 
panies like  IBM,  Lucent  Technologies, 
CompUSA  and  OfficeMax  were  all 
sports  sponsors,  yet  no  one  had  put 
the  $13  billion  sports  licensing  and 
$30  billion  computer  retail  business- 
es together. 

Schlachter  says  he  and  Andres 
make  a  good  team  because  "I'm  the 
big  idea  man  hovering  at  30,000  feet, 
whereas  Andres  likes  to  make  things 
happen."  They  called  their  company 
Team  Mouse. 

In  making  things  happen,  money 
was  no  problem.  Andres'  family  are 
well-off  real  estate  people,  and 
Schlachter  had  $500,000  from  sav- 
ings and  his  first  venture:  lockable 
storage  compartments  for  sport  util- 
ity vehicles.  But  the  pair  soon  learned 
that  it  takes  more  than  an  idea  and 
money  to  start  a  business. 

The  National  Football  League 
turned  them  down.  It  was  cutting  the 
number  of  licensees  from  425  to  275. 
"If  you  were  God  himself,  I  couldn't 
license  you,"  Ann  McDowell,  then 
director  of  licensing  for  the  outfit, 
told  them  in  February  1995. 

But  that's  what  it  takes  to  be  an 
entrepreneur:  persistence  and  a  knack 
for  treating  rebuffs  as  goads  to  keep 
trying.  "There  were  no  hurdles  we 
wouldn't  jump  over,"  Schlachter  says. 
Late  in  1995  the}'  found  a  company, 
Empire  Berol  USA,  a  pencil  manufac- 
turer in  Tennessee,  willing  to  subli- 
cense the  NFL  logos  to  them.  By  that 
fall,  they  had  also  procured  licenses 
for  the  team  logos  of  two  other  major 
sports  leagues — basketball  and 
hockey — plus  100  of  the  top  college 
teams.  The  baseball  license  followed 
the  next  year. 

Now  to  create  the  products.  The 
first  supplier  hired  to  print  logos  on 
mouse  pads  used  a  silk-screen  process 
that  left  a  bumpy  surface  impossible 
to  roll  a  mouse  over.  On  the  third  try 
they  found  the  right  supplier. 
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Computer  stores  were  the  logical 
outlet.  They  met  with  CompUSA 
Vice  President  Lawrence  Mondry, 
who  told  them  he  liked  the  products 
but  it  was  late  September  and  they 
were  too  late  for  the  holiday  season. 
Using  all  their  considerable  persuasive 
j!  powers,  Schlachter  and  Andres  nev- 
ertheless landed  a  $425,000  order  in 
late  November.  Hopeful  that  the  deal 
would  go  through,  Andres  and  two 
computer  illustrators  had  already 
begun  working  around  the  clock 
seven  days  a  week.  It  took  eight 
weeks,  but  they  met  the  deadline. 

Starting  a  business  is  rarely  as 
smooth  as  the  textbooks  make  it 
sound.  A  batch  of  500  Harvard 
mouse  pads  had  the  word  "Pilgrim," 
an  incorrect  reference  to  Harvard's 
mascot,  which  is  known  as  the 


"Crimson."  Also,  they  should  have 
figured,  but  didn't,  that  there  was  no 
need  to  sell  Boston  Celtics  logo 
products  in  Kalamazoo,  Mich.,  where 
the  logos  of  Michigan  and  Michigan 
State  were  sure  to  be  top  sellers. 

Orders  from  OfficeMax  and  Sports 
Authority  started  pouring  in,  but 
Team  Mouse's  bank  account  was 
almost  empty  after  its  founders  had 
spent  just  about  $1  million  getting 
started  and  building  inventory.  That 
was  already  a  lot  more  than  they  had 
bargained  on  spending.  "If  you'd 
asked  us  1 5  months  before  to  put  up 
that  kind  of  cash,  we  would  have  said 
you  were  crazy,"  said  Schlachter. 
"But  we  finally  reached  the  point 
where  we  couldn't  put  in  any  more." 

To  the  rescue  came  Dallas  Cow- 
boys Hall  of  Famer  Roger  Staubach 


and  his  Dallas- based  real  estate  com- 
pany. No  doubt  about  it:  the 
Staubach  Co.  was  not  just  an 
investor;  it  was  a  strategic  investor 
that  could  open  doors  throughout 
the  sports  world.  The  group  eventu- 
ally threw  in  $3  million  for  a 
33%  stake. 

Since  April,  Team  Mouse,  with  $5 
million  in  projected  1997  sales,  has 
been  in  the  black.  It  has  added  new 
products  such  as  CD  wallets,  comput- 
er carrying  cases  and  clipboards,  and 
moved  into  stores  such  as  Wal-Mart, 
J.C.  Penney  and  7-Eleven. 

Some  100  million  sports  fans  use 
computers,  and  1  in  5  uses  computers 
to  get  sports  information.  Schlachter 
and  Andres  still  wonder  why  no  one 
beat  them  to  the  punch,  but  they 
wonder  all  the  way  to  the  bank.  H 


Short-term  fever? 


5     by  B.Grady 


Oh  you've  got  it  alright.  Between  the 
sandwich  you  downed  on  the  freeway 
to  make  that  meeting  on  the  opposite 
side  of  the  city,  and  the  mad  dash  home 
to  catch  enough  of  Tommy's  soccer 
game  so  as  not  to  be  late  for  Bridget's 
ballet  recital,  you're  knee-deep  in  it. 
Welcome10  the  snort  -term  v/or\d. 


thinking  that  powers  every  other  facet 
of  your  life  has  finally  driven  into  your 
investment  psyche.  But  let's  remember 
why  you  invested  in  the  first  place:  for 
tomorrow.  It's  a  long-term  goal.  That's 
why  there's  a  straightforward  long-term 
discipline  behind  every  Kemper  Fund 
So    \^    that  short-term 


HERE'S  A  LONG-TERM 
BREAKTHROUGH. 


fever 


wna&ie         4^  ^ 


W  hy  it's  that  Kemper  Funds  long-term 
line  again.  Uh...  where  were  we?  Oh 
yeah.  Well,  with  experts  nervous  about 
how  the  market  can  continue  to  hit  new 
highs,  it's  no  wonder  the  short-term 

"/  couldn't  sit  through  my 
favorite  sitcom  for  more  than 
five  minutes... I  couldn't  even 

bring  myself  to  order  slow- 
roasted  chicken." 
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of  arf  active  market  is  what  Kemper's 
been  doing  for  nearly  50  years  now  — 
in  a  world  that's  become  increasingly 
short-term  focused.  If  their  long-term 
discipline  can  cut  through  an  everyday 
scenario  this  easily,  imagine  what 
Kemper  Funds  can  do  for  your  portfolio. 

Ask  your  financial  advisor  about 
the  long-term  thinking  behind  Kemper 
Funds.  Or  call  l-888-Kemper-7  ext.  917 
or  visit  www.kemper.com 
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Get  ready  for  the  surveillance  society.  It  will  make  things  tougher  for  killers 
rapists,  cheating  husbands  and  bad  guys  in  general.  It  will  also  play  hell 
with  your  privacy  and  be  very  convenient  for  potential  dictators. 


No  place 
to  hide 


By  Ann  Marsh 

Typical  American  family,  c.  2008.  Above  their 
home,  foot-long  robot  airplanes  patrol  several 
hundred  feet  up,  on  the  lookout  for  criminals 
and  even  casual  pot  smokers.  Both  family  cars 
are  equipped  with  global-positioning  satellite 
receivers  and  locator  beacons.  Devices  pinned  to 
the  kids'1  shirts  sound  an  alarm  if  they  wander 
too  close  to  the  street.  Mom  and  Dad  carry  cell 
phones  that  double  as  personal  locators  that  can 
find  them  anywhere  on  the  planet.  The  parents, 
the  kids  and  the  dogs  all  have  microchips 
under  their  skin  with  id  and  medical  data. 

There's  lively  debate  as  to  whether  surveil- 
lance technology  will  bring  on  Orwell's  1984, 
making  us  all  slaves  of  the  state,  or  constitute  a 
giant  step  toward  human  freedom.  Either  way, 
the  damned  thing  is  practically  here.  Let  the 
chips  fall  where  they  may. 

When  the  E-ZPass  electronic  toll  booth 
system  opened  for  business  in  New  York  City, 
the  authorities  announced  that  they  would 
release  travel  information  to  the  police  only 
under  subpoena  or  to  investigate  a  crime  against 
the  toll  authority  itself.  Two  months  ago  the 
rule  was  changed:  Now  the  E-ZPass  database  is 
available  to  police  when  they  are  investigating 
any  serious  crime.  They  apparently  decided  that 
the  theoretical  risks  were  worth  taking  if  the 
cops  could  use  the  information  to  grab  a  rapist, 
a  terrorist,  an  Andrew  Cunanan. 

This  year  more  than  10,000  Cadillac  buyers 
bought  the  OnStar  satellite-positioning  service. 
The  equipment  calls  a  live  operator  who  gives 
as  or  other  assistance  (see  box,  p.  234);  it 
has  i  feature  that  automatically  alerts  the 
atoi  to  call  911  whenever  an  air  bag  is 
deplo)  ed.  S< » far  there  have  been  23  calls  to  91 1 
after  accidents.  A  couple  of  lives  may  have  been 
saved.  Already 


Loss  of  privacy,  yes.  But  there  are  benefits. 

What  follows  is  a  snapshot  of  the  new  track- 
ing technologies.  Most,  like  the  satellite-posi- 
tioning systems  for  cars,  are  active.  That  means 
they  use  their  own  power  sources  to  generate 
and  receive  signals  from  monitors.  Some  are 
passive  devices  that  respond  to  scanners  on 
entering  electromagnetic  fields — like  the 
antitheft  tags  used  by  retailers. 

Roads  and  rails 

Can  your  husband  use  OnStar  to  find  out 
whether  you  really  went  out  on  a  business  call? 
"Big  Brother  we  do  not  want  to  be,"  says  Jef- 
frey Depew,  head  marketer  for  General  Motors' 
OnStar  service,  which  is  now  in  three  types  of 
Cadillacs  and  rolls  out  in  21  other  GM  models 
next  year.  "We  will  tell  the  police  where  a  vehi- 
cle is,  but  not  just  any  individual.  We  do  not 
want  to  be  a  national  detective  service." 

Still,  GM  hopes  that  OnStar  will  offer  an 
entree  for  selling  other  services,  such  as  instan- 
taneous engine  diagnostics  or  traffic  reports. 

Sales  of  global-positioning  satellite  equip- 
ment totaled  $867  million  in  1994  and  should 
exceed  $8  billion  in  2000.  Once  exclusively  mil- 
itary, GPS  receivers  today  are  bought  by  com- 
mercial users  in  nine  out  of  ten  cases.  Most 
long-haul  trucking  lines  now  use  services  like 
San  Diego-based  OmniTracs,  a  division  of 
Qualcomm,  or  HighwayMaster  Communica- 
tions of  Dallas.  Satellite  positioning  is  an  option 
in  car  models  from  Ford,  BMW  and  Honda. 

Stolen-car  recovery  services  like  Lojack  of 
Boston  and  Teletrac  of  Kansas  City  home  in  on 
radio  beacons  to  track  stolen  cars.  Teletrac's 
specialty  is  fleet  management:  it  helps  manage 
the  vehicle  fleets  of  utilities,  cable  companies 
and  bakeries. 
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COMPUTERS/COMMUNICATIONS 


Security 

Sensors  in  security  passes 
and  on  merchandise  help 
keep  track  of  people  and 
goods. 


Breast  implants 

In  an  FDA-monitored  trial, 
Los  Angeles  women  get 
data-storing  microchips 
with  their  breast  implants. 


Sports 

Tied  to  runners'  shoes, 
microchips  have  recorded 
precise  finishing  times 
at  the  Boston  Marathon. 


Beer  drinking 

In  Sweden  customers  use 
personal  microchip  cards 
to  activate  beer  taps 
and  to  pay  for  drinks. 


Salmon 

Insert  a  microchip  in  a  baby 
salmon  and  you  can  track 
its  adult  migration  past  a 
controversial  dam. 


Passive 
tracking 

Passive  tracking  devices 
respond  to  electro- 
magnetic fields  emitted 
by  scanners.  Since  the 
energy  to  power  the 
transfer  of  data  comes 
from  the  scanner,  the 
chip  can  be  battery- free 
and  tiny.  A  rice-size 
glass  capsule,  containing 
a  microchip  and  anten- 
nae, can  be  inserted 
under  an  animal's  skin 
or  in  a  breast  implant. 


Using  Teletrac,  a  company's  dis- 
patcher can  send  the  nearest  truck  to 
a  customer,  cutting  down  on  slack 
time.  He  can  also  review  records  of  a 
route  and  verify  the  exact  time  it  took 
to  complete  a  job — helpful  in  hilling 
disputes.  If  a  vehicle  is  stolen,  a  silent 
alarm  alerts  someone  at  the  Teletrac 
command  center,  who  informs  the 
company  and  helps  police  track  it.  For 
an  Installation  charge  of  about  $1,000 
pius  $15  a  month,  an  individual  in 
Los  Angeles  or  Miami  can  get  a  Tele- 
trac transmitter  for  a  personal  car. 

Here's  a  perfect  case  of  a  device  that 
both  promotes  safety  and  offers  oppor- 
tunities for  snooping.  James  Frazier, 


who  runs  an  Internet  software  compa- 
ny called  Gorillagent  in  Los  Angeles, 
bought  Teletrac  because  his  wife, 
Diane,  got  a  job  in  a  dicey  part  of  the 
city.  Frazier  demonstrates  by  phoning 
the  tracking  system  called  Ozz. 

"The  vehicle  is  traveling  west  on 
the  Santa  Monica  Freeway  near  Fair- 
fax at  30  miles  per  hour,"  Ozz  says  in 
a  stilted  voice. 

Good.  Frazier  knows  where  Diane 
is  on  her  commute  home.  Using 
Touch-Tone  commands  on  the 
phone,  he  can  remotely  unlock  and 
lock  her  car  doors.  This  feature  comes 
in  handy  if  Diane  accidentally  locks 
the  keys  in  the  car.  But  it's  also  a  good 


way  to  get  her  to  turn  on  her  cell 
phone  and  call. 

The  phone  rings.  "Hi.  What's  up?"' 
Diane  asks.  Frazier  asks  her  to  detour 
to  Westwood.  He'll  meet  her  there. 
They  can  just  catch  the  early  showing 
of  Men  in  Black. 

Police  in  Southern  California 
nabbed  a  lot  of  criminals  by  sneaking 
transmitters  onto  suspects'  cars.  Civil 
libertarians  objected.  A  proposed  state 
statute  would  compel  the  police  to 
get  a  search  warrant  before  tagging  an 
automobile  this  way. 

Amtrak  uses  OmniTracs  on  200  of 
its  trains  that  run  over  tracks  owned 
by  freight  carriers  like  Burlington 
Northern.  Amtrak  can't  count  on  the 
freight  lines  to  track  Amtrak  cars.  So 
OmniTracs  does  that,  then  forewarns 
the  next  stops  of  delays  and  can  relay 
data  on  depleted  food  stores.  Boatracs 
is  OmniTracs'  service  for  the  maritime 
industry. 

The  jewelry  store 

ProNet  of  Dallas  has  given  police  in 
130  cities  receivers  that  can  pick  up 
signals  from  radio  transponders  as 
small  as  a  quarter.  Jewelry  stores  hide 
the  transponders  under  display  trays. 
When  smash-and-grabbers  make  off 
with  a  tray,  a  switch  trips  and  the 
device  emits  a  radio  signal.  Using 
receivers  mounted  on  buildings  and  in 
their  cars  and  helicopters,  police  can 
track  suspects  from  up  to  10  miles 
away.  The  transponders  are  small 
enough  to  fit  between  dollar  bills  in 
bags  of  money  given  to  bank  robbers. 

Police  set  out  bikes  with  ProNet's 
transponders  to  bait  bike  thieves. 
Companies  use  them  to  track  any- 
thing from  shipping  containers  to 
laptop  computers.  ProNet  rents  the 
devices  for  $20  to  $40  a  month. 

Services  like  Teletrac  and  Omni- 
Tracs also  monitor  shipments  of  sen- 
sitive goods,  say,  a  shipment  of  fine  art 
or  enriched  uranium.  Using  Omni- 
Tracs, U.N.  troops  monitor  convoys 
passing  through  hazardous  parts  of 
the  former  Yugoslavia. 

Breast  implants 

Now  $250  million,  the  still-embryon- 
ic market  for  radio  frequency  identifi- 
cation devices  will  grow  by  35%  a  year 
over  the  next  five  years,  says  Shannon 
Worthen,  an  industry  analyst  at  Frost 
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Advanced    Data    Solutions    For    Corporate  Challenges 


H&S    ^rOWth    left  ^&pS       Consu,t  witn  Sprint's  data  experts,  well  employ 
,  1     •  1  •  innovative  thinking  and  proactive  solutions  to  help  you 

1^-1    ^  Oil  IT   ^-Ulllt^    tO        close  the  gaps  that  rapid  growth  creates.  Plus,  count  on  us 
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Active 
tracking 

Active  tracking  technolo- 
gies use  their  own  power 
sources  to  generate  and 
receive  signals  from 
monitors.  They  include 
ground- based  radio  and 
global  positioning  satel- 
lite systems  to  track  any- 
thing from  vehicles  to 
railcars.  Unmanned  aeri- 
al vehicles  can  be  cus- 
tomized to  take  pho- 
tographs or  sniff  out 
chemicals. 


Trains 

Satellite  receivers  on  rail- 
cars  help  accurately  predict 
arrival  times  and  keep 
tabs  on  traffic. 


Police 

Steal  a  vehicle  with  a  radio 
or  satellite  tracking  system 
and  law  enforcement  can 
follow  your  every  move. 


Unmanned  Aerial  Vehicles 

Some  big  as  jumbo  jets, 
others  as  small  as  model 
planes,  they  are  the 
future  of  tracking. 


Jewelry 

Jewelers  hide  tiny  radio 
transponders  on  their 
display  trays.  They  lead 
police  to  thieves. 


&  Sullivan  in  Mountain  View,  Calif. 
These  are  often  passive  radio 
transponders  small  as  a  grain  of  rice. 
They  consist  of  microchips  attached 
to  small  antennae.  In  a  scanner's  elec- 
tromagnetic field,  information  from 
the  chip  is  emitted  by  the  antenna  and 
read  by  toll  booths  and  security  gates. 


Since  the  energy  to  power  this  trans- 
fer of  data  comes  from  the  scanner, 
the  chip  can  be  battery-free  and  tiny. 
Competing  in  this  market  are  well- 
known  outfits  like  Motorola  and 
Texas  Instruments  and  a  host  of 
smaller,  pioneering  companies. 
Destron  Fearing  of  St.  Paul,  Minn. 


developed  the  technology  to  identify 
animals  by  injecting  transponders 
underneath  their  skin.  The  company 
founder  invented  the  device  after  his 
prize  horse  was  stolen. 

Seven  years  ago  animal-control 
shelters  around  the  country  began 
inserting  silicon  ids  in  the  scruffs  of 
cats  and  dogs.  A  number  stored  on 
the  microchip  references  a  national 
database  of  pet  owners  so  that  a  lost 
pet  can  be  returned  to  its  home.  The 
chipmaker  sells  the  ID  to  the  animal 
shelter  for  about  $6  to  $8;  the  pet 
owner  pays  the  shelter  $7.50  to  $25. 

The  chips  are  also  used  to  track 
migrating  salmon  and  endangered 
animals.  Tied  to  shoelaces  of  runners 
in  the  Boston  marathon,  they  record 
precise  finishing  times.  Beer  drinkers 
in  Sweden  use  personal  chip  cards  to 
activate  taps  and  dispense  themselves 
drinks. 

This  stuff  scares  some  people. 
Belinda  Lewis  of  the  Fort  Wayne,  Ind. 
animal-control  center  remembers  one 
outraged  customer.  "He  called  it  'The 
Mark  of  the  Beast.'  He  said,  'You 
aren't  doing  that  to  my  animal.' "  But 
he  relented  after  Lewis  wouldn't  give 
him  the  pet  without  the  chip.  Other 
customers  accused  Lewis  of  running  a 
government  experiment  to  test 
microchips  for  human  use. 

In  fact,  humans  are  already  guinea 
pigs  in  such  a  trial.  Plastic  surgeon 
Grant  Stevens  of  Marina  Del  Rey, 
Calif,  has  fitted  more  than  a  dozen 
women  with  soy-filled  breast  implants 
as  part  of  a  Food  &  Drug  Adminis- 
tration trial.  The  implants  contain  the 
same  kind  of  microchip  used  in  ani- 
mals. The  chips  are  meant  to  redress  a 
common  problem  in  breast-implant 


Luddites?  Not  us 

What  are  privacy  hawks  doing  about  all  the  new 
snooping  technologies?  Writing  legislation,  of  course. 
Debuting  this  fall  is  a  new  omnibus  bill  on  privacy  writ- 
ten by  the  American  Civil  Liberties  LTnion.  It  covers 
medical  records,  credit  histories,  commercial  trans- 
actions, school  records,  census  questionnaires,  Social 
Security  numbers,  Internet  and  telephone  records  and 
genetic  screening  using  dna  testing.  Electronic  tracking 
is  covered  in  two  section:  on  monitoring  employees  in 
the  workplace  and  commuters  in  public  transportation. 
Harboring  no  illusions  that  the  entire  bill  will  pass, 


the  aclu  plans  to  use  it  as  a  rallying  point  for  a  "Take 
Back  Your  Data"  campaign  (see  www.aclu.org). 

"We  need  to  enact  some  legislation  that's  not  entirely 
Luddite,"  says  Donald  Haines,  legislative  counsel  for 
the  aclu's  Washington  office. 

After  the  lie  detector  was  invented,  Haines  points 
out,  Congress  squelched  a  movement  to  standardize  its 
use  in  hiring.  "As  a  people,  we  have  the  ability  to  con- 
trol this  if  we  want  to,"  he  says. 

Do  we  want  to  lock  up  toll  records  that  would  solve  a 
murder?  Let  a  life  insurance  applicant  know  his  genetic 
prospects,  but  forbid  the  insurer  to  know?  It  will  be  an 
interesting  debate.  -A.M.  H 
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Afici 


TM 


ICIO 

by  RICOH 


icio  series  from  Ricoh.  A  machine  you  can  trust,  a  machine  you  can  rely  on,  and  one  that's 
isy  to  use.  It  copies,  faxes  and  prints  from  one  convenient  location.  And  if  your  location 
ippens  to  be  a  PC,  Aficio  can  handle  that,  too.  Aficio's  ability  to  connect  to  your  network 
*/es  your  office  added  flexibility.  For  over  60  years,  we  have  focused  our 
>proach  to  design  and  technology  on  our  customers'  needs.  We  are 
idicated  to  creating  solutions  that  make  complex  tasks  easy,  and  routine 
bs  effortless.  And  as  pioneers  of  digital  imaging,  we  are  at  the  forefront  of  simplifying 
ie  never-ending  complexities  your  business  must  face  now,  and  into  the  future.  Take  a  look 
the  new  Aficio  series  and  see  why  it's  rapidly  becoming  man's  best  friend. 

imple  solutions.  Based  on  human  needs. 

Dr  more  information  about  the  Aficio  series,  contact  1-800-63-RICOH  or  visit  our  home  page  at  www.ricoh-usa.com 


COMPUTERS/COMMUNICATIONS 


care:  Patients  forget  important  details 
about  their  cases.  A  number  on  the 
microchip  allows  a  hospital  to  retrieve 
that  information  from  a  database. 

The  potential  loss  of  privacy  leaves 
Dr.  Stevens  uneasy,  he  concedes,  but 
there  is  no  better  way  to  insure  the 
accuracy  of  a  person's  medical 
records.  He  thinks  it  inevitable  that 
microchips  with  medical  information 
will  become  common  in  humans,  pos- 
sibly inserted  under  the  skin  of  the 
upper  arm. 

Will  that  mean,  say,  that  a  potential 
boss  can  find  out  whether  you  have  a 


medical  problem  before  he  hires  you? 
Possibly.  This  stuff  works  both  ways. 

Now  that  we  implant  medical  infor- 
mation, why  not  a  security  pass?  An 
excited  security  professional  recently 
called  Lewis  in  Indiana.  He  wanted 
subcutaneous  microchips  to  monitor 
employees'  access  to  buildings.  This 
gets  really  scary  when  you  think  of 
what  a  Saddam  Hussein  could  do  by 
ordering  his  subjects  to  carry  implant- 
ed chips  on  pain  of  jail  or  worse. 

On  the  other  hand,  Teletrac  is 
working  on  a  locator  intended  for 
personal  safety.  One  example:  helping 


Alzheimer's  sufferers,  an  idea  that  was 
sparked  when  a  son  located  his  elder- 
ly father  after  he  drove  off  in  a  Tele- 
trac-equipped  car. 

Several  small  personal-security  com- 
panies make  transponders  to  help  par- 
ents find  wandering  toddlers  (see 
table,  below).  They  cost  around  $50 
and  fit  in  backpacks  or  clip  onto  cloth- 
ing. Electric  bracelets  for  monitoring 
criminals  have  been  around  for  years, 
and  their  use  is  expanding.  Bl  Inc.  of 
Boulder,  Colo,  makes  a  bracelet  called 
JurisMonitor,  used  in  26  states.  It 
monitors  whether  wife-beaters  and 


Some  of  the  companies  that  track  . . . 


TRUCKS,  RAILWAY  CARS  AND  BOATS 
OmniTracs,  a  division  of  Qualcomm  I  San  Diego,  Calif 
HighwayMaster  Communications  Inc  /Dallas,  Tex 
American  Mobile  Satellite  Corp/ Reston,  Va 
Teletrac  /Kansas  City,  Mo 


Dominant  in  GPS  tracking:  trucks,  boats,  rails 
Mainly  long-haul  truckers 
Trucks,  boats 

Radio  tracking  of  urban  vehicle  fleets 


YOUR  CAR.  FOR  DIRECTIONS  AND  ROAD  SERVICE 
OnStar,  General  Motors /Troy,  Mich 
Emergency  Call  BMW  /Munich,  Germany 
RESCU,  Ford  Motor  Co  /Dearborn,  Mich 
On  Guard  System,  ATX  /San  Antonio,  Tex 

Emergency  service,  connected  to  live  person  ■ 
Emergency,  roadside  service  Z 
Emergency,  roadside  service  1 
Antitheft  and  emergency  service 

YOUR  CAR,  TO  DETER  THEFT 

loiack/ Boston,  Mass 
Teletrac  /Kansas  City,  Mo 

Leader  in  radio-based  consumer  car  tracking 
Consumer  car  tracking,  fleet  management 

TOLL  COLLECTION 

Mark  IV  lndustries/W;ss/ssau^a,  Ont 
TIRIS  (Texas  lnstruments)/0a//as,  Tex 
Amtech  Systems  Corp/Dallas,  Tex 

Market  leader  in  toll  collection 

Security  access  control,  manufacturing,  logistics,  tolls 

Railroad  car  tagging 

BUILDING  SECURITY 

HID  Corp/ Tustin,  Calif 
Motorola/lndala  Corp/ San  Jose,  Calif 
TIRIS  (Texas  lnstruments)/Oa//as,  Tex 

Dominant  in  security  access  control 

Security,  logistics  management 

Security  access  control,  manufacturing,  logistics,  tolls 

ess 
saw 


"My  911" 
by  ProNet 


Tot  Tracker 


Destron 
Fearing's 
subcutaneous 
chip 


YOU  VIA  YOUR  CELL  PHONE 

(satellite  networks  launching  next  one  to  three  years) 
GlobalStar/SanVose,  Calif 
Iridium  Phone  Systems /Washington,  DC 
ICO  Global  Communications  /London,  England 
Odyssey  Telecomm  (TRW  Inc)/ Redondo  Beach,  Calif 

MONEY,  JEWELRY 
ProNet  Inc/ Dallasjex 

HOMEBOUND  PRISONERS,  STALKERS 

Bl  Inc/ 'Boulder,  Colo. 

Digital  Products  Corp/ 'Pembroke  Pines,  Fla 
Strategic  Technologies  \nc/Surrey,  BC 

ANIMALS 


48  low  Earth-orbiting  satellites  by  late  1998 
66  low  Earth-orbiting  satellites  by  1998 
10  medium  Earth-orbiting  satellites  by  early  2000s 
12  medium  Earth-orbiting  satellites  by  2001 

Tiny  transponders  track  anything  from  jewelry  to  bikes 

JurisMonitor  tracks  stalkers,  wife  beaters 
Bracelets  for  homebound  prisoners 
Bracelets  for  homebound  prisoners 


Destron  Fearing  Corp/ South  St  Paul,  Minn 

All  kinds  of  animal  tracking,  identification 

Electronic  Identification  Devices  /Santa  Barbara,  Calif 

Distributes  Trovan  microchips  in  US 

CHILDREN 

umetti/ Bridgewater,  NJ 

Sells  Tot  Tracker  for  $49 

Amcamex  Electronics  Corp/ Amarillo,  Tex 

Sells  Protec-Ur-Child  for  $49 

VIA  UNMANNED  AERIAL  VEHICLES 

General  Atomics  /San  Diego,  Calif 
Lockheed  Martin  /Salt  Lake  City.  Utah 
rop  Gr  umman  IHunstville,  Ala 
'"<■•••>  Ryan  Aeronautical  /San  Diego.  Calif 


Vertical  take-off  UAVs 
Predator  UAV 

Communications  systems  for  UAVs 
UAVs  and  their  electronic  systems 
UAVs  and  aerial  targets 


Micro-Air 
Vehicle 


Source,  "ssociation  for  Un  anned  Vehicle  Systems  International;  Frost  &  Sullivan;  and  companies. 
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NAVAL  RESEARCH  LABORATORY 
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gOMPUHRS/COMMUNICATIOHS 


Bugs 

B]  GINNING  with  the  1998  model  year,  you  can  get  the 
OnStar  global -positioning  satellite  service  in  24  GM  car 
models  for  $895  plus  installation  and  a  $22.50  monthly 
fee.  I  took  OnStar  out  for  a  weekend  in  a  cream-leather 
Cadillac  DeVille.  I  pushed  a  little  green 
button  and  a  chirpy  voice  in  Farming- 
ton  Hills,  Mich,  piped  up  over  a  small 
speaker  above  the  visor:  "Hi.  This  is 
Yolanda  at  the  OnStar  Control 
Center." 

I  asked  Yolanda  to  make  reservations 
for  me  at  a  restaurant.  Which  she  did. 
Had  I  so  desired,  I  could  have  ordered 
flowers  or  made  hotel  reservations.  But 
I  really  wanted  to  sample  OnStar's  nav- 
igational skills. 

I  picked  up  some  relatives  and  hit 
the  green  button.  We  asked  Andrew 
how  to  get  to  a  restaurant  in  Old 
Town  Pasadena.  "I'll  be  back  in  a  minute,"  he  said. 
"Just  let  me  get  a  fix  on  you."  We  heard  a  small  beep 
seconds  later  as  the  satellite  found  us.  Andrew  called 
back:  "Okay,  just  keep  going  north  on  Arroyo  Blvd. 


You  can  make  a  right  on  Colorado  Blvd.  . . ." 
I  could  hear  sniggers.  Three  index  fingers  pointed  up  to 
the  bridge  we  were  passing  under.  Colorado  becomes  a 
bridge  at  Arroyo  Blvd.,  never  intersecting  it.  As  locals, 
we  knew.  Visitors  would  have  been  instantly  lost.  "But 
still,"  my  mother  insisted,  "I  think  he 
was  very  nice." 

The  following  night  I  asked  for  direc- 
tions from  Pasadena  to  Little  Tokyo  in 
downtown  Los  Angeles.  "Just  take  His- 
toric Route  66,"  our  OnStar  friend 
advised.  Historic  Route  66?  Fair  Oaks 
Avenue  hasn't  been  called  that  in  years. 
OnStar  gave  us  a  route  that  would  have 
taken  40  minutes.  We  used  our  own  and 
got  there  in  1 5 . 

We  tried  all  the  car's  fun  high-tech 
gizmos,  especially  the  voice-activated 
phone.  OnStar  is  a  good  thing  to  have  if 
you  get  into  an  accident.  When  air  bags 
inflate,  OnStar  is  automatically  alerted.  And  who 
wouldn't  want  a  friendly  midwesterner  at  his  24-hour 
beck  and  call? 

But  for  directions,  buy  a  map.  -A.M.  M 


stalkers  keep  the  prescribed  distance 
from  their  targets.  Who  knows? 
Maybe  some  parolees  will  prefer  an 
implanted  chip  to  a  clunky  bracelet. 

ProNet,  the  specialist  in  burglary 
beacons,  plans  to  sell  a  device  called 
My  91 1  to  colleges  and  large  employ- 
ers. People  would  carry  the  device 
when  walking  to  their  parked  cars  or 
to  late-night  classes.  Pushing  an  alarm 
button  would  summon  the  campus 
police  or  company  security  to  the 
caller's  exact  location.  The  receiving 
station  would  also  be  able  to  see  the 
victim's  name. 

You've  heard  about  the  satellite 
telephone  systems  that  will  let  you 
make  a  phone  call  from  anywhere  in 
the  world.  Those  connections  can  be 
used  in  reverse  to  find  someone  with 
a  cellular  phone.  And  within  two 
years,  at  least  four  separate  companies 
will  launch  new  satellite  networks  (see 
table,  p.  232).  This,  too,  is  a  mixed 
blessing.  When  and  where  can  a 
person  get  away  from  it  all  and  think? 

Nevertheless,  the  Federal  Commu- 
nications Commission  has  mandated 
that  within  five  years  all  cellular  phone 
companies  provide  the  locations  of 
subscribers  who  call  911.  Already  15% 
to  20%  of  911  calls  come  from  cell 
phone  callers,  many  of  whom  assume 


police  know  where  they  are.  FCC 
Deputy  Bureau  Chief  Rosalind  Allen 
believes  technology  has  the  answer  to 
this  problem:  "One  of  the  main  sell- 
ing points  of  wireless  phones  is  safety. 
There  will  be  substantial  competitive 
pressures  to  do  this." 

Spy  planes 

A  new  world  of  tracking  lurks  in  a 
defense  industry  contraption  known 
as  the  unmanned  aerial  vehicle.  These 
drones  can  be  as  big  as  jumbo  jets  or 
as  small  as  paper  airplanes.  Small  ones 
can  patrol  an  area  from  only  a  few 
hundred  feet  up,  little  noticed. 

On  the  drawing  board  are  some 
vehicles  that  can  fly  through  an  open 
door,  perch  inside  a  building  and  qui- 
etly observe  their  surroundings.  Air- 
borne, they  can  detect  the  presence  of 
chemicals,  like  air  pollutants  or  per- 
haps, someday,  the  whiff  of  hemp. 
Airplane-size  drones  can  fly  halfway 
around  the  globe  and  survey  the 
ground  with  12-inch  resolution. 

Drones  have  already  been  used  to 
patrol  the  U.S. -Mexican  border  and 
to  monitor  miles  of  power  lines.  But 
the  commercial  market  is  still  in  its 
infancy.  Aerospace  expert  Richard 
Wagaman  of  Boeing  predicts  that  sales 
will  reach  S2  billion  a  year  by  2005. 


Near  Bosnia,  a  few  years  ago,  a 
group  of  Serbian  soldiers  dug  up  a 
mass  grave  of  Muslims  they  had 
slaughtered.  They  wanted  to  burn  the 
evidence  of  their  crime.  An  unmanned 
airplane  caught  the  digging  on  a  video 
camera.  Soldiers  on  the  ground  shot 
the  camera  out  of  the  sky,  but  not 
before  the  video  had  been  transmitted 
to  and  stored  at  the  Pentagon.  The 
images  helped  force  the  Serbs  to  the 
Dayton  peace  negotiations. 

Wagaman  says  police  departments 
have  been  testing  drones  but  can't 
deploy  them  in  large  numbers  until 
the  air  traffic  control  system  is 
upgraded  to  keep  track  of  them.  That 
upgrade  is  likely  to  come  within  10  to 
15  years. 

The  earliest  video  cameras  used  to 
cost  $50,000  and  weigh  more  than 
100  pounds.  Now  they  cost  $100  and 
weigh  mere  ounces.  They  will  soon 
become  ubiquitous — appearing  on 
doorways,  street  corners  and  drone 
airplanes. 

Like  it  or  not,  the  world  is  becom- 
ing smaller  and  smaller  and  ever  more 
transparent.  Your  fenced-in  yard 
won't  be  quite  as  private  as  it  used  to 
be.  But  neither  will  the  dark  alley 
near  your  bank  teller  machine.  Trade- 
off, tradeoff,  tradeoff.  ■ 
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As  mill  throughput  increases.. .cost  per  pound  of  copper  decreases. 


What's  better  than    -etric  Tons  of  Ore  Per  Day 
a  good  thing?  More 
of  a  good  thing. 

Freeport-McMoRan  Copper  & 
Gold's  Grasberg  complex  in  Irian  Jaya, 
Indonesia  represents  one  of  the  world's 
largest  copper  reserves  and  the  world's 
largest  single  gold  reserve. 

In  1994  and  1995,  we  set  new  records 
for  mill  throughput.  During  1996,  we 
broke  those  records  by  increasing 
average  throughput  to  127,400  metric 
tons  of  ore  per  day  (MTPD),  a  dramatic 
76%  increase  compared  to  1994's 
average.  As  mill  throughput  increased, 
our  cost  per  pound  of  copper  decreased. 
As  a  result  of  the  expansion,  we 


Cents/Pound  Cash  Production  Cost  of  Copper 
(net  of  gold  and  silver  credits) 


produced  58%  more  copper  and  1 16% 


more  gold  in  1996  than  in  1994.  And  the 
future  holds  promise  for  even  more 
production. 

The  Company  has  begun  a  new 
expansion  of  mine  and  mill  facilities. 
The  optimum  rate  following  this 
expansion  is  expected  to  be  at  least 
190,000  to  200,000  MTPD,  subject  to 
certain  approvals.  Yet  even  at  this 
expanded  rate,  we  will  still  have  almost 
30  years  of  proven  reserves.  Better  yet, 
future  increases  in  proven  reserves 
resulting  from  our  continuing 
exploration  within  the  "golden  triangle," 
an  area  of  high-grade  ore  deposits  and 
mineralized  zones  situated  near  our 


existing  mill  site, 
could  further  enhance 
the  value  of  our  Company  and  improve 
our  profitability. 

Freeport-McMoRan  Copper  &  Gold 
is  among  the  largest  and  lowest-cost 
producers  of  copper  and  gold  in  the 
world.  We're  committed  to  increasing 
production,  aggressive  exploration  and 
creating  shareholder  value,  while 
remaining  socially  and  environmentally 
responsible. 

To  learn  more  about  Freeport- 
McMoRan  Copper  &  Gold,  call  or  write 


today. 
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Freeport-McMoRan 
Copper  &  Gold 

A  Natural  Leader® 


For  a  copy  of  our  annual  report,  call  1-800-863-3541  or  write  Freeport-McMoRan  Copper  &  Gold  Investor  Relations,  Dept.  C-6,  P.O.  Box  61 1 19,  New  Orleans,  LA  70161. 
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Autodesk  set  the  standard  in  computer-aided 
design  software.  But  it  stumbled  once, 
and  competitors  could  eat  it  alive.  . 

The  case  of  the 
unlucky  13 


By  Jeffrey  Young 

Secret  to  wealth  in  the  software 
business:  Invent  a  software  standard, 
a  sort  of  lingua  franca  that  other  soft- 
ware programs  must  communicate 
with.  But  don't  let  your  lingua 
become  so  franca  that  other  software 


houses  can  knock  it  off. 

Microsoft  has  done  this  with  Win- 
dows. Just  about  any  PC  program 
these  days  is  compatible  with  Win- 
dows, so  it  is  a  de  facto  standard.  But 
there  are  no  successful  substitutes  for 


the  Windows  operating  system  itself, 
which  remains  hugely  profitable  for 
Microsoft. 

Has  any  other  software  vendor 
come  close  to  this  achievement? 
Autodesk  has,  with  its  AutoCad  soft- 
ware for  computer-aided  design. 
Since  Autocad  hit  the  market  in 
1982,  it  has  racked  up  1.7  million 
user  licenses,  giving  Autodesk,  of  San 
Rafael,  Calif,  an  estimated  60%  of  the 
midpriced  PC  technical  drawing 
market.  It's  a  standard  in  the  world  of 
blueprints:  Engineering-related  pro- 
grams from  other  software  companies 
make  a  point  of  being  Autocad-com- 
patible.  And  during  Autodesk's 
heyday  eight  years  ago,  it  enjoyed  a 
Microsoft-like  28%  net  profit  margin. 

No  more.  In  the  fiscal  year  that 
ended  Jan.  31  revenues  dropped  to 
$497  million,  from  $534  million  the 
year  before.  Net  income  of  $42  mil- 
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How  can  one  company  handle 
all  the  energy  needs  of  your  business? 

America's  largest  producer  of  low  cost  electricity  has  joined  forces  with°a  leading  producer  and  marketer  of  natural  gas. 
Southern  Company  and  Vastar  Resources  are  proud  to  announce  Southern  Company  Energy  Marketing. 
After  all,  nothing  could  be  more  natural  than  getting  all  your  energy  from  just  one  place. 

SOUTHERN  MJL 
COMPANY 

http:  www.southernco.com  t  V  'V.„  :;  r  c        „  ,  , 
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lion  was  a  meager 
8%  of  sales. 

"It  has  been  a 
very  rough  couple 
of  years,"  admits 
Carol  A.  Bartz,  49, 
Autodesk's  chief 
executive  officer  for 
the  past  five  years. 
True,  die  new  Auto- 
cad  Release  14  looks 
like  something  of  a 
success,  and  net 
income  for  the  most 
recent  quarter  rose 
68%.  But  Bartz  has  a 
new  problem:  an  AutoCad  knockoff 
on  the  horizon. 

The  trouble  began  with  the  1994 
version  of  Autocad,  the  inauspicious- 
ly  numbered  Release  13.  This  pro- 
gram was  so  buggy  that  customers 
made  do  with  earlier  releases.  You 
can't  have  bugs  in  a  program  that 
costs  up  to  $3,750  per  user. 

Release  1 3  might  not  have  threat- 
ened Autodesk's  fundamental  posi- 
tion had  not  a  new  competitor,  Seat- 
tle-based Visio,  struck  at  that 
moment.  Visio  threatens  to  steal 
away  the  market  that  Autodesk  creat- 
ed by  selling  a  cheaper  alternative 
that  is  Autocad-compatible. 

Visio,  founded  by  Aldus  veterans  in 
1990,  amassed  $60  million  in  fiscal 
year  1996  sales.  It  originally  side- 
stepped Autodesk  by  servicing  engi- 
neers who  do  relatively  little  comput- 
er-aided drawing  and  therefore  have 
little  reason  to  master  the  dauntingly 
difficult  Autocad  program.  These 
engineers  use  Visio,  for  example,  to 
draw  schematics,  simple  floor  plans 
and  network  wiring  diagrams. 

By  the  end  of  the  year,  however, 
Visio  will  up  the  ante  by  releasing  a 
product,  temporarily  named  Phoenix, 
that  it  says  will  not  only  read  older 
Autocad  files  (up  to  the  Release  10 
version)  but  also  create  new  files  in 
the  Autocad  format.  More  than  90% 
of  Phoenix's  commands  and  menus 
are  identical  to  AutoCad's.  This 
should  make  it  largely  interchange- 
able for  Autocad  users — at 
$500  per  user.  That  is,  if  your  firm  of 
architects,  civil  engine  :rs  or  j  irts 
designers  switches  to  Visi>  , 
keep  your  old  library  of  blu 
and  undertake  only  a  modest  rei. 
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Visio's  Phoenix  software 
It  reads  old  Autocad  files  and  creates 
new  files  in  the  Autocad  format.  Most 
commands  and  menus  are  identical. 
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ing  of  your  staff. 

Strangely  enough,  Autodesk 
almost  owned  Phoenix.  The  program 
would  have  come  with  Autodesk's 
$94  million  acquisition  of  Softdesk — 
a  big  third-party  developer  of  prod- 
ucts built  on  Autocad — earlier  this 
year.  (Among  other  things,  Softdesk 
sells  software  for  architecture,  engi- 
neering and  construction.)  Autodesk 
says  it  wasn't  interested  in  Phoenix, 
but  the  Federal  Trade  Commission 
intervened  on  antitrust  grounds, 
forcing  Softdesk  to  sell  the  project  to 
the  Phoenix  programmers.  They  sold 
out  to  Visio  soon  afterwards. 

If  the  easy-to-use  Phoenix  fulfills 
its  promise  of  Autocad  compatibility, 
it  could  displace  Autocad  even 
among  hard-core  technical  users. 
Essentially  Visio  wants  Phoenix  to  do 
to  Autocad  what  Autocad  did  to  an 
earlier  generation  of  computer-aided 
design  systems  that  ran  on  propri- 


etary hardware/software  combina- 
tions. Autodesk  undercut  these  CAD 
pioneers  (Computervision,  Inter- 
graph and  others)  by  selling  software 
that  could  run  on  cheap,  off-the-shelf 
personal  computers. 

Bartz  is  not  unaware  of  Visio's 
threat.  But  she  insists  that  Visio's  dis- 
count software  can't  hurt  Autodesk. 
"Our  customers  are  doing  critical 
work  with  our  software,"  says  Bartz. 
"They  aren't  shopping  for  cheaper 
alternatives.  They  will  buy  the  best 
tool  for  the  job,  whatever  it  costs." 

Bartz's  strategy  for  returning 
Autodesk  to  its  former  glory  is  exact- 
ly opposite  to  that  of  Visio:  She  wants 
to  offer  even  higher-priced  tailor- 
made  versions  of  her  product.  But 
that  puts  Autodesk  in 
SJ^^Sl^T  competition  with  some  of 
its  best  customers:  the 
developers  who  add  fea- 
tures to  AutoCad's  gener- 
al-purpose blueprint  soft- 
ware to  target  it  for  niches 
like  civil  engineering  or 
landscape  architecture. 

For  example,  a  single- 
user  license  for  a  mechan- 
ical design  package  from  a 
reseller  might  include 
both  the  $3,750 
Autodesk  software  and  a 
number  of  add-on  pieces 
priced  from  $500  to 
$9,000.  Now  Autodesk  is  selling  a 
version  of  its  product  enhanced 
specifically  for  mechanical  design  and 
sold  at  a  premium  price  of  $4,995. 

To  win  more  such  business,  Auto- 
desk is  moving  into  specialized  pro- 
grams for  parts  design,  desktop  map- 
ping, 3-D  modeling  and  architecture 
and  construction.  Sound  familiar?  It's 
the  Microsoft  model:  You  encourage 
small-fry  programmers  to  develop 
new  custom  applications,  then  you 
cherry-pick  the  successful  ones  and 
include  them  in  suites  of  products. 

It's  a  great  strategy  for  Microsoft, 
whose  Windows  operating  system 
now  includes  all  sorts  of  features  like 
type  fonts  and  communications  pro- 
grams that  people  used  to  buy  sepa- 
rately. But  remember  that  Microsoft 
doesn't  have  to  contend  with  an 
upstart  selling  a  discount  version  of 
Windows.  Bartz  has  her  work  cut  out 
for  her.  H 
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You're  In  Business  To 
Outrun  Competition,.. 


So  Ride  With  A  Winner. 


Your  world  revolves  around  succeeding.  So  surround  yourself 
with  the  world-class  technology  and  reliability  of  Toshiba.  Then, 
you'll  know  you've  got  what  it  takes  -  including  the  Toshiba  Quality 
Commitment  -  a  guarantee  that  says  the  best  will  be  there  for  you, 
come  what  may.  With  Toshiba  Copiers  and  Fax,  you're  in  business. 
Connect  with  the  Toshiba  authorized  dealer  nearest  you.  Call 
1  -800-GO-TOSHIBA  or  visit  our  Website:  http://copier.toshiba.com 
or  http://fax.toshiba.com 

In  Touch  with  Tomorrow 

TOSHIBA 

COIMKRS  ♦  FAX 
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Box  of  file  folders:  $8.30.  Cost  of  labor  to  order:  $83. 
You  need  software. 

Paper-clip 
software 


By  Eric  Nee 


Cisco  Systems  knows  exactly  how 
much  it  spends  on  the  boxes  it  ships 
its  routers  in,  the  metal  casings  for 
the  routers,  the  screws  that  hold  the 
casings  together.  But  don't  ask  Cisco 
how  much  it  spends  on  mops,  paper 
clips  or  office  partitions.  This  highly 
automated  manufacturer  guesses  that 
it  runs  through  at  least  $460  million 
a  year  on  supplies  other  than  factory 
raw  materials.  It  has  no  idea  how 
much  it  spends  on  any  one  item — or 
whether  it  is  getting  a  good  price. 

We're  not  talking  about  some 
clunky  old  steel  company.  We're  talk- 
ing about  a  state-of-the-silicon  outfit. 
Cisco  has  plenty  of  company  here. 
Fortunes  have  been  made  automating 
other  corporate  departments:  Peo- 
plesoft  did  it  in  personnel,  SAP  in 
manufacturing,  Siebel  in  sales.  Now 
it's  time  to  automate  the  purchasing 
department.  A  half-dozen  1  -ms  are 
competing  for  the  business.  The 
leader  is  Ariba  Technologies  in 
Mountain  View,  Calif. 

Call  it  a  last  frontier  for  automat- 
ing business.  Suddenly,  softv  ire  to 
help  you  buy  paper  clips  is  hot.  It 
may  or  may  not  get  you  a  bettc  rice 


on  your  supplies,  but  it  should  easily 
pay  for  itself  in  cutting  the  labor  and 
paperwork  you  now  put  into  pur- 
chase orders.  Only  a  year  old,  and 
with  little  sales  revenue  to  speak  of, 
Ariba  commanded  a  valuation  of 
$  1 1 3  million  in  its  last  round  of  ven- 
ture capital. 

Ariba's  software  works  like  this: 
You  want  to  purchase  a  whiteboard 
for  your  sales  talk.  You  launch  your 
Internet  browser  and  log  in  to  the 
procurement  site  on  your  company's 
intranet.  Click  on  "create"  to  get  a 
requisition  form.  Now  you  navigate 
through  your  employer's  custom 
electronic  catalog  of  all  the  goods 
and  services  that  you  are  authorized 
to  purchase.  The  catalog  is  organized 
by  product.  Whiteboards  come 
under  Dun  &  Bradstreet  Standard 
Product  and  Service  Code  number 
5021010600. 

You  might  have  two  to  five  choic- 
es, each  with  a  price,  lead  time,  size 
and  manufacturer's  name.  Click  on 
any  choice,  and  you  are  linked  to  the 
manufacturer's  Web  site  for  a  more 
detailed  description  and  photograph. 

You  complete  the  form,  filling  in 


a  space  to  explain  why  you  want  this 
doodad.  The  form  is  automatically 
routed  to  your  boss  for  an  electron- 
ic signature,  then  to  the  wholesaler 
or  manufacturer  of  this  item.  The 
cost  finds  its  way  into  your  account- 
ing  database.  At  any  time  you  can 
check  on  the  status  of  the  order,  just 
as  you  might  use  your  computer  to 
check  on  the  status  of  a  Federal 
Express  delivery. 

You  company  saves  by  eliminating 
the  internal  paper  chase  of  purchase 
orders.  So  does  your  supplier. 

Ariba's  software  can  be  integrated 
with  other  corporate  software,  such 
as  financial  applications  from  Oracle 
or  Walker.  The  Ariba  software  is  writ- 
ten entirely  in  the  lava  language, 
allowing  the  end-user  portion  to  run 
on  virtually  any  desktop.  The  server 
portion  runs  on  Windows  NT  and 
Sun  Microsystems'  Solaris. 

It's  only  natural  that  Silicon  Valley 
should  take  the  lead  in  using  the 
stuff.  Ariba  software  is  going  in  at 
Cisco,  Advanced  Micro  Devices, 
Octel  and  Visa.  The  installation  of 
Ariba  software  is  a  large-scale  effort 
that  can  take  several  months.  After 
all,  it  runs  on  multiple  servers  within 
a  company  and  on  the  desktop  of 
every  person  that  orders  supplies, 
which  in  some  companies  means 
everyone. 

AMD,  which  purchases  $800  mil- 
lion worth  of  operating  goods  and 
services  a  year,  is  putting  Ariba  on 
12,000  desktops.  The  chip  manufac- 
turer thinks  the  software  will  save  it  at 
least  $24  million  a  year,  maybe  as 
much  as  $144  million.  So  the  price  of 
the  software  (say,  $2.5  million  for  an 
installation  this  size)  does  not  seem 
out  of  proportion.  Cisco,  which  fig- 
ures it  spends  $100  to  process  each 
purchase  order,  plans  to  put  the  soft- 
ware on  10,000  desks. 

Savings  also  come  from  consolidat- 
ing purchasing  with  a  few  key  suppli- 
ers who  can  provide  volume  dis- 
counts and  specialized  products. 
Ariba  has  convinced  more  than  50 
suppliers — including  Dell  Computer 
Corp.,  Boise  Cascade,  General  Elec- 
tric's  computer-vending  business,  BT 
Office  Products  and  Corporate 
Express — to  make  their  electronic 
catalogs  accessible  to  users  of  the 
Ariba  software.  H 
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Even  renowned  cancer  hospitals  depend  on  a 


fundamental  material: 


cement.  And  at  a  growing  number  of  building 


projects,  Cemex  is  the  cement  of  choice.  With 


operations  in  22  countries  and  trade  relations 


with  60  countries,  Cemex  combines  the  use 


DOCTORS  TREAT  PATIENTS. 


of  the  latest  production  and  information 

technology 
with  an  efficient,  environmentally  sound  I 

( 

approach  to  meet  the  needs  of  customers  £ 
everywhere.  Because  we're  not  just  building  ; 
hospitals — we're  building  a  better  world. 
To  learn  more,  visit  our  web  site  at 


www.cemex.com. 
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BY  ANDREW  J.  KESSLER 


Andy  Kessler 
(akessler@velcap.com) 
is  a  general  partner  of 
Velocity  Capital 
Management,  a  tech- 
nology and  communi- 
cations investment 
company  in  Palo  Alto, 
Calif. 


A  not  very  sober  fellow  collared  me  at  a 
cocktail  party.  He  accused  me  of  being  part  of 
a  Wall  Street  conspiracy  to  downsize  America. 
"What  are  all  these  laid-off  middle  managers 
going  to  do?"  he  babbled. 

My  answer:  "Write  software." 

No  kidding.  The  computer  revolution  has 
given  rise  to  some  huge  shifts  in  the  work- 
place, not  all  of  them  pleasant,  but  it  is  also 
creating  new  opportunities.  Let's  take  a  look 
at  two  companies  that  exemplify  the  way  sili- 
con is  changing  the  economy:  Radiant  Sys- 
tems and  CellNet. 

Fm  not  recommending  either  stock,  but  I 
am  enthusiastic  about  their  technologies  and 
growth  prospects. 

Radiant  Systems,  a  newly  public  firm  in 
Alpharetta,  Ga.,  sells  touch-activated  screens 
to  gas  stations,  movie  theaters,  restaurants  and 
other  retailers.  There  are  90,000  gas  stations 
and  convenience  stores  in  the  U.S.,  6,500 
movie  theaters  (many  of  them  multiplex)  and 
400,000  restaurants.  Add  it  up  and  you  have 
several  million  service-sector  employees  to 
tend  these  businesses. 

Radiant  Systems  changes  all  that.  Put  in 
Radiant's  video  displays  at  your  gas 
station/convenience  store  and  you  can  have  a 
guy  in  a  booth  handling  all  the  gas  sales,  food 
sales — and  even  a  car  wash  on  the  side.  The 
screens  allow  the  customers  to  spell  out  what 
kind  of  gas  they  want,  what  credit  card  they 
will  use  to  pay  for  it  and  what  fast- food  item 
they  want  heated  up  for  them  in  the 
microwave  inside  the  store.  Besides  being  a 
touch  screen,  the  display  can  show  instruc- 

Why  have  a  waitress 

reel  off  a  list  of  specials  when 

a  machine  can  display  them? 

tional  videos  ("remove  nozzle  and  press 
button")  and  display  point-of-sale  ads  as  well. 
They  do  just  about  everything  a  convenience 
store  clerk  does  except  take  in  $20  bills  and 
make  change. 

Radiant  recently  acquired  Remacs,  which 
sells  similar  products  to  fast  food  restaurants, 
with  12,000  kiosks  installed.  Customers  touch 
a  screen  to  order  a  cheeseburger  and  fries. 
The  store  needs  fewer  clerks  because  the 


clerks  mostly  just  make  change. 

Next  stop:  Sit-down  restaurants.  Why  have 
a  waitress  reel  off  a  list  of  specials  when  a 
machine  can  display  them  and  also  take  the 
orders?  Saves  labor,  and  the  customer  will  be 
happier,  too. 

Ticket  machines  would  speed  up  the  lines  at 
movie  complexes,  too.  Again,  you  would  still 
need  warm-blooded  automatons  to  handle  the 
cash.  But  the  day  may  come  when  there  is  no 
cash — just  a  credit  card  reader. 

At  57  times  hoped-for  1997  earnings,  Radi- 
ant is  expensive.  But  it  has  negligible  debt, 
close  to  $50  million  in  cash  and  an  80% 
growth  rate.  Recent  close:  $20.75. 

The  second  company  is  CellNet  Data  Sys- 
tems, which  competes  with  Itron  in  the  sale  of 
remote  meter-reading  devices.  This  country 
has  230  million  meters — 110  million  electric, 
70  million  water  and  50  million  gas — and  the 
vast  majority  are  still  being  read  with  a  centu- 
ry-old technology  that  consumes  a  lot  of  shoe 
leather.  CellNet's  alternative  is  a  wireless 
transmitter  that  attaches  to  the  meter  at  the 
side  of  the  house  and  broadcasts  to  a  receiver 
a  quarter  of  a  mile  away.  The  neighborhood 
receivers  broadcast  to  master  stations  5  or  10 
miles  away.  The  Federal  Communications 
Commission  has  conveniently  set  aside  spec- 
trum (some  free,  some  auctioned)  to  make  all 
this  possible. 

It  happens  that  you  don't  need  a  lot  of 
spectrum  to  read  meters.  The  readers  pick  up 
just  a  few  data — how  many  kilowatt- hours  of 
electricity  were  consumed,  perhaps  coupled 
with  time-of-day  information — so  a  utility  can 
handle  a  large  population  without  crowding 
the  airwaves. 

PG&E  in  California  has  24,000  of  its  4.3 
million  consumers  on  a  CellNet  system.  Cell- 
Net  owns  the  equipment;  it  bills  PG&E  rough- 
ly a  buck  a  month  per  meter.  That's  consider- 
ably better  than  the  $4  a  month  you'd  spend 
on  human  meter-readers. 

CellNet's  financial  statements  look  like 
those  of  a  cable  television  company:  heavy 
debt,  no  earnings.  No,  they  are  worse  than 
cable  financials-.  For  the  first  half  CellNet  had 
an  operating  loss  (net  before  depreciation, 
interest  and  taxes)  of  $31  million  on  revenue 
of  $2.1  million.  It's  paying  for  the  equipment 
installations  with  $221  million  worth  of  junk 
bonds  yielding  13%.  Don't  look  for  dividends 
any  time  soon. 

But  remember,  this  is  a  growth  business  in 
its  infancy.  As  of  June  30,  CellNet  had  2.2 
million  meter  readers  under  contract  but  only 
580,000  installed  and  yielding  revenue.  At  a 
recent  $12,  the  stock  is  down  40%  from  its 
initial  offering  a  year  ago.  H 
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HOW  HARD  IS  IT  TO  STEAL  A  NUMBER 
from  our  phone?  BUTCH  HERE  WILL 

GLADLY  DEMONSTRATE.    Some  dogs'  barks  are 

worse  than  thei  r  bi  tes.  That's  not  true  of  good  old  Butch.  Which 
is  why  we  suggest  it's  smarter  and  safer  to  experience  QUALCOMM's 
CDMA  digital  phones  firsthand.  You'll  be  impressed  at  how  our  digital 
encoding  makes  cloning  and  eavesdropping  nearly  impossible.  And  it's  just 
as  good  at  providing  clearer  voice  quality  and  no  cross-tal  k;  This  is  all 
due  to  an  amazing  digital  technology  we  developed  called  CDMA.  Your  chances 
of  finding  anything  like  it  are  about  the  same  as  mistaking  Butch  for  a  French 


poodle.  For  a  closer  1  ook, .contact rus  , at  www, gualcomm.com/cdma  or  1-800-349-4188. 
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Piggyback  drugs 


BY  MICHAEL  GIANTURCO 


Michael  Gianturco  is 
president  of  The 
Princeton  Portfolios. 
His  latest  book  is  How 
to  Buy  Technology 
Stocks  (Little,  Brown, 
1996). 


At  ITS  CORE  the  pharmaceutical  business  is, 
like  I  [ollywood,  a  blockbuster  culture.  A 
handful  of  colossally  successful  drugs,  those 
with  annual  sales  of  $500  million  or  more, 
energize  the  thinking  of  the  whole  industry. 
Everyone  wants  to  copy  their  success.  These 
drugs  are  typically  treatments  for  common 
chronic  or  recurring  conditions  like  ulcers, 
sniffles  or  anxiety. 

Secondary  industries  have  grown  up  around 
the  megadrugs:  generic-drug-making,  drug 
reformulation  and,  most  recently,  drug  purifi- 
cation. A  pioneer  in  drug  purification  is  Sepra- 
cor  in  Marlborough,  Mass. 

In  what  sense  are  existing  drugs  impure? 
Many  of  them  are  mixtures  of  optical  isomers. 
Here  is  what  this  means: 

Organic  molecules  with  exactly  the  same 
chemical  formula  can  be  synthesized  in  two 
different  structures  that  are  mirror  images  of 
each  other,  like  two  hands.  The  substance 
lemonine,  lor  example,  smells  like  lemons. 
This  molecule's  mirror  image,  which  is  also 
called  lemonine,  smells  like  oranges.  The 
only  difference  between  the  two  molecules  is 
in  their  geometry.  They  have  the  same  melt- 
ing point,  the  same  boiling  point,  the  same 
solubility. 

Mirror-image  drugs.  One  treats  your 
allergies;  the  other  could  kill  you. 


The  subtle  difference  in  "handedness" 
between  the  left-handed  molecule  and  the 
l  ight  handed  molecule  may  be  hard  to  detect 
in  ,1  flask,  but  your  body  notices.  In  fact,  bio- 
logical  systems  are  exquisitely  sensitive  to  the 
difference  between  optical  isomers. 

Drugs  quite  commonly  contain  mixtures  of 
optical  isomers.  Sometimes  one  isomer  is 
good  medicine  and  the  other  is  bad  medicine. 
This  is  where  Sepracor  may  be  able  to  make 

» tune.  Drug  purification  achieved  with  its 
t  echnology  replaces  the  mixture  of  two  mirror- 
image  isomers  with  just  one  isomer — the 
good  one. 

The  allergy  drug  terfenadine,  w  hich  was 
originally  patented  and  marketed  as  Seldane 
by  Hoechst  Marion  Roussel,  contained  two 
optical  isi    u  rs.  Scientists  at  Sepracor  and  at 
Georg  n  ersity  were  able  to  show 


that  the  "right"  isomer  was  safe  and  helpful, 
but  that  the  left  isomer  was  responsible  for 
an  undesirable — conceivably  fatal — side 
effect:  It  altered  the  normal  rhythm  of  the 
heartbeat. 

A  purified  drug,  Allegra,  for  which  Sepracor 
has  received  a  method-of-use  patent,  consists 
only  of  the  right  isomer.  This  purified  drug, 
whose  use  is  covered  to  some  extent  by  Sepra- 
cor patents,  was  launched  by  Hoechst  Marion 
Roussel  in  1996.  The  scientific  principle  is 
proved,  but  the  question  of  whether  Sepracor 
will  receive  substantial  royalties  on  Allegra  is 
clouded  by  patent  interference  issues.  Hoechst 
has  the  competing  patent,  as  well  as  an  equity 
position  in  Sepracor.  It  is  not  clear  whether 
the  two  companies  are  going  to  wind  up  in 
conflict  or  in  concert. 

Whatever  the  outcome,  Allegra  would  not 
have  returned  huge  royalties  to  Sepracor.  The 
company  has  in  its  sights  a  number  of  other 
"unpurified"  blockbusters.  In  fact,  it  holds  a 
portfolio  of  20  method-of-use  patents  on 
purified  drugs,  with  another  50  such  patents 
applied  for. 

Schering-Plough's  number-one-selling  anti- 
histamine, Claritin,  generates  sales  of  $1.4 
billion  annually.  This  blockbuster  will  lose 
patent  protection  beginning  in  2002.  But 
Sepracor  has  a  patent  on  the  purified  active 
ingredient,  decarboethoxyloratadine,  which 
could  protect  this  blockbuster  from  going 
generic  until  2014.  Analysts  suggest  Sepra- 
cor's  drug  may  have  greater  potency  and  a 
taster  onset  of  action  than  Claritin.  But  Sepra- 
cor will  not  discuss  it.  No  collaborative  or  roy- 
alty agreement  is  in  place  as  yet  between 
Sepracor  and  Schering. 

Similar  situations  exist  with  Johnson  & 
Johnson's  Hismanal  antihistamine  and  Lilly's 
Prozac  antidepressant . 

It's  a  cheeky  business,  isn't  it?  The  idea  is, 
improve  someone  else's  blockbuster  by  purify- 
ing it,  and  then  knock  on  his  door  to  seek  a 
collaboration  or  a  license  fee. 

It's  surely  less  difficult,  diplomatically,  to 
purify  a  generic  drug,  and  thus,  through  a 
patent  on  the  improvement,  restore  some  of 
its  old  profitability.  Sepracor  intends  to  do  this 
with  albuterol,  a  widely  used  treatment  for 
asthma,  and  with  other  drugs  now  off  patent. 
Although  Sepracor  confronts  the  additional 
cost  of  getting  federal  approvals,  these  costs 
are  dramatically  lower  for  drugs  with  long 
track  records. 

Sepracor  is  unprofitable  and  has  no  product 
revenues.  The  value  is  in  its  patents.  It  has 
$107  million  in  cash  that  it  is  burning  up  at  a 
rate  of  $60  million  a  year.  The  company  is  an 
interesting  speculation  at  prices  below  $19.  WM 
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Would  your 
stockbroker 
don  a  red  wig: 

Is  the  regional  stockbroker 
a  disappearing  species?  Don't  bet  on  it. 


s 


By  Bruce  Upbin 

A  FUNNY  THING  IS  HAPPENING  in  the 

brokerage  business.  While  most  other 
industries  are  consolidating  into 
fewer  and  fewer  hands,  America's 
regional  stockbrokers  are  prospering, 
in  spite  of  tough  competition  from 
national — make  that  global — wire- 
houses  like  Merrill  Lynch  or  dis- 
counters like  Charles  Schwab. 

A  15 -year  bull  market  can  make 
even  a  sleepwalking  firm  look  good — 
but  regional  firms'  prosperity  goes 
beyond  that.  According  to  veteran 
securities  analyst  Perrin  Long,  region- 


al firms  are  stealing  market  share 
from  wirehouses.  His  proof:  In  1996, 
regional  firms  added  5%  to  6%  in 
staff,  versus  3%  to  4%  for  the  big- 
name  brokerage  houses. 

Thomas  James,  chairman  of  Ray- 
mond James  Financial  in  St.  Peters- 
burg, Fla.,  offers  up  a  handful  of 
advantages  regional  firms  have  over 
the  big  guys: 

"Labor  is  cheaper.  Cost  controls 
are  better  because  managements  typ- 
ically own  more  of  their  firm.  When 
errors  are  made,  they're  corrected 


Everen  Securities 
broker 

HI.  (Chappie) 
Chapman,  right 
His  weekly  mar 
ket  wrap-up  TV 
show  mixes  news 
and  shtick.  But  it 
plays  in  Peoria. 
Chappie  runs 
$120  million 
for  his  clients. 


Dain  Bosworth 
broker  Mark  Orgel 
In  Eau  Claire, 
Wis.,  Orgel  rules. 
His  office  has 
one-third  the  local 
market,  beating 
Merrill  Lynch  and 
Morgan  Stanley 
Dean  Witter. 
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faster.  We  don't  have  limos  running 
around  the  place.  No  50,000-square- 
foot  floors  with  private  dining  rooms 
like  you'd  see  at  the  Salomons  or 
Morgan  Stanleys.  We're  not  going  to 
get  a  sovereign  debt  deal  from 
Greece.  They  are.  More  power  to 
them." 

Yet  as  the  bull  market  rolls  on,  that 
very  profitability  may  make  it  harder 
for  regional  firms  to  retain  their 
independence.  They  make  inviting 
targets  for  big  financial  services  firms 
looking  for  new  sources  of  cus- 
tomers. Three  regional  firms,  Alex. 
Brown,  Montgomery  Securities  and 
Robertson,  Stephens,  have  been 
acquired  in  the  past  year,  respective- 
ly, by  Bankers  Trust,  NationsBank 
and  BankAmerica.  The  three 
acquired  were  underwriters,  wanted 
in  good  part  for  their  distribution 
facilities.  Two  weeks  ago  First  Union 
in  Charlotte,  N.C.  announced  it  was 
buying  regional  broker  Wheat  First 
Butcher  Singer  for  $485  million. 
Wheat  First  doesn't  have  a  big 
underwriting  business — but  it  has  a 
strong  local  franchise. 

All  of  which  raises  a  question:  Are 
the  acquirers  in  danger  of  destroy- 
ing— or  at  least  damaging — what 
they  covet?  Acquired  by  Kemper 
Corp.,  Everen  Securities  was  losing 
money  and  many  of  its  top-produc- 
ing brokers  until  Kemper  threw  in 
the  towel.  After  a  management 
buyout  in  1995,  Chicago-based 
Everen  is  more  profitable  now  than  it 
ever  was,  with  plans  to  add  300  more 
brokers  by  2000.  In  November 
Boston-based  Tucker  Anthony  and 
San  Francisco-based  Sutro  &  Co. 
bought  themselves  back  from  John 
Hancock,  which  had  acquired  them 
in  1986.  The  combined  firm  will  be 
called  Freedom  Securities. 

Bigness  takes  you  only  so  far  in  the 
brokerage  business.  All  brokers  have 
access  to  the  same  information  tech- 
nology. And  anyone  can  sell  a  decent 
mutual  fund.  Regionals  aren't  under 
pressure  to  sell  iffy  proprietary  funds. 
They  have  none. 

Do  the  big  guys  have  access  to 
more  and  better  initial  public  offer- 
ings? The  IPOs  brought  to  market  in 
1994  and  1995  by  non-New  York- 
based  firms — a  rough  proxy  for 
regional  brokerages — have,  to  date, 


247 


THE  Mm 

Regional  brokers  an  acquirer  could  love 


Pnntnanv 

rfpcent 

Net  revenue't 

%  of  net  revenue 

Fixed  costs  ds 

Insider 

Return 

Price  / 

pries 

($mil) 

from  asset  management! 

%  of  npf  rpvpnupt 

/O  VI  II VI  1  vivllUw  1 

ownership 

on  equityt 

book 

Everen  Capital 

$32.31 

$537 

11% 

28% 

75% 

30% 

1.8 

Interra  Financial 

42.94 

626 

6 

24 

38 

23 

1.7 

Interstate/Johnson  Lane 

26.25 

188 

5 

27 

37 

13 

1.9 

Legg  Mason 

60.25 

596 

31 

23 

1  0 

18 

1  A 

14 

3.1 

McDonald  &  Co 

43.56 

252 

10 

24 

45 

16 

2.4 

Morgan  Keegan 

25.75 

269 

2 

20 

57 

22 

2.8 

Piper  Jaffray 

22.18 

537 

7 

34 

56 

5 

2.2 

Raymond  James 

28.13 

638 

11 

17 

49 

22 

2.2 

*Tolal  revenue  less  interest  expense.  tAs  of  last  fiscal  year. 

Sources:  Forbes;  company  annual  reports. 

The  best  brokers 
have  this  mix  of 
business:  asset 
management  to 
smooth  earnings, 
low  overhead  and 
heavy  employee 
ownership.  Don't 
blink,  or  they 
might  disappear. 


outperformed  those  brought  to 
market  by  big  New  York  firms. 

Each  quarter  Zacks  Investment 
Research  ranks  the  returns  of  the  rec- 
ommended stock  lists  of  the  coun- 
try's 16  largest  brokerages.  Regionals 
took  two  of  the  top  four  spots  in  six 
of  the  past  seven  quarters. 

All  this  is  well-known  to  the  folks 
in  Peoria,  111.,  Eau  Claire,  Wis.  and 
Sanford,  N.C.  Here  the  regionals 
have  the  home-field  advantage.  Dain 
Bosworth,  a  unit  of  Minneapolis' 
Interra  Financial,  has  top  market 
share  in  Rockford,  111.  Robert  W. 
Baird  &  Co.  has  a  significantly  higher 
piece  of  the  retail  business  than  Mer- 
rill Lynch  in  Milwaukee,  Baird's 
headquarters.  Baird  has  twice  as 
many  brokers  in  Wisconsin,  too. 

From  his  modest  office  in  Eau 
Claire,  Wis.  (pop.  85,000),  Mark 


Orgel,  36,  a  Dain  Bosworth  broker, 
manages  $500  million  in  customer 
assets,  ten  times  the  industry  average. 
Orgel  and  his  staff  of  four  have 
locked  up  a  third  of  the  local  market, 
more  than  Merrill  Lynch. 

Orgel  is  one  of  Dain's  top  ten 
major  producers,  but  a  third  of  his 
peers  in  the  top  ten  also  work  in 
smaller  cities  like  Madison,  Wis.  and 
Rockford,  111.  San  Francisco  or  Chica- 
go these  small  cities  are  not,  but 
there's  still  lots  of  wealth  tucked  away 
in  them. 

"There's  nothing  magical  to  it. 
Customers  can  stop  by,  have  a  cup  of 
coffee.  My  kids  go  to  school  and 
church  with  their  kids.  In  cities, 
people  like  anonymity;  here,  they 
don't,"  says  Orgel. 

Kel  Normann,  34,  is  a  top  broker 
for  Charlotte,  N.C. -based  Inter- 


state/Johnson Lane.  Normann  works 
in  little  Sanford,  N.C.  (pop.  15,000), 
smack  dab  in  the  middle  of  the  state. 
Normann  is  fourth-generation  San- 
ford. Everyone  in  town  remembers 
him  as  the  lifeguard  at  the  racquet 
and  swim  club.  Now  he  supervises 
more  than  $100  million  in  assets. 

"People  here  aren't  looking  for  a 
brand  name.  They  want  someone 
they  can  trust.  We  have  no  syndicate 
deal  of  the  month  or  bond  of  the 
month  or  quotas.  Just  conservative 
asset  management  and  consulting.  I 
don't  want  to  push  some  stock  on 
someone  and  then  run  into  them  in 
the  grocery  store  and  have  them  say, 
'Gee,  Kel,  the  stock's  down  four 
points!'  " 

Since  1976,  Everen's  H.L.  (Chap- 
pie) Chapman  has  sold  stocks,  bonds 
and  advice  from  his  office  in  Peoria, 
111.  (pop.  183,000).  Everyone  in 
town  knows  Chappie.  For  21  years 
he's  hosted  weekly  market  wrap-up 
shows  on  both  the  local  CBS  TV  and 
the  local  CBS  radio  affiliates.  Chap- 
pie's been  known  to  don  a  red  wig  a 
la  Dennis  Rodman  to  joke  about  a 
"hairy"  market. 

Don't  laugh — his  shtick  works. 
Chappie  has  some  $120  million  in 
customer  assets.  "I  don't  know  if 
Merrill  Lynch  would  let  me  do  the 
TV  and  radio  show,"  says  Chapman. 

However,  numbers  like  the  3.7 
times  book  value  that  BankAmerica 
paid  for  Robertson,  Stephens  are 
rather  hard  to  argue  with.  More 
regionals  are  likely  to  succumb  to 
takeover  offers. 

Says  Raymond  James  analyst 
Richard  Bove:  "They  may  all  be  gone 
in  5  to  10  years.  But  there'll  be  a 
boatload  of  new  regional  brokers  15 
years  from  now."  H 


Interstate/Johnson 
Lane  broker 
Kel  Normann 
Can't  trust  your 
broker?  Most 
everyone  in 
Sanford,  N.C. 
(pop.  17,000) 
knows — and 
trusts — Normann. 
He  used  to  be  the 
lifeguard  at  the 
town  racquet  and 
swim  club.  Now 
he  manages  more 
than  $100  million 
of  his  neighbors' 
assets. 
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She  can't  tell  her 
doctor  what's  wrong. 


We  Ccffl.  3M  Red  Dot™  monitoring  electrodes  help  give  doctors 


and  nurses  the  information  they  need  to  watch  a  newborn's  cardiac  signs.  The 
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Going  for 
the  action 

Most  real  estate  funds  own  high-yield  things  called 
REITs.  If  you  want  more  price  action,  take  a  look 
at  Longleaf  Partners  Realty  Fund. 


By  Mary  Beth  Grover 

Credit  the  American  obsession 
with  tax  avoidance.  When  people  go 
hunting  for  real  estate  on  Wall  Street, 
they  go  after  the  tax-favored  kind. 
They  buy  shares  in  real  estate  invest- 
ment trusts,  which  pay  no  corporate 
income  tax. 

CT.  Fitzpatrick,  lead  manager  of 
the  Memphis,  Tenn. -based  Longleaf 
Partners  Realty  Fund,  buys  the  other 
kind.  He  hunts  for  real  estate  compa- 
nies that  do  pay  corporate  income  tax. 
You're  more  likely  to  find  a  terrific 
buy  that  way,  he  says.  You're  also 
more  likely  to  find  a  smart  manager 
who  is  motivated  to  make  that  com- 
pany grow. 

Fitzpatrick  seems  to  be  onto  some- 
thing. His  $484  million  fund  is  up 
40%  since  its  inception  in  January 
1996.  It  is  one  of  the  top-performing 
real  estate  funds  tracked  by  Chicago- 
based  fund  raters  Morningstar,  Inc. 

Real  estate  investment  trusts  are  all 
the  rage  these  days,  and  the  average 
open-end  real  estate  mutual  fund  puts 
at  least  two-thirds  of  its  assets  into 
them.  Sure,  the  tax  advantage  is 
worth  a  little  something,  but  the 
resulting  popularity  of  REITs  makes 
them  no  great  bargain  these  days. 
Fitzpatrick  has  just  15%  of  his  fund 
in  REITs. 

Another  problem  with  REITs:  Their 
priority  is  paying  a  fat  dividend,  not 
making  the  portfolio  grow.  Indeed, 
some  are  sleep  :cs  that  are  con- 
tent to  collect  ;  hecks  from  a 
fixed  portfolio  an  roceeds  out 

to  shareholders. 

Contrast  WellsfoR  operties, 
Fitzpatrick's  second-  mg. 
Wellsford  Real  Prop  what 
remained  when  the  t\  itives 


running  Wellsford  Residential  Prop- 
erties Trust  sold  off  its  apartment 
building  REIT  to  Sam  Zell's  Equity 
Residential  last  May.  Wellsford  Real 
Properties  is  a  tax-paying  corporation. 
Its  most  important  asset  is  a  200-acre 
office  park  in  suburban  New  Jersey 
that  used  to  house  American 
Cyanamid.  What's  that  office  park 
worth  these  days? 

The  buildings  are  vacant  now,  but 
Wellsford  should  have  no  problem 
finding  tenants.  The  property  is 
zoned  for  drug  research  in  an  area 
where  such  zoning  is  hard  to  come 
by.  Fitzpatrick  figures  the  buildings 
can  be  rented  out  for  a  net  $13  a 
square  foot  at  the  very  least  (rent 
minus  property  taxes,  utilities,  main- 
tenance and  so  on).  A 
buyer  might  pay  16  times 
net  rent,  or  $200  a  square 
foot,  for  a  prime  property 
like  this.  That  $200  is  also 
close  to  the  probable 
replacement  value.  The 
number  translates  into  a 
price  of  $137  million. 

Wellsford  is  also  sitting 
on  a  hoard  of  cash  and 
securities  worth — if  you  subtract 
Wellsford's  debts — a  net  $168  mil- 
lion. Then  there's  a  big  intangible. 
Wellsford  has  zoning  permission  to 
add  another  1  million  square  feet  to 
the  property,  a  right  that  could  poten- 
tially add  $100  million  of  value  to  the 
company,  Fitzpatrick  says.  (That's  the 
excess  of  the  value  of  office  space  over 
the  cost  of  erecting  it.) 

Add  it  all  up,  and  you  have  a  pile  of 
assets  worth  maybe  $400  million,  or 
$21  per  Wellsford  share.  The  shares 
recently  closed  at  $12. 


In  the  wrong  hands  that  $100  mil- 
lion intangible  would  never  be  real- 
ized. The  key  point  here  is  that  Fitz- 
patrick likes,  as  much  as  the  balance 
sheet,  the  management — two  fellows 
named  Jeffrey  Lynford  and  Edward 
Lowenthal.  "They're  geniuses,"  he 
says,  alluding  to  the  $27  a  square  foot 
at  which  they  purchased  the 
Cyanamid  space. 

Fitzpatrick,  33,  inherited  the  real 
estate  bug.  His  father  owned  a  lot  of 
small  commercial  properties.  "I  dug 
ditches  and  picked  up  garbage  behind 
strip  centers  that  would  get  blown  out 
of  the  dumpsters,"  he  says.  Thank 
goodness  for  his  back,  he  came  under 
the  tutelage  of  Southeastern  Asset 
Management's  O.  Mason  Hawkins, 
one  of  the  country's  preeminent  value 
investors  (Forbes,  Apr.  27,  1992). 
Hawkins,  a  comanager  of  the  fund, 
sees  more  value  in  real  estate  than  in 
industrial  stocks.  Southeastern's  two 
other  stock  funds  are  closed  and  sit- 
ting on  sizable  cash  positions.  Signif- 
icantly, Hawkins,  Fitzpatrick  and 
other  insiders  have  $32  million  of 
their  own  money  in  Longleaf  Partners 
Realty  Fund. 

What  should  you  look  for  in  a  real 
estate  operating  company?  Start  with 
the  price  tag  that  Wall  Street  puts  on 
its  real  estate.  This  is  the  sum  of  the 
the  company's  net  debt  and  the  mar- 
ket value  of  the  common 
shares  outstanding.  In 
effect,  this  is  your  cash 
price  to  acquire  the  real 
estate,  assuming  you 
bought  the  whole  kit  and 
caboodle  and  paid  off  the 
mortgage. 

Now  see  what  return 
you  would  get  on  this 
hypothetical  cash  outlay. 
Calculate  net  operating  income — 
rent  less  building  operating  expenses. 
The  return  should  be  a  healthy  per- 
centage of  the  real  estate's  price  tag. 
Ideally  you  want  a  return  of  12%  or 
better.  Supertel  Hospitality,  a  chain 
of  motels  operating  under  the  name 
Super  8,  recently  closed  at  $10.  That 
price  implies  a  15%  net  operating 
income  return.  Fitzpatrick  owns  11% 
of  the  company. 

Not  all  real  estate  companies  are 
amenable  to  this  straightforward 
computation.  Fitzpatrick's  largest 


<(I  dug  ditches 
and  picked 
up  garbage 
behind  strip 
centers. . . 
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position,  at  9%  of  the  fund,  is  Ca- 
tellus  Development,  whose  real  value 
is  in  bare  land.  The  company  owns 
837,000  acres,  including  313  acres 
of  waterfront  in  downtown  San 
Francisco  and  the  last  big  undevel- 
oped parcel  in  Silicon  Valley. 
Fitzpatrick  appraises  the  outfit  at 
$3.75  billion.  It  trades  (debt  plus 
market  value  of  common  stock)  at 
only  $2.6  billion. 

Fitzpatrick  is  also  hot  on 
International  House  of  Pancakes. 
"ihop  is  a  real  estate  company  dis- 
guised as  a  restaurant,"  says  Fitz- 
patrick. As  such,  the  firm  is  followed 
by  Wall  Street's  restaurant  analysts. 
But  the  key  to  ihop's  success  is  that 


it  leases  the  properties  used  by  its 
franchisees.  The  company  recently 
traded  at  $35.  Fitzpatrick  says  it  is 
worth  at  least  $55  a  share.  Besides  a 
healthy  operating  income  stream,  the 
company  has  growth:  It  is  opening 
about  65  restaurants  a  year,  on  which 
it  makes  35%  off  its  investment,  he 
figures. 

Note  how  income  taxes  are 
ignored  in  Fitzpatrick's  calculations. 
Yes,  publicly  traded  real  estate  corpo- 
rations and  restaurant  chains  do  gen- 
erally have  to  pay  income  tax.  But  the 
tax  number  is  usually  not  large. 
There  is,  after  all,  depreciation  to 
shelter  some  of  the  cash  flow  from 
the  rent  or  the  pancakes.  Better  off  to 


incur  some  taxes  than  to  be  obsessed 
with  avoiding  them,  which  could 
lead  you  into  an  overpriced  REIT. 

You  really  want  to  think  taxes? 
Stop  worrying  about  the  corpora- 
tion's taxes.  Think  of  your  own.  If 
you  hold  a  typical  REIT  (or  a  mutual 
fund  that  buys  REITs),  you  are  going 
to  get  a  fat  dividend,  most  of  which 
will  be  taxed  at  ordinary  income  tax 
rates.  In  Fitzpatrick's  fund  the  yield 
is  negligible.  You  are  going  for  capi- 
tal gains  taxed  at  low  rates. 

The  no-load  fund  has  a  reasonable 
expense  ratio  of  1.2%.  Minimum 
investment  is  $10,000  on  direct  pur- 
chases, and  less  via  discount  brokers 
like  Charles  Schwab.  BB 
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See-no-evil 

stocks 


Investors  are  now  paying  more  than  two  times  a  company's  expected  growth  rate 
for  many  stocks.  Optimism  is  one  thing,  but  it's  definitely  getting  out  of  hand. 


By  Gretchen  Morgenson 


n 

lj 


High  hopes  for  stocks... 


1.5 


S&P  500  estimated  P/E  ratios  versus 
expected  5-year  EPS  growth  rate 


1.0 


•91    '92    '93    '94  '95 


'96  8/97 

Source-.  IBES  Inc. 
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Source:  Morgan  Stanley  Dean  Witter. 


Everybody  knows  stocks  aren't  cheap.  But  how  many 
investors  realize  just  how  expensive  some  of  their  beloved 
shares  really  are? 

An  old  and  worthwhile  rule  of  thumb  is  that  a  stock 

should  sell  at  about 

make  for  rock-bottom  returns  its  expected  growth 

Jl  ;  ,  rate.  That  is,  if  earn- 
ings are  expected  to 
grow  at  15%  a  year, 
the  stock  is  entitled 
to  a  price/earnings 
ratio  of  1 5 . 

Fact:  An  aston- 
ishing number  of 
big- capitalization 
stocks  are  currently 
trading  at  valuations 
greater  than  two 
times  their  five-year 
expected  growth 
rates.  To  get  an  idea 
of  just  how  out  of  line 
these  prices  are,  consider 
this:  Now,  with  the  market 
near  an  alltime  high,  the 
s&P  500's  price/earnings 
multiple  is  a  little  over  1 .4 
times  the  index's  five-year 
nam  earnings  growth  estimates. 

In  short,  these  favored 
stocks  command  prices  as  much  as  three  times  higher 
than  the  rule  of  thumb  suggests  they  should. 

These  out-of-sight  stocks  include  H.J.  Heinz,  Procter 
&  Gamble,  Dow  Jones  &  Co.,  Texas  Instruments,  Gen- 
eral Mills,  Goodyear  Tire  &  Rubber  and  Warner-Lambert 
(see  table  starting  on  page  254).  The  list  is  heavy  with  food 
processors,  soft-drink  manufacturers,  semiconductor 
makers,  chemical  and  drug  companies. 

In  more  normal  times,  investors  preferred  to  buy  shares 
in  companies  whose  fortunes  were  expected  to  improve 
in  coming  years.  They'd  shop  for  companies  whose  future 
earnings-growth  rates  were  expected  to  exceed  current 
price/earnings  multiples.  But  these  are  not  normal  times. 
The  folks  who  are  buying  these  shares  are  contentedly 
closing  their  eyes  to  ordinary  standards  of  value.  Call 


Investors  today  are  happy 
to  pay  just  over  1.4  times 
the  S&P's  future  growth 
rate,  left.  Historically, 
however,  stocks  trading 
at  a  discount,  above,  far 
outrun  their  richer  brethren. 
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Why  is  it 

CALLED  A 
FAIRWAY? 

There's  nothing 
fair  about  it. 

Sand  traps,  the  rough,  and  water 
hazards  lie  ahead.  It  hardly  seems  fair. 

Golf  is  like  business.  No  matter  how  hard 
you  strive  to  avoid  the  pitfalls,  they're 
always  there.  And  fair  has  nothing  to  do 
with  it. 

In  today's  competitive  business  environment, 
attracting  and  retaining  the  very  best 
executives  and  directors  is  critical  for 
success. 

Having  an  effective  executive  compensation 
strategy  has  never  been  more  important. 

Since  1978,  Compensation  Resource 
Group  has  specialized  in  compensation 
and  benefits  programs  for  top  corporate 
executives  and  directors. 

At  CRG,  we  can  keep  your  company's 
executive  compensation  and  benefits 
program  on  course. 

CRG 

Compensation  Resource  Group,  Inc. 
The  first  name  in  executive  compensation  asd  benefits  consulting 

199  South  Los  Robles  Avenue,  Suite  600 
Pasadena,  California  9i  101 
Telephone  (800)  405-0911 
Facsimile  (626)  405-0390 
www.crgworld.com 

Atlanta  •  Boston  •  Chicago  •  Cleveland  • 
Dallas  •  Denver  •  New  York  •  Phoenix  • 
San  Francisco  •  Seattle  •  Washington,  D.C. 
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STATISTS!.  SPOTLIGHT 

Fast-paced  stocks  on  a  slow-growth  track... 


Company/business 

— Price — 

Price/ 

5-year  EPS  growth 

Dr  in  0  / 

rricc/ 

S3lGS 

MurUot 

tYiarKci 

Price/ 

recent 

— 12-month — 

earnings* 

estimated 

historical 

book 

($mil) 

value 

sales 

.  Illgll 

Inui 
IUW 

 annualized — 

($mil) 

Aluminum  Co  of  America/aluminum 

$86.44 

*on  c  o 

$89.63 

$55.  lb 

21.5 

1  n  co/ 

IU.5% 

cc  10/ 

5b. 1% 

3.3 

$13,289 

$15,034 

1.1 

AMP/electrical  connectors 

50.38 

53.81 

00  00 

32.88 

30.2 

110 

11.8 

110 
11.9 

3.9 

5,600 

11,064 

2.0 

AON/life  &  health  insurance 

51.38 

5b. 13 

0  1  00 

31.83 

28.8 

11c 
11.5 

5.4 

3.2 

4,793 

8,575 

1.8 

ARCO  Chemical/chemicals 

43.19 

cn  7c 
oU./b 

Art  00 
4U.00 

20.9 

7  c 

1.0 

1  C  0 

Ib.o 

2.2 

3,920 

4,188 

1.1 

Ashland/oil  &  gas 

50.88 

CO  00 
3,3.00 

OC  7C 

ob./b 

18.9 

b.o 

0  n 

2.0 

13,526 

3,777 

0.3 

Baxter  International/health  care  products 

54.94 

cn  oc 
bUVb 

OQ  1  7 
00.1/ 

33.4 

13.8 

0  7 

L.I 

6.3 

5,816 

15,355 

2.6 

H&R  Block/tax  preparation  services 

38.75 

A  0  0  c 

42.25 

00  CO 

2o.oo 

34.1 

1  A  0 

14.8 

A  C 

-4.5 

4.0 

1,930 

4,034 

2.1 

Bristol-Myers  Squibb/pharmaceuticals 

76.75 

OQ  CO 

oo. bo 

AO  A  A 

40.44 

24.7 

11c 
11.6 

7  c 

/.5 

11.2 

15,809 

76,501 

4.8 

Campbell  Soup/food  processing 

47.63 

52.81 

00  nn 
32. UU 

29.0 

100 
12.3 

0/1  0 

34.6 

14.2 

7,879 

21,905 

2.8 

Centocor/biotechnology 

43.25 

a  a  nn 
44. UU 

00  00 
23.38 

144.2 

c  1  n 

51.0 

NA 

12.5 

182 

3,013 

16.6 

Chiron/biotechnology 

23.00 

00  "7C 

2o./5 

1 7  00 
1/.38 

60.5 

00  7 

CO  7 

b3./ 

5.0 

1,355 

3,977 

2.9 

CloroxVhousehold  products 

68.38 

7n  cn 
/U.aU 

a  c  nc 
4b. Ub 

26.6 

10c 
12.5 

100 
12.2 

6.9 

2,533 

7,068 

2.8 

Coca-Cola/soft  drinks 

59.69 

TOCO 

/2.bo 

AC  00 

4b. 88 

36.4 

17c 
l/.fa 

1 0  c 
18.5 

20.4 

18,249 

148,047 

8.1 

Colgate-Palmolive/household  products 

65.63 

70  CO 

a  n  nc 
4U.Ub 

28.0 

10c 
13.5 

7  c 
/.b 

11.9 

8,976 

19,372 

2.2 

CPC  International/food  processing 

88.25 

1  no  cn 
1U3.5U 

CO  oc 
b8.25 

25.5 

110 
11.8 

0  0 
8.9 

7.3 

9,175 

12,672 

1.4 

CVS/drugstores 

56.50 

C7  0/1 

b/.y4 

oc  00 
00.00 

53.6 

10c 
18.5 

17/1 
-1/.4 

5.2 

9,228 

9,597 

1.0 

Digital  Equipment/computers 

45.13 

A  7  0  1 

4/. 81 

oc  nn 
25. UU 

29.4 

10.  u 

10c 
-18.5 

2.0 

13,047 

6,896 

0.5 

RR  Donnelley  &  Sons/printing 

40.13 

A^   7  C 

41. /b 

00  00 
29.38 

24.8 

inn 

0  c 

3.5 

3.6 

6,475 

5,870 

0.9 

Dow  Jones  &  Co/financial  publishing  &  data 

42.94 

AC  1  0 

4b. 13 

01  00 
31.88 

29.3 

1  n  0 

10.3 

0  0 
8.3 

1.9 

2,513 

3,182 

1.3 

DSC  Communications/communications  equipment 

28.50 

01  7C 

ol./b 

10C0 

12. b3 

53.8 

21.0 

1  c  n 

15.0 

2.8 

1,446 

3,347 

2.3 

Enron/natural  gas 

36.94 

ai  cn 
4/.50 

oc  cr 
35. 5o 

30.3 

1  A  0 

14.3 

10/1 
12.4 

2.5 

15,858 

9,424 

0.6 

Genentech/biotechnology 

57.00 

CO  oc 

by  Vb 

0  nn 
bAUU 

59.1 

on  1 

20.1 

AC  C 

46. b 

3.7 

973 

7,022 

7.2 

General  Electric/multi-industry 

64.13 

7C  0  1 

/5.81 

Art  00 
4U.88 

26.5 

1  0  n 

12.9 

10c 
12.6 

6.6 

85,169 

209,438 

2.5 

General  Mills/food  processing 

66.00 

7 1  cn 
/l.bU 

c^  00 
54.08 

21.5 

1  n  7 
10./ 

A  C 

-4.5 

16.5 

5,547 

10,638 

1.9 

Gillette/personal  products 

85.25 

i  nc  oo 
lUb.oo 

CO  00 

b2.88 

37.9 

17.8 

17  7 

17.7 

9.8 

9,832 

47,722 

4.9 

Goodyear  Tire  &  Rubber/tires 

62.94 

cc  c c 

bo.bb 

A  0  10 

43.13 

22.5 

9.6 

16.1 

2.8 

13,087 

9,817 

0.8 

Guidant/cardiological  equipment 

90.88 

93.50 

40.00 

41.0 

18.8 

NA 

13.4 

1,077 

6,734 

6.2 

HJ  Heinz/food  processing 

42.25 

47.50 

31.25 

28.6 

10.3 

17.2 

6.4 

9,357 

15,629 

1.7 

Hershey  Foods/food  processing 

55.19 

58.94 

42.13 

26.6 

11.2 

10.2 

7.0 

4,170 

8,432 

2.0 

Host  Marriott/food  services 

19.75 

21.25 

13.25 

123.4 

20.0 

NA 

3.4 

957 

4,016 

4.2 

Intl  Flavors  &  Fragrances/additives 

52.94 

53.25 

39.88 

25.5 

11.0 

6.7 

5.6 

1,443 

5,785 

4.0 

*Recent  price  divided  by  average  of  latest  12-month  earnings  and  estimated  earnings  for  the  current  fiscal  year.  tPrices  adjusted  for  2-for-l  split  effective  Sept.  3.  NA:  Not  available. 


Source:  Market  Guide  and  IBES  Inc.  via  OneSource  Information  Services. 


Investors  have  bid  up  prices  of  these  large  companies- 
market  value  of  at  least  $3  billion  or  sales  of  $5  billion— 
to  at  least  double  the  five-year  earnings  growth  Wall  Street 
expects  from  them.  Great  expectations,  sure  to  be  unmet. 


them  see-no-evil  stocks. 

As  a  result,  many  companies  that  are  scarcely  great 
growth  stocks  are  selling  at  obscene  price/earnings  ratios. 
Drug  and  toiletries  distributor  McKesson  Corp.,  for 
instance,  fetches  a  price  of  29  times  trailing  earnings. 
Investors  give  packaged  goods  giant  Procter  &  Gamble  a 
multiple  of  almost  28  times  latest  12-month  earnings. 
And  chewing  gum  manufacturer  Wm. 
Wrigley  Jr.'s  multiple  is  a  breathtak- 
ing 33. 

Even  where  p/es  look  relatively 
reasonable,  they  arc  frequently  out  of 
line  with  growth  rates.  Republic  New 
York,  a  banking  concern,  looks  cheap 
on  a  p/e  basis,  trading  at  14  times 


trailing  earnings.  But  the  average  of  its  latest  12-month 
p/e  and  estimated  current  fiscal  year  p/e  is  more  than  two 
times  its  anticipated  five-year  growth  rate.  Cereal  giant 
General  Mills  trades  roughly  in  line  with  the  market,  but 
at  double  its  growth  rate. 

One  reason  why  investors  may  be  willing  to  pay  up  for 
some  of  the  companies  on  our  list — Campbell  Soup,  Col- 
gate-Palmolive and  General  Electric, 
for  example — is  that  their  earnings 
have  been  more  predictable  than 
many  companies'.  But  what  is  pre- 
dictability worth  in  the  real  world? 
Not  a  lot.  Even  the  most  reliable 
earnings  stream  can  sometimes  dry 
up.  Think  of  the  hits  Coca-Cola  and 


Once  upon  a  time,  investors 
refused  to  pay  more  for 
a  stock  than  its  expected 
growth  rate.  Not  anymore. 

WOK  .:• 
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IRE  RICH 


The  Guardian  Life  Insurance 
representatives  have  worked for 
137 years  to  protect  families  and 
help  them  accumulate  wealth. 


The  Guardian  life  Insurance  Cornparfy  of  Amenu 


e.j^nuB  South,  New  York.  M  10003 


You  can  sleep  like  a  baby  when  your  Guardian 
representative  helps  you  plan  your  future.  For  • 
example,  with  a  Guardian  Whole  Life  Insurance 
policy,  your  cash  value  accumulation  will  keep 
on  growing  tax-deferred  until  retirement. 

Your  Security  Blanket. 

The  Guardian's  consistent,  outstanding  financial 
performance  over  the  past  137  years  has 
provided  the  financial  strength  to  protect  its 
policyowners,  pay  excellent  dividends  and  deliver 
personal  services  which  are  second  to  none* 

It's  never  too  early,  or  too  late,  to  plan  for  your 
future.  For  a  financially  comfortable  retirement, 
now  is  the  perfect  time  to  meet  with -your 
Guardian  representative. 

Call  1-800-662-1006 

or  visit  us  at  www.theguardian.com 

^  The  Guardian® 

The  Intelligent  Choice" 

Since  1860 

Life  Insurance  •  Employee  Benefits  &  401  (k) 
Disability  •  Mutual  Funds  &  Variable  Annuities** 


•Financial  information  for  The  Guardian  Life  Insurance  Company  of  America 
as  of  12/31/96;  Assets  =  $12.1  billion;  Liabilities  =  $10.9  billion  (includes 
$8.5  billion  in"  reserves),  Surplus  =  $1 .2  billion. 

**401(k)  products  and  variable  annuities  are  issued  by  The  Guardian  Insurance 
&  Annuity  Company,  Inc.  (GIAC),  a  wholly  owned  subsidiary  of  The  Guardian  Life 
Insurance  Company  of  America,  New  York,  N.Y.  Securities  products  are.  distributed 
by  Guardian  Investor  Services  Corporation  (GISC),  201  Park  Avenue  South,  New 
York,  N.Y,  1-800-221-3253;  Member  NASD,  SIPC.  GISC  is  an  indirect  wholly 
owned  subsidiary  of  The  Guardian  Life  Insurance  Company  of  America. 
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STATISTICAL  SPOTLIGHT 
...are  accidents  waiting  to  happen 


Company/business 

recent 

— Price  

—12-month— 
high  low 

Price/ 
earnings 

5-year  EPS  growth 
estimated  historical 
 annualized — 

Price/ 
book 

Sales 

Market 

value 

($mil) 

Price/ 
sales 

KpllncTff'fnnri  nrnrpssinp 

$46.38 

$50.50 

$31.00 

38.9 

10.7% 

4.0% 

16.7 

$3,324 

$19,139 

5.8 

Mattpl/tfivs 

III  a  I IC  i/ 1  u y  0 

34.38 

36.25 

23.38 

31.3 

15.2 

17.1 

6.1 

4,089 

10,022 

2.5 

MrKpssnn/r!i hp  distrihntinn 

ITI  U  l\w  J  3  Vr  11/  U  1  U  IC    UIJll  IUUUUII 

93.75 

95.00 

42.00 

38.4 

15.6 

1.8 

3.2 

14,559 

4,305 

0.3 

MpQH/nQ  npr 

69.25 

72.81 

49.75 

23.2 

9.1 

22.3 

1.6 

4,839 

3,616 

0.7 

Mprrantilp  Banrnrn/hankinp 

68.50 

71.25 

47.25 

18.1 

8.8 

8.3 

2.9 

1,479 

5,943 

4.0 

MirrfKfift/snftwarp 

136.50 

150.75 

60.31 

47.1 

23.0 

31.1 

19.9 

11,358 

163,572 

14.4 

Minnesota  Mining  &  Mfg/m ult i-i nd ustry 

92.69 

105.50 

65.63 

23.5 

11.4 

9.5 

6.1 

14,777 

38,509 

2.6 

Ndtion3l  Ssmiconductor/sG  mi  conductors 

36.06 

37.56 

15.13 

38.6 

14.6 

8.3 

3.0 

2,507 

5,253 

2.1 

Nordstrom/dGpartment  stores 

60.13 

62.50 

33.88 

27.0 

12.7 

6.4 

3.3 

4,613 

4,629 

1.0 

IT  Ppnnpu/ripnartmpnt  stnrps 

60.75 

62.31 

44.88 

21.5 

9.9 

3.5 

2.3 

27,558 

15,060 

0.5 

PpnsiHn/snft  drinks 

i  vpoiuui  oui  i  ultimo 

36.38 

39.75 

28.00 

32.0 

14.7 

9.4 

8.4 

31,809 

55,673 

1.8 

Pfizer/hfislth  care 

55.63 

64.75 

35.00 

34.3 

16.0 

17.3 

10.0 

11,877 

71,902 

6.1 

Procter  &  GsmbleVhousehold  products;  foods 

68.13 

77.56 

43.75 

26.4 

12.8 

13.3 

8.8 

35,764 

92,297 

2.6 

RaKtnn  Purine  Grnnn/animal  fppfK 

naioiuii  ■  ui  uiu  ui  uup'  U  1  1  1  1  1 1  O  1   i  1 1  U  j 

91.50 

92.25 

61.25 

23.9 

11.7 

0.1 

12.4 

6,376 

9,749 

1.5 

Republic  New  York/banking 

108.00 

115.81 

65.38 

17.8 

8.6 

11.2 

2.0 

3,009 

5,920 

2.0 

RpvnnlrR  MptaK/alnminiirn 

llblMUIUO   IllbluU'  C1IUIIMIIUIII 

75.31 

79.75 

50.38 

32.3 

9.9 

15.0 

2.1 

6,954 

5,553 

0.8 

Ryder  System/truck  leasing 

36.00 

36.75 

26.88 

32.0 

11.6 

6.2 

2.5 

5,494 

2,750 

0.5 

St  Jude  Medical/heart  valves 

38.63 

43.25 

28.75 

35.3 

16.9 

5.6 

3.7 

918 

3,547 

3.9 

Schering-Plough/pharmaceuticals 

49.44 

54.75 

27.25 

26.6 

12.8 

16.3 

14.2 

6,084 

36,221 

6.0 

Stanley  Works/tools 

43.13 

47.38 

23.63 

39.4 

11.3 

12.3 

5.4 

2,679 

3,838 

1.4 

Synovus  Financial/banking 

25.44 

29.00 

15.75 

28.1 

12.6 

16.9 

5.6 

676 

4,443 

6.6 

Teradyne/tGsting  ecju i pment 

55.56 

57.00 

14.50 

49.6 

18.3 

48.1 

5.3 

1,041 

4,631 

4.4 

Texas  Instruments/semiconductors 

115.56 

131.31 

43.63 

50.4 

19.2 

22.4 

5.0 

9,688 

22,153 

2.3 

Total  System  Services/bank  card  data  processing 

23.25 

34.63 

21.75 

66.4 

21.0 

19.7 

15.4 

339 

3,007 

8.9 

Walgreen/drugstores 

27.31 

29.94 

16.19 

31.8 

14.6 

14.0 

5.9 

12,978 

13,446 

1.0 

Warner-Lambert/pharmaceuticals 

132.06 

147.25 

56.50 

43.7 

16.8 

2.7 

13.3 

7,355 

35,911 

4.9 

Waste  Management/waste  disposal  services 

32.50 

37.50 

28.00 

25.3 

10.9 

2.0 

3.5 

9,237 

14,774 

1.6 

Westvaco/forest  products 

34.00 

35.38 

25.00 

20.5 

7.6 

20.2 

1.5 

2,997 

3,467 

1.2 

Weyerhaeuser/forest  products 

59.38 

63.94 

42.63 

32.9 

10.1 

9.2 

2.6 

11,140 

11,839 

1.1 

Winn-Dixie  Stores/supermarkets 

35.44 

42.38 

29.88 

24.0 

10.4 

1.9 

3.9 

13,219 

5,276 

0.4 

William  Wrigley  Jr/chewing  gum 

73.63 

77.31 

52.88 

32.5 

12.6 

13.1 

7.0 

1,910 

6,801 

3.6 

'Recent  price  divided  by  average  of  latest  12-month  earnings  and  estimated  earnings  for  the  current  fiscal  year.  tPrices  adjusted  for  2-for-l  split  effective  Sept.  22. 


Source:  Market  Guide  and  IBES  Inc.  via  OneSource  Information  Services. 


Gillette  have  taken  this  year  when  they  produced  earnings 
disappointments. 

David  Lipshutz,  investment  strategist  at  Morgan  Stan- 
ley Dean  Witter,  recently  did  an  interesting  exercise.  He 
compared  the  returns  of  stocks  valued  well  above  their 
expected  growth  rates  with  those  trading  below.  Lipshutz 
tracked  the  1,000  largest  capitalization  stocks  in  the 
market  going  back  to  1986.  What  did  he  find?  Buying  a 
portfolio  of  the  cheapest  stocks — those  trading  at  dis- 
counts to  their  future  earnings  growth  rates — produced 
annual  average  returns  of  21.7%.  Buying  stocks  trading  at 
the  greatest  premiums  to  their  growth  rates  returned  only 
4.3%  annually  during  the  period  (see 
chart,  p.  252). 

Note  well:  There's  exactly  zero 
room  for  an  earnings  stumble  in  any 
of  these  highfliers.  The  estimates  on 
which  their  high  prices  are  pegged 
come  from  Wall  Street  analysts,  a 
gang  notorious  for  its  optimism.  For 


instance,  Lipshutz  reckons  the  earnings  growth  rate  for 
the  s&r  500  will  come  in  at  around  7.5%  this  year.  But 
consensus  estimates  for  companies  in  the  index,  as  report- 
ed by  ibes,  have  earnings  increasing  by  11%.  And  what 
securities  analyst  is  ever  held  accountable  for  missed  esti- 
mates he  or  she  made  five  years  earlier? 

We've  had  plenty  of  warnings  lately  about  what  hap- 
pens to  high-growth  stocks  when  their  earnings  disap- 
point. What  people  seem  to  have  forgotten  is  that  when 
you  are  projecting  earnings  out  five  years  and  more,  the 
chances  of  an  accident  are  very  high  indeed,  even  for  the 
smartest  and  best-run  companies. 

Buying  overpriced  stocks  because 
you  think  they'll  become  even  more 
expensive — the  Greater  Fool 
theory — has  worked  out  pretty  well 
in  recent  markets.  But  don't  bet  on  it 
continuing  to  work  forever.  As  the 
p/es  mount  higher,  the  game  gets 
riskier.  m 


Investors  may  be  paying 
for  predictable  earnings. 
But  even  the  most  reliable 
earnings  stream  can  dry  up. 
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0  BY  LAURA  SAUNDERS 


The  perils 
of  dying  rich 

Do  you  have  a  fat  retirement  plan?  A  charitable 
bequest  in  your  will?  With  the  new  tax  bill 
you  may  need  to  update  your  estate  plan. 


One  of  the  unambiguously  favor- 
able provisions  in  the  otherwise 
wretched  tax  act  Congress  just  passed 
is  the  repeal  of  the  15%  surtax  on 
large  retirement  plans — iRAs,  401(k) 
plans  and  Keoghs.  Are  you  taking  full 
advantage  of  this  repeal?  Better  take 
another  look  at  your  estate  plan. 

If  you  were  going  to  leave  retire- 
ment plan  money  to  a  charity,  you 
might  have  been  dis- 
couraged by  that  1 5% 
surtax.  The  surtax  hit 
savers  with  "too 
much"  in  their  tax- 
sheltered  plans,  too 
much  being  defined 
by  a  complicated  for- 
mula that  very  rough- 
ly translates  into  clob- 
bering anyone  with 
assets  of  $1  million  or 
more.  One  of  the 
problems  with  the 
surtax  was  that  there 
was  no  deduction  for 
gifts  of  retirement 
assets  to  charities. 

With  the  surtax  out 
of  the  picture,  it's 
time  to  take  another 
look  at  charitable  bequests. 

With  the  new  tax  bill  now  in  force, 
your  retirement  plans  should  be  the 
first  place  to  look  for  assets  to  fund 
such  bequests,  says  Michel  Kaplan  of 
Sherrard  &  Roe  in  Nashville.  Such 
donations  not  only  benefit  a  charity, 
they  also  reduce  both  income  and 
estate  taxes  for  your  heirs. 

Suppose  you  have  $2  million  in  a 
rollover  IRA,  most  of  it  to  be  left  to 
your  children.  You  also  have  $50,000 


in  cash  that's  intended  for  the  Salva- 
tion Army. 

The  children  will  first  owe  estate 
tax  on  the  IRA  money.  At  a  50%  tax 
rate,  that  will  cut  the  inheritance  to 
$1  million.  Then  they  will  owe 
income  tax  as  they  take  the  money 
out  of  the  IRA.  The  combined  duties 
could  easily  leave  them  with  less  than 
25  cents  on  the  dollar.  Of  your  $2 


million,  your  heirs  will  get  just 
$500,000. 

A  better  way:  Leave  $50,000  of 
the  IRA  to  the  Salvation  Army.  Leave 
the  children  the  cash  plus  the  balance 
of  the  IRA.  That  will  cut  the  kids' 
future  income  tax  bills  a  little. 

How  does  this  maneuver  compare 
with  a  gift  while  you  are  alive?  It's  a 
wash.  That  is,  if  you  are  sure  you 
want  to  part  with  the  $50,000,  you 
could  take  $50,000  out  of  the  IRA 


and  write  a  check  to  the  Salvation 
Army.  The  income  tax  deduction  you 
get  for  the  donation  wipes  out  the 
$50,000  of  income  created  by  the  IRA 
distribution  (provided  you  don't 
bump  up  against  any  other  deduction 
limits  on  charitable  contributions). 

There  are  reasons,  though,  for 
making  the  donation  effective  at  your 
death.  You  might  change  your  mind. 
Or  you  might  live  to  1 10  and  need 
the  money. 

In  the  days  of  the  hated  15% 
surtax,  estate  planners  often  shied 
away  from  recommending  charita- 
ble bequests  of  IRA  assets  because 
such  bequests  could  gum  up  the 
rest  of  the  estate.  How?  By  making 
it  hard  for  a  surviving  spouse  to 
postpone  the  surtax  on  his  or  her 
share  of  the  IRA. 

With  the  surtax  erased  from  the 
statute  books,  donors  can  plan  with  a 
freer  hand. 

You  could,  for  example,  instruct 
the  custodian  of  your  $2  million  IRA 
to  carve  out  a  $50,000  portion  into 
a  second  account, 
with  the  Salvation 
Army  as  the  beneficia- 
ry. This  move  may 
slightly  increase  the 
minimum  annual 
withdrawal  that  you 
are  required  to  make, 
but  we  are  assuming 
you  can  live  with  that. 

If  you  want  to 
change  the  beneficiary 
on  the  $50,000 
account  later,  that  is 
W  easy  to  do  (although 
the  acceleration  in 
your  mandatory  pay- 
outs cannot  be 
undone).  Alternative- 
ly, if  you  don't  want 
the  charity  to  get  any 
money,  just  tap  the  charity's  IRA  for 
your  annual  distributions.  Remember 
that  required  IRA  payouts  can  come 
from  any  account;  they  don't  have  to 
be  apportioned. 

Note:  Some  IRS  sponsors,  includ- 
ing Schwab  and  Vanguard,  permit 
you  to  maintain  multiple  IRAs.  Some 
don't.  We're  not  sure  what  Fidelity's 
policy  is:  We  got  conflicting  answers 
from  its  retirement  department 
experts.  -L.S.  WM 
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ow  to  play  hard  and  win 
torn  someone  who  knows. 


What  does  it  take  to  be  the  best  in 
the  world?  For  a  guy  like  Pete  Sampras, 
it's  a  total  commitment  to  stay  at  the 
top  of  his  game.  Demanding  the  most 
f  himself  and  those  around  him. 
That's  why,  when  it  comes  to  personal 
transportation,  Pete  Sampras  demands 
the  best— Executive  Jet. 

At  Executive  Jet,  we  not  only  invented 
fractional  jet  ownership,  we've  spent 
en  years  perfecting  it.  Today,  we're 
e  world  leader,  providing  the  largest 
eet,  the  best  aircraft  and  unparalleled 
ervice.  Through  our  Netjets®  program, 
e  can  have  your  aircraft  ready  and 
airing  at  any  one  of  5,000  airports  in 
ess  than  six  hours.  Any  day  of  the 
ear.  Guaranteed. 
It's  the  kind  of  commitment  to 
cellence  that's  won  over  demanding 
stomers  like  Pete  Sampras.  Why 
ot  join  him?  Call  today  and  find  out 
ow  easy  and  affordable  the  ultimate 
in  personal  transportation  can  be. 
8oo«82i-2299. 


Judge  a  company  by  the  customers  it  keeps.  EXGCUtlVG J&t 


N  £  T  J   E   T  S 


diets  and  Netjets  Europe  are  products  of  Exei  uLivc  Jet.  Gulfstream  Shares  '  is  a  product  of  Executive  Jet  and  Culfstream;  Fractional  aircraft  shares  are  available  in  small,  mid-range  and  large  cabin 
business  kitsiinduding  tlie  Citation  SI  I,  Citation  V  Ultra,  Citation  VII,  Hawker  800XP,  Hawker  1000,  Citation  X  and  Gulfstream  IV-SK 


■  I!  f J  U  1  mlv  hriviiiinur 


How  much  buck 
for  the  bang? 

Don't  look  at  a  money  management  firm's  return 
in  isolation.  Look  at  the  volatility  it  incurred  to  get 
that  return.  Case  in  point:  bond  portfolio  managers. 

By  David  P.  Goldman 

What's  the  goal  of  a  money  man-  during  bear  markets? 

ager?  Hit  the  top  of  the  (raw)  per  for-  Most  customers  want  both,  of 

mance  chart?  Or  preserve  capital  course.  But  these  are  conflicting 
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goals:  There  is  an  inevitable  tradeoff 
to  be  made  between  doing  well  in 
bull  markets  and  doing  well  in  bear 
ones.  The  consequence  is  that  nei- 
ther goal — high  return  and  low 
volatility — can  be  looked  at  in  isola- 
tion. You  have  to  look  at  the  two 
simultaneously. 

I  have  done  that  for  one  category  of 
investment  management  in  the  chart 
on  page  262.  The  category  is  institu- 
tional managers  of  taxable,  long-term 
bond  portfolios.  Return  here  is  the 
average  annual  return  (before  man- 
agement fees)  over  the  past  five  years. 
Risk  is  defined  as  the  annualized  stan- 
dard deviation  of  returns. 

I  got  the  data  from  the  Web  site 
of  Pensions  &  Investments  (www. 
pionline.com).  You  could  go 
through  the  same  exercise  for  69 
other  investment  styles,  including 
various  equity  categories.  The  site 
provides  risk  and  return  comparisons 
for  1,300  managers. 

There  is  no  right  answer  to  the 
question:  How  much  return  is 
enough?  Or,  how  much  risk  is  too 
much?  That  is  as  much  a  matter  of 
personal  psychology  as  anything  in 
portfolio  theory.  But,  whatever  your 
tolerance  for  risk,  you  know  this:  You 
would  rather  be  in  die  upper-left-hand 
corner  of  the  chart  than  in  the  lower- 
right-hand  corner.  To  put  this  same 
point  another  way:  For  any  given  level 
of  return,  less  volatility  is  better  than 
more.  For  any  given  level  of  volatility, 
more  return  is  better  than  less. 

Investors  should  pay  close  atten- 
tion to  volatility  for  two  reasons.  Low 
volatility  means  that  your  principal 
will  be  there  to  spend  when  you  want 
to  spend  it.  That  is  why  investment 
advisers  typically  recommend  low- 
volatility  assets,  such  as  bonds,  to 
investors  approaching  retirement. 

Second,  a  fund's  volatility  can  help 
you  decide  whether  a  manager  is 
good  or  just  lucky.  Over  a  five-year 
period,  the  virtues  and  vices  of  a 
management  style  usually  come  out 
in  the  numbers. 

In  long-duration  bond  funds,  all 
managers  are  subject  to  a  certain 
amount  of  volatility  because  of  swings 


David  P.  Goldman  is  president 

of  SG  Capital  LLC, 

a  New  York  money  manager. 
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Thinking  about  making  changes 
in  your  mutual  fund  portfolio? 

Schwab  can  make  it  easy." 


Where  mutual  funds  are  con- 
cerned, a  "buy  and  hold"  strategy  can 
produce  attractive  long-term  returns. 
But  since  there's  no  assurance  of  future 
results,  we  at  Schwab  encourage  cus- 
tomers to  review  their  portfolios  on  an 
annual  basis  to  make  sure: 

•  That  they  are  sufficiently 
diversified 

•  That  their  funds  are  performing 
at  least  on  a  par  with  other  funds 
in  the  same  category 

•  That  their  investment  strategy 
continues  to  meet  their  needs 

If  your  portfolio  could  benefit 
from  some  modification,  you  should 
know  we  can  help. 

Schwabs  Mutual 
Fund  OneSource® 
service  gives  you  a 
wide  choice  of  funds 


from  many  of  Americas  most  respected 
fund  families.  We  also  offer  a  wide 
array  of  services  and  tools  that  can 
simplify  your  decision-making  process. 

They  include  our  Mutual  Fund 
Select  List,®  a  quarterly  summary  of 
historically  high-performing  funds 
available  from  Schwab.  A  Web  site, 
www.schwab.com,  that  has  been 
praised  as  an  invaluable  investment 
tool.  And  representatives  in  our 
branches,  who  are  ready  to  review 
your  asset  allocation  mix  with  you 
and  make  recommendations. 

If  the  company  you  depend  on  for 
mutual  funds  isn't  giving  you  all 
this,  give  Schwab  a  call. 


OneSource 


FROM  SCHWAB 


Look  for  this  symbol  when 
evaluating  mutual  funds. 


Schwab  Can  Help 
In  A  Number  Of  Ways. 


Help  You  Plan 

Representatives  in  our  more  than 
250  branches  nationwide  can  help  you 
construct  your  mutual  fund  portfolio. 


Help  You  Analyze 

Available  at  www.schwab.com, 
OneSource  Online  lets  you  scTeen  for 
funds  that  meet  your  requirements. 


Help  You  Diversify 

Schwab  OneSource  Allocation 
Portfolios  give  you  broad  diversification 
with  a  single  investment. 


<}  " 


To  rcccnc  ti  free  copy  of  our  Mutual 
Fund  Select  List,  visit  otic  of  our  more 
than  250  branches  nationwide  or  call: 

1-800-5-NO-LOAD 


For  a  prospectus  that  contains  more  complete  information  on  any  fund,  incluciing 
fees  and  expenses,  call  Schwab.  Please  read  it  carefully  before  investing  ©1997 
Charles  Schwab  &  Co.,  Inc.  All  rights  reserved.  Member  S1PC/NYSE.  (9/97) 
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Volatility* 

'Annualized  standard  deviation  of  returns.      Sources:  Pensions  &  Investments  (www.pionline.com);  SG  Capital. 

Managers  above  the  line  deliver 
better  returns  for  the  same  volatility. 


in  long-term  bond  prices.  If  you  buy 
a  long-duration  fund,  you  have  to 
take  your  lumps  with  the  bond 
market. 

Within  the  long-duration  slot, 
however,  managers  can  obtain  some- 
what more  stable  returns  by  looking 
for  better  values  among  different 
classes  of  long-term  bonds — Trea- 
surys  versus  mortgage -backed  bonds 
like  Ginnie  Maes,  for  example,  or 
corporate  bonds  versus  asset-backed 
bonds  like  the  ones  that  finance 
credit  card  receivables. 

Some  bond  fund  managers  can  do 
this  kind  of  sector  rotation  very  effec- 
tively. Others  are  just  churning  up  a 
lot  of  activity  without  accomplishing 
anything. 

In  the  scatter  plot  of  long-bond 
managers,  the  average  return  was 
8.9%  a  year,  reflecting  the  moderate- 
ly bullish  trend  in  bond  prices  (that 
is,  a  downward  drift  in  bond  yields) 
over  the  past  five  years.  But  the  mea- 
surement period  includes  some  fero- 
cious swings.  Bond  investors  got 
murdered  when  interest  rates  shot  up 
in  1994.  The  average  standard  devi- 
ation of  8.5%  says  that  your  return, 
far  from  being  an  8.9%  you  can 
count  on,  could  fall  anywhere  in  a 


range  of  about  0%  to  18%  and  still  be 
"normal." 

There  are  considerable  differences 
among  managers,  however.  Take  the 
three  most  volatile  funds:  Western 
Asset  Management,  ABB  and  Hois- 
ington. For  that  amount  of  risk, 
Western  earned  11.8%  annually, 
against  Hoisington's  8.7%  and  abb's 
10.2%.  For  that  matter,  Income 
Research  comfortably  beat  Hoising- 
ton's return  while  incurring  lower 
volatility. 

There  is  no  saying  whether  you 
would  have  been  happier  in  Western's 
slightly  better  performing  but  higher- 
risk  portfolio  than  in  Income 
Research's.  But  you  know  you  would 
rather  have  been  with  Western  than 
with  Hoisington. 

For  the  most  part,  investors  buy 
fixed-income  funds  for  income  stabil- 
ity. When  bond  managers  show  errat- 
ic results,  it  usually  means  that  they 
are  trying  to  guess  where  interest 
rates  are  headed.  Few,  if  any,  do  this 
well,  and  none  does  it  consistently. 
But  anyone  can  get  lucky  for  a  while. 
The  moral  is  that  you  shouldn't  make 
your  investment  decisions  on  the 
basis  of  a  raw  performance  score,  iso- 
lated from  a  measure  of  risk.  uM 

Forbes  ■  September  22,  1997 


SO  inspiring  talei  of  entrepreneurs 
who  changed  ,lhe  way 
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and  the  Editors  of  fotbtt  magaiine 


Everyone  can  learn 
something  from  these 

remarkable  tales  of 
innovation,  daring,  and 
economic  achievement. 
From  J.  P.  Morgan  to 
Ray  Kmc,  Bill  Gates  to 
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Greatest 
Business  Stories 
of  All  Time 

by  Daniel  Gross  and  the  Editors 
of  Forbes  magazine 

Foreword  by  Timothy  C.  Forbes 
At  all  bookstores 

v  WILEY 

Trade  Publishing 
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7 

Forbes  Magazine 

in  association  with 


presents 

The  1997  Small-Business  Enterprise  Conference 

ROPHETING 
NTHE 

FUTURE 

{December  7-9,  1997 
The  Mirage  Hotel 
Las  Vegas,  Nevada 


llVleet  the  founders  of  some  of  America's  most  dynamic  and 
successful  businesses  and  learn  firsthand  how  to  profit  from 
iheir  experience.  It's  all  taking  place  at  the  1997  Forbes  Small- 
Business  Enterprise  Conference,  a  must-attend  conference  for 
growing  small  businesses. 


For  more  information:  visit  our  website  at  www.forbes.com/conf 

e-mail:  sbec@forbes.com 
or 

To  get  the  fax  right  now  call  800-861-0093.  An  agenda  will  be 
faxed  to  you  immediately. 


Conference  Partners: 


American 
Airlines® 


'AMERICAN! 
I EXPRESS 


Small  Business 
Services 


The  Fran  larkenton 
Small  Business  NETwork' 


KeyBank 


The  power  to  create  value 


GE 

T  READY  FOR  A  SPLASH 

ON  WALL  STREET. 

On  October  8,  a  $44  billion  German  company  will  take  its 
place  on  the  New  York  Stock  Exchange.  VEBA.  A  leader  in 
so  many  industries. 

You  may  not  know  us  now,  but  you  will.  In  terms  of  mar- 
ket capitalization,  we  are  the  world's  largest  utility-based 
conglomerate  active  in  electricity,  chemicals,  oil,  trading, 
transportation,  services  and  telecommunications.  We  believe 
that  size  must  always  be  judged  in  terms  of  value,  and  that 
short-term  gains  must  lead  to  long-term  growth.  At  VEBA, 
we've  tripled  our  sijare  price  in  the  last  five  years. 


This  didn't  happen  by  accident.  Our  managerial  skills  and 
know-how  are  focused  on  one  goal:  creating  sustainable 
value  for  our  shareholders  the  world  over. 

If  VEBA  isn't  in  your  portfolio  today,  you  might  want  to 
make  it  part  of  your  investment  in  the  future.  For  more 
information,  you  can  reach  us  through  VEBA  Corporation, 
605  Third  Avenue,  New  York,  NY  10158.  Telephone:  (212) 
922-2728,  Internet:  http://listing.veba.com 
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BY  ERIC  S.  HARDY 


THE  FORBES/BARRA  WALL  STREET  REVIEW 


The  7%  drop  in  the  Dow  industrials 
index  in  August  reminds  us  that  mar- 
kets don't  grow  to  the  moon.  But 
even  in  August  there  were  some  rela- 
tive winners.  Utilities,  for  example. 
The  Dow  utility  average  lost  only  2%. 
Morgan  Stanley  analyst  Kit  Konolige 
is  recommending  some  utility  issues. 
"Utilities  that  are  diversifying  into 
unregulated  yet  energy-related  busi- 
nesses are  the  only  ones  I'm  interest- 
ed in,"  he  says.  One  example  is  cms 
Energy  (cms,  $36;  3.4%  yield),  which 
is  buying  up  independent  power  sup- 
pliers and  oil  and  gas  companies. 
About  25%  of  the  firm's  pretax 
income  is  from  nonutility  operations. 
Another  pick:  Edison  International 
(EIX,  $24;  4.1%  yield),  which  provides 
electricity  to  southern  California  and 
is  buying  up  unregulated  generating 
capacity  in  the  U.S.  and  overseas. 


Special  focus 


Mutual  funds  with  heavy  cash  positions 
will  be  at  an  advantage  if  the  market 
drops  sharply.  A  cash  cushion  can  cover  a 
rush  of  redemptions  and  also  be  used  to 
buy  stocks  that  have  hit  bargain  levels. 
The  eight  funds  below  have  at  least  20% 
of  their  portfolios  in  cash  and  Forbes 
down  market  grades  of  B  or  better. 

Money  on  the  sidelines 


% 

Cash 

Fund 

cash 

($mil) 

American  Mutual  Fund 

21% 

$1,871 

Capital  Income  Builder 

27 

1,472 

Clipper  Fund 

33 

191 

FPA  Paramount  Fund 

26 

260 

Gradison  Opportunity  Value 

21 

34 

Merrill  Lynch  Global  Alloc-0 

23 

292 

Merrill  Lynch  Growth-D 

20 

300 

SteinRoe  Growth  &  Income 

68 

The  overall  market 


5100 
4700 
4300 
3900 
3500 
3100 


The  Barra  All-US  price  index  as  of  8/29/97 

Market  value:  $10-2  trillion 
PIE:  22.0 

P/E  minus  negative  EPS:  20.5 
Price/book:  3.3 
Yield:  1.4% 


12-month  closeup 


Performance  Price         Total  return 

Last  4  weeks  -3.3%  -3.2% 

Since  12/31/96        19.9  21.5 


'87    '88    '89    '90    '91    '92    '93    '94    '95   '96  '97 


■  Barra  index 
—)  200-day  moving  average 

S0NDJ  FMAMJ  J  A 

'96  '97 


Closeup  on  the  markets 


Index  or  investment 
Barra  All-US  index 
S&P/Barra  Growth  index1 
S&P/Barra  Value  index2 
Dow  lones  industrials 
S&P  500 
NYSE 
Nasdaq 

PSE  Tech  1003 
EAFE4 

CRB  futures  index56 
Gold  (Comexspot) 
Yen"  (per  $US) 
Oil  (W  Texas  Intermediate) 


2-week  change 


0.6% 
-0.3 

0.0 
-0.9 
-0.1 

0.3 

1.6 

1.4 
-3.5 

1.2 
-0.4 

2.7 
-2.2 


%  change  from 

5-year  high 

-4.7% 


 I 


1  year  ago 

33.6% 
41.8 
33.9 
35.7 
38.0 
34.0 
39.1 
59.7 
8.9 
-3.0 
-16.0 
11.0 


-7.3 
-5.3 
-7.7 
-6.3 
-5.3 
-2.6 
-4.0 
-7.3 
-7.6 
-21.8 
-5.1 
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The  best  and  worst  performing  stocks 


Best 
Infoseek 
Tejon  Ranch 
IDT 
Cidco 
DSP  Group 


Price 

$8.69 
36.00 
13.00 
21.38 
30.63 


2-week 
change 

74% 

60 

58 

57 
52 


1997 
EPS' 

$-0.61 

NA 

-0.18 

NA 

0.90 


Worst 
SystemSoft 

Retirement  Care  Assocs 
Tetra  Technologies 
RMI  Titanium 
Conso  Products 


Price 

$8.63 
9.00 
21.00 
20.94 
10.63 


2-week 
change 

-30% 

-25 

-23 

-21 

-20 


1997 
EPS' 

$0.26 

NA 

1.21 

2.35 

1.15* 


The  best  and  worst  performing  industry  factors8 


Best 

2-week 
change 

Change 
since 
12/31/96 

Worst 

2-week 
change 

Change 
since 
12/31/96 

Oilfield  services 

11.6% 

47.2% 

Misc  mining  metals 

-7.7% 

6.3% 

Trucking 

8.6 

77.7 

Tobacco 

-4.7 

13.0 

Photographic,  optical 

4.1 

-23.3 

Air  transport 

21.2 

International  oil 

3.7 

23.5 

Apparel,  textiles 

-4.1 

4.3 

Oil  refining,  distributing 

3.5 

21.7 

Iron  &  steel 

-41 

21.2 

Sources:  Lipper  Analytical  Services;  Mormngstar,  Inc. 


Note:  Data  for  period  ending  8/29/97.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  U.S.  common  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stoete  traded  on 
U.S.  markets.  ADRs,  REITs  and  closed-end  funds  are  excluded.  'Total  return  of  more  than  150  large-capitalization  stocks  that  have  high  historical  earnings  growth  and  have  predicted  above-average  earnings 
growth.  2Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  3A  price-weighted  index  of  100  widely  followed  U.S. 
technology  stocks.  Base  value  12/31/82  =  50  (adjusted).  »A  dollar-denominated  capitalization-weighted  index  of  more  than  1,100  foreign  stocks.  Source:  Morgan  Stanley  Capital  International.  5lndex  of  21 
commodity  futures.  'Source:  Bridge-Commodity  Research  Bureau.  'Estimate.  Source:  IBES  Express.  8Shows  return  after  controlling  for  other  influences,  including  company  size,  value  and  growth  characteristics. 
Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  *1998  estimate.  NA:  Not  available.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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Corporate  vs,  government  yields      Corporate  dividend  revisions 

3,000 


2,500 
2,000 
1,500 
1,000 
500 


Positive 

Negative  &  omissions 


'96  '97 


'88 


'90       '92       '94       '96  '97 

Through  Aug.  29,  1997 
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Representative  industry  payouts 


Industry 

Yield 

Payout2 

P/E 

Industry 

Yield 

Payout2 

P/E 

Auto  &  truck  mfg 

3.6% 

32% 

9.8 

Paper  &  forest  prods 

2.5% 

99% 

43.6 

Banking 

1.9 

32 

18.1 

Petroleum 

2.9 

50 

17.7 

Electric  utilities 

6.0 

80 

13.5 

Pharmaceuticals 

1.5 

44 

31.4 

Food  processing 

1.8 

45 

25.6 

Retailing 

1.0 

22 

23.3 

Health  care  svcs 

0.2 

6 

27.3 

Software 

0.1 

4 

43.7 

BY  ROBERT  J.  SHERWOOD 


Corporations  are  flush  with  earnings. 
Where  are  the  dividend  raises? 

Earnings  on  the  s&p  500,  net  of 
writeoffs,  are  expected  to  hit  $45.52 
this  year,  up  12%  from  1996.  But  div- 
idends will  come  in  about  5%  higher 
than  last  year. 

A  generation  ago  stockholders 
would  be  clamoring  for  dividend 
increases.  Not  now.  For  one  thing, 
says  Arnold  Kaufman  of  Standard  & 
Poor's  Outlook  newsletter,  they  are  so 
smitten  with  capital  gains  that  they 
have  forgotten  what  a  dividend  looks 
like.  The  other  phenomenon  at  work 
is  the  fad  for  stock  buybacks. 

So  are  dividends  irrelevant?  Not  to 
investors  who  want  to  moderate  their 
risk,  since  high  payouts  are  usually 
associated  with  lower  volatility.  The 
table  below  at  left  lists  convertible 
preferred  stocks  that  offer  a  higher 
payout  and  a  lower  capital  gain  than 
the  common  stocks  of  the  same 
issuers.  You  also  get  a  slightly  lower 
risk  of  capital  loss. 

The  common  stocks  in  the  second 
table  have  a  B  or  better  financial 
rating,  payouts  below  72%,  a  yield  of 
2.7%  or  higher,  and  lower  p/e  ratios 
than  the  s&P  500. 


Convertible  preferred  stock 


Common  stocks  with  good  yields  and  payouts 


Company/industry 

Price 

Yield 

Conversion 
premium 

Company/industry 

Price 

Yield 

Payout 

Battle  Mountain  Gold/mining 

$49.88 

6.5% 

84% 

Atlantic  Richfield/oil  &  gas 

$75.00 

3.8% 

50% 

Bethlehem  Steel  A/steel 

54.25 

9.2 

155 

Bell  Atlantic/telecomm 

72.38 

4.1 

71 

Bethlehem  Steel  B/steel 

27.38 

9.1 

172 

Chevron/oil  &  gas 

77.44 

3.0 

55 

Corning  Del  LP/specialty  materials 

83.00 

3.6 

3 

Chrysler/automobiles 

35.13 

4.6 

36 

Hecla  Mining/mining 

47.38 

7.4 

171 

Flexsteel  Industries/furniture 

11.75 

4.1 

63 

Intl  Technology/waste  management  svcs 

19.06 

9.2 

143 

National  Service  Industries/uniform  rentals 

44.25 

2.7 

52 

Kmart  Financing/department  stores 

58.94 

6.6 

28 

Southern  New  Eng  Telecom/telecomm 

38.25 

4.6 

62 

WHX/steel 

41.88 

9.0 

55         Worthington  Industries/steel 

18.56 

2.8 

54 

Note:  Data  as  of  8/29/97.  'Yield  on  30-year  Treasurys  adjusted  for  inflation  using  the  trailing  12  months'  increase  in  the  Consumer  Price  Index.  2Capitalization-weighted. 
Dividends  divided  by  latest  12  months'  ea-nngs  per  share;  all  extraordinary  items  are  excluded.  3Less  than  0.1%.  Sources:  Value  Line  Database  via  OneSource  Information 

Services;  IBES  Express;  Standard  &  Poor's  Dividend  Record. 
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FROM  EMPLOYEE  BENEFITS  TO 
INVESTMENT  MANAGEMENT. 


Serving  Businesses  Of  All  Sizes 


Voluntary  Benefits  Group 

•  One  source  to  meet  employee  needs 

•  Eases  administrative  burden 


#1  in  Group  Life* 


USER-FRIENPLY  EMPLOYEE  COMMUNICATIONS 


Dental 


A  leader  in  managed 


a 

a 

a 
a 
a 
a 
a 
a 
a 
a 
a 


Investment  Capabilities*** 

Domestic  Equity 
Value 
Growth 
Small  Cap 

Domestic  Fixed  Income 
Short  Term 
Long  Term 
High  Yield 

International  Equity 

International  Fixed  Income 

Real  Estate 


Quality  Service, 
Better  Value 


IDisa&ility 

benefits 


GET  MET.  IT  PAY5: 

1-800-MetLife 


Contact  your  broker  or  insurance  consultant,  or  MetLife 
account  representative  and  ask  about  MetLife  for  business. 


401  (k)  »  Group  Dental,  Disability,  Life,  Vision,  Long-Term  Care,  Auto  &  Homeowners  Insurance 
•  Investments  &  Asset  Management  •  Voluntary  Benefits 

By  volume  in  force  as  of  12/31/96.  Best  Week,  Life/Health,  6/30/97.  **  Group  insurance  products  and  annuities  issued  by  Metropolitan  Life  Insurance  Company. 
Auto  &  Homeowners  Insurance  underwritten  by  Metropolitan  Property  and  Casualty  Insurance  Company  and  Affiliates,  Warwick,  RI.  •  *  *  Investment  management 
;ervices  provided  by  Metropolitan  Life  Insurance  Company,  State  Street  Research  &  Management  Company,  or  affiliated  companies. 

H9708SAC-MLIC-LD  ©  1997  Metropolitan  Life  Insurance  Co.  NY,  NY  PEANUTS  ©United  Feature  Syndicate,  Inc. 
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••  investors 

Here's  an  attractive 
stock  trading  below  its 
rate  of  sales  growth:  Bind- 
ley Western  Industries, 
Inc.  (nyse:  bdy),  a  $5.3 
billion  (1996  sales)  whole- 
saler of  pharmaceuticals 
and  beauty  aids.  At  a 
recent  $25.44,  the 
shares  trade  at  17  times 
trailing  earnings,  well 
below  peers  and  its 
impressive  compound  sales 
growth  of  20%  since  1968. 

A  confusing  capital  structure 
obscures  the  value  of  Bindley's 
fast-growing  specialty  drug  distrib- 
utor, Priority  Healthcare  Corp., 
which  delivers  products  to  clinics, 
doctors1  offices  and  patients' 
homes.  But  the  company  plans  to 
bring  public  close  to  20%  of  the 
Priority  subsidiary  in  an  IPO. 
Analyst  Christopher  McFadden 

Seeds  of  doubt 

«b  Delta  &  Pine  Land  Co. 

^    (NYSE:  DLP),  the  country's 
largest  cottonseed  producer,  is 
flying  high.  Sales  rose  40%  in  the 
third  quarter — to  $116  million — on 
the  strength  of  two  Monsanto- 
developed  products.  One,  called  Bt 
cotton,  includes  a  protein  that 
reduces  the  need  for  insecticides; 
Roundup  Ready  reduces  crop 


Roger  Malkin  of  Delta  &  Pine  Land  Co. 
Riding  high  ...  for  now. 


of  Wheat  First  Butcher  Singer 
thinks  Priority's  higher  margins 
and  faster  growth  rate — sales 
rose  65%  in  the  first 
quarter — make  it 
deserve  a  higher 
multiple.  Bindley's 
remaining  holding 
in  Priority,  some 
80%,  will  be  worth 
about  $13  a  share, 
more  than  half 
Bindley's  current 
stock  price. 
That  means  investors  are  getting 
Bindley's  core  business,  growing 
sales  at  over  1 5%  a  year,  for  a  bar- 
gain 12.5  times  trailing  earnings.  A 
consolidating  industry  also  helps: 
Cardinal  Health  and  Bergen 
Brunswig  just  agreed  to  merge  in  a 
transaction  valuing  Bergen  at  a 
61%  premium  to  its  stock  price. 

Post  IPO,  the  stock  could  hit  the 
low  30s,  a  25%  increase. 


damage  from  weed  killers.  Trading 
at  a  fluffy  53  times  trailing  earnings, 
its  stock  price  has  almost  doubled, 
from  a  low  of  around  $20  last 
year  to  a  recent  $37.06. 

Bt  cotton — costing  about 
$43  per  acre  to  plant,  almost 
a  400%  premium  to  tradition- 
al cotton — was  marketed  by 
Delta  as  95%  effective.  But  in 
some  areas  as  many  as  90%  of 
farmers  who  planted  Bt  found 
bollworms  on  their  cotton,  so 
they  had  to  use  costly  pesticides 
as  well.  Mississippi's  Department 
of  Agriculture  is  looking  into 
complaints  that  Roundup  Ready 
cotton  is  malformed  or  falls  off 
the  plant. 

Delta's  chief  executive,  Roger 
Malkin,  has  a  penchant  for  over- 
stating numbers.  He  says  total  Bt 
planted  this  year  will  be  2.6  million 
acres;  Monsanto  puts  the  number 
at  around  2.4  million.  Delta's  esti- 
mate of  how  much  Roundup  Ready 
will  be  planted  is  37%  more  than 
Monsanto's.  usda  estimates  mirror 
Monsanto's. 

Benjamin  Godsey,  an  analyst  at 


BioScience  Securities,  doubts  that 
Delta  will  sell  the  Bt  and  Roundup 
Ready  that  Malkin  claims.  That 
shortfall  and  other  problems  could 
force  Delta  to  restate  revenues 
down  by  as  much  as  $6.6  million. 
He  sees  a  loss  of  as  much  as  32 
cents  a  share  in  the  fourth  quarter, 
bringing  1997  income  to  54  cents  a 
share,  up  just  2  cents  from  1996. 

Next  year  Delta  will  face  increased 
competition  from  Stoneville  Pedi- 
gree Seed  Co.  (owned  by  Monsan- 
to) and  Mycogen  Corp.  Godsey 
thinks  Delta's  shares  are  worth  $25, 
a  drop  of  33%.  Shares  are  borrow- 
able  if  you  want  to  short  it. 

-Julie  Androshick 

Dialing  for  dollars 

Telephone  and  Data  Sys- 
terns  (Amex:  tds),  the 
telecommunications  giant,  has  been 
on  hold.  Shares  in  the  $1.2  billion 
(1996  sales)  company  have  dropped 
from  around  $49  last  year  to  a 
recent  $39.75.  Why?  Startup  costs  in 
its  wireless  personal  communications 
services  (res)  unit — an  alternative  to 
cellular  phones — continued  losses  in 
the  paging  unit  and  investor  frustra- 
tion with  the  company's  con- 
trolling shareholders,  the 
LeRoy  Carlson 

family,  who  like 
to  buy  assets 
cheap  but  do 
little  to  help 
realize  share- 
holder value. 
Time  to 
buy.  tds  has 
three  main  busi- 
nesses: landline 
telephone  (tds  Tele- 
com, 100%  owned),  cellular  service 
(U.S:  Cellular,  81%  owned;  Amex: 
usm)  and  paging  (American  Paging, 
82%  owned;  Amex:  APP).  There's  also 
the  PCS  business  (Aerial  Communica- 
tions, 83%  owned;  Nasdaq:  AERL). 

Valuing  TDS  on  its  publicly  traded 
units  yields  about  $44.40  per  share. 
Using  multiples  closer  to  its  peers 
adds  a  few  more  dollars.  How  to 
unlock  this  value?  Investor  Michael 
Price  may  have  an  idea.  He  recently 
upped  his  holdings  to  10%  of 
common  shares  and  installed  a 
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crony  on  tds'  board.  The  Carlsons 
are  still  in  control,  but  Price  may 
annoy  them  into  action.  Analyst  Sal- 
vatore  Muoio  thinks  the  stock  can 
hit  $60  by  mid- 1998,  a  54%  rise. 

Short  memories 

Vacation  time-shares — where 
buyers  get  the  rights  to  a  stint 
at  a  resort  every  year — 
are  hot.  Time-share 
sales  grew  24%  last 
year,  and  many  of 
the  players  are 
more  respectable 
than  they  were 
in  the  early  1980s 
when  time -share 
stocks  blew  up.  But 
aggressive  loan  prac- 
tices at  a  few  of  the 
newer  companies  look  depressing- 
ly  familiar. 

Example:  San  Mateo,  Calif  -based 
Signature  Resorts  (Nasdaq:  SIGR),  a 
$157  million  (1996  sales)  time-share 
operator  with  resorts  in  Sedona, 
Ariz.,  Lake  Tahoe  and  the  U.S. 
Virgin  Islands.  Momentum  players 
have  pushed  the  stock  to  a  recent 
$37.25  from  its  1996  ipo  price  of 
$14.  Signature  trades  at  56  times 
trailing  12 -month  earnings,  more 
than  twice  the  industry  multiple. 

What  do  investors  see  in  Signa- 
ture? Earnings  growth  of  35%  last 
year  and  the  highest  margins  in  the 
business.  But  Signature's  lending 
practices  look  a  little  easy  Its 
allowance  for  doubtful  accounts  is  in 
line  with  the  industry,  but  its  delin- 
quency rate — 8.6%,  according  to  a 
filing — is  more  than  twice  its  peers'. 

In  the  past  two  quarters  Signature 
has  taken  significant  charges  for 
merger  costs.  Two  analysts  believe 
Signature  is  dumping  some  of  its 
operating  expenses  into  the  charges, 
to  make  earnings  look  better  than 
they  are.  Signature  denies  it,  but  in 
the  June  quarter  management 
announced  the  expected  charge,  only 
to  boost  it  significantly  days  later. 

If  the  company's  earnings  disap- 
point or  if  the  stock  traded  along- 
side its  peers,  shares  would  fetch 
around  $18,  a  50%  decline.  If  you 
want  to  short  it,  stock  is  borrow- 
able.  -Christine  Foster  wm 
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Private 
Banking  is  our 
core  business. 


i 


At  Bank  Julius  Baer  private  banking  has 
been  our  core  business  since  1890,  serv- 
ing generations  of  individual  investors. 

You  benefit  therefore  from  the  full 
attention  of  seasoned  experts  focused  on 
your  personal  goal  of  optimal  long-term, 
after-tax  investment  performance. 

International  wealth  management  is  our 
strength.  Personalized  service  is  our  com- 
mitment. For  Julius  Baer  group  expertise, 
please  contact: 

New  York:  Balz  Eggimann  (212)  297  36  00 
Palm  Beach:  Michael  Blank  (561)  659  44  40 
Los  Angeles:  Pius  Kampfen  (310)  286  02  01 
Montreal:  Karel  Nemec  (514)  847  19  00 
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BANK  JULIUS  BAER 

The  Fine  Art  of  Private  Banking 

http://www.juliusbaer.com 


A  Quote  for  Every  Occasion 


More  Than  14,000  Thoughts 

on  the  Business  of  Life— 

Now  All  in  One  Deluxe  Volume  - 


The 


Fbrbes 

Book  of 
Business 
Quotations 

THOUGHTS  ON 
THE  BUSINESS  OF  LIFE 


Be  An  Angel. 

B6iy  Our  Cards 


Lift  the  spirits 

of  our  young  patients, 
just  by  buying  our 

corporate  holiday  cards. 


V 


V 


Ah,  a  breath  of  fresh  air 
in  a  world  of 
computer-generated 
holiday  cards.  It's  the 
Children's  Memorial 
Hospital  Collection,  and 

it  features  original  art,  created  by  our  young  patients  and  captured  in  full  detail  on  large,  high-quality  cards. 
There's  a  watchful  angel,  a  festive  city  scene,  even  a  holly-adorned  "Chicago  Bull. "  But  the  best  reason  of  all 
to  buy  these  cards  is  that  all  proceeds  go  to  our  Child  Life  program,  which  sponsors  creative  and  therapeutic 
activities  for  our  children  and  their  families.  So  be  a  messenger  of  hope  and  happiness  this  holiday.  And  get 
some  wonderful,  one-of-a-kind  cards  in  return. 


Make  a  big  difference 

with  just  a  little  call. 

for  a  free  cata\c$  &  card  sample 


Children's. 

Children's  Memorial 
Hospital 

£\erv  fittle  card  kelpS. 


2506     North     Clark     Street,     Suite     302,     Chicago,     Illinois  60614 


When  should 
you  get  out? 


BY  KENNETH  L.  FISHER 


Kenneth  L.  Fisher 
is  a  Woodside, 
Calif.-based  money 
manager.  His 
third  book  is 
100  Minds  that 
Made  the  Market. 
kenfisher@fi.com. 


I  like  getting  letters  or  E-mail  from  read- 
ers. Sometimes  they  ask  smart  questions.  Like 
this  one: 

Reader  Bill  Alkire  of  Ashburn,  Va.  writes 
asking  if  the  volume  of  stock  buybacks  won't 
keep  fueling  this  bull  market? 

My  answer  is:  No.  Stock  buybacks  are 
rather  a  long-term  warning  signal,  a  sign  that 
a  top  is  not  far  off.  When  prices  and  optimism 
are  high,  there  are  lots  of  buybacks.  When 
prices  are  low  and  folks  are  fearful,  buybacks 
and  takeovers  are  rare.  I  detailed  all  this  ten 
years  ago  in  my  second  book,  The  Wall  Street 
Waltz.  History  repeats.  Corporate  chief  exec- 
utives as  a  group  differ  little  psychologically 
from  the  rest  of  us.  They  buy  when  prices  are 
rising,  sell  when  prices  are  low. 

Reader  J.W  Smith  of  Cupertino,  Calif, 
wants  to  know  when  the  bull  market  will  end. 

Doesn't  everyone?  My  advice  is  not  to  ask 
the  same  question  everyone  else  is  asking.  I 
haven't  a  clue  when  it  will  end,  and  neither 
does  anyone  else.  Better  than  futilely  trying  to 
foresee  a  top,  wait  for  clear  signals  that  the 
market  has  topped.  That  won't  get  you  out  at 
the  absolute  peak  but  will  get  you  out  soon 
enough  to  stay  intact.  I  don't  mind  losing  a 
little  by  waiting  until  after  the  fact  so  I  can  be 
more  certain  I'm  right.  Market  peaks  roll 
over — they  don't  spike  top.  I  want  to  stay 
with  a  bull  market  as  long  as  I  can,  even  if  it 
means  possibly  giving  up  some  paper  profits. 
So  long  as  I  can  avoid  one-half  to  two-thirds 
of  a  subsequent  bear  market,  I  will  make  out 
handsomely  in  the  long  run.  I  know  it  takes 
discipline  to  act  accordingly,  but  I  know  no 
more  profitable  or  safer  way  to  proceed. 

Longtime  reader  Stanley  Light  accepts  my 
after-the-fact  axiom  about  market  tops  but 
worries  that  if  I  turn  persuasively  bearish  he 
won't  get  the  word  in  time.  Light  thinks  in 
Internet  terms.  In  the  market,  minutes,  days 
and  weeks  don't  really  count.  Don't  sweat  the 
small  stuff.  Try  to  catch  die  big  swings. 
Acting  on  split-second  information  and  trying 
to  catch  an  absolute  peak  is  a  sucker's  game. 

Markets  drop  slowly  at  first.  Take  1980's 
peak,  for  example.  Was  it  in  1980,  or  in  1981? 
The  s8cp  500  peaked  on  Nov.  28,  1980  at 


140.  But  the  Russell  2000  small  stock  index, 
which  was  at  77,  didn't  peak  until  the  next 
June  15,  at  85.  By  then  the  s&p  500  was 
down,  but  only  to  the  mid- 130s.  Later  came 
the  damage,  leading  to  a  total  27%  drop 
ending  August  1982.  Or  1972's  top.  The  s&P 
actually  peaked  on  Jan.  11,  1973  at  120.  The 
next  October  it  sold  above  110,  down  less 
than  8% — ten  months  later.  It  took  until  late 
1974  to  drop  to  62.  Roughly,  two-thirds  of  a 
typical  bear  market's  drop  is  in  the  last  third 
of  its  duration.  We  have  time. 

Bryan  Willey  E-mails  that  I  recommended 
Philips  Electronics  (77 ,  phg)  on  Aug.  12,  1996 
at  30  and  wonders  now  about  my  "opinion  of 

Market  peaks  roll  over — 
they  don't  spike  top. 


its  valuations."  Well,  obviously,  it's  not  the 
steal  it  was  at  30,  but  I  wouldn't  sell.  At  70% 
of  sales,  a  p/e  of  17  and  yielding  2.3%,  it's  not 
cheap,  but  it  will  rise  in  the  European  bull 
market  I  see  ahead  in  1998  and  1999.  Look 
for  100  by  year  2000. 

Jim  Harrison  E-mails  about  Montedison 
(6,  mnt),  which  I  recommended  Nov.  4, 
1996  at  6  as  a  stock  to  ride  for  the  European 
bull  market.  He  noticed  that  it  has  gone 
nowhere.  Well,  Europe  is  taking  longer  than  I 
expected  and  mnt  is  doing  worse.  But  I 
wouldn't  give  up.  Its  chemicals  and  pharma- 
ceuticals will  come  roaring  back.  You  should 
see  12  within  a  few  years. 

While  I'm  updating,  hang  on  to  Electrolux 
(70,  eluxy),  die  Swedish  consumer  products 
giant.  I  recommended  it  Sept.  9,  1996  at  55, 
saying  to  expect  75.  Hang  on  now  for  100. 
Check  out  the  eye-popping  10%  dividend 
yield.  I  still  like  telecom  maker  Alcatel  Althom 
(26,  ALA,  Nov.  4,  1996)  and  Spanish  oil  giant 
Rcpsol  (40,  REP,  Sept.  9,  1996).  They  are  up  a 
hair  since  I  recommended  them,  but  both 
have  another  good  35%  in  them. 

Write  me.  Or  E-mail  me  (I  prefer  letters).  I 
personally  respond  to  everyone  who  writes. 
Whatever  bothers  and  worries  you  often 
plagues  other  readers,  too.  I  don't  consider 
reader-comments  a  bodier;  I  like  them, 
as  you  can  see.  ■■ 
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MARKET 


It's  slippery 
at  the  top 


BY  MARTIN  SOSNOFF 


Martin  Sosnoff  is  chief 
investment  officer  of 
Atalanta/Sosnoff  Capital 
in  New  York  and  author 
of  Silent  Investor, 
Silent  Loser. 


Unless  you've  been  meditating  in  Tibet  the 
past  three  years,  you  know  the  stock  market 
rise  has  been  centered  on  big-cap  growthies. 
Their  earnings  compounded  near  18%  while 
the  rest  of  the  S&P  500  showed  just  10% 
momentum.  Momentum  being  in,  Coke, 
Microsoft  and  Intel  ruled  the  Top  Ten  stocks 
in  market  capitalization. 

But  the  Top  Ten  do  not  remain  always  the 
same.  It's  damned  slippery  up  there.  Fifteen 
years  ago  five  energy-related  properties  made 
the  Top  Ten.  Today,  only  Exxon  and  Royal 
Dutch  make  it.  Microsoft  and  Intel  are  nosing 
out  Coca-Cola,  possibly  challenging  GE  for 
number  one.  IBM  is  back  on  board.  Its  market 
cap  just  pushed  past  $100  billion,  but  IBM  is  a 
humbling  reminder  of  what  can  happen  when 
a  growthie  slips.  Its  market  cap  was  under  $25 
billion  just  four  years  ago. 

American  Telephone  was  number  one  in 
1982,  its  primacy  in  long-lines  telephony 
unchallenged.  Long  distance  telephony  now  is 
a  commodity,  and  T  is  far  down  the  list,  at 
number  18.  Paying  a  premium  to  own  a  Top 
Ten  stock  may  seem  like  a  safe  policy. 
Only  it  isn't. 

Three  of  the  Top  Ten  now  are  consumer 
plays,  Coca-Cola,  Philip  Morris  and  Procter  & 
Gamble.  Even  as  we  watch,  technology  is 
pushing  aside  soda  and  toothpaste.  The  con- 
sumer growthies  are  slipping  on  a  relative 
basis,  as  industrial  earning  power  reasserts 
itself.  The  dollar's  strength  alone  has  cut  the 
multinationals'  top  lines  by  3%  or  4%. 

Remember  that  most  of  the  Top  Ten  sell  at 
big  premiums  over  s&P  median  valuations. 
This  premium  leaves  no  room  for  disappoint- 
ment. I'm  more  worried  about  earnings 
momentum  post- 1998  than  near-term  inter- 
est-rate escalation. 

So  Microsoft  and  Intel,  where  growth 
seems  intact,  are  nosing  out  Coca-Cola,  possi- 
bly challenging  GE  for  number  one. 

Looking  at  Big  Ten  valuation  ten  years 
ago  is  a  sobering  experience.  The  giants  then 
sold  much  closer  to  general  market  valua- 
tions. GE  sold  at  13  times  earnings  in  1987, 
along  with  Microsoft  and  Intel.  Exxon  was 
available  at  10  times  earnings,  with  Royal 


Dutch  at  8.8  and  Philip  Morris  at  9.  Coca- 
Cola  and  Merck  stood  at  multiples  of  15.7 
and  18.6,  respectively. 

In  1988  you  could  buy  several  Top  Ten 
market  caps  for  no  premium  over  S&P  valua- 
tions— GE,  Intel,  Exxon,  Royal  Dutch,  Philip 
Morris  and  IBM.  Today,  only  Philip  Morris  and 
IBM  are  relative  bargains. 

Remembering  all  this,  I  get  nervous  when  I 
see  some  of  these  premiums  for  growth. 
Where  have  the  relative  premiums  to  the 
market  widened  the  most?  Procter  &  Gamble 
is  following  in  Coke's  footsteps.  GE  is  up 
there,  too.  Microsoft  sold  at  market  multiple 
until  1991,  when  it  took  off  and  reached  a 
50%  premium.  Now  it's  close  to  100%.  Coke's 
relative  valuation  levitated  in  1992,  and  even 
after  the  recent  correction  the  premium  over 
the  market  is  still  70%. 

These  properties  can  gain  or  shed  $10  bil- 
lion in  a  flash.  At  the  slightest  smell  offish,  a 
growthie  can  drop  half  its  premium.  The 
pecking  order  of  the  Top  Ten  constantly 
shuffles.  That's  why  I  find  it  easier  to  hold 
stocks  with  strong  earnings  and  low  valua- 
tions like  IBM,  Intel,  Philip  Morris  and  the 
oils.  They  don't  sell  at  much  of  a  premium 
and  are  therefore  less  vulnerable  to  disap- 
pointing earnings. 

Wal-Mart,  a  big  stock  this  year,  still  sells  at 
my  yardstick  of  20  times  forward  12  months 
numbers.  This  makes  it  at  least  a  relative  bar- 
gain. The  company  is  working  off  its  over- 
stored  condition,  and  gross  margins  are  head- 
ing north.  Before  long  Wal-Mart  will  make  it 
to  the  Top  Ten  again.  It's  already  back  in 
eleventh  place. 

At  the  slightest  smell 
of  fish,  a  growthie  can 
drop  half  its  premium. 


There  are  few  absolute  bargains  today,  but 
many  relative  bargains.  Halliburton,  Toys  "R" 
Us  and  Allstate  come  to  mind,  all  cash  genera- 
tors. Pfizer  is  in  the  fifteenth  spot  now  and 
Merck  is  number  seven.  Pfizer  has  fewer  drugs 
coming  off  patent  protection.  At  current  rela- 
tive valuations  I  prefer  Pfizer.  Boeing  is  my 
candidate  for  the  free  cash  flow  story  of  the 
year  1999,  but  that's  a  long  way  off. 

When  I  realize  how  unstable  the  Top  Ten 
are,  I  get  nervous  about  paying  a  big  premi- 
um for  size  and  growth.  Yes,  I  sold  most  of 
my  Coke  too  soon,  but  I  feel  a  lot  more  com- 
fortable out  of  it  than  in  it  at  a  time  when  its 
price  is  still  sustained  by  what  people  hope  it 
will  earn  five  years  from  now.  W 
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EKE  BETTER  CONTROL  OF  YOUR  INVESTMENT  DECISIONS  WITH 

The  FORBES  Stock 
market  Course 


very  investor  should  own  The  Forbes  Stock 
[arket  Course,  the  practical  handbook  that 
ovides  the  goals  of  today's  smartest 
vestors  —  and  the  strategies  they  use  to 
ach  them. 


PARTIAL  LIST  OF  TOPICS 


owto  choose  a  broker — Broker  commissions — Howto  place 
n  order  —  Sources  of  information  —  Market  patterns  (how  to 
hart  stock  market  movement)  —  Dollar-cost  averaging  — 
uying  on  margin  —  How  to  read  the  tape  —  The  Dow  theory 
-  Indexes:  the  Dow,  the  Russell  2000,  the  Wilshire  5000  — 
onds  and  preferred  stocks  —  Derivatives  including  options  — 
mi  to  read  a  company's  financial  statement  —  Mutual  funds. 


SPECIAL  BONUS  GIFTS 


Order  The  Course  today,  and  you'll  also  receive  two  special 
bonus  gifts:  The  Forbes  80-Year  Wall  Chart  of  Business  and 
Security  Trends,  plus  an  invaluable  Glossary  of  Investment  Terms. 

The  Course  describes  the  risk  level  of  various  investments  and 
helps  you  find  your  own  "comfort  level"  of  risk  and  reward.  Two 
sample  portfolios,  one  for  a  retirement  fund  and  one  for  the 
funding  of  a  child's  education,  show  these  risk/reward  factors  at  work. 

How  much  time  do  you  want  to  spend  on  your  investments?  The  Course 
describes  how  the  active  investor  attempts  to  beat  the  market  by  buying  low 
and  selling  high  —  a  method  requiring  close  attention.  It  also  outlines  how 
the  passive  investor  buys  and  holds  stocks  to  allow  dividends  and  appreci- 
ation to  produce  a  return.  Each  technique  is  fully  explained  in  this  time- 
tested  manual. 

The  Course  will  give  you  an  understanding  of  the  forces  that  drive  the 
market  up  and  down,  the  signs  that  let  you  see  what's  coming  and  the 
factors  affecting  the  prices  of  individual  stocks.  You  even  get  an  entire 
section  on  to  how  to  make  money  in  a  down  market. 

Written  in  simple,  concise  language,  The  Course  can  help  you  take  better 
control  of  your  investment  decisions.  You  can  enjoy  it  as  a  straight  "read- 
through"  or  refer  to  the  individual  topics  as  you  need  them.  It  comes  in  a 
handsome,  sturdy  binder,  with  sections  that  are  clearly  marked  and  more 
than  enough  space  for  making  your  own  notes. 


ORDER  THE  COURSE  NOW 


You  can  own  The  Forbes  Stock  Market  Course  for  just  $89-50  —  far  less 
than  investment  courses  at  local  colleges,  which  cost  as  much  as  $400 
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Myths  about 

international  diversification 


BY  LASZLO  BIRINYI  JR. 


Laszlo  Birinyi  Jr.  is 
president  of 
Birinyi  Associates,  a 
Greenwich,  Conn.- 
based  financial 
consulting  firm. 


This  summer,  as  in  past  summers,  my  firm 
engaged  six  college  students  to  gather  infor- 
mation and  compile  new  databases  for  our 
use.  This  year's  focus  was  on  emerging  mar- 
kets. It  was  disappointing — but  not  surpris- 
ing— to  see  how  little  detailed  information 
actually  exists.  Among  other  elements  of  the 
effort,  our  crew  published  The  Book  of  Emerg- 
ing Stock  Market  Indices.  It  is  a  1,1 43 -pager 
that  will  never  appear  on  any  bestseller  lists.  It 
includes  the  daily  (or  weekly)  indexes  of 
almost  50  emerging  markets,  including 
Botswana,  Iceland,  Nepal  and  Slovenia. 

Using  this  data,  we  perform  analysis,  dis- 
cern trends,  calculate  volatility  and  so  on.  I 
won't  go  into  the  technical  jargon,  but  we 
compared  the  volatility  of  the  indexes  of  the 
emerging  markets  with  those  of  the  more 
mature  markets  of  the  world.  By  our  calcula- 
tion, the  s&p's  daily  volatility  is  0.6%,  which 
is  among  the  lowest  in  the  world.  Canada 
and  Denmark  have  similar  results.  In  Asia, 
Taiwan  and  Thailand  are  both  1.7%.  Among 
emerging  markets,  Iceland  has  the  lowest 
result  (did  you  know  Iceland  has  a  stock 
exchange?),  while  the  most  volatile  markets 
in  the  world  are  Argentina  and  Brazil,  and 
then  Poland. 

Correlations,  or  the  trading  relationship 
between  markets,  was  another  step  in  our 
research.  Overall,  we  found  that  world  mar- 
kets have  a  0.77  correlation  with  the  S&P 
(which  means  that  the  markets  move  in 
tandem  77%  of  the  time).  Not  surprisingly, 
markets  in  Latin  America  were  closely  corre- 
lated with  our  market:  Trinidad  and  Tobago, 
Venezuela  and  Panama  moved  in  step  with  the 
S&P  over  90%  of  the  time.  Since  these  markets 
trade  closely  with  our  own,  buying  these 
stocks  and  markets  is  more  a  currency  invest- 
ment than  an  equity  one.  Curiously,  the 
marker  that  shows  the  greatest  divergence 
from  the  s&p  is  Bermuda. 

You  might  ask  why  we  bother,  and  of  what 
practical  use  this  might  be  to  you.  It  is  impor- 
tant, I  think,  because  one  of  the  cliches  in  the 
industry  is  diversification — every  fund  group 
is  uru  clients  to  invest  abroad  and  diver- 

sify in  i    U   to  get  in  on  the  ground  floor  of 


the  new  world  markets.  But  I  doubt  that  any 
of  them  could  tell  you  that  the  correlation 
between  the  U.S.  and  Portugal,  for  example, 
is  0.75.  This  tells  me  that  if  I  am  an  American 
investor  looking  to  diversify,  Portugal  might 
not  be  a  candidate.  Jamaica,  on  the  other 
hand,  with  a  0.2  reading,  might  be. 

Other  markets  that  don't  follow  the  U.S. 
include  Ecuador,  Nepal  and  Tunisia,  although 
I  know  of  no  way,  short  of  stopping  on  your 
way  to  Everest,  to  trade  in  Katmandu. 

But  there  is  another  lesson  here  as  well.  It  is 
that,  increasingly,  markets  trade  in  step  with 
our  own.  The  idea  of  diversifying  among  mar- 
kets to  reduce  risk  isn't  as  compelling  today  as 
it  once  might  have  been.  I'm  not  sure  why 
this  is  so.  Perhaps  it  is  because  we  are  becom- 
ing a  global  village.  I'm  not  against  investing 
overseas,  but  I  am  much  against  investing 
blindly  and  without  a  better  understanding  of 
the  markets. 

In  short,  whatever  the  mutual  fund  adver- 
tisements may  urge,  don't  just  buy  an  interna- 
tional fund  or  international  stock  in  the  hope 
that  the  diversification  will  cushion  you  against 
a  decline  in  the  U.S.  market.  It  probably  won't. 

The  idea  of  diversifying  among 
markets  to  reduce  risk  isn't  as 
compelling  today  as  it  once  was. 


In  the  U.S.  market,  the  probability  is  for 
higher  prices.  The  correction  that  I  looked  for 
in  my  last  column  has  occurred,  and,  so  far,  I 
think  it  is  just  that  and  not  the  beginning  of 
something  more  dire.  But  I  remain  cautious 
because  one  of  the  characteristics  of  the  cur- 
rent market  is  that  it  is  without  compelling 
precedent.  Like  Columbus  or  Neil  Armstrong, 
we  are  in  uncharted  territory,  and  in  such  cir- 
cumstances the  wise  skipper  keeps  a  sharp  eye 
out  for  bad  weather  and  pays  close  attention 
to  what  the  instruments  are  saying. 

By  the  way,  our  research  into  esoteric  mar- 
kets did  uncover  one  interesting  stock:  Des- 
noes  &  Geddes  (14  cents,  DG  JA),  a  Jamaican 
brewer.  I  have  been  researching  this  company 
for  some  years,  as  their  Red  Stripe  beer  is 
readily  available  in  the  U.S.  Good  stuff.  H 
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WALL  STREET  IRRE0UUR 


A  surprising  unanimity 


BY  MARK  HULBERT 


Mark  Hulbert 
is  editor  of  the 
Alexandria,  Va. -based 
Hulbert  Financial 
Digest,  a  monthly 
service  that  monitors 
the  performance 
of  investment 
advisory  letters. 
mark@hulbertdigest.com 


The  end  is  near,  but  not  yet  here.  That's  the 
consensus  from  the  top-performing  stock 
market  timers.  Each  of  them  believes  that  the 
bull  market  has  entered  into  a  significant  mul- 
timonth  topping  process.  But  they  also 
believe  there  is  no  need  to  dump  your  equity 
positions  immediately. 

To  better  understand  this  response,  let's 
turn  to  three  investment  letters  I  track  whose 
timing  advice  has  beaten  the  market  over  the 
last  decade.  In  first  place  is  Gerald  Appel's 
Systems  &  Forecasts.  An  investor  who  switched 
between  an  index  fund  and  cash  on  his  timing 
signals  would  have  beaten  the  market  by  2.3% 
per  year  over  these  ten  years.  Appel's  current 
market  opinion  is  that  a  change  in  tone  has 
taken  place  in  the  market  and  that  that 
change  is  definitely  for  the  worse. 

Appel  cites  the  market's  extraordinary 
recent  volatility.  Appel,  like  many  other  tech- 
nicians, believes  that  increased  volatility  usual- 
ly indicates  that  significant  trend  changes  are 
about  to  take  place.  When  volatility  picks  up 
after  an  extended  uptrend,  for  example,  it 
typically  signifies  the  transition  to  the  final, 
more  frothy  and  speculative,  stages  of  that 
trend.  Further  confirmation  of  this  shift 
comes  from  more  thinly  traded  secondary 
stocks:  While  the  Dow  was  correcting  during 
August,  secondary  market  averages  were  hit- 
ting new  highs. 

Appel  also  detects  a  number  of  other  sub- 
surface patterns  that  are  just  the  opposite  of 
what  we  would  see  if  the  bull  market  were 
healthy.  For  example,  market  "breadth  seems 
to  be  narrowing  rapidly,  the  stock  market  is 
less  able  to  respond  favorably  to  positive 
news,  the  market  opens  daily  higher  and  then 
closes  lower."  Why  then  isn't  Appel  becoming 
outright  bearish?  Because  "we  do  not  recall 
market  advances  of  such  strength  coming  to 
an  end  so  suddenly."  Appel  concludes  that 
the  market  is  "entitled  to  at  least  one  more 
run  at  the  highs."  After  that  it  may  well  be 
time  to  get  out. 

Another  top  market-timing  letter  is 
Investors  Intelligence,  edited  by  Michael 
Burke.  Burke's  current  recommended  market 
exposure  is  40%,  down  from  80%  as  recently 
as  early  August.  Like  Appel,  Burke  detects 
subtle  signs  of  in  imminent  end  to  this  bull 
market.  "Although  the  long-term  outlook  is 


holding  bullish,  elements  are  falling  in  place 
for  that  to  change,"  he  said  recently. 

Burke  notes  that  investment  letters  were 
quick  to  turn  bearish  during  the  August  cor- 
rection, and  he  regards  this  as  a  sign  that  the 
bull  still  has  a  little  time  to  run.  If  this  were 
the  final  top,  according  to  Burke,  extreme 
bullishness  among  advisers  would  have  been 
much  more  persistent.  But  this  wasn't  the 
case:  After  the  August  correction,  for  exam- 
ple, Burke's  regular  weekly  survey  of  140  let- 
ter editors  discovered  that  there  were  just  as 
many  bears  as  there  were  bulls.  As  long  as 
that  much  caution  persists,  the  bull  market 
isn't  over. 

The  bull  market  has  entered 
into  a  significant  multimonth 
topping  process,  but  there  is 
no  need  to  dump  your  equity 
positions  immediately. 


The  other  market-timing  letter  whose  tim- 
ing advice  has  beaten  the  market  in  my  ten- 
year  ranking  is  Richard  Russell's  Dow  Theory 
Letters.  Among  the  many  reasons  to  pay 
attention  to  him  is  his  almost  perfectly  timed 
sell  signal  at  the  August  1987  top — two 
months  prior  to  that  year's  crash — and  an 
equally  well  timed  buy  signal  at  the 
December  1974  bear  market  bottom. 
Though  Russell  today  remains  officially  bull- 
ish, he  has  virtually  no  equity  exposure  him- 
self. Indeed,  for  some  time  now  he  has 
advised  subscribers  to  invest  in  shorter-term 
Treasurys  (five  to  ten  years). 

But  though  he's  out  and  has  advised  his 
followers  to  get  out,  Russell  hasn't  issued  a 
bearish  signal.  Why?  "We'll  have  to  see  a  lot 
more  before  we  can  say  that  the  greatest  bull 
market  in  history  has  rolled  over  and  died." 
In  short,  he's  willing  to  leave  some  change  on 
the  table  in  order  to  profit  from  what  remains 
of  the  bull  market. 

A  rare  consensus  thus  exists  among  the 
three  market  timers  to  have  beaten  the  mar- 
ket over  the  last  decade:  They  think  that  the 
bull  is  still  running,  but  he  shows  definite 
signs  of  getting  winded.  Time  to  prepare 
your  exit  strategy,  but  not  yet  time  to  put 
it  into  action.  H 
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Tired  Tigers 
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Competitive  devaluations  against  the  dollar 
started  in  Thailand  on  July  2  and  spread  to 
the  Philippines,  Malaysia,  Indonesia,  Taiwan 
and  Singapore.  These  countries  are  going  to 
remain  in  turmoil  for  a  good  while.  Don't  be 
tempted  to  venture  into  these  battered  stock 
and  bond  markets. 

The  devaluations,  of  course,  make  sense. 
Southeast  Asian  currencies  are  tied  to  the 
dollar,  but  their  trade  and  investments  from 
abroad  are  more  closely  linked  to  Japan.  Since 
1995  the  yen  is  down  sharply  against  the 
dollar.  As  a  result  currencies  tied  to  the  dollar 
have  risen  against  the  yen,  which  hurts  them 
in  their  dealings  with  Japan.  It  makes  sense 
then  that  the  Southeast  Asian  currencies 
should  finally  drop.  Look  for  more  of  the 
same.  Indeed,  without  the  present  triple-digit 
short-term  interest  rates  in  many  East  Asian 
countries,  their  currencies  would  collapse. 

The  pressures  on  these  currencies  can  only 
get  worse  since  the  dollar  should  continue  to 
rise  against  the  yen.  Nevertheless,  Southeast 
Asia's  problems  won't  be  solved  by  devalua- 
tions. As  their  currencies  fall,  the  cost  of  their 
huge  dollar-denominated  foreign  debts  are 
rising  to  painful  levels.  In  Indonesia,  private 
foreign  debt  in  1996  ran  25%  of  GDP. 

I  would  avoid  the  tired 
Southeast  Asia  investments 
even  if  their  nose-diving 
stock  markets  stabilize 
at  tempting  levels. 


Those  Southeast  Asian  countries  expanded 
production  facilities  as  though  the  1980s' 
global  boom  would  last  forever.  Now  they  are 
stuck  with  gobs  of  excess  capacity.  Real  estate 
skyrocketed,  as  well,  in  the  Southeast  Asian 
lands,  and  as  it  contracts,  banks  and  other 
lenders  in  Thailand,  South  Korea  and  else- 
where are  stuck  with  bad  loans. 

The  result  is  fiscal  and  financial  contractions 
in  economies  geared  to  growth,  and  a  fright- 
ening away  of  desperately  needed  foreign 
investment.  Think  about  the  legendary 
Bangkok  traffic  jams.  Alleviating  them  will 
require  huge  investments  in  infrastructure, 


but  the  foreign  and  domestic  money  necessary 
to  finance  these  investments  is  fleeing  at  accel- 
erating rates. 

Looming  menacingly  over  the  Southeast 
Asian  economies  is  China,  their  competitor 
for  exporting  goods  made  with  inexpensive 
labor.  But  the  huge  northern  country  can 
make  things  even  cheaper  than  can  her  south- 
ern neighbors.  With  50%  of  her  manufactur- 
ing capacity  unutilized,  China  wants  to  grab 
more  markets  for  the  products  of  her  endless 
supply  of  cheap  labor.  Many  Chinese  in 
coastal  areas  are  productively  employed,  but 
there  are  800  million  in  the  interior  who 
aren't — but  want  to  be.  In  the  interests  of  her 
own  political  stability  China  wants  to  find 
work  for  them.  If  this  means  undercutting  her 
neighbors,  I  have  no  doubt  that  China  will 
have  no  hesitation. 

The  answer  to  being  undersold  in  the  cheap 
labor  game,  of  course,  is  to  shift  to  higher- 
value-added,  more  sophisticated  exports.  But 
this  also  has  pitfalls.  Singapore  and  South 
Korea  deliberately  moved  up  to  electronics 
several  years  ago,  but  it  won't  be  so  easy  for 
Thailand  or  the  Philippines  or  Indonesia  to  do 
the  same.  They  lack  the  trained  and  educated 
labor  as  well  as  the  infrastructure  that  Singa- 
pore possesses  and  that  South  Korea  has  to  a 
lesser  extent. 

I  would  avoid  these  tired  tigers  even  if  their 
nose-diving  stock  markets  stabilize  at  tempt- 
ing levels.  Any  equity  gains  may  be  more  than 
given  back  in  currency  losses.  I  would  also  be 
wary  of  those  that  haven't  yet  cut  their  links 
to  the  dollar — even  Hong  Kong.  The  former 
British  colony's  tie  to  the  dollar  means  that 
the  Fed  controls  her  monetary  policy.  Is  Bei- 
jing happy  about  that,  especially  since  the  next 
move  in  U.S.  interest  rates  is  probably  up?  I 
would  guess  that  eventually  the  Hong  Kong 
dollar  and  the  U.S.  dollar  will  part  company. 

Rather  than  trying  bottom-fishing  in  the 
Southeast  Asian  markets,  I  would  invest  in 
China.  The  mainland  China  stocks  and  the 
red  chips  now  dominate  trading  in  Hong 
Kong.  Beijing  has  taken  control  of  the  Shang- 
hai and  Shenzhen  stock  exchanges  to  stabilize 
them  and  promote  rational  growth.  And  the 
renminbi  is  gaining  on  the  dollar.  It  comes 
down  to  this:  When  the  competition  is  in 
cheap  labor,  I  would  go  with  the  cheapest.  All 
other  things  being  equal,  the  low-cost  pro- 
ducer usually  wins.  Hi 
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From  Houston  to  Hong  Kong, 
from  Paris  to  Portofino,  here  are 
the  world's  choicest  watering  holes 
for  people  with  high  standards 
and  full  pocketbooks. 

Hot  spots 


HOTELS  &  RESORTS 


In  conducting  research  for 
his  Hideaway  Reports  newsletter, 
Andrew  Harper  (a  pseudonym)  visits  hotels  incognito, 
pays  his  own  way  and  accepts  no  advertising.  His 
approach  to  his  annual  survey  of  hotels  and  resorts  is 
equally  impartial.  The  2,500  respondents  aren't  simply 
given  a  menu  of  hotels;  they  must  fill  in  the  blanks  with 
their  own  choices.  And  they  are  folks  accustomed  to  the 
best:  Almost  85%  of  the  respondents  are  chief  executive 
officers,  presidents,  owners  or  partners  of  firms.  They 
do  a  lot  of  traveling. 

On  this  page,  our  world  map  pinpoints  the  top  hotels 
this  group  picked  in  41  major  cities.  It's  followed  by 
lists  that  rank  their  favorite  hotels  and  resorts  (p.  280). 

Last  year  the  Four  Seasons  in  Chicago  dethroned  the 
Hotel  Bel-Air  in  Los  Angeles  to  become  the  top-ranked 
U.S.  city  hotel.  The  Four  Seasons  is  still  on  top,  but  the 
Bel-Air  has  slipped  yet  another  notch.  In  its  place  at 
number  two:  New  York's  St.  Regis. 

Only  five  years  ago  just  two  New  York  City  hotels 
made  the  top  20.  This  year,  six  made  the  list — one 
more  indication  that  Manhattan  is  becoming  the  busi- 
ness capital  of  the  world. 

When  it  comes  to  resorts,  small  is  where  it's  at.  Ten 
years  ago  no  resort  with  fewer  than  50  rooms  made  the 
list.  This  year  five  "boutique"  resorts  made  the  top  20. 

We  only  have  room  to  excerpt  the  Hideaway  survey. 
But  if  you'd  like  the  complete  version,  compliments  of 
Andrew  Harper,  mail  requests  to  Box  50,  Sun  Valley, 
Idaho  83353.  Or  fax  406-862-3486  or  E-mail  hide- 
away@harperassociates.com.  -N.M.  WM 


278 


hotels 


Top  10  U.S.  resort  hotels 

1.  The  Boulders  (Carefree,  AZ)  fi 


2.  The  Greenbrier  (White  Sulphur  Springs,  WV) 

304-536-7899;  800-624-6070 

3.  Ventana  (Big  Sur,  CA) 

408-667-2331;800-628-6500 

4.  Auberge  du  Soleil  (Rutherford,  CA) 

707-963-1211;800-348-5406 

5.  Inn  at  Little  Washington  (Washington,  VA) 

540-675-3800 

6.  The  Lodge  at  Koele  (Lanai,  HI) 

808-565-3800;  800-321-4666 

7.  Post  Ranch  Inn  (Big  Sur,  CA) 

408-667-2200;  800-527-2200 

8.  Mauna  Kea  Beach  Hotel  (Kohala  Coast,  HI) 

808-882-7222;  800-882-6060 

9.  The  Cloister  (Sea  Island,  GA) 

912-638-3611,800-732-4752 

10.  The  Phoenician  (Scottsdale,  AZ) 

602-941-8200;  800-888-8234 

Entries  highlighted  in  red  are  shown  in  photographs 


Old-fashioned  lessons  from  America's  wealthy. 

Slow  and  steady  does  it 

By  Tim  W.  Ferguson 


HTfWflfffflH  Can't  get 
■HMHMRMifl  enough  about 
the  rich?  Two  books  this  season  offer 
a  lot  more.  Andrew  Hacker,  a  prolif- 
ic pundit  from  Queens  College,  slices 
and  dices  income  data  in  Money:  Who 
Has  How  Much  and  Why  (Scribner, 
$25).  Hacker's  is  the  latest  brooding 
over  earnings  inequality  to  hit  the 
shelves.  A  more  original  alternative  is 
The  Millionaire  Next  Door:  The  Sur- 
prising Secrets  of  America's  Wealthy 
(Longstreet  Press,  $22),  the  sleeper 
business-book  hit  of  the  year. 

Millionaire  I  is  sold  nearly 
500,000  copies.  '.Vhcre  Hacker's 


work,  sprightly  as  he  makes  it,  is  full 
of  statistics  and  some  predictable  lib- 
eral moralizing,  Millionaire  is  a 
homily  on  thrift  and  modesty  in  a 
country  that  has  witnessed  so  little  of 
either  in  recent  years.  Authors 
Thomas  Stanley  and  William  Danko 
have  tapped  into  the  longing  of  ordi- 
nary Americans  to  be  wealthy.  Their 
conclusion  is  that  all  around  us 
people  are  quietly  getting  rich. 

Stanley,  who  travels  the  lecture  cir- 
cuit out  of  Atlanta,  and  Danko,  a 
former  professorial  colleague  at  SUNY 
Albany,  show  that  even  while  the  rich 
may  be  getting  richer,  there  are  get- 


ting to  be  many  more  of  them.  They 
extrapolate  from  surveys  that  3.5  mil- 
lion U.S.  households  are  worth  at 
least  $1  million,  based  on  simple  net 
worth  calculations  (not  counting  the 
principal  in  trusts).  The  implication 
of  the  book — and  this  may  explain  its 
popularity — is  that  nearly  anybody 
with  a  steady  job  can  amass  a  tidy  for- 
tune by  living  below  his  means  and 
investing  soundly. 

By  contrast,  Hacker's  Money 
defines  "rich"  as  anyone  who  brings 
in  a  million  bucks  in  any  given  year,  a 
more  rarefied  group  than  the  Stanley 
and  Danko  neighbors.  Where  the 
two  books  do  agree  is  that  an  excel- 
lent way  to  get  rich — by  either  defi- 
nition— is  to  own  your  own  business. 
For  one  thing,  it  helps  to  minimize 
exposure  to  the  IRS. 

Stanley  and  Danko  harp  on  the 
virtues  of  buying  used  cars  and  dis- 
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count  suits.  Their  image  of  Amer- 
ica's mainstream  millionaires  driv- 
ing dowdy  domestic  sedans  is 
undercut  a  bit,  however,  when  the 
authors  note  that  the  most  popular 
U.S. -made  models  among  the  quiet 
rich  are  actually  the  same  obtrusive 
sport-utility  vehicles  that  their  debt- 
happy  countrymen  love. 

Even  the  frugal  can  succumb  to  a 
soft  heart.  The  authors  say  that 
"more  than  46%  of  the  affluent  in 
America  give  at  least  $15,000  worth" 
of  aid  annually  to  their  adult  children. 
This  they  regard  as  a  mistake.  Their 
advice:  Spend  for  your  kids'  school- 
ing and  maybe  seed  their  first  busi- 
ness venture,  but  otherwise  let  them 
earn  their  keep.  And  don't  coddle 
grandchildren,  either. 

Well,  what  is  money  for? 

Unfortunately,  Stanley  and  Danko 
don't  examine  how  simply  having  kids 
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is  a  drain  on  building  and 
keeping  a  fortune.  Some  55%  of  the 
putatively  parsimonious  group  of  mil- 
lionaires next  door  send  the  kids  to 
private  schools,  and  after  that,  college. 
Add  in  orthodontia  and  sports  or 
music  lessons,  and  surely  it  becomes  a 
good  sight  harder  to  reach  seven  fig- 
ures on  your  personal  balance  sheet. 

Stanley  and  Danko  also  give  short 
shrift  to  the  impact  of  timing  in  other 


major  choices.  For  instance,  when  to 
buy  a  home?  How  many  of  America's 
quiet  millionaires  got  that  way  by 
having  the  luck  to  have  bought  prop- 
erty near  the  end  of  a  slump  and 
simply  enjoyed  the  appreciation?  My 
ill-timed  home  investment  is  likely  to 
keep  me  out  of  the  The  New  Million- 
aires Next  Door. 

But  never  mind.  Both  these  books 
— Hacker's  social  criticisms  aside — 
make  it  clear  that  wealth  is  an  ever 
more  realizable  status  in  the  U.S. 

Below  the  superrich  we  hear  so 
much  about — and  Forbes  writes  so 
much  about — is  a  solid  layer  of 
Americans  who've  achieved  security 
over  celebrity  or  style.  That  so  many 
are  buying  a  book  that  extols  the 
virtues  of  acquiring  affluence  through 
patience  and  minimal  self-gratifica- 
tion is  a  hopeful  sign  of  more  bounty 
to  come.  m 


Slurping  noodles 


By  Andrew  Tanzer 


TASTINGS 


The  Chinese  have  achieved  many 
things  in  their  glorious  5,000  years  of 
civilization,  but  good  hygiene  is  not  among  them.  Some 
1 5  years  ago,  in  Taiwan,  I  bought  a  bowl  of  noodles  from 
an  outdoor  hawker  stall  and  slurped  them  down  enthusi- 
astically. Seconds  later  I  came  close  to 
vomiting  as  I  watched  the  hawker 
bend  down  and  wash  the  bowl  in  an 
open-air  sewage  canal.  I  swore  off 
Chinese  hawker  stalls  after  that. 

Singapore  is  different.  You  may 
not  like  the  father-knows-best  atti- 
tude of  the  governing  authorities, 
but  they  do  run  a  spick-and-span 
little  island.  Here,  therefore,  you  can 
gorge  yourself  on  atmosphere  and 
Asian  food  with  no  worry  about 
hepatitis — or  worse.  Visit  the  gov- 
ernment-inspected Newton  Hawker 
Center,  across  the  street  from 
Newton  Circus  subway  station  and  a 
stone's  throw  from  the  prime 
Orchard  Road  sh<  pping  district.  At 
this  palm-tree  f: :i  ;ed  complex  of  nearly  100  outdoor 
hawker  stalls,  you  feast  on  a  delicious  cheap  meal 
without  worrying  ab  >ut  getting  sick. 

The  beer  flowj  con  Center,  and  the  normally 

straitlaced  locals  indi  ieir  ethnicity.  The  odor  of  garlic 
and  pepper  wafts  th  the  tropical  air.  The  cheap 


metal  tables  and  stools  wobble,  and  the  warm  equatorial 
night  is  made  hotter  by  the  seafood  sizzling  in  the  hawker 
stalls.  The  food  is  so  good  and  the  atmosphere  so  festive, 
you  hardly  notice  that  you're  sweating. 

The  emphasis  here  is  on  fresh  seafood;  the  principal 
cooking  styles  are  southern  Chinese  and  Straits  Chinese 
(Malaysia  and  Singapore).  Wander  from  stall  to  stall,  pick 
out  the  seafood  you  want,  tell  the  cheerful  husband-and- 
wife  teams  how  you  want  it  cooked,  and  with  Singapore- 
an efficiency,  they'll  find  you  at  your  chosen  table. 

Better  yet,  hang  around  to  watch. 
With  awesome  speed  and  skill,  these 
street  chefs  toss  handfuls  of  noodles 
and  vegetables  into  giant  woks  hissing 
with  oil  and  chili,  garlic  or  black 
pepper  sauces.  I  ordered  squid  in 
oyster-and-ginger  sauce  ($5.30), 
Hainan-style  oyster  omelet  with  chili 
sauce  ($3.30)  and  a  big  platter  of 
Hokkien  fried  prawn  noodles  with 
lime  and  chili  sauces  on  the  side 
($3.30).  The  seafood  was  served  on 
banana  leaves. 

Spicy  food  cries  out  for  beer.  Here 
there  are  local  Tiger  and  Anchor,  plus 
imported  Beck's,  Kirin,  Tsingtao. 
(Sorry,  no  Bud.)  Teetotaler?  There 
are  delicious  fresh  fruit  juices,  too — 
mango,  rock  melon,  watermelon  and  more.  Dessert?  Try 
a  fresh  tropical  fruit:  mangosteen,  rambutan,  litchi  or  the 
fetid  but  tasty  durian. 

Like  so  much  of  Southeast  Asia,  Singapore  is  rapidly 
being  mailed.  Newton  Hawker  Center  remains  defiant- 
ly— and  hygienically — Asian.  M 
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Dangerous  labels 


Dr.  Thomas  Sowell  is 
an  economist  and  a 
senior  fellow  at  the 
Hoover  Institution  in 
Stanford,  Calif. 


Among  the 
late-talkers 
once 

suspected 
of  being 
mentally 
retarded 
is  nuclear 
physicist 
Edward 
Teller. 


By  Thomas  Sowell 

The  parents  of  a  silent  little  girl,  who  was 
long  past  the  normal  age  for  talking,  poured 
out  their  despair  to  one  another  one  evening, 
oblivious  to  the  little  girl  herself.  Then  their 
daughter  spoke  her  first  words:  "I'm  sorry." 

This  was  one  of  many  painful  stories  I 
learned  of  while  doing  research  for  my  book 
Late-Talking  Children.  While  children  3  or  4 
years  old  may  be  late  in  talking  for  all  sorts  of 
reasons,  too  many  adults  are  quick  to  label, 
without  any  sufficient  reason.  Relatives,  people 
in  day  care  centers  and  others  with  no  medical 
training  have  called  such  children  "retarded" 
or  "autistic,"  among  other  labels. 

One  mother  was  told  by  friends  .D_^_^__ 
and  relatives  that  her  silent  little 
4-year-old  boy  might  someday 
have  to  be  "put  away."  In  later 
years,  it  turned  out  that  he  had  an 
extraordinarily  high  IQ. 

The  public  schools  are  especially 
prone  to  label  children  as  having 
"pervasive  developmental  disor- 
der," even  if  these  supposedly  "per- 
vasive" disorders  are  in  fact  limited 
to  being  late  in  talking,  and  the 
children  are  normal — or  above 
normal — in  all  other  respects. 
Schools  are  eligible  for  extra  money 
for  each  child  who  is  given  certain 
labels  for  abnormalities.  Worse  yet,  once  these 
labels  are  put  on,  they  are  seldom  taken  off. 

As  these  labels  follow  the  children,  they  are 
likely  to  be  treated  differently  by  others  they 
encounter,  inside  and  outside  the  school 
system.  One  late-talking  little  boy  named  Billy 
developed  a  habit  of  keeping  only  one  eye 
open  at  a  time,  sometimes  the  left  and  some- 
times the  right.  Yet  his  pediatrician  did  not  rec- 
ommend having  him  examined  by  an  eye  spe- 
cialist, apparently  thinking  that  this  was  just 
one  more  sign  of  odd  behavior  from  a  strange 
child  who  had  been  labeled  "autistic." 

Only  after  the  mother  exploded  in  anger  did 
the  pediatrician  recommend  an  ophthalmolo- 
gist who  was  experienced  with  "boys  like 
Billy."  In  reality,  little  Billy  turned  out  to  have 
double  vision — and  he  would  have  gone  blind 
in  one  eye  if  his  condition  had  not  been  caught 
and  corrected  in  time. 

It  also  turned  out  that  the  ophthalmologist 
had  indeed  treated  many  autistic  children  but 
these  were  not  "boys  like  Billy."  In  fact,  he 
reassured  Billy's  mother  that  her  son  was  not 
at  all  like  the  autistic  children  he  had  seen. 


Billy's  behavior  improved  dramatically  after  his 
double  vision  was  corrected,  which  is  appar- 
ently not  uncommon. 

Billy  had  always  been  a  bright  kid,  having 
learned  to  use  a  computer  and  a  videocassette 
recorder  at  age  2xh.  Though  still  only  a 
preschooler,  he  now  helps  his  mother  when 
she  has  trouble  with  Windows  95.  He  has  also 
taken  piano  lessons  and  likes  to  show  off  by 
playing  tunes  with  his  eyes  closed. 

While  many  children  talk  late  because  of  deaf- 
ness, mental  retardation,  autism  or  other  seri- 
ous problems,  there  is  also  a  whole  class  of  chil- 
dren much  more  like  little  Billy.  After  studying 
dozens  of  such  children,  I  discov- 
ered that  their  families  are  full  of 
people  in  highly  analytical  occupa- 
tions, such  as  engineering  or  sci- 
ence, and  people  who  play  musical 
instruments.  Moreover,  the  chil- 
dren themselves  tend  to  excel  in 
mathematics  and  other  analytical 
things,  as  well  as  being  musically 
inclined.  This  has  also  been  true  of 
my  son,  who  was  nearly  4  years 
old  before  he  talked  and  who  is 
now  a  computer  programmer. 

No  one  really  knows  why  this 
particular  set  of  children  talk  late, 
much  less  why  they  have  these 
other  characteristics  that  clearly  indicate  that 
they  are  not  retarded.  Many  of  these  children 
have  had  medical  examinations  for  everything 
imaginable,  usually  with  nothing  turning  up 
that  would  suggest  why  they  are  years  behind 
schedule  in  talking.  Among  those  in  the  group 
I  studied,  87%  were  boys. 

Incidentally,  among  the  late-talkers  once 
suspected  of  being  mentally  retarded  is 
nuclear  physicist  Edward  Teller.  Other  nuclear 
physicists  who  talked  late  include  Richard 
Feynman  and  Albert  Einstein.  We  must  also 
take  the  bitter  with  the  sweet:  Benito  Mus- 
solini talked  late. 

Since  there  is  no  way  for  someone  with  no 
medical  background  to  know  why  a  particu- 
lar child  talks  late,  medical  examinations  are  a 
must  and  some  nonverbal  intelligence  test  is 
very  desirable.  However,  one  of  the  problems 
with  "early  intervention"  in  those  cases  where 
the  child  has  no  discernible  medical  problem 
is  that  this  can  cause  needless  psychological 
problems,  as  in  the  case  of  the  little  girl  who 
felt  sorry  that  she  was  disappointing  her 
parents.  H 
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$350,000++  Potential 
Annually  FROM  HOME 

S350K  and  more  possible  annually  from  one-time 
start  up  of  less  than  $10K.  $75K  potential  1st  few 
months.  One  year  old,  global  company, 
break-through  product  and  profit  structure.  Work 
from  wherever  you  have  phone,  fax.  No  inventory 
or  selling  experience  required.  No  meetings,  not 
MLM.  Call  now— 1-80O432-0018  x2776  for  24 


HE  CELLARS 


Winecellars 
Humidors 


Beautiful  burl  root  humidors  lor  75 
cigars  only  $169,  includes  humidi- 
fier, solution  kit  and  hygrometer-a 
5f 00  value!  Other  models  for  up 
to  250  cigars  with  a  mirror-  ^| 
like  poly/lacquer  finish  and 
brass  locksets.  Display 
units  with  2  glass  doors  & 
electric  humidifier-holds  1500  cigats 
only  $1395  and  custom  walk-ins  hold  millions! 

47  Deluxe  Winecellars,  24  bottle  cellars  from 
$229,  handmade  wood  cellars  for  60  to  3400 
bottles,  cooling  units,  custom  racks  and  cellars. 

Call  for  a  free  catalog  800/777-8466 
www.vinotemp.com 


I    N    T    E    R    N    A  T 



RACECAR  DRIVING  SCHOOL 


Richard  Petty  Driving  Experience 

is  available  year  round  at  Atlanta,  Charlotte,  Las  Vegas, 
and  Walt  Disney  World  Speedway.  5  courses  to 

choose  from  with  rides  starting  at  $99.99. 
For  more  information  and  a  free  brochure,  call: 


b^H                                           Hftlll^lw                     minute  message                                              «    "WWW     fjv  m     V  VMVffff 

Forbes 

CAPITALIST  TOOL9 

FORBES  MARKET  CLASSIFIED 

To  spotlight  your  specialty  product  or  service  to  an  affluent  proven  responsive  executive  audience: 

CALL  OR  FAX  LINDA  LOREN  (212)  260-0620  or  FAX  (212)  260-8183 

e-mail:  lloren@forbes.com 


ADVERTISEMENT 


Dealerscope  Consumer  Electronics  Marketplace 

Products  of  the  Month 


■f  — 1 

•m 

m 

t  M't  y 

P  2  g 

» 

NEC  AMERICA 

TalkTime®  MAX™  960  Series 
Cellular  Phone 

NEC  America,  Inc.  releases 
its  TalkTime®  MAX™  960,  the  finest  in 
the  TalkTime  MAX  Series  this  summer. 
This  new  alphanumeric  phone  is 
compact  (5.8  inches)  and  lightweight 
(7.8  ounces),  yet  maintains  the  same 
durability  and  quality  of  larger  phones. 
In  addition,  the  TalkTime  MAX  960 
phone  offers  one  of  the  longest  talk 
times  ( 1 35  minutes)  available  in  its  size. 
For  more  information  about  the  TalkTime 
MAX  960,  and  other  cellular  products 
available  from  NEC  America,  Inc., 
please  contact  a  sales  representative 
at  l-800-CALL-NMI. 


FEDCO  ELECTRONICS,  INC. 
Energy*  Brand  Laptop  Batteries 

Fedco  Electronics  is  pleased 
to  announce  their  new 
Energy+  brand  name  for 
their  laptop  and  notebook 
batteries.  Fedco  Electronics, 
Inc.  is  the  leading  supplier  of 
replacement  batteries  to  the 
computer  industry. 
Consumers  may  purchase  Energy+  brand  laptop  batteries 
from  1-800- BATTERIES  [1-800-228-8374)  or  BATTERIES 
PLUS  (1-800-677-8278). 


P1ERSC0PE 

CONSUMER  ELECTRONICS  MARKETPLACE 


Philips  Consumer  Communications 
Isis™  N-Amps  Phone 

As  the  smallest  and  lightest  cellular  phone  in 
its  class,  the  new  easy-to-use  Isis™  N-Amps 
cellular  phone  from  Phillips  Consumer 
Electronics  Communications  also  features  the 
longest  talk  time  of  any  AMPS  phone  on  the 
market  With  up  to  six  hours  talk  and  70  hours 
standby  time*,  the  ISIS  phone  is  designed  to 
give  you  peace  of  mind  by  knowing  you  always 
have  power  to  spare  The  Isis  phone  is  small 
at  5  78  x  2  1 2  inches  and  lightweight  at  5.6  oz 
In  addition  to  recharge  batteries,  the  Isis 
phone  can  operate  on  four  standard  AA  bat- 
teries Call  800-783-9248  for  more  information 
or  visit  our  web  site  at  www.philips.com/pcc. 


NEC 

MessageMaker™  I,  MessageMaker  II,  MessageMaker  III 
Numeric  Pagers 

NEC's  MessageMaker  pagers  are  a 
dynamic  new  series  of  front  display 
numeric  pagers  with  three  contem- 
porary case  designs  Choose  from 
three  models  —  basic,  mid-range, 
and  ultimately,  high-end  with  numer- 
ic capabilities  These  exciting  pagers  offer  features  such  as 
communications  icons,  alarm  clock  and  timer,  message 
protection/deletion  and  much  more.  For  more  information, 
call  1-800-421-2141. 

AIWA  America,  Inc. 

XP-SP1000  Cross  Trainer  Portable  CD  Player 

AIWA  America  adds  an  extraordinary 
40  second  E.A.S.S.  (Electronic  Anti- 
Shock  System)  CD  player  to  the  Cross 
Trainer  series.  The  XP-SP1000  is  the 
first  CD-Player  in  the  Cross  Trainer 
line  which  features  a  three-point  LED 
battery  life  indicator,  AlWAs  DSL 
(Dynamic  Super  Linear  Bass),  and  a 
water  resistant  design  for  both  the  main  unit  and  head- 
phones. The  durable  purple  and  white  Cross  Trainer  series 
is  a  great  accompaniment  for  the  active  outdoor  enthusi- 
asts. For  more  information,  call  I-800-BUY-AIWA 


For  CE,  PC  and  Major  Appliance  Retailers 

i  s:  •  401  North  Broad  Street  •  Philadelphia,  PA  19108  •  (215)  238-5300  •  www.dealerscope.com 


SUCCESS 
THROUGH 
EDITORIAL 
EXCELLENCE 


FLASHBACKS 

tDITtP  BY  DEBO  A.  SAUHDERS 


"The  more  things  change..." 
70  years  ago  in  Forbes 

(From  the  issue  of  Sept.  15,  1927) 


Charles  A.  Lindbergh  starts  on  a  tour 
to  stimulate  U.S.  interest  in  aviation. 


"European  aviation  has  been  princi- 
pally fostered  by  military  men  without 
commercial  genius,  or  by  commercial 
men  who  know  that  government  will 
make  up  any  deficit  that  bad  manage- 
ment may  cause.  American  aviation, 
forced  to  make  a  profit  or  stay  on  the 
ground,  has  candy  in  an  ornamental 
box  which  its  promoters  presendy  will 
begin  to  open." 

"Business  is  still  going  along  at  gen- 
erally prosperous  levels,  even  though 
at  somewhat  lower  volume  and  prof- 
its than  a  year  ago.  The  chief  point  is 
not  so  much  in  fundamental  change 
of  the  business  structure  as  in  the 
heights  which  our  speculative  mar- 
kets have  reached  and  the  compara- 
tively high  rate  at  which  industry  has 
been  operating  for  years." 

60  years  ago 

(From  the  issue  of  Sept.  15,  1937) 
"  'Buy  British'  is  no  mere  slogan.  It 
has  become  almost  a  religion.  Not  a 
few  store  signs  proclaim  that  no  for- 
eign goods  are  sold.  Britain's  old- 
time  adherence  to  free  trade  has 
been  thrown  to  the  winds.  Tariffs 
and  subsidies  are  multiplying. 
'Empire  preference'  has  become  syn- 
onymous with  patriotism." 

"Idle  machines  at  Container  Corp. 
were  eating  their  heads  off  in  over- 
head. Yet  any  bid  for  added  volume 


by  price  cutting  would  only  precipi- 
tate a  nationwide  repetition  of  the 
price  war  which  had  harassed 
Chicago  a  few  years  before.  So 
Walter  Paepcke  began  putting  more 
and  more  emphasis  on  research, 
which  involves  the  technical  aspects 
of  packaging  and  the  merchandising 
assistance  a  good  package  can  con- 
tribute. He  began  adding  new  cus- 
tomers from  among  the  folks  who 
had  never  previously  used  paper 
packaging.  And  by  thus  doing  his 
raiding  in  other  industries  rather 
than  his  own,  he  helped  maintain  a 
stable  price  structure  while  increas- 
ing his  share  of  the  total  business." 


Walter  Paepcke's 
emphasis  on 
research  plus 
creative  help 
to  customers  first 
remade  Container 
Corp.,  then  the 
industry. 


50 


years  ago 


(From  the  issue  of  Sept.  15,  1947) 
"Wholesale  prices  are  due  to  stabi- 
lize with  general  betterment  of  the 
supply  picture — that's  the  outlook  as 
and  when  domestic  pipelines  fill  up, 
and  more  world  commodities  are 
offered  in  the  market  place  in  an 
attempt  to  garner  American  dollars." 

"Losing  ground  in  its  struggle  to 
achieve  post-war  production  goals, 
the  auto  industry  continues  to  dis- 
appoint prospective  new  car  buyers. 
While  output  for  the  year  will  be 
good  in  comparison  with  some  pre- 
war years,  it  falls  short  of  1947's 
ambitious  schedule." 


25 


years  ago 


(From  the  issue  of  Sept.  15,  1972) 
"The  Social  Security  Administration 
reports  that  in  1972  there  has 
been  a  marked  rise  in  the  number 
of  centenarians — people  over  100 — 
in  the  U.S.  Nearly  7,000  men 
and  women  can  now  claim  that 
distinction,  compared  with  only 
5,200  in  1971." 


"Florida  is  the  hottest  statewide 
housing  market  in  U.S.  history,  and 
West  Palm  Beach  is  the  hottest  local 
market,  says  Advanced  Mortgage 
Corp.'s  second  annual  survey. 
Orlando  and  Tampa-St.  Petersburg 
are  the  second-  and  third-hottest 
local  markets,  and  Florida's  small 
towns  and  rural  areas  are  building  at 
over  twice  the  national  average. 
Florida  alone  issued  more  housing 
permits  than  the  populous 
Northeast." 

10  years  ago 

(From  the  issue  of  Sept.  21,  1987) 
"The  Federal  Deposit  Insurance 
Corp.  seems  to  be  having  troubles 
of  its  own.  Though  its  insurance 
fund  grew  to  $18.3  billion  last 
year,  up  34%  since  1982,  the  rising 
number  of  bank  failures  has  pushed 
down  the  fund's  coverage  ratio  to 
only  1.1%  of  insured  deposits — the 
lowest  ever.  Worse,  the  FDIC's 
net  income  fell  79%  last  year,  and 
it  now  lists  11%  of  its  banks  as 
'troubled.'  " 


Forbes  cover 
for  Sept.  21, 1987 


"America's  top-grossing  executive 
last  year  was  Chrysler's  Lee  Iacocca, 
who  earned  just  short  of  $21  mil- 
lion, stock  options  included.  But 
these  numbers  were  dwarfed  by 
people  in  entertainment.  Forbes 
figures  that  ten  entertainers  earn 
$20  million  a  year  or  more.  Bill 
Cosby,  if  you  credit  the  discounted 
present  value  of  his  syndication 
rights  from  this  year's  episodes,  will 
make  nearly  $100  million  in  1987. 
Such  people  are  not  entertainers. 
They  are  businesses."  Ml 
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THOUGHTS  ON  THE  BUSINESS  OF  LIFE 


thoughts@forbes.com 


Why  Congress  won't  deal 
with  liability  insurance 
insanity  is  appallingly 
plain.  One  hundred  and 
ninety-one  members  of 
the  House  and  62  members 
of  the  Senate  are  lawyers. 
And  it's  their  legal 
brethren  who  profit  by 
ambulance  chasing  and 
by  legal  shake-down 
lawsuits.  So  long  as 
lawyers  dominate  both 
houses  of  Congress,  you 
can  be  dead  sure  that 
our  country  won't  do  as 
the  British  have  always 
done — outlaw  contingency 
fees,  by  which  lawyers 
get  a  big  hunk  of  any 
award  they  win  for  clients 
they  often  stir  up  to  sue. 

-Malcolm  Forbes 


A  Text  .  .  . 

Live  joyfully  with  the 
wife  whom  thou  lovest 
all  the  days  of  the  life  of 
thy  vanity,  which  he  hath 
given  thee  under  the  sun, 
all  the  days  of  thy  vanity: 
for  that  is  thy  portion  in 
this  life,  and  in  thy  labor 
which  thou  takest  under 
the  sun. 

-Ecclesiastes  9:9 


Sent  in  by  Robert  W.  Eidson, 
Springfield,  Mo.  What's  your 
favorite  text?  Forbes  Book  of 
Quotations-.  Thoughts  on  the 
Business  of  Life  is  presented 
to  senders  of  texts  used. 


An  association  of  men  who 
will  not  quarrel  with  one 
another  is  a  thing  which  has 
never  yet  existed,  from  the 
greatest  confederacy  of 
nations  down  to  a  town 
meeting  or  a  vestry. 
-Thomas  Jefferson 

In  politics  there  is  a  cul- 
tivated distinction  between 
lies  and  deceit. 

-Art  Buck 

History  as  an  entirety  could 
only  exist  in  the  eyes  of  an 
observer  outside  it  and 
outside  the  world.  History 
only  exists,  in  the  final 
analysis,  for  God. 
-Albert  Camus 

You  can't  shake  hands  with 
a  clenched  fist. 
-Indira  Gandhi 


If  you  really  want  to  do 
something,  you'll  find  a 
way;  if  you  don't,  you'll 
find  an  excuse. 

-Anonymous 

There  is  a  rule  in  sailing 
that  the  more  maneuverable 
ship  should  give  way  to  the 
less  maneuverable.  I  think 
this  is  sometimes  a  good 
rule  to  follow  in  human 
relations  as  well. 
-Dr.  Joyce  Brothers 

He  was  a  bold  man  who 
first  ate  an  oyster. 
—Jonathan  Swift 

Progress:  He  retired  from 
doing  business  paperwork  at 
the  office  to  doing  health 
paperwork  at  home. 

-Cecil  Baxter 


When  anyone  gets  something 
for  nothing,  someone  else 
gets  nothing  for  something. 

-Anonymous 

I'm  in  favor  of  letting  the 
status  quo  stay  as  it  is. 
-Wisconsin  legislator 

A  miracle  only  happens 
to  other  people. 

-Robert  Half 


The  "Thoughts"  three-volume  boxed  set  and  individ- 
ual volumes,  now  out  of  print,  have  been  replaced  by 
Forbes  Book  of  Quotations:  Thoughts  on  the  Business 
of  Life,  a  new  one-volume  deluxe  edition  with  more 
than  900  pages  and  14,000  quotes.  The  price  is  only 
$40.00,  plus  $3.50  shipping  and  $1.00  per  item  han- 
dling (add  applicable  sales  tax). 

Still  available:  the  Thoughts  Screen  Savertor  PC 
(Windows  W  diskette),  for  $19.95. 
To  order,  please  call  toll-free,  1-800-876-6556. 


Wherever  men  have  lived 
there  is  a  story  to  be  told, 
and  it  depends  chiefly  on 
the  storyteller  or  historian 
whether  it  is  interesting 
or  not. 

-Henry  David  Thoreau 

The  difference  between 
genius  and  stupidity  is 
that  genius  has  its  limits. 

-Anonymous 

How  does  education  manage 
to  teach  us  so  little  that  is 
useful  about  some  really 
important  subjects,  such  as 
parenting  and  taxpaying? 
-Cullen  Hightower 

There  is  nothing  so  wasteful 
as  doing  with  great  effi- 
ciency that  which  does  not 
have  to  be  done  at  all. 

-Anonymous 
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Telephone.  Wireless.  Information  services  for 
the  financial  and  communications  industries. 
If  that  is  all  we  did,  we  could  easily  describe 
what  we  could  do  for  you.  But  we  are  a 
computing  and  communications  company 
with  practical  experience  in  all  these  areas, 
so  the  possibilities  are  endless.  Let's  talk. 


ALWAYS  MORE  THAN  YOU  THOUGHT 

1-888-2-ALLTEL  www.alltel.com 
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Double  Trouble:  Year  2000  and  the  Euro    Matt  Hotle  and  Nick  Jones 

Year  2000  compliance  and  European  Monetary  Union  conversion  will 
reshape  and  delay  major  IT  deployment  decisions  for  50%  of  enter- 
prises and  consume  15%  to  20%  of  total  IT  resources  worldwide 
through  2000. 

Enterprise  Applications  Erik  Keller 

Consolidation  will  put  80%  of  the  revenue  from  the  packaged  applica- 
tions market  into  the  hands  of  four  to  six  vendors  by  2002. 

Technology's  Rising  Star:  The  Internet  Doug  Cayne 

The  Internet  is  the  key  to  opening  doors  to  new  opportunities.  If  ClOs 
do  not  embrace  it,  their  competitors  certainly  will. 

Inside  Intranets  Dave  Whitten 

Intranets  can  be  very  empowering  to  the  organization.  But  many 
implementations  have  just  scratched  the  surface.  Our  advice:  don't 
underestimate  the  cost  or  the  strategic  value  of  intranets. 

Electronic  Commerce  for  Sale  Barbara  Reilly 

While  tens  of  thousands  of  firms  are  building  Web  sites,  few  have 
any  hard  plans  for  using  them  to  do  business,  and  even  fewer  have 
any  idea  just  how  much  such  sites  cost. 

Network  Computers  Want  Your  Desktop  Audrey  Apfel 

Because  of  compelling  cost/benefit  factors,  shipments  of  NC  type 
devices  will  total  20%  of  all  desktop  units  by  2002. 

IT  Asset  Management:  Who  Needs  It?  Karen  Cone 

By  2002,  75%  of  organizations  with  more  than  1,000  desktops  will 
have  initiated  asset-tracking  programs. 

Outsourcing  to  the  Rescue  Mike  Vargo 

By  2000,  75%  of  enterprises  will  employ  selective  IT  outsourcing  as  a 
routine  means  to  increase  competitiveness  or  gain  new  resources 
and  skills. 

Information  Security:  Coping  With  Risks  Bill  Malik 

Don't  overreact  to  security  risks  by  reading  about  an  incident  and  then 
trying  to  provide  the  ultimate  level  of  controls  against  a  similar  incident 
in  your  own  organization.  If  you  do  so,  you're  probably  going  to  encounter 
excessive  costs  and  some  massive  disruptions  to  your  users. 

Knowledge  Management:  The  Era  of  Shared  Ideas  Jim  Bair 

Knowledge  becomes  a  resource  that  can  be  stored  and  reused  by 
employees  anytime,  anywhere  and  anyplace. 

Global  Telecommunications  Ken  McGee  and  Anne-Marie  Roussell 

By  2002,  European  domestic  and  international  telecommunications 
tariffs  will  decrease  by  40%  or  more  from  1997  levels,  depending  on 
service  type  and  country.  In  the  U.S.,  telecommunications  reform  will 
drive  effective  domestic  and  international  rates  down  by  25%  or  more 
from  1997  levels. 


lome  ClOs  believe  that  the  best  defense  is  to  monitor  changes  in 
technology  and  wait  for  answers  to  emerge.  Waiting  on  the  sidelines 
J  and  watching  competitors  crumble  is  not  a  winning  strategy. 
Enterprises  that  proacbvely  respond  to  competitive  issues  will  ensure  a 
niche  in  their  industry  at  the  dawn  of  the  new  millennium. 


Whether  you've  just  put  the  final  touches  on  a  virtual  reality  design  of  a 
multibillion  dollar  jet  or  simply  e-mailed  the  home  office  across  six  time 
zones,  you  know  the  marvels  of  living  in  a  world  wired  for  information. 
Technology,  even  with  its  queasy  imperfections,  has  kept  its  promise  to 
change  the  way  we  do  business. 

Looking  ahead,  users  of  information  technology  (IT)  have  every  reason  to 
expect  an  exciting  future,  one  where  such  developments  as  the  Internet  and 
Web-based  commerce  become  engines  for  businesses  to  prosper.  But  not  all 

progress  is  seamless.  Once  again,  the  IT  indus- 
try is  grappling  with  explosive  growth  that  is 
forcing  it  through  a  massive,  and  disruptive, 
reinvention.  As  the  largest  consumer  of  complex 
IT,  business,  too,  is  facing  many  pressures  to 
recast  itself.  Companies  have  to  simultaneously 
stay  ahead  of  competitors,  follow  technology's 
rapid  innovations  and  contrive  to  make  IT  serve 
business  goals  better  than  before.  While  the 
age  of  biometric  passwords  —  hand  geometry 
and  retinal  patterns  —  may  be  upon  us,  for 
most  technology  managers  the  concerns  are  more  prosaic,  such  as  how  to 
cut  the  cost  of  owning  a  battalion  of  PCs. 

To  understand  what  is  occurring  in  technology  and  how  to  equip  organiza- 
tions with  IT  strategies  for  a  changing  global  marketplace,  Gartner  Group's 
Symposium/ITxpo  '97  is  the  best  place  to  be  October  6-10.  As  the  world's 
foremost  IT  advisors,  Gartner  Group  knows  no  two  companies  have  the 
same  set  of  IT  problems,  or  even  expectations.  That  is  why  Gartner  Group 
Symposium/ITxpo  '97  will  have  over  200  presentations,  34  tracks  and  200 
IT  experts  participating  during  the  weeklong  conference.  Design  your  own 
schedule  at  Symposium/ITxpo  to  set  your  company  on  the  right  path  — 
so  it's  still  around  to  greet  the  new  millennium. 

Gartner  Group  and  Forbes  are  delighted  to  collaborate  on  this  special 
report.  We  hope  to  see  you  in  Orlando  this  October! 


Manny  Fernandez 

airman  &  Chief  Executive  Officer 
tner  Group 
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No  Downtime  for  the  CIO 

No  one  needs  to  understand  the  interJ 
play  between  today's  dynamic  business 
environment  and  the  fast-paced  IT 
industry  better  than  the  chief  informa 
tion  officer  —  the  person  charged  witl 
managing  the  corporate  network. 

In  the  next  three  to  five  years,  say 
Gartner  Group  analysts,  CIOs  will  cor 
front  multiple  pressures  on  their  IT 
strategies  and  investments.  Some  arise 
from  unstoppable  events  in  the  outsid* 
world,  others  from  revolutionary 
changes  in  the  IT  and  telecommunica 
tions  industries  or  from  forces  within 
companies  themselves.  It  is  this  era  on 
accelerated  change,  says  Gartner 
Group,  that  will  define  the  key  man- 
agement challenges  for  the  balance  of 
the  decade. 

No  Place  to  Hide 

One  overarching  threat  to  organiza- 
tions worldwide  is  the  year  2000  prob- 
lem —  a  coding  snag  in  software  appli 
cations  that,  if  left  unfixed,  could  brin 
many  companies  to  a  halt.  Within  a 
similarly  urgent  time  frame  is  the  neec 
for  affected  enterprises  to  adapt  com- 
puterized operations  to  the  European 
Monetary  Union's  single  currency,  the 
euro.  What  is  more,  global  deregulatio 
of  telecommunications  compels  CIOs 
and  their  companies  to  monitor  the 
impending  competition  among  telecot 
companies  and  its  impact  on  business. 

In  bygone  days,  when  mainframes 
and  early  PCs  were  barely  noticed  in 
the  workplace,  it  all  seemed  a  lot  sim- 
pler. Today's  IT  industry  is  a  staggering 
inventory  of  competing  products  and 
both  familiar  and  unfamiliar  vendors. 
Many  factors  have  contributed  to  this 
fiercely  competitive  and  entrepreneur 
ial  spirit,  such  as  the  doubling  of  chip 
densities  about  every  18  months,  the 
universal  appeal  of  the  Internet,  and 
the  ambition  of  some  IT  companies  to 
dethrone  the  PC  from  the  desktop. 

The  competitive  push  is  seen  every- 
where, in  innovations  to  slim  down 
and  modernize  the  PC,  cast  a  security 
net  around  sensitive  company  data 
and  market  products  via  global  elec- 
tronic markets.  It  will  be  the  job  of 
network  managers  to  interpret  the 
media  hype  surrounding  new  products 
and  decide  what  emerging  technologic 


A  story 
of  leadership. 


1992 

SAP  introduces  client/server 
software  destined  to  change  the  way 
businesses  do  business. 


1992 

By  nuking  R/3Ye.ir  2000-compliant, 
SAP  solves  the  biggest  problem 
fating  the  computing  world  years 
before  it's  .1  problem 


.  bl  »  a  ^ 


1996 

AccelvratedSAP  program  introduced, 
making  rapid  implementation  a  reality. 


1995 

SAP  opens  the  door  for  more  companies 

worldwide  to  work  their  best  with 
the  release  of  R/3  industry  solutions. 


1993 

SAP  gams  momentum  while 
the  customer  installation  base 
grows  to  over  1,900. 
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to  adopt  —  and  when.  Too  early,  the 
risks  may  not  be  evident;  too  late,  the 
competitive  advantage  may  be  dimin- 
ished. At  the  same  time,  CIOs  must 
assess  the  longevity  of  vendors  — 
many  of  whom  will  succumb  to  indus- 
try consolidation. 

The  challenge  of  managing  this  cli- 
mate of  constant  technological  change, 
where  the  replacement  cycle  for  prod- 
ucts is  shortening,  becomes  even  greater 
in  light  of  demands  inside  corporations. 
The  common  theme:  Senior  manage- 
ment wants  to  see  a  measurable  return 
on  IT  investment.  It  is  also  tightening 
the  IT  purse  strings.  At  the  same  time, 
employees'  expectations  are  rising. 
They  want  products  and  software  appli- 
cations that  are  easier  to  use  and  deliver 
more  capabilities  to  do  a  better  job. 

A  Call  to  Management 

It  is  no  wonder  that  this  environment 
demands  nothing  less  than  a  new  gen- 


eration of  IT  investment  and  manage- 
ment approaches.  The  time  has  come 
—  or  is  long  overdue,  says  Gartner 
Group  —  for  companies  to  take  an 
active  role  in  managing  their  physical 
IT  infrastructures  and  software  assets, 
so  they  remain  assets  rather  than  an 
escalating  expense.  Often  overlooked 
by  management  is  the  invisible 
resource  of  knowledge  —  the  sum  of 
each  employee's  experiences  and 
expertise  —  which  some  companies 
are  now  trying  to  "capture"  through 
technology. 

Given  that  change  is  the  norm,  IT 
managers  seek  approaches  that  are 
flexible  and  nimble.  To  meet  evolving 
market  conditions,  companies  need  to 
swiftly  modify  business  processes, 
exploit  advancements  in  technology, 
and  rapidly  and  cost  effectively  change 
applications.  Such  requirements  will 
go  unmet  if  an  enterprise's  applications 
are  structured  so  that  the  inclusion  of 


new  technology  requires  a  major 
investment  in  time,  labor  and  money. 
More  and  more,  enterprises  will  seek 
out  flexible  technology  in  order  to 
evolve  rapidly. 

Items  on  the  CIO's  agenda  in  the 
coming  years  include: 

•  Dealing  with  legacy  systems  as 
enterprises  migrate  to  new  archi- 
tectures and  platforms 

•  Accelerated  technology  obsoles- 
cence 

•  Strategies  to  install  advanced 
technology 

•  Strategies  to  implement  network 
computing 

•  Selection  of  packaged  application 
and  network  infrastructure 

•  Business  ramifications  of  the 
Internet  and  enterprise  intranets 

•  Outsourcing  IT  functions 

•  Network  bandwidth  explosion. 
To  build  tomorrow's  strategic  sys- 
tems, CIOs  must  maintain  a  vision  of 


The  1997  Hype  Cycle  of  Emerging  Technologies 
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The  hype  cycle  of  emerging  technologies  characterizes  the  typical  progression  of  a  technology 
from  overen   chiasm  through  a  period  of  disillusionment  (due  to  the  inevitable  failures  that  arise  from 
inappropriate  application)  to  an  eventual  understanding  of  the  technology's  relevance  and  role. 


I         The  Looming  Budget  Crunch 

Y2K  Spending  Impact  on  North  American  IS  Budgets:  1997-2002 
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The  Year  2000  crisis  has  significant  impact  on  IS  spending  and  budget  allocation. 


chnology's  ultimate  purpose,  which  is 
make  their  business  stand  out  from 
e  competition  by  offering  more 
sponsive  customer  service,  faster 
ilivery  and  greater  reliability.  Linked 
each  IT  decision  is  the  question: 
dow  can  we,  as  a  company,  harness 
liese  resources  that  are  available  to 
eryone,  whether  they  be  people, 
achines,  software  or  knowledge,  to  be 
fferent  from  our  competitors?" 

0UBLE  TROUBLE: 

HE  YEAR  2000/THE  EURO 

be  key  IT  events  of  year  2000 
mipliance  and  European  Monetary 
nion  conversion  will  reshape  and 
:lay  major  IT  deployment  decisions 
r  50%  of  enterprises  and  consume 
)%  to  20%  of  total  IT  resources 
orldwide  through  2000. 
The  new  millennium  is  coming.  Do 
3u  know  where  your  IT  strategy  is  ? 
Virtually  all  enterprises  that  use 
imputers  have  a  year  2000  problem. 


Put  simply,  their  business  applications 
and  systems  software  use  two  digits, 
not  four,  to  write  the  year,  making  it 
impossible  to  process  information  into 
the  next  century.  As  the  millennium 
dawns  —  an  event  most  computer  pro- 
grams will  acknowledge  with  an  inaus- 
picious "00"  and  interpret  as  the  year 
1900  —  some  companies  may  even 
be  driven  out  of  business  altogether, 
victims  of  lost  opportunity,  extreme 
customer  dissatisfaction  and  even 
litigation. 

The  prospect  of  disabled  computer 
systems  and  paralyzed  enterprises 
makes  the  year  2000  one  of  the  most 
significant  and  universal  challenges 
ever  to  face  the  IT  industry.  "What  it 
will  do  is  make  your  systems  crash  alto- 
gether, or  worse,  allow  your  system  to 
generate  faulty  calculations,"  says 
Gartner  Group  Research  Director  Matt 
Hotle.  "This  is  a  'bet  the  company' 
issue,  requiring  all  the  resources  cf  the 
organization  to  work  together." 


Solving  the  problem  —  by  literally 
rewriting  date-sensitive  software  to 
recognize  the  new  millennium  or  out- 
right replacing  it  —  will  cost  an  aston- 
ishing amount,  in  excess  of  hundreds 
of  billions  of  dollars.  In  most  cases, 
qualified  external  help  is  essential  to 
success,  but  the  number  of  such 
providers  is  limited  and  many  are 
already  overloaded  with  work;  some 
enterprises  will  not  correct  the  prob- 
lem in  time  or  will  solve  it  inade- 
quately. This  realization  will  turn  into 
panic  as  the  decade  progresses,  making 
the  solution  to  the  problem  a  competi- 
tive advantage  in  the  eyes  of  cus- 
tomers. 

No  Time  to  Waste 

Since  many  enterprises  are  already  in 
the  throes  of  year  2000  projects, 
Gartner  Group  has  culled  these  tips 
from  continuing  research: 

When  designing  a  year  2000  solu- 
tion, be  sure  to  team  with  suppliers 


.WORK  THE  WEB™ 


THE  GREAT  INVISIBLE  GUIDING 


PITALISM  HAS  JUST 
THE  INTERNET 


UPSIDE  THE  HEAD  -  NOW  WHAT? 


m  NO  MORE  HYPE.  No  more  jargon.  No  more  paradigm  shifts,  okay?  Everybody  agrees  the 
I  Web  has  the  potential  to  be  a  monumental  economic  force.  But  from  a  capitalist  point  of 
view,  the  Internet  has  had  about  as  much  impact  as  the  two-dollar  bill.  Why?  For  one  thing, 
security  is  lousy.  For  another,  building  interactive  websites  that  are  linked  to  corporate 
databases  (which  is  to  say,  useful  information)  takes  forever.  For  still  another,  keeping 
those  websites  updated  with  timely  information  costs  a  fortune. 

LOTUS  DOMINO™  FIXES  ALL  THIS.  Lotus  Domino  is  web  server  software  based  on 
Lotus  Notes®  technology.  It  makes  powerful,  interactive  websites  easier  to  build.  It  lets 
people  edit  and  manage  the  content  on  those  websites  using  ordinary  web  browsers  -  which 
means  the  people  who  have  the  information  people  need  can  make  it  available  simply  by 
changing  it  themselves  (this  is  the  way  the  Web  should  work,  but  until  now,  it  hasn't). 

It  not  only  lets  you  control  who  gets  into  your  system  but  also  what  they  can  see,  and  what 
changes  they  can  make.  So  you  can  let  your  customers  see  one  thing,  and  your  management 
another.  You  can  let  your  finance  department  make  changes  to  information  your  European 
sales  offices  can  only  see. 

This  makes  Domino  a  powerful  tool  for  creating  solutions  that  are  customized  to  the  needs 


of  your  business.  To  let  employees,  managers,  contractors  and  suppliers  all  work 
together  over  the  Web.  To  help  customers  find  the  answers  they  need.  To  turn  the 
Web  from  a  digital  warehouse  for  stale  jokes  and  silly  photographs  into  a  tool  that  businesses 
can  use  to  actually  get  things  done.  Log  in.  Find  out.  www.lotus.com/worktheweb 


NO.  Lotus  Domino  is  not  about 
circulating  theories  about  the  origins 
of  crop  circles.  Or  for  putting  more 
stupid  stuff  on  the  Web. 


VES.  Lotus  Domino  is  for  doing  serious 
business  on  the  Web.  Transforming  it 
into  a  powerful  way  to  interact  with 
customers  and  employees. 


Lotus. 


Working  Together 


Foi  more  Hernia,  call  1  800  8)8  (086.  at  D36I.  In  Canada,  call  I 


800  GO  LOTUS  ©  199/  loins  Development  Corporation,  Si  Cambridge  Partway,  Cambridge,  MA  0?M!.  All  nghls  reserved.  Loire,  loins  Note  and  Working  together  aie  regrslered  trademarks  and  Onmrno  aod  Work  the  Weo  are  trademarks  ol  loins  Development  Corp 


and  customers  in  the  effort.  Even  the 
most  diligent  work  by  an  enterprise 
will  be  for  naught  if  its  suppliers  can- 
not deliver  products  or  its  customers 
cannot  accept  delivery  because  their 
own  systems  are  not  year  2000 
compliant. 

Have  contingency  plans.  Many 
enterprises'  year  2000  strategies 
involve  a  replacement,  rather  than  a 
repair,  of  applications  with  purchased 
packages.  Gartner  Group  research  has 
shown  an  alarming  failure  rate  in  pack- 
age implementation  projects  and  sug- 
gests having  contingency  plans  in  case 
the  project  does  not  go  as  planned. 

Do  not  underestimate  the  impor- 
tance of  the  project  team.  Inappropri- 
ate resources  can  doom  a  project. 
Choose  the  best,  most  experienced 
people  and  reward  them  well,  or  they 
may  soon  be  running  their  own  year 
2000  consulting  company. 

Hit  senior  management  where  it 
hurts  —  the  wallet.  Some  managers 
have  been  reluctant  to  fund  year  2000 
projects  since  they  are  viewed  as  hav- 
ing no  return  on  investment.  To  make 
its  point,  one  manufacturing  company 
developed  a  spreadsheet  illustrating 
the  business  impact  of  being  unable  to 
ship  products  to  customers  correctly 
beginning  Jan.  1,  2000.  "The  costs 
were  enormous,  and  the  project  subse- 


quently got  the  attention  it  deserved," 
says  Hotle. 

European  Monetary  Union 

Enterprises  worldwide  face  not  only 
the  year  2000,  but  another  equally 
apocalyptic  event  that  could  affect 
many  key  software  applications:  the 
proposed  European  Monetary  Union, 
or  EMU.  Although  less  than  a  certain- 
ty, the  replacement  of  local  currencies 
with  a  single  monetary  unit,  the  euro, 
could  begin  as  early  as  1999,  although 
full  adoption  would  take  many  more 
years.  No  matter  when  it  is  enacted, 
the  monetary  union  will  require  mas- 
sive IT  changes  to  spreadsheets  and 
applications  dealing  with  financial 
values. 

"Financial  organizations  in  countries 
likely  to  adopt  EMU  early  on  are 
affected  the  most,  as  they  may  need  to 
complete  major  system  changes  before 
1999,"  says  Research  Director  Nick 
Jones.  "On  the  other  end  of  the  spec- 
trum, non-financial  organizations 
located  in  countries  unlikely  to  adopt 
the  euro  may  not  need  to  consider  the 
issue  for  several  years." 

The  monetary  union  is  not  solely  a 
European  issue,  since  many  organiza- 
tions share  code  between  U.S.  and 
European  operating  companies, 
exchange  financial  information  or  con- 


solidate finances  across  multiple  sub-  I 
sidiaries.  "As  a  result,  certain  U.S.  anl 
European  enterprises  are  faced  with  a} 
event  that  will  likely  affect  every 
installed  PC  —  and  could  cost  more 
than  $100  billion  to  reprogram,"  says 
Jones.  Since  modifying  IT  systems  to 
support  the  euro  will  be  complex  and 
expensive,  organizations  should  imme 
diately  assess  when  they  may  require 
full  or  partial  EMU  capabilities. 
Gartner  Group  offers  an  action  list 
for  companies,  which  includes  the 
following: 

•  Form  an  EMU  project  group  and 
investigate  the  impact  of  the  morj 
etary  union  on  the  business,  IT 
systems,  staff  and  infrastructure. 

•  Begin  a  program  of  education  and 
awareness  —  particularly  for  PC 
users  and  business  users  who  may 
need  to  identify  personal  applica- 
tions or  embedded  systems 
unknown  to  corporate  IT  staff. 

•  Review  contracts  with  outsourcer: 
and  package  vendors  to  establish 
who  is  responsible  for  EMU  sup- 
port, what  will  be  delivered  and 
what  it  will  cost  to  obtain  and 
install. 

•  Beware  of  European  IT  shortages 
as  the  year  2000  approaches,  and 
work  to  obtain  and  retain  good  IT 
project  managers. 

"Don't  be  complacent,"  says  Jones. 
"Start  now.  Even  if  you  don't  believe 
EMU  will  take  place,  it  is  prudent 
to  plan." 

ENTERPRISE  APPLICATIONS 

Consolidation  will  put  80%  of  the 
revenue  from  the  packaged  applica- 
tions market  into  the  hands  of  four 
to  six  vendors  by  2002. 

One  trend  emerging  from  Gartner 
Group  research  is  the  intense  drive 
to  buy,  instead  of  build,  software 
packages  to  handle  corporate-wide, 
day-to-day  transactions  and  opera- 
tions. By  computerizing  such  vital 
functions  as  accounting,  scheduling, 
order  entry,  billing  and  inventory 
management,  companies  hope  to 
better  manage  their  business.  In 
many  instances,  companies  buy  these 
so-called  enterprise  applications  to 
replace  brittle  legacy  systems  or  to 
solve  their  year  2000  problem  with 
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Cost  and  Availability  Trends 
For  Year  2000  and  EMU  Compliance 
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Organ  iz  emplating  outsourcing  either  year 

2000  or  EMU  p  >re  1999  should  strive  to  sign  contracts 

with      vice  providers  as  soon  as  possible. 


Computer  Sciences  Corporation 
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See  us  in  booth  #211 


Q:  How  wilt  thet^eb  change  the  deployment  of  software  applications?  For  exam- 
ple, what  percentage  of  all  business  software  applications  will  be  deployed  on 
the  Web  irt  the  next  five  years? 

"As  enabling  technologies  mature,  the  availability  of  applications  on  the  Internet 
will  accelerate.  In  near  term,  self-service  applications  for  'occasional  users'  will 
be  deployed  over  corporate  intranets,  followed  by  business-to-business  applica- 
tions for  purchasing,  supply-chain  integration,  and  customer  service.  As  for  tra- 
ditional client/server  applications  designed  for  functional  experts,  the  migration 
to  a  new  network-centric  architecture  will  be  driven  by  the  opportunity  to 
achieve  dramatic  productivity  gains  by  interweaving  rich  content  from  external 
sources  into  key  business  processes." 

Dave  Duffield  President^  CEO  and  Founder  PeopleSoft 


advanced  technology  —  minus  the 
code  snafu. 

The  Coming  Slowdown 

Going  forward,  there  is  both  good  and 
bad  news  for  the  enterprise  applica- 
tions market,  says  Gartner  Group.  The 
market  will  expand  to  $10.6  billion  in 
1997,  up  from  $7.9  billion  last  year. 
But  beyond  that,  certain  forces  will 
check  its  growth  and  set  the  stage  for  a 
new  dynamic. 

In  their  current  form,  enterprise  appli- 
cations are  heading  for  a  fork  in  the 
road,  brought  on  by  their  own  maturity 
and  by  external  factors.  The  result:  Cor- 
porations will  spend  less  money  and  it 
will  go  to  fewer  vendors.  The  causes  for 
the  slowdown  include  these: 

•  As  companies  increasingly  focus 
on  complying  with  the  year  2000 
and  EMU,  few  will  want  to 
become  entangled  in  the  two-  to 
four-year  installation  of  an  enter- 
prise application.  New  business 
will  slow. 

•  As  companies  move  to  link  elec- 
tronically with  suppliers  and  cus- 
tomers, or  with  outsourcing  part- 
ners, they  will  find  today's  "inter- 
nally focused"  enterprise  applica- 
tions not  up  to  the  iob.  "As  a 
result,  over  the  ne  i  36  months, 
we  believe  that  a  new  set  of  appli- 
cation models  will  emer|    that  we 

iling  'exterprise'  appli  i 
vs  Erik  Keller,  vice  presi- 

ner  Group. 
•  h  is  occurring  within 

gainst  projects  that 
o  install  —  making 


short-term  payback  impossible. 
Smaller,  more  agile  applications 
are  looking  increasingly  attractive. 
"If  you  have  a  project  that  is  going 
to  take  three  years,  but  your  busi- 
ness model  changes  every  two, 
you're  going  to  be  late,"  says 
Keller. 

•  Within  the  next  24  months, 
vendors  will  roll  out  technologies 
with  new  ways  to  build  or  assem- 
ble applications.  While  these  will 
not  be  ready  to  replace  today's 
enterprise  applications  until 
2001-03,  their  entry  into  the 
market  will  slow  purchasing 
decisions. 


Vendor  Crunch 

The  next  five  years  will  bring  dramat 
ic  changes  to  the  packaged  applica- 
tions marketplace.  "As  we  look  at 
some  of  these  issues,  we  find  that 
much  of  the  vendor  community  and 
users  we  have  spoken  with  have  only 
a  slight  understanding  of  how  the 
concept  of  an  application  will 
change,"  says  Keller. 

Given  the  coming  makeover,  enter- 
prises should  continuously  monitor  th| 
health  of  their  vendors.  Gartner  Grou| 
advises  large  corporations  —  those 
with  revenues  above  $250  million  — 
to  favor  vendors  with  strong  balance 
sheets  and  narrow  specializations, 
either  in  an  industry  or  a  specific  busb 
ness  function.  Expectations  for  service; 
and  support  should  remain  low,  how- 
ever, as  the  surviving  high-growth 
players  will  continue  to  outsell  their 
ability  to  implement  and  support  theiiH 
customer  base. 


TECHNOLOGY'S  RISING  STAR: 
THE  INTERNET 

The  Internet  is  the  key  to  opening 
doors  to  new  opportunities.  If  CIOs 
do  not  embrace  it,  their  competitors 
certainly  will. 

Despite  shortcomings  in  bandwidth 
and  ease  of  use,  the  Internet  is  fasci- 
nating to  enterprises  around  the  globe 


The  Maturing  of  the  Internet 


A    Time-Line    Evolution    of   the  Internet 


1996 


1997 


1998 


1999 


2000 


2001 


15%  of  large  enterprises  have  simple  Web  sites 

Web  page  processors  make  Web  publishing  simple  for  end  users 

Audio  publishing  becomes  practical  on  the  Web 

Network  quality-of-service  guarantees  become  available 
Interactive  content  becomes  viable  for  use  by  AD  organizations 
SMTP-compliant  e-mail  begins  to  dominate  on  intranets 

Next-generation  backbone  routing  platform  implemented 
40%  of  Web  sites  have  executable  content 

Intranet  performance  &  security  "good  enough"  for  most  applications 
Java  solidifies  role  as  most  important  cross-platform  tool 

Majority  of  PCs  have  access  to  and  use  the  Web 

Internet  commerce  becomes  as  accepted  as  toll-free  ordering 

Quality  desktop  videoconferencing  becomes  practical 
25%  of  transaction-processing  applications  are  on  the  Web 
Internet  development  tools  mature  for  both  content  &.  transactions 
The  Internet  becomes  the  data  "dial  tone"  for  most  applications 


What  can  we  do 
get  your  interest? 


Q:  What  is  the  most  important  component  in  developing  an  intranet? 

"The'  most  important  component  is  unquestionably  an  underlying  software  plat- 
form that  maximizes  IT's  flexibility  by  providing  maximum  platform  support  and 
open-standard  adherence.  This  flexibility  pays  for  itself  in  the  form  of  reduced 
'cost  of  ownership'  and  rapid  application  development  and  deployment.  The  IT 
manager  must  be  careful  here:  Often,  adherence  to  standards  and  cross-plat: 
iform  capability  will  turn  out  to  be  only  surface  deep,  a  veneer  upon  traditional 
client-server  systems  that  lock  in  the  IT  department  and  limit  future  options." 

Jim  Barksdale  President  and  CEO  Netscape  Communications  Corp. 


As  a  result,  they  are  weaving  it  into 
their  business  strategies  at  an  acceler- 
ating rate.  It  is  estimated  that  one  new 
Internet  address  is  created  every  four 
seconds.  "Never  before  has  a  new 
medium  had  such  a  profound  effect  on 
all  facets  of  business,"  says  Gartner 
Vice  President  Doug  Cayne. 

Yet  with  the  rush  toward  this  new 
technology,  CIOs  find  themselves  fac- 
ing a  complex  role  —  one  that  requires 
them  to  be  part  cheerleader  to  pro- 
mote innovative  uses  that  could  bene- 
fit their  business,  and  part  traffic  cop 
to  slow  down  the  hype  and  inhibit 
unreasonable  expectations  of  what 
technology  alone  can  offer.  At  the 
same  time,  their  job  is  that  of  the 
enahler  who  provides  the  capabilities 
and  resources  to  allow  appropriate  uses 
of  the  technology  to  evolve. 

These  varied  tasks  mirror  the  enig- 
matic Internet  itself.  "The  Internet  is 
not  easy  to  pin  down  or  categorize," 
says  Cayne.  "Not  only  is  it  multidi- 
mensional, it  keeps  changing.  Every 
month,  another  series  of  announce- 
ments, another  series  of  capabilities,  or 
a  new  way  to  use  the  Internet  has  been 
revealed."  To  understand  how  the 
Internet  can  be  of  greatest  use  to  a 
company,  it  may  help  to  return  to  its 
most  basic  definition.  "What  you  get 
from  the  Internet  is  access  to  stored 
information  in  an  easy  manner  across  a 
global  span  of  addresses,"  says  Cayne. 

Still Internet  101 

For  many  companies,  Internet  usage  is 
limited  to  the  corporate  Web  site,  an 
often  stultifying  and  largely  unread 
creation.  The  biggest  error,  say  Gartner 
Group  analysts,  lies  in  mistaking  the 
Web  site  as  a  repository  for  stale,  static 
corporate  publications.  "CIOs  who  say, 
'We  should  put  our  press  releases, 
annual  reports  and  marketing  literature 
on  the  Web,'  might  as  well  add,  'And 
maybe  someone,  somewhere,  will  actu- 
ally read  them,'  "  says  Cayne. 

This  type  of  Web  site  will  add  little 
value  to  the  enterprise.  "The  best  uses 
of  the  Web  are  in  ises  that 

understand  the  importance  of  using  it 
not  just  as  a  billboard  but  as  a  transac- 
tion generator  and  an  interactive,  ana- 
lytical tool  to  help  busine  >ses  and  con- 
sumers solve  problems."  In  addition  to 


the  broad  area  of  electronic  commerce, 
Gartner  Group  has  identified  other 
business  applications  for  the  Internet, 
including: 

•  Disintermediation.  The  Internet  is 
well  positioned  to  facilitate  the 
trend  of  "cutting  out  the  middle- 
man" in  routine  activities,  such  as 
the  ongoing  supply  of  goods  to 
customers.  By  communicating 
directly  with  customers,  enterprises 
not  only  eliminate  intermediaries, 
but  also  increase  customer  loyalty 
through  faster,  more  direct  service 
and  delivery. 

•  Information  Delivery.  Global, 
instantaneous  delivery  of  cus- 
tomized information  —  not  only 
data  and  text,  but  also  images, 
graphics,  video  and  audio  —  will 
become  a  key  competitive  differ- 
entiator in  the  21st  century.  The 
Internet  creates  an  environment 
for  gathering  and  disseminating 
information  in  a  time-sensitive 
manner. 

•  Customer/Vendor  Relationships. 

The  Internet  is  emerging  as  a  criti- 
cal data  collection  tool  where  cus- 
tomers and  vendors  can  e-mail 
their  praise  or  complaints  about 
products  and  shipments.  By  simply 
monitoring  and  "surfing"  the 
Internet,  companies  can  learn 
ways  to  customize  their  products 
and  improve  customer  service  — 
two  crucial  avenues  for  building 
market  share. 

Notable  Exceptions 

One  company  that  has  effectively 
incorporated  the  Internet  into  its  busi- 
ness paradigm  is  Federal  Express, 
which  has  used  its  Web  site 


(www.fedex.com)  to  reduce  costs  and1 
improve  service  to  customers.  The 
company  allows  customers  anywhere  il 
the  world  to  track  the  status  of  a  pack 
age  via  the  Web. 

Another  success  story  is  the 
Goodyear  site  (www.goodyear.com), 
which  includes  an  interactive  applica- 
tion called  "Tire  Selector."  This  allow) 
consumers  to  enter  the  year  and  mode 
of  their  car,  along  with  such  informa- 
tion as  driving  habits  and  usual  climatj 
conditions.  The  Tire  Selector  then 
e-mails  customers  a  list  of  the  most 
suitable  Goodyear  tires. 

Used  with  imagination,  the  Internee 
is  starting  to  change  the  way  products 
are  marketed,  customers  are  serviced 
and  suppliers  are  contacted.  "Rather 
than  think  of  it  as  a  gold  mine  that  wi 
make  us  all  a  lot  of  money,  it's  impor- 
tant to  take  advantage  of  its  efficiencie 
and  to  use  it  as  an  effective  communi- 
cations medium,"  says  Cayne.  "And  dc 
it  now,  so  you  can  take  advantage  of  it 
before  the  rest  of  the  world  does." 

INSIDE  INTRANETS 


Intranets  can  be  very  empowering  to 
the  organization.  But  many  imple- 
mentations have  just  scratched  the 
surface.  Our  advice:  Don't  underesti 
mate  the  cost  or  the  strategic  value  6 
intranets. 

An  increasingly  popular  application 
for  Internet-derived  technologies  is  to 
create  intranets  within  an  enterprise. 
Different  from  information  available  oi 
local  area  networks,  or  LANs,  intranet 
include  an  Internet  browser  that  equip: 
employees  to  search  through  large 
amounts  of  information  that  they 
would  otherwise  have  to  hunt  down  in 
databases,  spreadsheets,  hard-copy 
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MultiSync  LCD  Monitor  Series 


LCD2000;"  LCD400™ 


aximum 

esolution  1280x1024  1024x768 

eight  22  0  lbs  11. 5  lbs 
limensions 

kH.DI  19  7x  19x8  7"  14 1  x  14.3x6.7" 

Erightness  150  cd/m-  180cd/m' 

lewing      160°  conical  160°  conical 
ngle        XtraView  XtraView 
technology  technology 

KD  Type     Active  Matrix  Active  Matrix 

oth  models  are  compatible  with  PC,  Mac, 
Workstation  oi  any  VESA  compliant  analog 
GB  signal  no  special  card  required 

Hi  more 

TRADERS 
MEANS  MORE 
TRADES,  which  means 
more  money.  (And  let's  he 
completely  frank,  shall  we, 
what  financial  person 
doesn't  like  news  like 
that?)  In  fact,  one  could 
even  argue  thai  migrating 
from  big,  bulky  CRTs 
to  slim  flat  panel  moni- 
tors like  the  MultiSync 
LCD2000  could  actually 
put  a  positive  spin  on 
the  term  'downsizing! 


IN  A  FREE  MARKET  ECONOMY,  companies  are 
W  always  competing  for  capital.  In  fact,  the  market  has 
never  been  more  competitive  than  it  is  today.  This  increases  the 
number  of  specialists  needed  to  trade  stocks.  It  also  puis  an 
additional  burden  on  the  technology  needed  to  support  them. 


I 


Perhaps  the 
first  instance  where 
computers  are  being 


replaced  by  people. 


On  Wall  Street  at  least,  it 


appears  that  less  may  actually 


be  more.  Because  replacing 
big,  bulky  CRTs  with  flat  panel  displays 
makes  room  for  more  traders  on  the  floor. 
For  example,  take  NEC  Technologies' 
new  MultiSync'9  LCD  monitors,  including 
the  world's  first  commercially  available 
20.1"  viewable  LCD  monitor. 

These  flat  panel  displays  take  up 
60%  less  space  and  weigh  70%  less 
than  a  traditional  monitor.  Size,  how- 
ever, is  not  all  that  sets  them  apart. 

Our  XtraView  "  technolog 


NEC  MultiSync  LCD2000 
20.1"  Viewable  LCD  Monitor 

viewing  of  the  screen  at 
virtually  any  angle.  These  monitors 
produce  a  brighter,  sharper  image 
than  many  CRTs.  They  eliminate  eye- 
fatiguing  flicker.  They  also  consume 
up  to  50%  less  power  and  have  much 
lower  emissions.  Plus,  these  revolu- 
tionary monitors  are  compatible  with 
most  PCs,  Macs  and  workstations. 
To  learn  more,  please  call  us 
at  1-800-NEC-INFO.  Or  visit  us  at 


enables  clear  and  accurate 


NEC 

NEC  Technologies 


www.nec.com.  Expect 
Experience  more. 


THE  TRADING 
^  FLOOR  is 
crowded  with  specialists. 
The  trading  floor  is  also 
crowded  with  big,  bulky 
CRTs  that  hog  energy, 
take  up  precious  room 
and  throw  off  a  lot  of 
heat.  (Besides,  as  any 
trader  will  quickly  tell  you, 
it's  already  "hot" enough 
on  the  trading  floor.) 


REPLACING 
A  BIG,  BULKY 
CRT  with  a  slim  flat 
panel  display  actually 
makes  room  for  more 
traders  on  the  floor. 
Which  is  a  good  thing, 
since  the  trading  volume 
on  the  major  exchanges 
is  higher  than  ever. 


:  is  a  registered  trademark  a 


XtraView.  "E/pect  more  Experience  more."  and  the  NEC  Technologies  n 


lologies,  Inc  All  other  trademarks  or  registered  trademarks  are  the  property  ot  their  respective  holders.  ©1997  NEC  Technologies.  Inc. 


EXP! 


HCE  THE  ULTIMATE  IN  POWER,  PERFORMANCE  AND  CONTROL 


(RADIO  NOT  INCLUDED).  Imagine  your  whole  company  as  responsive  as  a  high-performance  automobil 
That's  the  advantage  of  Tivoli  enterprise  systems  management  software. Tivoli  gives  you  the  power  to  manage  all  you 
systems,  networks  and  applications  from  a  central  point.  So  you  can  roll  out  new  apps,  configure  desktops  and  maintai 


ink 
■ 


!  resources  —  all  through  one  truly  open,  highly  scalable  technology  that  works  across  diverse  platforms.  Over  350 
rdware  and  software  vendors  work  with  us.  Which  gives  you  more  "best  of  class"  choices  now,  and  down  the  road, 
ink  about  it. Technology  choices  from  350  vendors.  Single-point  control  by  Tivoli.  Worldwide  support  from  IBM.  All 

nrking  together  to  give  you  the  power  to  manage  anything.  Anywhere.  Visit  www.tivoli.com.  Or  call  1  800  2TIV0LI. 


Ik 


Tivoli  Systems  Inc.  www.tivoli.com 


Q:  Name  the  three  most  valuable  new  opportunities  the  Internet  will  offer  com- 
panies by  the- -year  2061. 

"One  major  opportunity  the  Internet  will  offer  companies  by  2001  or  earlier  is 
whaj.Sybase  calls  'customer-centric  computing.'  For  decades,  companies  have 
focused  IT  investment  on  operational  systems  because  that  provided  the  great- 
est return  on  investment  and  strategic  differentiation.  The  next  great  frontier  is 
automating  the  jobs  of  the  people  working  with  customers  (salespeople,  cus- 
tomer support  personnel,  etc.),  and  using  the  Internet  to  communicate  and  do 
business  directly  with  customers.  This  will  help  companies  achieve  the  greatest 
competitive  advantage:  increased  customer  loyalty." 


Mitchell  Kertzman  Chairman  and  Chief  Executive  Officer  Sybase,  Inc. 


documents  or  by  calling  somebody  for 
help.  "The  intranets  are  a  hot  topic 
now  because  they  represent  simplicity 
in  terms  of  access  and  retrieval,"  says 
Gartner  Vice  President  Dave  Whitten. 
"The  tools  are  there  to  aggregate  infor- 
mation and  enable  employees  to  do 
their  jobs  without  having  to  focus  on 
how  to  do  their  jobs." 

Know  the  Costs 

Although  the  stampede  of  interest  in 
intranets  has  created  the  perception 
that  they  are  no-fail  ventures, 
intranets  in  fact  present  special  ROI 
challenges.  Estimates  by  Gartner 
Group  show  that  although  the  capital 
investment  in  the  basic  materials  to 
install  an  intranet  are  not  very  great 
—  ranging  from  $50,000  to  several 
million  dollars  for  a  more  complicated 
system  —  the  cost  of  maintaining  and 
extending  the  site  for  ongoing  use 
could  run  from  five  to  seven  times  that 
amount.  The  greatest  single  part  of 
this  investment  is  in  labor  related  to 
content  and  maintenance  —  an 
expense  most  organizations  fail  to 
grasp  at  the  outset. 

Organizations  cannot  assume  the 
existing  network  will  support  the 
intranet.  Bandwidth-hungry  graphics, 
multimedia,  audio  and  video  added  to 
facilitate  and  enhance  intranet  infor- 
mation can  easily  consume  any 
amount  of  bandwidth  the  network  can 
on  vide.  The  in-house  design  team 
with  the  network  design 
group  to  remain  conscious  of  the  net- 
work's capabilities  and  limitations. 

Most  oi     e  returns  to  the  company 
are  measured  in  quality,  rather  than 


revenue:  employee  empowerment,  ease 
of  communication  and  the  improved 
customer  service  that  can  be  achieved 
by  expanding  the  intranet  to  create  an 
extranet.  In  some  cases,  the  ROI  can 
be  quantified.  Two  such  examples: 
Intranet  versions  of  printed  materials 
can  cut  publishing  costs;  expensive 
help  desks  can  be  supplemented  by 
intranet  postings  for  frequently  asked 
questions.  But  the  greatest  value  of  the 
intranet,  says  Gartner  Group,  resides 
in  using  it  to  reach  out  to  customers. 

"Even  though  this  is  an  exercise 
focused  inside  the  fire  wall,  the  great- 
est utility  and  payback  will  come  from 
extending  it  out  to  the  customer  in 
some  way.  Organizations  should  ask: 
'How  is  our  intranet  investment  going 
to  impact  the  level  of  service  we  pro- 
vide to  our  customers?'  "  says  Whitten. 

The  biggest  mistake  in  creating 
intranets,  says  Whitten,  is  in  failing  to 
align  them  with  clear  business  objec- 
tives —  a  necessity,  since  expansion 
will  require  additional  commitments  of 
capital  and  staff.  "If  you  don't  have  a 
clear  business  strategy  behind  your 
intranet,  you're  going  to  get  resistance 
from  CFOs  and  divisional  managers," 
says  Whitten.  "You're  also  going  to 
incur  additional  costs  that  will  make 
your  return  look  mediocre  at  best. 
Understanding  where  you're  going  up 
front  is  really  the  key  to  your  success." 

ELECTRONIC  COMMERCE  FOR  SALE 

While  tens  of  thousands  of  firms  are 
building  Web  sites,  few  have  any 
hard  plans  for  using  them  to  do  busi- 
ness, and  even  fewer  have  any  idea 
just  how  much  such  sites  cost. 


The  evolution  of  the  World  Wide 
Web  and  the  Internet  has  made  elec- 
tronic commerce  a  tantalizing  yet  so 
far  elusive  dream  for  many  companies 
"We  have  in  our  hands  a  technology 
that  will  allow  us  not  just  to  commurj 
cate  with  people  around  the  world,  b\ 
to  sell  our  products  to  them,"  says 
Research  Director  Barbara  Reilly. 

These  expectations,  however,  are 
seldom  supported  on  the  part  of  con) 
panies  by  the  budgets,  time  commit- 
ments and  strategies  —  let  alone  the 
customer  base  —  needed  to  make 
electronic  commerce  a  reality.  As  a  i 
result,  the  Web,  still  so  new,  is 
already  cluttered  with  abandoned 
"storefronts,"  the  relics  of  failed 
visions  to  attract  customers.  Indeed,, 
one  of  the  most  ambitious  business- 
to-business  ventures,  Nets  Inc.  — 
recently  hailed  as  the  prototype  of 
the  on-line  catalog  to  match  buyers 
and  sellers  —  filed  for  protection 
from  its  creditors  under  federal  bank 
ruptcy  laws  in  May. 

Part  of  the  problem  comes  in  assuml 
ing  the  estimated  60  million  Internet 
users  worldwide  are  all  potential  con-' 
sumers.  In  reality,  consumers  make  up 
less  than  1%  of  that  number,  Gartner! 
Group  research  shows.  Nor  does  the 
Internet  represent  one  giant  market 
ready  for  harvest.  Instead,  consumers 
are  grouped  into  smaller,  specialized 
populations,  all  of  whom  need  to  be 
actively  directed  to  corporate  Web 
sites  and  on-line  catalogs  through  supi 
porting  marketing  campaigns.  "We're 
not  going  to  see  mass  markets  —  the 
equivalent  of  Cyber  Wal-Mart  or 
Cyber  Home  Depot,"  says  Reilly.  "The; 
key  to  understanding  electronic  com- 
merce over  the  Internet  is  to  think  of 
it  as  a  lot  of  little  malls,  with  a  lot  of 
little  stores.  And  the  challenge  is 
going  to  be  getting  the  customers  to 
where  you  are." 

If  You  Build  It,  Will  They  Come? 

To  determine  if  an  electronic  store- 
front or  catalog  is  an  appropriate  busi- 
ness strategy,  companies  need  to  ask 
themselves  some  questions:  Does  theit 
customer  base  match  the  profile  of 
Internet  users  —  a  young,  slightly 
male-dominated  audience,  which  is 
upscale  and  sophisticated  in  its  use  of 
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AB  (AB+BC) 


The- Golden  Rectangle  was  derived  by  the  ancient  Greeks.  It  is  the  foundation  for 
patterns  in  art,  architecture  and  nature. 

Today,  it  is  the  trademark  for  the  international  service  leader  in  computer  outsourcing  and 
systems  integration. 

Behind  this  symbol  stands  a  company  whose  growth  has  been  driven  by  a  strict 
adherence  to  four  simple  principles  rarely  practiced  by  others. 

■  Customer  Service  —  Customers  are  first.  We  will  provide  service  to 
ensure  the  highest  level  of  satisfaction. 

■  Quality  —  To  achieve  customer  satisfaction,  the  quality  of  our  work 
must  meet  the  highest  standards,  those  of  our  customers. 

■  Partnership  —  By  developing  a  partnership  with  customers,  we  share 
in  the  responsibility  for  satisfying  business  objectives. 

■  Ethics  —  We  will  conduct  business  in  an  ethical,  legal  and  socially 
responsible  fashion.  Our  integrity  will  never  be  compromised. 

Let  us  show  you  how  PKS  can  put  these  principles  to  work  for  you. 


PKS 

INFORMATION 
SERVICES,  INC. 

A  Peter  Kiewif  Sons' Compony  , 

Computer  Center  Outsourcing  ■  Network  Engineering  ■  Client/Server  Software  Development 
Reengineering  and  Replatforming  ■  Year  2000  Renovations 

For  More  Information,  Please  Call:  800.757.9886 
www.pksis.com 


Q:  How  qu&kty'  do  you  see  the  network  or  "thin"  computer  displacing  the 
decentralized  machines  that  dominate  today's  workplace,  and  what  is  the 
biggest  advantage  of  network  computing? 

"I  prefer,  to  think  of  network  computers/'as  a  huge  superset,  not  displacement,  of 
today's  model.  Virtually  all  business  computer  users  are  already  using  the  Java 
Virtual  Machine,  a  network  computer  written  in  software.  It  already  runs  on  every 
Windows  machine,  Mac,  Novell  net,  Navigator  browser,  IBM  machine  from  the 
desktop  all  the  way  through  their  biggest  mainframe,  every  UNIX  computer  and 
every  new  networked  terminal  being  piloted.  We  run  into  network  computers  all 
the  time  with  our  cell  phones,  ATMs  and  TVs.  Java  can  run  in  network  comput- 
ers, virtually  everywhere  from  smartcards  and  supercomputers.  That  means  any 
business  or  consumer  service  can  be  delivered  to  this  huge  market.  That's  bigger 
than  anything  we  have  known  so  far.  Is  there  a  bigger  advantage  than  that?" 


Scott  McNealy  Chairman,  President  and  CEO  Sun  Microsystems 


technology?  If  so,  "you  should  be  there 
now,"  says  Reilly.  "If  not,  you  should 
see  how  things  develop  before  ventur- 
ing on."  Even  if  the  customer  base 
matches,  maintaining  an  electronic 
storefront  is  not  an  easy  task.  Most 
companies  discover  they  are  not 
equipped  to  handle  the  transactions 
and  customer  service  demands  them- 
selves. Instead,  they  require  a  partner 
to  manage  the  marketplace  —  particu- 
larly one  with  a  close  understanding  of 
their  business. 

Because  of  the  risks  and  costs,  com- 
panies need  to  be  absolutely  clear 
about  their  own  strategy  before  ven- 
turing into  the  turbulent  waters  of 
electronic  commerce  —  regardless  of 
what  the  competition  is  up  to.  A 
common  mistake,  Gartner  Group  ana- 
lysts have  discovered,  is  for  a  compa- 
ny to  rush  onto  the  Internet  simply  to 
follow  the  lead  of  a  competitor. 
"Many  times,  when  we  talk  to  the 
companies  that  others  are  using  as 
benchmarks,  we  find  that  they  them- 
selves had  no  justification  originally 
for  going  on-line;  theirs  was  an  exper- 
iment," says  Reilly.  "So  what  you've 
got  in  those  cases  are  a  number  of  dif- 
ferent business  plans  built  upon  an 
experiment  done  by  one  particular 
market  leader.  It's  an  IT  experiment 
gone  haywire." 

Red  Ink  for  Nets  Inc. 

Even  a  cohesive  plan  and  sufficient 
funding  do  not  guarantee  success, 
as  judged  by  the  recent  failure  of 


Nets  Inc.  Through  its  Web-based 
business-to-business  electronic  market- 
place for  commercial  enterprises, 
known  as  Industry.net,  the  company 
enabled  access  to  electronic  catalogs 
listing  products  from  4,500  firms,  each 
of  which  paid  between  $1,000  and 
$200,000  for  an  on-line  listing.  Although 
Nets  Inc.  and  its  Industry.net  service 
are  good  ideas,  say  Gartner  Group 
analysts,  the  business  model  and 
unclear  positioning  made  it  extremely 
difficult  for  the  firm  to  succeed.  Even 
so,  its  failure  offers  crucial  lessons  to 
other  enterprises  navigating  electronic 
marketplaces: 

•  As  implemented,  Industry.net 
offered  little  more  than  access  to 


electronic  catalogs  and  did  noth-  I 
ing  to  improve  or  enhance  the 
ability  of  its  members  to  transact 
business  at  a  lower  cost  than  tradi  I 
tional  methods. 

•  The  Web  site  was  neither  easy  to 
use  nor  to  navigate;  it  required 
effort  to  participate.  But  members 
were  looking  for  a  simple  and  reli-l  I 
able  on-line  channel  on  which  to 
conduct  business. 

•  Nets  relied  in  part  on  the  un- 
proven  business  model  of  "on-line  jj 
community,"  a  concept  that  by 

its  very  nature  requires  giving  up  *• 
some  competitive  advantage.  "A 
sense  of  being  part  of  a  community  t 
is  nice  to  have,"  says  Reilly.  "But 
transactional  and  buying  services  ^e 
represent  real  advantages." 

be 

NETWORK  COMPUTERS  0 
WANT  YOUR  DESKTOP 

Because  of  compelling  cost/benefit  b 
factors,  shipments  of  NC»type 
devices  will  total  20%  of  all  desktop  01 
units  by  2002. 

to 

When  it  comes  to  discussions  on  the 
future  of  desktop  computing,  Darwin  fe 
looms  as  the  invisible  hand  guiding  the 
emergence  of  network  or  "thin  client"  ill 
computers.  Is  the  PC  an  endangered 
species,  to  be  replaced  by  a  system  bet-  K 
ter  adapted  to  business  environments?  u. 
Can  the  various  network  computers 
being  rolled  out  coexist,  or  will  one 
breed  prevail?  The  question  of  what 


Network  Computer  Model  Summary 

($  in  Thousands) 


Annual 
Life  Cycle 

Win95 

NC-C 

NC-S 

NetPC 

Capital 

$2,532 

$1,671 

$1,896 

$2,324 

Technical  support 

1,704 

1,481 

1,497 

1,536 

Administration 

1,497 

669 

771 

828 

End-user  operations  4,052 

2,191 

2,611 

2,507 

Totals 

$9,784 

$6,010 

$6,775 

$7,195 

Potential  yearly  savings  of  approximately  700  users: 

NetPC: 

NC-S: 

NC-C: 

$1,812,300 
2,106,300 
2,641,800 

Because  of  compelling  cost/benefit  factors,  shipments  of  NC-type 
devices  will  total  20%  of  all  desktop  units  by  2002  (0.7  probability). 


TIRED  OF  LISTENING  TO  THOSE  IT  S- 
OUR-WAY-OR-THE-HIGHWAY-CUZ-WE  RE-THE- 
I  BIG -K  AHUN  A- OF-BUSI  NESS  -  SOFT  WARE- AND  - 
j  YOU  D-BETTER-BUY-NOW-OR-YOU  LL-BE-LEFT- 
i  BEHIND  SOFTWARE  COMPANIES? 


OU  EE  NOT  ALONE. 

7e're  Lawson  Software, 
leWeb  Enterprise 
Company.™  And  we  do 
ings  a  little  differently  around  here, 
[jor  starters,  we're  delivering  today  what 
veryone  else  is  promising  tomorrow: 
/eb-accessible,  Self-Evident  Applications! 
nterprise  self-service  and  automated 
/orkflow  environments.  So  while  those 
ther  companies  are  "working  on  it," 
/e're  busy  implementing  process- 
s  riented  solutions  and  utilizing  web 
ichnology  to  get  our  clients  up  and 
jnning  that  much  faster.  And  our 
nancials,  human  resources,  procurement 
nd  supply  chain  process  suites  are  as 
ser-friendly  as  the  people  who  develop, 
istall,  and  support  them.  Ask  any  of  our 
,500  clients  worldwide.  It's  all  in  our 
ttitude  —  or  lack  of  one.  For  more 
aformation,  visit  www.lawson.com/guide 
r  call  us  at  1-800-477-1357. 
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TRAITS  OF 
A  GOOD  SOFTWARE 
COMPANY. 


•ATTENTIVE 

Asks  you  what 
you  need  instead  of 
talking  you  into  what 
they've  got. 

•  FAST 

Provides  quick 
implementation  and 
quick  access  to  data. 

•ADAPTABLE 

Adapts  smoothly  to 
different  corporate 
environments,  as 
well  as  changing 
technologies. 


LAWSON 

Software 


LEADING    EDGE    T  E  C  H  N  0  LOG  Y    WIT  H  OUT    THE    ATTITUD  E' 


Lawson  Software 


Q:  Do  yafesfe^the  buying  process  fotfcomputers  changing  in  the  next  five 
years?  How  dp  you  think  it  will  evolvg>  and  what  benefits  will  companies  derive 
from  the  change? 

"Major  shifts  will  occur  in  the  way  companies  buy  computers  over  the  next  five 
years.-' First,  companies  will  leverage  the  Internet  to  build  direct  relationships 
with  manufacturers  for  on-line  procurement,  consulting  and  support.  Secondly, 
customers  will  concentrate  business  around  vendors  who  deliver  fully  integrated 
solutions.  These  solutions  include  hardware,  software  and  customized  services. 
These  shifts  will  lower  lifetime  computing  costs  by  raising  productivity  within 
both  companies'  operations." 


Michael  Dell  Chairman  and  CEO  Dell  Computer  Corporation 


will  survive  and  what  will  become 
extinct  will  be  answered  in  the  coming 
years  as  CIOs  address  an  increasingly 
complicated  issue:  What  kind  of  infor- 
mation environments  do  they  want, 
and  at  what  price? 

Is  All  This  Necessary? 

Now  that  the  PC  has  emerged  as  the 
dominant  desktop  solution  in  use,  it 
seems  absurd  to  many  CIOs  to  even 
contemplate  a  shift  to  anything  else. 
Since  the  costs  of  capital  and  training 
have  been  astonishingly  high,  many 
are  wary  of  yet  another  round  of  these 
expenses.  But  the  "care  and  feeding"  of 
vast  numbers  of  decentralized  PCs  has 
become  hugely  expensive,  and  it  is 
hard  to  control  how  they  are  used  on 
employees'  desktops.  From  that  per- 
spective, personal  computers  may  have 
gotten  a  little  too  personal. 

Microsoft  Rebounds  Again 

When  such  companies  as  Sun 
Microsystems  and  Oracle  first  began  to 
develop  the  network  computer,  or  NC, 
they  had  indeed  thrown  down  the 
gauntlet  to  Microsoft  and  its  fat  PC. 
Their  argument:  Why  not  have  a 
cheaper,  streamlined  desktop  device 
that  depends  on  a  central  "server"  for 
applications  and  storage  space,  rather 
than  have  each  PC  with  its  own  stor- 
age and  individual  applications?  PCs 
are  fully  functional  both  off  and  on  the 
network  —  hence  their  "fatness"  — 
while  NCs  download  applications  or 
even  chunks  of  applications  —  or 
"applets"  —  from  the  network  and 
execute  them  on  the  desktop.  \  li 
the  NC  concept  borrows  froi   the  old 


centralized  computing  model  embod- 
ied in  the  mainframe,  it  also  shares  the 
more  modern  paradigm  of  client/server, 
and  of  course  Java  —  a  computer  lan- 
guage used  to  write  portable  applica- 
tions that  can  run  anywhere. 

The  prospect  of  a  thin  client  seemed 
suddenly  to  endanger  Microsoft,  but 
the  company  has  swiftly  repositioned 
itself  with  its  own  machine,  the 
Net  PC. 

"Microsoft  in  the  last  9  to  12  months 
has  turned  itself  around,  just  like  it  did 
with  the  Internet,"  says  Research 
Director  Audrey  Apfel.  The  Net  PC 
combines  features  of  the  traditional  PC 
and  the  thin  client  —  potentially 
offering  business  the  best  of  both 
worlds.  "We  think  over  the  long  haul 
it  will  be  one  of  the  most  successful 
network  computers,"  says  Apfel.  "For 
the  huge  number  of  corporations  that 
have  already  embraced  Microsoft  prod- 
ucts, the  Net  PC  is  a  way  to  get  the 
benefits  of  NCs  but  at  the  same  time 
allow  them  to  live  with  their  legacy 
PC  applications  and  migrate  up  to 
something  new  over  time." 

The  Facts  on  Cost  and  Control 

Since  the  potential  savings  through 
thin  client  systems  are  driving  much  of 
the  enthusiasm,  Gartner  Group  com- 
pared the  total  cost  of  ownership 
(TCO)  of  a  Windows  95  desktop  envi- 
ronment to  the  three  broad  groups  of 
NCs.  "In  a  nutshell,  there  were  savings 
in  all  three  environments  and  fairly 
sizable  savings,"  says  Apfel. 

Based  on  an  organization  with  700 
users,  the  TCO  of  each  PC  in  a  net- 
worked Windows  95  environment  is 


$9,784  a  year,  including  all  costs  froj 
hardware  to  personnel.  A  Java  statiaj 
(NC-C)  results  in  a  39%  savings  per 
user.  Already  on  the  market,  the 
Winterm  Network  Computer  (NC-Sj 
is  a  terminal  that  displays  applica- 
tions that  are  really  executed  at  the 
server;  it  results  in  a  31%  savings.  Fc 
the  Net  PC,  the  savings  range  from  : 
26%  to  28%.  The  savings  are  hypo- 
thetical, except  for  the  NC-S,  since 
production  applications  have  not  yetl 
been  developed. 

The  potential  economy  results  less 
from  the  savings  in  hardware  than 
from  the  forced  standardization  and 
the  centralized  network  control  that 
goes  with  it  —  a  major  inducement  fol 
CIOs.  The  NC  environment  forces 
products  out  to  the  server  level,  which 
is  controlled  by  the  company's  central; 
administrator.  "So  it  takes  all  the  con- 
trol away  from  the  user,  and  that  is  a 
huge  amount  of  the  savings,"  says 
Apfel.  Not  to  be  underestimated  is  the 
NCs  security  feature:  It  is  essentially  a 
locked  box.  With  no  disk  drives,  CD- 
ROM  or  external  ports,  there  are  no  | 
access  points  for  the  user  and  no  way 
to  tamper  with  the  environment.  "The 
user  can't  bring  in  a  disk,  import  a 
virus  or  simply  proliferate  applications 
and  tools,"  says  Apfel.  "So  by  taking 
away  the  end-user  access,  you  actually 
improve  security  somewhat." 

Hurry  Up  and  Wait 

Promising  as  it  seems  for  some  purpos- 
es, the  NC  environment  will  become  £ 
reality  only  in  the  coming  years.  "We 
are  in  an  evolutionary  cycle  in  this 
technology,  where  some  exists  today, 
and  some  is  just  vaporware  that  ven- 
dors have  announced,"  says  Apfel.  As 
these  new  machines  are  tested,  and 
users  make  their  preferences  known, 
Gartner  Group  predicts  that  no  single 
device  will  survive  as  it  is  currently 
conceived.  "As  time  goes  on,  we  are 
going  to  see  a  merging  of  some  of  the 
functions  of  each  of  these  different 
types  of  devices,"  says  Apfel. 

When  all  the  major  applications 
begin  to  come  out  later  in  1998,  it  ma> 
be  time  to  consider  whether  NCs  have 
a  place  in  a  given  organization's  IT 
strategy.  "As  a  business  user  in  1997,  1 
would  want  to  sit  back  and  see  which 
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By  now  QAD's  world-class  ERP  software,  MFG/PRO,  has  racked  up  a  pretty  impressive  resume. 
And  with  the  year  2000  fast  approaching,  it's  nice  to  know  our  solution  will  take  your  enterprise 
well  into  the  next  millennium.  And  thanks  to  our  rapid  implementation  methodology — six  months, 
on  average — you  won't  have  to  wait  years  for  ROI  and  improved  bottom-line  performance.  Which 
may  explain  why  so  many  have  chosen  QAD.  For  peace  of  mind.  Not  to  mention  good  company. 

n 

QAD 

QAD,  6450  Via  Real,  Carpinteria,  California  93013  USA  Tel:  +  1  800  218  3434  (U.S. /Canada  Only)  +1  805  565  4333  (International)  www.qad.com 
QAD,  the  QAD  Logo,  and  MFG/PRO  are  trademarks  or  registered  trademarks  of  QAD  Inc 


Q:  How  j^'mfyware  become  simpler  and  more  manageable  for  organizations? 

"Companies  in  the  next  several  years  will  largely  achieve  the  goal  of  having  the 
power  of  distributed  computing  with  the  ease  of  centralized  management. 
Automatic  application  upgrades,  automatic  network  updates,  remote  trou- 
bleshooting and  unified  management  consoles  will  take  complexity  out  of 
administration.  Customers  will  be  able  to  lock  down  user  configurations,  facili- 
tate roaming  users  and  intelligently  mirror  the  client  state  on  the  server. 
Integrated  storage  will  greatly  simplify  the  experience  for  users  and  network 
administrators  alike,  and  Active  Directory  will  make  it  possible  to  find  any 
resource  on  the  network.  Hardware  will  be  easy  to  install  and  manage,  whether 
sealed-case  machines  or  ones  designed  for  plug-and-play  components." 

Bill  Gates  Chairman  and  CEO  Microsoft  Corporation 


applications  are  successful,  which  com- 
panies are  effectively  implemenring 
them  and  if  those  cost  savings  really  do 
come  to  fruition,"  says  Apfel.  But  the 
bottom  line  is  that  the  PC  won't  be 
mothballed  anytime  soon.  "We  do  not 
see  these  devices  as  PC  replacements, 
but  additives  to  your  environment  for 
specific  functions." 

IT  ASSET  MANAGEMENT: 
WHO  NEEDS  IT? 

By  2002,  75%  of  organizations  with 
more  than  1,000  desktops  will  have 
initiated  asset-tracking  programs. 

Any  company  that  owns  a  collection 
of  PCs,  software  and  printers  probably 
needs  to  manage  these  assets  more  cost 
effectively.  Somewhat  belatedly,  com- 
panies are  realizing  that  an  inventory 
of  the  ever-changing  bits  and  gigabytes 
of  far-flung  global  organizations  is  a 
smart  administrative  tool.  Gartner 
Group  has  come  up  with  a  stream  of 
reasons  why  asset  management  is 
essential  and  how  to  set  a  plan  in 
motion. 

For  one,  the  fixed-asset  accounting 
systems  designed  for  equipment  with 
five-year  depreciation  cycles  are  an 
anachronism  in  today's  volatile  envi- 
ronment, where  PCs  and  other  IT 
equipment  have  two-  to  three-year 
depreciation  cycles,  get  frequently 
U]     ided  and  can  be  shifted  rapidly 
brc  <_,r  an  organization,  slipping  from 
'     rucr  to  another. 

"Organizations  across  the  world  with 
large  ami    rtts  of  equipment  have  come 
to  recog!         cH  they  need  to  do 
something   jyond  just  work  with  the 


fixed-asset  systems  that  were  designed 
for  office  chairs  and  drill  presses,"  says 
Gartner  Vice  President  Karen  Cone. 
What  is  more,  with  the  advent  of 
telecommuting,  many  of  these  assets 
—  from  laptop  computers  to  mobile 
phones  —  are  not  fixed  at  all,  but  float 
outside  the  organization's  walls. 

Other  complexities  also  compel 
CIOs  to  oversee  IT,  including  the 
sheer  volume  of  a  company's  IT  inven- 
tory, especially  as  organizations  expand 
into  new  geographies,  and  the  nature 
of  the  equipment  itself.  Taking  a  single 
PC  as  an  example,  in  the  beginning  it 
was  thought  of  as  just  a  single-priced 
box.  Today,  it  is  a  composite  of  compo- 
nents and  costs  that  can  vary  over  the 
life  of  the  device:  expanded  memory, 
network  interface  cards,  modems,  scan- 
ners and  printing  devices,  to  name  a 
few.  "All  these  components  together 
form  the  investment,  the  money  that 
is  tied  up  in  the  equipment  that  we  are 
trying  to  reach  out  with  asset  manage- 
ment and  manage,"  says  Cone. 

Begin  at  the  Beginning 

An  IT  asset-management  plan  begins 
with  a  hardware  and  software  invento- 
ry that  is  lodged  in  an  enterprise-wide 
database,  and  continues  by  tracking 
new  purchases  and  migrations  of 
equipment  around  the  organization  — 
right  up  to  disposal  time.  Given  the 
typical  corporation  with  its  explosion 
of  IT  users  and  endless  layers  of  tech- 
nology built  up  over  years,  performing 
the  inventory,  clipboard  in  hand,  can 
become  a  fool's  errand. 
A  more  efficient  approach,  says 


Gartner  Group,  is  to  use  inventory 
technology,  such  as  an  electronic  moi 
ule  that  sits  in  the  memory  of  a  PC 
and  collects  data  on  all  the  different 
components  and  software  application 
that  exist  on  that  PC  —  and  stores  tlj 
results  in  a  database.  The  truly  difficu 
part  is  figuring  out  how  to  organize  rij 
data  from  the  inventory  for  useful  put 
poses,  perhaps  from  a  financial  or  a 
network  management  perspective.  "It 
is  much  more  than  electronically 
throwing  it  all  into  a  database  and  pr« 
ducing  reports.  Organizing  it  is  where 
most  of  the  work  resides,"  says  Cone. 

An  alternative  to  the  purely  in- 
house  approach  is  teaming  up  with  th 
many  vendors  and  outside  service 
providers  that  are  vigorously  rolling 
out  management  tools  to  perform  the 
inventory  and  reconcile  the  data. 

Dollars  and  Sense 

Most  CIOs  are  drawn  to  asset  manage 
ment  as  a  way  to  control  IT  costs, 
incorporate  new  technology  and  maxii 
mize  the  use  of  existing  IT  equipment 
On  the  cost  side,  launching  an  asset 
management  strategy  can  turn  up 
sobering  discoveries:  excess  equipmen 
stashed  in  closets,  "live"  maintenance 
contracts  for  items  no  longer  in  use, 
equipment  on  the  books  that  was  sold 
years  ago.  "More  than  60%  of  the 
clients  we  speak  to  are  at  least  30% 
out  of  alignment  in  what  they  think 
they  have  and  what  they  really  have 
in  their  environments,"  says  Cone. 
"There  is  a  ton  of  money  out  there." 

With  a  robust  database,  the  CIO  is 
better  positioned  to  secure  volume  dis 
counts  on  purchases,  manage  the  risin 
number  of  software  licenses  and  main 
tenance  contracts  and  monitor  assets 
used  for  telecommuting.  It  can  also 
proyide  a  reckoning  for  senior  manage 
ment  of  where  money  was  spent  - 
and  how  much  more  is  needed  for  new 
projects. 

Beyond  strictly  financial  reasons, 
knowing  what  and  where  critical  asset 
are  throughout  the  organization  is  the 
first  step  to  installing  new  technolo 
gies.  Simply  put,  an  IT  professional 
needs  to  know  what  is  on  a  PC  before 
it  is  possible  to  install  other  software 
"Asset  management  not  only  keeps 
track  of  the  equipment,  but  it  helps 
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anage  the  technological  diversity  in 
e  company,  so  that  enterprise-wide 
lutions  can  he  installed  and  run  reli- 
ly,"  says  Cone.  "Organizations  that 
out  and  map  the  technology  and 
Jjiderstand  what  is  in  place  will  gain  a 
^finite  competitive  advantage, 
:cause  they  won't  he  paralyzed  every 
aie  they  make  a  small  change  in  their 
ganizational  structure." 
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»an  and  Green 

saving  money,  reducing  waste,  facili- 
ting  new  technologies  and  account- 
ig  for  where  IT  money  is  heing  spent 
not  enough,  Gartner  Group  has 
ime  up  with  other  areas  where  track- 
I  ig  technology  pays  off: 

•  Theft.  Knowing  what  and  where 
the  company's  assets  are  can  he  a 
strong  deterrent  to  thieves. 

•  Environment-  Knowing  whether 
equipment  contains  environmen- 
tally unfriendly  components  makes 
it  easier  to  tackle  rising  "green" 
issues  centering  on  work  environ- 
ment and  IT  equipment  and  to 
prepare  for  correct  disposal. 

•  Conservation.  PCs  that  switch  to 
"sleep"  mode  when  not  in  use  con- 
sume less  than  half  the  electricity 
used  in  normal  operational  mode. 
Asset  management  can  track  the 
tangible  cost  reductions  achieved 
through  smarter  energy  usage. 


UTSOURCING  TO  THE  RESCUE 

•y  2000,  75%  of  enterprises  will 
mploy  selective  IT  outsourcing  as 
routine  means  to  increase  competi- 
veness  or  gain  new  resources 
nd  skills. 

Outsourcing  —  or  hiring  outside 
xperts  to  help  manage  IT  functions 
-  is  becoming  the  norm  among 
nterprises  worldwide.  Though  often 
ortrayed  as  an  all-or-nothing  propo- 
tion,  in  practice,  it  isn't.  Most  deals 
nvolve  outsourcing  the  responsibility 
pr  one  or  more  IT  functions,  perhaps 
he  data  center,  certain  desktop  ser- 
ices  or  year  2000  programs.  Then, 
circumstances  dictate,  a  company 
lay  target  additional  IT  areas  for 
utsourcing  —  or  bring  others  back 
n-house. 

Companies  have  many  reasons  for 
utsourcing,  and  as  the  trend  deepens, 


they  will  find  more.  Among  them  are: 

•  IT  outsourcing  is  a  logical  exten- 
sion of  the  propensity  among  com- 
panies to  shed  non-core  chunks  of 
the  business,  (e.g.,  claims  process- 
ing, payroll  or  facility  mainte- 
nance) and  hand  them  over  to  a 
skilled  vendor.  IT  is  now  subject  to 
the  same  "core  competency" 
litmus  test. 

•  Enterprises  see  outsourcing  as 
another  tool  to  help  them  stay 
competitive,  often  by  getting 
access  to  leading-edge  technology, 
as  exemplified  by  the  $2  billion 
megadeal  between  J.  P.  Morgan  and 
Computer  Sciences  Corp.  Others 
want  access  to  new  IT  skills,  e.g., 
to  install  Windows  95,  build  fire 
walls  and  develop  Web  sites. 

•  Even  farming  out  the  development 
and  management  of  applications, 
sometimes  to  an  offshore  program- 
mer, is  gaining  acceptance.  Where 
once  in-house  staff  routinely  built 
customized  software,  IS  organiza- 
tions are  increasingly  buying  appli- 
cation suites  and  hiring  outsourc- 
ing vendors  to  install  and  manage 
them. 

Disquiet  on  the  Outsourcing  Front 

In  their  search  for  new  revenues,  ven- 
dors are  diversifying  their  services  to 
meet  the  demands  of  enterprises.  As 
the  market  for  outsourcing  mushrooms, 
vendors  will  come  under  increasing 
pressures.  Gartner  Group  advises  that 


enterprises  carefully  evaluate  their  spe- 
cific needs  and  match  them  to  the 
right  vendor.  Trends  to  watch  out  for: 

•  Bad  press  over  customer  dissatis- 
faction with  poor  service  and 
frustrated  expectations 

•  More  contract  renegotiations  and 
customer  sophistication 

•  Lower  profitability  for  vendors  on 
megadeals 

•  The  challenge  for  outsourcing 
vendors  of  hiring  and  retaining 
enough  staff  to  keep  up  with  the 
volume  of  contracts. 

Based  on  recent  surveys,  the  gains 
from  outsourcing  have  consistently 
fallen  short  of  expectations  by  CIOs. 
In  many  cases,  the  initial  negotiations 
and  contracts  are  to  blame  for  not 
defining  key  issues  and  anticipated 
benefits  from  the  deal.  "Vendors  often 
oversell  the  deal;  users  allow  this  to 
happen  and  end  up  with  unrealistic 
expectations,"  says  Gartner  Vice 
President  Mike  Vargo.  Customers  also 
don't  yet  realize  that  management  of 
an  outsourcing  relationship  takes 
more  time  and  effort  than  they  had 
anticipated. 

"Through  2000,  70%  of  enterprises 
will  have  greater  expectations  than 
the  ability  of  external  service 
providers  to  deliver,  in  terms  of  busi- 
ness value  and  improved  processes, 
resulting  in  early  termination  for 
10%  of  deals,"  says  Vargo. 

The  overall  impact  will  be  a  major 
winnowing  out  of  outsourcing  vendors. 
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"Only  five  to  seven  vendors  will  be  able 
to  provide  a  full  suite  of  IT  services  on  a 
global  basis  by  2000;  however,  many 
others  will  be  able  to  succeed  with  a 
well-executed  niche,  whether  industry, 
function,  location,  technology,  philoso- 
phy or  other  strategy,"  says  Vargo. 

More  Megadeals 

Despite  the  dispiriting  news,  Gartner 
Group  predicts  that  the  trend  toward 
outsourcing  IT  functions  will  not  be 
reversed  any  time  soon.  Additional 
full-service  megadeals  of  more  than  $1 
billion  will  be  completed  in  1997  and 
1998.  The  outsourcing  deals  by  J.  P. 
Morgan  and  Du  Pont  are  two  exam- 
ples. A  number  of  other  large,  finan- 
cially strong  corporations  are  also  eval- 
uating strategic  megadeals. 

INFORMATION  SECURITY: 
COPING  WITH  RISKS 

Don't  overreact  to  security  risks  by 
reading  about  an  incident  and  then 
trying  to  provide  the  ultimate  level  of 
controls  against  a  similar  incident  in 
your  own  organization.  If  you  do  so, 
you're  probably  going  to  encounter 
excessive  costs  and  some  massive  dis- 
ruptions to  your  users. 

Advances  in  technology  make  it  easy 
to  connect  with  anyone,  anytime,  any- 
where, but  they  also  make  systems 
highly  exposed  to  fraud,  piracy  and 
theft.  Years  ago,  mainframe  legacy  sys- 
tems contained  relatively  few  points  of 


vulnerability,  but  in  today's  world, 
each  enterprise  contains  thousands  of 
access  spots.  Yet  there  is  a  dilemma  for 
anyone  wishing  for  greater  security: 
The  vitality  of  systems  such  as  the 
Internet  result  from  their  ease  of  use 
and  accessibility  —  precisely  the 
points  that  have  to  be  targeted  with 
security  systems  to  protect  corporate 
information  and  electronic  commerce. 

What  executives  fear  most,  Gartner 
Group  surveys  have  found,  is  not  the 
theft  or  fraud  itself,  but  the  embarrass- 
ment that  can  result  from  such  inci- 
dents. "They're  especially  concerned 
about  a  loss  of  customer  confidence 
based  on  the  inability  to  protect  cus- 
tomer information  —  particularly  if  it 
is  sensitive,  such  as  medical  informa- 
tion," says  Gartner  Vice  President  Bill 
Malik.  As  a  result,  many  companies 
tend  to  overreact  to  information  secu- 
rity risks.  If  a  viral  attack  or  a  breach 
of  a  fire  wall  occurs,  they  may  jump  to 
buy  a  security  package,  without  evalu- 
ating whether  the  cost  of  the  solution 
fits  the  risk.  "It's  not  necessarily  wrong 
to  use  the  particular  technology,"  says 
Malik.  "But  it  is  wrong  if  there's  no 
thought,  no  methodology,  no  measure- 
ment to  prove  whether  the  product  is 
actually  providing  a  cost-effective 
solution." 

Look  Before  You  Leap 

Few  companies  are  doing  such  analy- 
ses. In  fact,  says  Malik,  "we  have  been 
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unable  to  identify  any  enterprises  thai 
are  actually  measuring  the  return  on 
investment  for  their  security  dollars 
spent.  These  organizations  are  deploy 
ing  products  —  but  how  do  they  kno1 
when  enough  is  enough?"  One  finan- 
cial company  studied  by  Gartner 
Group,  for  instance,  spent  $100,000  I 
an  anti-viral  package  to  correct  a  pro 
lem  affecting  10,000  PCs.  With  troubfl 
shooting  and  further  programming,  tl 
cost  of  implementing  the  program  ba 
looned  to  $1.5  million  —  far  more 
than  management  would  have  been 
willing  to  spend  at  the  outset.  "And 
after  all  of  that,  the  initial  viral  prob- 
lem still  had  not  been  fixed,"  says 
Malik.  As  an  alternative  to  piecemeal 
patching,  Gartner  Group  recommend: 
users  put  a  program  in  place  that 
includes  a  method  for  assessing  areas  q 
acute  exposure,  potential  damage  from 
various  types  of  break-ins  and  an 
appropriate  budget. 


The  Eyes  Have  It 

Once  a  plan  is  in  hand,  it  will  be  easie 
for  enterprises  to  sort  through  the  vari 
ous  solutions  available  to  mitigate 
security  risks.  For  electronic  com- 
merce, standardized  purchasing  forms 
promise  to  make  payments  more 
secure.  Visa  and  MasterCard,  for  exam 
pie,  have  developed  Secure  Electronic 
Transaction  (SET),  a  technical  speciff 
cation  for  securing  payment  card  trans 
actions  over  the  Internet. 

Cryptography  has  long  been  in  use 
to  scramble  passwords  of  individuals  as 
well  as  credit  card  numbers,  but  it  can 
now  be  used  to  encode  actual  message: 
between  individual  users  —  making 
their  communication  private  regardless 
of  whether  the  connection  itself  is 
secure. 

The  most  important  emerging  tech- 
nology, however,  is  enhanced  user 
authentication  —  such  as  biometrics, 
in  which  a  fingerprint,  a  voice  print  or 
even  a  scan  of  the  retina  becomes  a 
person's  password.  "The  majority  of 
the  security  incidents  to  date  have 
involved  someone  compromising  a  stat- 
ic password,  which  is  the  weakest  poino 
in  any  system,"  says  Malik.  "Enterprises! 
need  to  focus  attention  on  replacing 
the  static  password  —  and  this  will 
give  them  a  tremendous  weapon." 
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Who  Has  the  Answer? 
For  all  firms,  the  security  decision  is 
becoming  more  complex,  time-con- 
suming  and  costly  as  the  number  of 
security  solution  providers  (SSP)  soars 
past  600  and  available  products  exceed 
2,000.  What  is  more,  the  market  has 
evolved  into  1 2  disparate  segments, 
each  in  varying  stages  of  evolution, 
with  its  own  set  of  vendors,  standards 
and  technologies  that  IS  managers 
must  master  and  integrate  for  their 
enterprises.  "Through  2000,  users  seek- 
ing a  single  SSP  will  not  find  one,  as 
solutions  will  remain  fragmented  dur- 
ing this  period,"  says  Malik. 

One  budding  trend  with  potential  to 
shake  up  the  market  is  the  rising  inter- 
est in  security  by  the  big  system  suppli- 
ers such  as  Microsoft,  IBM,  Sun 
Microsystems  and  Hewlett-Packard. 
"Microsoft's  strategic  position  in  most 
enterprises  gives  it  an  especially  piv- 
otal role  in  helping  to  develop  enter- 
prise security,"  says  Malik.  Many  orga- 
nizations have  some  Microsoft  product 
at  the  application  and  desktop  level; 
some  also  deploy  NT  as  a  network 
operating  system;  and  others  use  some 
combination  of  NT  on  the  network, 
Windows  95  at  the  desktop  and 
Internet  Information  Server  and 
Internet  Explorer  on  the  Internet.  "If 
Microsoft  built  strong,  redundant  and 
well- integrated  security  into  each 
level,  enterprise  security  would  take  a 
massive  step  forward,"  says  Malik. 
Until  then,  enterprises  will  rely  heav- 
ily on  third-party  developers  to  build 
necessary  security  on  top  of  their 
Microsoft  applications  and  operating 
systems. 

KNOWLEDGE  MANAGEMENT: 
THE  ERA  OF  SHARED  IDEAS 

Knowledge  becomes  a  resource  that 
can  be  stored  and  reused  by  employ- 
ees anytime,  anywhere  and  anyplace. 
Each  individual  then  becomes 
empowered  with  the  total  knowledge 
of  that  organization,  and  that  has  an 
impact  on  the  bottom  Une. 

Daring  the  !  ?80s,  downsizing  was 
ioe  popular  strategy  to  reduce  over- 
head and  increase  pre  .    [  at  the 
downside  to  being  lean  and  mean  soon 
became  evident:  When  employees  left, 
they  took  with  them  all  the  intellectual 


capital  they  had  accumulated  through 
the  years.  "They  knew  how  to  do 
things,  how  to  sell  things,  even,  where 
things  were  stored,"  says  Research 
Director  Jim  Bair.  "When  that  infor- 
mation left,  organizations  had  to  rein- 
vent the  wheel.  And  when  you  have 
to  reinvent  something,  it's  costing 
you  money." 

Partly  as  a  reaction  to  downsizing, 
some  organizations  are  now  trying  to 
use  technology  to  capture  the  knowl- 
edge residing  in  the  minds  of  their 
employees  so  it  can  be  easily  shared 
across  the  enterprise.  When  stored  and 
made  available  as  part  of  a  "knowledge 
bank"  to  their  colleagues,  this  informa- 
tion becomes  a  reusable  resource  that 
can  provide  competitive  advantages, 
such  as  faster  time  to  market  and  lower 
cost  to  market.  This  not  only  prevents 
the  loss  of  vital  intellectual  capital  in 
case  an  employee  leaves,  but  helps 
with  what  Gartner  Group  refers  to  as 
info  glut/info  famine.  "What  we  see 
are  organizations  that  are  overfed  with 
information  coming  in  through  e-mail, 
intranets  and  the  Internet,  yet  under- 
nourished in  terms  of  information  they 
really  require,"  says  Bair.  Knowledge 
management  aims  to  capture  the 
knowledge  that  employees  really  need 
in  a  central  repository  and  filter  out 
the  surplus. 

How  Does  It  Work? 

A  generic  approach  runs  counter  to 
effective  knowledge  management.  First, 
each  company  must  identify  the  sepa- 
rate "islets"  of  information  that  can  be 
of  genuine  use  to  other  employees,  and 
make  sure  that  the  base  of  knowledge 
accumulates  through  steady  deposits  by 
its  users.  The  biggest  challenge  for 
knowledge  management  is  not  a  tech- 
nical one  —  it  can  be  integrated  into 
any  number  of  IT  systems,  from  such 
groupware  as  Lotus  Notes  to  intranets 
—  but  a  cultural  one.  Employees  are 
competitive  by  nature,  and  may  be 
more  inclined  to  hoard,  rather  than 
share,  knowledge  they  have.  "It  goes 
against  the  very  social,  political  and 
environmental  aspects  of  how  we  as 
individuals  feel  within  a  business,"  says 
Bair.  "We  have  a  tendency  to  guard 
what  we  know.  We  think  that  what  we 
know  is  what  really  continues  to  pro- 


vide us  with  long-term  employment." 

A  successful  knowledge-manageme 
program  requires  changing  that 
assumption.  After  identifying  areas  fc 
knowledge  management,  employees 
have  to  be  induced  to  make  deposits 
—  either  through  reward  or  even  pur 
ishment.  Although  revenue  may  not 
be  generated,  organizations  can  deriv 
genuine  benefits. 

Companies  Are  Doing  It 

About  four  years  ago,  Andersen 
Consulting  began  the  Knowledge 
Xchange  using  its  existing  global  IT 
infrastructure.  Senior  executives  saw 
the  strategic  benefits  of  pooling  the 
knowledge  capital  inside  the  compan' 
and  did  not  stipulate  a  return  on 
investment.  But  benefits  are  clearly 
accruing.  In  one  situation,  a  project 
team  ran  into  difficulties  and  posted  i 
problem  on  the  Knowledge  Xchange. 
A  solution  came  from  another  team  o 
the  global  network  that  saved  about 
$200,000  worth  of  repair  work  and 
delivered  the  project  to  the  client  six 
weeks  early. 

Scientific-Atlanta  introduced 
"knowledge  net"  via  Lotus  Notes  to 
address  two  problems:  1 )  IT  had  a  neg 
ative  image  because  the  business  was 
booming  and  the  IT  infrastructure 
couldn't  support  the  business  practices 
and  2)  because  the  organization  was 
growing  so  quickly,  it  was  very  difficul 
to  get  vital  information  to  all  the  new 
hires.  The  project  was  judged  a  huge 
success,  and  senior  management  fully 
endorsed  it.  "But  the  real  stamp  of 
approval  for  the  system  is,  people  are 
using  it,"  says  Bair. 

GLOBAL  TELECOMMUNICATIONS: 
DOWN  COME  THE  RATES 

By  -2002,  European  domestic  and 
international  telecommunications  tar 
iffs  will  decrease  by  40%  or  more 
from  1997  levels  depending  on  ser- 
vice type  and  country.  In  the  U.S., 
telecommunications  reform  will  drive 
effective  domestic  and  international 
rates  down  by  25%  or  more  from 
1997  levels. 

On  February  15,  1997,  69  govern- 
ments (including  the  U.S.)  of  the 
more  than  140-member  World  Trade 
Organization  (WTO)  approved  an 
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array  of  telecommunications  agree- 
ments including  allowing  more  domes- 
tic and  international  competition, 
more  foreign  investment  and,  for  the 
first  time,  increased  foreign  ownership 
of  the  monopolistic  carriers  that  cur- 
rently exist  in  most  countries.  The 
agreement  will  force  a  profound 
change  in  the  underlying  pricing  poli- 
cies of  most  carriers,  whose  rates 
recover  far  more  than  the  cost  of  deliv- 
ering their  services.  Competition  will 
drive  prices  in  these  countries  closer  to 
their  underlying  costs,  and  rates  on 
domestic  and  especially  international 
telecommunications  services  will  fall 
dramatically  during  the  next  five  years. 

"These  rate  reductions  will  likely 
arrive  during  many  of  the  three-year 
contracts  that  enterprises  will  sign  in 
1997,"  says  Ken  McGee,  vice  presi- 
dent, Gartner  Group.  "Just  as  clients 
should  alter  their  investment  and  tax 
strategies  when  there  are  changes  in 
tax  law,  enterprises  should  alter  their 
network  services  procurement  and 
contract-negotiating  techniques  when 
there  are  changes  in  telecommunica- 
tions regulation  and  law.  The  time, 
to  change  those  procurement  and 
contract-negotiating  strategies  is  now." 

The  Do's  and  Donts 

To  take  advantage  of  global  deregula- 


tion, Gartner  Group  advises  organiza- 
tions around  the  world  to  immediately 
incorporate  several  new  clauses'  in  all 
future  domestic  and  international 
telecommunications  services  contracts. 
The  first  clause  should  stipulate  that 
an  enterprise  receive  a  commensurate 
reduction  in  domestic  and  internation- 
al network  services  rates  whenever  tar- 
iff rates  for  those  services  decline  dur- 
ing the  life  of  a  contract.  The  second 
clause  should  secure  an  enterprise's 
right  to  a  rate  reduction  whenever 
underlying  costs  for  delivering  services 
decline.  "In  addition,  enterprises  will 
have  to  be  far  more  vigilant  in  over- 
seeing esoteric  matters  such  as  interna- 
tional accounting  rates  and  interna- 
tional private  line  resale  to  ensure  that 
they  realize  the  significant  savings  they 
are  due,"  says  McGee. 

Enterprises  must  also  be  wary  of  sign- 
ing nondisclosure  clauses  whereby  net- 
work service  providers  prohibit  their 
customers  from  revealing  the  contents 
of  their  contracts.  "We  believe  this 
insistence  is  in  direct  contrast  to  the 
spirit  of  the  new  competitive  telecom- 
munications services  markets  that  are 
emerging  around  the  world,"  says 
McGee.  Another  way  for  an  enterprise 
to  assure  that  it  is  receiving  the  best 
network  service  deal  possible  is  to 
request  a  most-favored-nations  clause 


that  assures  a  client  of  receiving  the 
best  rates  being  offered  to  similarly  si; 
uated  customers,  which  many  networl 
services  providers  have  eliminated  in 
recent  years. 

Over  the  next  decade,  Asia-Pacifia 
nations  will  feel  some  of  the  greatest] 
impact  from  the  WTO  agreement,  aa 
prices  for  international  telecommuni) 
cations  services  decline  to  just  30%  t 
50%  of  their  current  levels  by  the 
year  2002.  The  agreement  will  affect 
Japan,  China,  South  Korea  and 
Taiwan  most  significantly,  as  they 
represent  the  most  noncompetitive 
markets. 

Though  the  European  Community 
has  set  January  1,  1998  as  the  dead- 
line for  full  liberalization  of  telecom-l 
munications,  enterprises  in  Europe 
can  already  take  advantage  of  the 
evolving  regulatory  environment.  Fc 
example,  in  Finland,  Sweden  and  the| 
U.K.,  several  operators  already  com- 
pete to  offer  domestic  and  interna- 
tional voice/data  services.  "By  being 
aware  of  the  details  of  European 
deregulation  in  1997,  enterprises  will 
ensure  that  they  can  negotiate  the 
best  prices  for  the  right  services  and 
free  themselves  of  overpriced  rates  as 
soon  as  possible,"  says  Anne-Marie 
Roussell,  a  Gartner  Group  research 
director.  ■ 


THE  FUTURE  OF  IT 


If  the  coming  years  sound,  both  daunting  and  hugely  exciting,  it's  because  at  the  heart  of  the  matter,  each  enter- 
prise faces  the  same  momentous  decision:  How  will  it  take  the  steps  to  compete,  given  the  strategic  changes  IT  is 
bringing  to  management?  At  Gartner  Group's  Symposium/ITxpo  '97,  IT  analysts  and  leaders  will  share  their  visions 
of  the  future  and  their  latest  research  on  how  to  hone  an  IT  master  plan.  Participants  will  learn  when  to  adopt 
emerging  technologies,  shed  outdated  management  plans,  and  turn  IT  from  a  burgeoning  expense  to  a  powerful 
weapon.  "The  symposium  will  enable  senior  managers  to  make  the  right  choices  on  an  array  of  IT  issues,"  says 
Erik  Keller.  "And  if  there  is  any  one  certainty  that  is  emerging,  it  is  this:  Your  company's  future  is  tied  to  IT." 


Gartner  Group  is  the  world's  leading  independent  authority  on  information  technology,  providing  IT  measurement, 
•research,  advisory,  consulting  and  training  services  to  over  8,300  organizations  worldwide.  Gartner  Group  provides  unbi- 
ased insights  to  its  clients  to  help,  them  build  strategies  for  IT  implementation  now  and  into  the  next  century.  Gartner 
Group  cordially  invites  Forbes  readers  to  attend  any  of  four  Symposium/ITxpo  '97  events  held  around  the  world. 
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October  15-17,  1997 
;        "  October  20-21,  1997 

November  3-6,  1997 
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